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D A T E :  SEPTEMBER 20, 1990 

F R O M :  T O M  D,~~~TZ$$ 
T H R O U G H :  D I C K  M A C K E  

SUBJECT: TRANSPORT REFORM PROJECT, 660-0126 

I .  Action: You a r e  requested t o  approve a  g r a n t  f o r  $4 .8  
n i l l i o n  from t h e  Development F u n d  f o r  Afr ica  Account f o r  the  
four-year  Za i re  Transpor t  Reform P r o j e c t ,  660-0126. 

1 1 .  Discussion:  USA1 D Zaire  proposes t h e  $4 .8  m i  1 1  i o n  
Transport  Reform P r o j e c t  as a pre l iminary  s t e p  toward a r r e s t i n g  
t h e  decl ine  i n  road maintenance s e r v i c e s  due t o  inadequate f u n d i n g  
by i m ~ r o v i n g  t h e  e f f i c i e n c y  of those s e r v i c e s  primari l y  througn 
t echn ica l  a s s i s t a n c e  and r e s e a r c h .  The P r o j e c t  wi 1 1  a1 so provide 
f o r  a  con t inua t ion  of a  pol i cy  dialogue re1 a ted  t o  road maintenance 
f u n d i n g  and much needed i n s t i t u t i o n a l  reforms.  

The P r o j e c t  w i l l  help t o  inc rease  t h e  flow of goods and 
s e r v i c e s  between urban a n d  ru ra l  a r e a s .  I n  t ime,  p r o j e c t  
a s s i s t a n c e  w i l l  c o n t r i b u t e  t o  improved road cond i t ions  wnicn w i i l  
r e s u l t  in  ( i )  reduced t r a n s p o r t  c o s t s  and decreased p r i c e s  of 
t r a n s p o r t e d  goods; ( i  i  ) i ncreased farm g a t e  pri ces  and increased 
s a l e s  of farm products ;  ( i i i )  g r e a t e r  movement of bas ic  consurer  
cooas t o  ru ra l  a r e a s ;  and ( i v )  improved q u a l i t y  o f  and access t o  
heal th  and educat ional  s e r v i c e s .  The immediate b e n e f i c i a r i e s  of 
inproved road c o n d i t i o n s  wi l l  be t r a n s p o r t e r s ,  merchants,  
product ive  e n t e r p r i s e s  dependent on t r a n s p o r t  f o r  ag ro - indus t r i a l  
and o t h e r  i n p u t s ,  and p r i v a t e  road maintenance c o n t r a c t o r s  a n d  
t h e i  r  employees. The u l t i m a t e  b e n e f i c i a r i e s  of cheaper t r a n s p o r t  
s e r v i c e s  a r e  r u r a l  producers  a n d  consumers; women t r a d e r s ,  
t r a n s p o r t e r s ,  f a rmers ,  and market vendors; a n d  urban consumers of 
f o o d s t u f f s  and o t h e r  r u r a l  products .  

The cont inuing d e t e r i o r a t i o n  of Z a l r e ' s  road network imposes 
high economic c o s t s ,  d iscourages  regional  s p e c i a l i z a t i o n ,  reduces 
access  t o  s e r v i c e s ,  and i s  a  c r i t i c a l  c o n s t r a i n t  t o  broad-based 
economic growth and development. The problem r e s u l t s  from unstabl e  
macroeconomic c o n d i t i o n s ;  and t h e  r e s u l t  i s  e v i d e n t  in  t h e  f a i l u r e  
of earmarked fuel  t a x e s  t o  genera te  s u f f i c i e n t  revenues f o r  road 
maintenance. The problem i s  worsened because of inadequate 
supplementary funding from t h e  GOZ budget a n d  g e n e r a l l y  i n e f f e c t i v e  
road network management. 



The P r o j e c t ,  w h i c h  i s  a  p r o d u c t  o f  t h e  May 1990 n o n - g r o j e c t  
a s s i s t a n c e  p r o p o s a l  s u b m i t t e d  t o  A I D  Wash ing ton  w i l l  f o c u s  on 
t i r e e  p r i m a r y  o b j e c t i v e s :  ( i  ) i m p r o v e d  r o a d  n e t w d r k  p l  a n n i  ng and 
i ? v e s t m e n t  c h o i c e s ;  ( i  i ) i m p r o v e d  pe r fo rmance  o f  r o a d  management 
; r , s t ;  t j : i o n s ,  p a r t i c u l a r l y  i n  t h e  a r e a  o f  r o a d  m a i n t e n a n c e ;  and 
( i i i) l i m i t e d  r e s e a r c h  f o r  t h e  b e n e f i t  o f  i n s t i t u t i o n s  on 
a l t e r i a t i v e  f u n d i n g  s o u r c e s  f o r  r o a d s ,  t h e  i m p a c t  o f  t h e  c o s t  o f  
i n f r a s t r i l c t u r e  m a i n t e n a n c e  on s o c i e t y ,  and t h e  e n v i r o n m e n t a l  i m p a c t  
o f  r o a d s .  

111.  F i  n a n c i  a1 Summarv: F o r  t h e  t o t a l  1 i f e - o f - p r o j e c t  
f u n d i n g ,  t h e  M i s s i o n  p l a n s  t o  o b l i g a t e  $2,000,000 i n  t h e  f o u r t h  
q u a r t e r  o f  FY 1990, $ 2  m i l l i o n  i n  t h e  f o u r t h  q u a r t e r  o f  1 9 9 1  and 
t h e  r e m a i n i n g  $800,000 t h e  second q u a r t e r  o f  1992.  The GOZ 
c o n t r i b u t i o n  t o  t h e  p r o j e c t ,  f r om c o u n t e r p a r t  fund g e n e r a t i o n s ,  
w i l l  be  no l e s s  t h a n  t h e  e q u i v a l e n t  o f  $ 1 . 6  m i l l i o n .  

The o v e r a l l  b reakdown o f  t h e  r e q u e s t e d  p r o j e c t  f u n d i n g  i s  as 
i o l  l o w s :  

I n i t i a l  Clbl i g a t i o n  LOP 
( $ 0 0 0 )  ( $ 0 0 0 )  

T e c h n i c a l  A s s i s t a n c e  890 
Program Management 360 
Commod i t i es  240 
Research  and A n a l y s i s  260 
Eva1 u a t i  on and Aud i  t s  50 
C o n t i  ngency  200 

I V .  Commi t t e e  A c t i o n  and F i n d i n s s :  The I m p l e m e n t a t i o n  
P l a n  c o n t a i n e d  i n  t h e  PP has  been c a r e f u l l y  r e v i e w e d  b y  t h e  P r o j e c t  
Commi t t e e ,  w h i c h  c o n c l u d e d  t h a t  t h e  P l a n  was r e a l  i s t i c  and 
e s t a b l i s h e d  a  r e a s o n a b l e  t i m e  f r a m e  f o r  c a r r y i n g  o u t  t h e  
p r o j e c t .  

V .  S ~ e c i  a1 Concern :  

A .  The E n v i r o n m e n t :  An I E E  p r e p a r e d  b y  t h e  REDSO/WCA 
R e g i o n a l  E n v i r o n m e n t a l  O f f i c e r  was s u b m i t t e d  w i t h  t h e  o r i g i n a l  P A I P  
and a p p r o v e d  b y  t h e  A f r i c a  B u r e a u ' s  E n v i r o n m e n t a l  O f f i c e r  w i t h  
AFR/GC c l e a r a n c e .  A1 t h o u g h  t h e  p r o g r a m  d e s c r i b e d  i n  t h e  non- 
p r o j e c t  a s s i s t a n c e  p r o p o s a l  was s u b s t a n t i a l l y  l a r g e r  and w o u l d  
o c c u r  o v e r  a  l o n g e r  t i m e  p e r i o d  t h a n  t h e  a c t i v i t i e s  i n c l u d e d  i n  t h e  
p r e s e n t  p r o j e c t .  The e n v i r o n m e n t a l  imp1 i c a t i o n s  r e m a i n  unchanged.  
I n  r e s p o n s e  t o  r e c o r r ~ m e n d a t i o n s  made i n  t h e  IEE,  t h e  p r o j e c t  



i n c l u d e s  an e n v i r o n m e n t a l  c o v e n a n t  r e q u i r i n g  i n s t i t u t i o n a l  i z a t i o n  
by O f f i c e  des  R o u t e s  o f  e n v i r o n m e n t a l  i m p a c t  a s s e s s m e n t s  f o r  r o a d s  
p r o j e c t s .  

8 .  R e s ~ o ~ s i b l e  O f f i c e r s :  J o h n  W a l l ,  C h i e f  o f  t h e  USAID Z a l r e  
O f f i c e  o f  P r o j e c t  D e s i g n  and  O p e r a t i o n s ,  i s  t h e  o f f i c e r  r e s ~ o n s i b l e  
f o r  t h e  p r o j e c t  i n  t h e  f i e l d .  W i l l i a m  H a r m i n k ,  AFR/PD/CCbiAP, i s  
t h e  o f f i c e r  r e s p o n s i b l e  f o r  t h e  p r o j e c t  i n  A ID W a s h i n g t o n .  

C .  D i s a d v a n t a a e d  E n t e r p r i s e s :  The P r o j e c t  P a p e r  d i s c u s s e s  
t h e  t . l i s s i o n ' s  r e v i e w  o f  t h e  qua1 i f i c a t i o n s  o f  d i s a d v a n t a g e d  
e n t e r p r i s e s  s u g g e s t e d  b y  t h e  A f r i c a  B u r e a u  w i t h  r e g a r d  t o  a  
p o s s i b l e  s e t - a s i d e  o f  t h e  T r a n s p o r t  Reforn i  P r o j e c t  i n s t i t u t i o n a l  
c o n t r a c t  f o r  a  d i s a d v a n t a g e d  e n t e r p r i s e  o r  i n s t i t u t i o n .  F u l l  and 
open c o m p e t i t i o n  o f  c o n t r a c t o r s  was recommended. As r e q u i r e d  u n d e r  
c u r r e n t  l e g i s l a t i o n ,  t h e  CBD n o t i c e  r e q u e s t i n g  p r o p o s a l s  w i  11 s t a t e  
t h a t  a t  l e a s t  10% o f  t h e  c o n t r a c t  v a l u e  m u s t  b e  s u b c o n t r a c t e d  t o  
d i s a d v a n t a g e d  e n t e r p r i s e s  o r  i n s t i t u t i o n s  and t h a t  t e c h n i c a l  
p r o p o s a l s  s u b m i t t e d  m u s t  i n c l u d e  a  s u b c o n t r a c t i n g  p l a n  f o r  s u c h  
d i s a d v a n t a g e d  e n t e r p r i s e s  o r  i n s t i t u t i o n s .  

D. L o c a l  C o s t s :  D o l l a r  d i s b u r s e m e n t s  f o r  l o c a l  c o s t s  w i l l  
n o t  be  made e x c e p t  i n  a c c o r d a n c e  w i t h  t h e  r e q u i r e m e n t s  o f  Handbook 
l B ,  C h a p t e r  1 8 .  

V I .  W a i v e r s :  No w a i v e r s  a r e  e x p e c t e d  u n d e r  t h e  p r o j e c t .  

\/I I .  J u s t i  f ; c a t i o n  t o  C o n s r e s s :  The I n f o r n i a t i o n  needed  t o  p r e q a r e  
a  C o n g r e s s i o n a l  N o t i f i c a t i o n  was s e n t  t o  A ID  W a s h i n g t o n  on  J u l y  2 0 ,  
1 9 9 0 , .  The N o t i f i c a t i o n  was s u b m i t t e d  t o  C o n g r e s s  and  u l t i m a t e l y  
e x p i r e d  on Sep tember  10 ,  1990 .  

V I I I .  A u t h o r i t v :  You h a v e  a u t h o r i t y  u n d e r  S e c t i o n  4 .A  o f  DOA 5 5 1  
t o  a u t h o r i z e  a  p r o j e c t  o f  u p  t o  $20 ,000 ,000  and t e n  y e a r s  o f  l i f e -  
o f - p r o j e c t ,  p r o v i d e d  t h a t  n o  s i g n i f i c a n t  p o l  i c y  i s s u e s  a r e  i n v o l v e d  
a n d  p r o v i d e d  n o  w a i v e r s  a r e  r e q u i r e d  w h i c h  e x c e e d  y o u r  a u t h o r i t y .  
No s u c h  p o l i c y  i s s u e s  o r  w a i v e r s  a r e  i n v o l v e d  h e r e .  

X I .  Recommendat ion :  T h a t  y o u  s i g n  t h e  a t t a c h e d  P r o j e c t  
A u t h o r i z a t i o n  and  t h e r e b y  a p p r o v e  1  i f e - o f - p r o j e c t  f u n d i n g  o f  $ 4 . 8  
m i l l i o n  f o r  t h e  T r a n s p o r t  Reform P r o j e c t ,  660-0126.  
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The $4 .8  m i l l i o n  T r a n s f o r m  Reform P r o j e c t  i s  t h e  p r o d u c t  o f  
n e a r l y  t w o  y e a r s  o f  a n a l y s i s ,  d e s i g n  and n e g o t i a t i o n  aimed a t  
a d d r e s s i n g  t h e  c r i s i s  w h i c h  i s  a f f e c t i n g  Z a i r e ' s  r a p i d l y  
d e t e r i o r a t i n g  r o a d  n e t w o r k .  T h i s  p r o j e c t  p a p e r  r e s p o n d s  t o  t h e  
c r i t i c a l  need f o r  t e c h n i c a , l  a d v i s o r s  i n  t h e  n a t i o n a l  r o a d s  
b u r e a u ,  O f f i c e  des r o u t e s ,  t o  r e i n f o r c e  and i n f l u e n c e  h i g h - 1  eve1 
d e c i s i o n - m a k i n g  i n  k e y  a r e a s  o f  h ighway  and r u r a l  r o a d  
management: g e n e r a l  p l a n n i n g ,  m a i n t e n a n c e  programming and c i v i l  
e n g i n e e r i n g .  

As a  r e s u l t  o f  t h e  p r e s e n t  macro-economi c  s i t u a t i o n ,  
however ,  e v i d e n c e d  b y  t h e  absence o f  a  s t r u c t u r a l  a d j u s t m e n t  
f ramework f o r  r e f o r m  and r e c o v e r y ,  many o f  t h e  c o n c l u s i o n s  and 
recommenda t ions  f o u n d  i n  t h e  a t t a c h e d  Annexes c a n n o t  be  
imp lemen ted  a t  t h i s  t i m e .  I n  i t s  f i r s t  i t e r a t i o n ,  t h i s  P r o j e c t  
emerged as a  $ 3 5  m i l l i o n  POLICY REFORM p rog ram.  The T r a n s p o r t  
Reform PAAD was s u b m i t t e d  t o  AID Wash ing ton  i n  May o f  1990. 
Wash ing ton  r e s p o n s e  t o  t h e  p r o p o s a l  was m ixed ,  r e c o g n i z i n g  on one 
hand t h e  need f o r  d e c i s i v e  a c t i o n s  t o  a r r e s t  t h e  downward s p i r a l  
o f  r o a d  qua1 i t y ,  b u t  r e c o g n i z i n g  as w e l l  t h e  i m p o r t a n t  1 i n k  
be tween t h e  macro-economic  e n v i r o n m e n t  and t h e  enormous c o s t  o f  
r o a d s  t o  a  c o u n t r y  t h e  s i z e  o f  Z a i r e .  

The p r o g r a m  was d e s i g n e d  t o  d e f i n e  and s u p p o r t  macro-  
economic  s t e p s  w h i c h  c o u l d  be  t a k e n  b y  t h e  Government  o f  Z a i r e  t o  
a d d r e s s  t h e  f u n d a m e n t a l  o b s t a c l e  t o  t h e  p r o v i s i o n  o f  r o a d s ,  wh ich  
i s  f u n d i n g .  The o r i g i n a l  p rog ram p r o p o s e d  a  s e r i e s  o f  
i n t e r r e l a t e d  c o n d i t i o n a l i t y  l i n k e d  t o  t h e  T r a n s p o r t  S u r t a x  on 
F u e l .  T h i s  t a x ,  r o u g h l y  50% o f  w h i c h  i s  d e d i c a t e d  t o  r o a d  
improvemen t  and m a i n t e n a n c e ,  i s  t h e  p r i n c i p a l  s o u r c e  o f  l o c a l  
f i n a n c i n g  f o r  t h e  n a t i o n a l  r o a d  m a i n t e n a n c e  o r g a n i z a t i o n s .  

S e c o n d l y ,  t h e  PAAD p r o p o s e d  u s i n g  l o c a l  c u r r e n c y  g e n e r a t e d  
f r o m  a  q u i c k - d i s b u r s i n g  commodi ty  i m p o r t  p r o g r a m  t o  f u n d  r o a d  
m a i n t e n a n c e  a c t i v i t i e s  c o n d i t i o n e d  on f u r t h e r  INSTITUTIONAL 

REFORMS w i t h i n  O f f i c e  des r o u t e s  and SNRDA, Z a l r e ' s  a g r i  c u l  t u r a l  
f e e d e r  r o a d  m a i n t e n a n c e  o r g a n i z a t i o n .  These measures ,  
c o n d i t i o n e d  on p o s i t i v e  r e f o r m s  a t  t h e  p o l  i c y  and i n s t i t u t i o n a l  
l e v e l s ,  we re  t o  be i m p l e m e n t e d ,  m o n i t o r e d  and f o l  lowed-up b y  a  
p r o g r a m  management and t e c h n i c a l  a s s i s t a n c e  team a c t i n g  t o  
c o n t i n u e  t h e  p o l i c y  d i a l o g u e  and a d v i s e  t h e  r o a d s  b u r e a u  a t  
n a t i o n a l  and r e g i o n a l  l e v e l s .  
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L a s t l y ,  t h e  p r o g r a m  f e a t u r e d  c o n c i s e  r e s e a r c h  a n d  t r a i n i n g  
a c t i v i t i e s  t o  r o u n d  o u t  an a s s i s t a n c e  p a c k a g e  d e s i g n e d  t o  a d d r e s s  
b o t h  t h e  p r e s e n t  r o a d  m a i n t e n a n c e  c r i s i s  as w e l l  as  t h e  n e e d  t o  
c o n t i n u e  t o  m a i n t a i n  r o a d s  as a  means o f  p r o m o t i n g  e c o n o m i c  
s t a b i l i t y  and  g r o w t h  w e l l  i n t o  t h e  n e x t  c e n t u r y .  

Because  o f  a  l a c k  o f  a  s t r u c t u r a l  a d j u s t m e n t  p r o g r a m . T h e  
M i s s i o n ,  w i t h  A I D  W a s h i n g t o n  c o n c u r r e n c e ,  t r i m m e d  t h e  p r o p o s a l  
b a c k  t o  t h e  b a r e  e s s e n t i a l s .  F o l l o w i n g  many weeks o f  a d d i t i o n a l  
n e g o t i a t i o n  w i t h  t h e  g o v e r n m e n t  and  o t h e r  d o n o r s ,  t h i s  r e v i s e d  
p r o p o s a l  r e p r e s e n t s  a  t e c h n i c a l  a s s i s t a n c e  and r e s e a r c h  p r o j e c t  
w h i c h  i s  a d e q u a t e l y  s e l f - c o n t a i n e d  and  s u p p o r t e d  t o  p r o v i d e  a  
s t a n d  a l o n e ,  t h r e e  y e a r  a d v i s o r y  p r o g r a m  t o  i m p r o v e  p l a n n i n g  and 
d e c i s i o n - m a k i n g  u s i n g  t h e  m in imum l e v e l s  o f  f u e l  t a x  r e v e n u e s  
p r e s e n t l y  a v a i l a b l e  f o r  r o a d  m a i n t e n a n c e .  I t  w i l l  a l l o w  USAID t o  
m a i n t a i n  i t s  k e y  r o l e  i n  t h e  p o l  i c y  d i a l o g u e  a s  we1 1  a s  t o  l o o k  
f o r  i n n o v a t i v e  s o l u t i o n s  t o  t h e  p r o b l e m  o f  f u n d i n g  a n d  
- - ~ l e m e n t i n g  r o a d  p r o g r a m s  i n  t h e  f u t u r e  i n  t h e  i n t e r e s t  o f  
a e v e l  o p i  ng  t h e  r u r a l ,  a g r i  c u l  t u r a l  economy o f  Z a i r e .  



I. project Strategy and Rationale 

USA19 Zalre proposes the $4.8 million Transport Reform 
Technical Assistance Project as a preliminary step toward 
arresting the decline in road maintenance services due to 
inadequate fundlng by inproving the efficiency of those services 
pr:?,arily through technical assistance and research. The Project 
will also provide for a continuation of a po1ic:y dialogue related 
to road maintenance funding and much needed insti~utional 
reforms. 

A. The Problem 

The deterioration of Zaire's road network imposes high 
economic costs, discourages regional specialization, reduces 
access to goods and services and is a critical constraint to 
economic growth and development. The Project will assist the GOZ 
in inproving the effectiveness of its road maintenance bureaus 
and provide resources for research activities to support improved 
delivery of road maintenance services and alternative strategies 
for funding. In addition, the Project will put an increased 
emphasis on the environmental and socio-economic impact of roads. 

1. The Macro-Economic Climate 

During the 1980s, Zalre made notable progress in economic 
policy reform, particularly in the areas of pricing, exchange 
rate and trade policies. Despite improved macroeconomic 
performance in 1989, attempts by the GOZ to negotiate a 1990-91 
strnctural adjustnent program with the I M F  and World Bank have 
been unsuccessful. The critical stumbling block is the lack of 
agreement on public expenditure policies, particularly on issues 
of resource allocation and budgetary transparency. Deficit 
spending by the GOZ is a significant source of economic 
instability. 

Prospects for early resolution of the differences between 
the GOZ and the I M F  and World Bank are clouded by the economic 
uncertainty resulting from the formation of a transitional 
government, and by indications that the GOZ1s budgetary 
discipline has broken down again in 1990. The threat to the 
economy posed by excessive government expenditure, a decrease in 
export earnings due to an ailing mining industry, continued 
degradation of the countryls, road, rail and river transport 
infrastructure, and the growing public sector arrears in payments 
for energy consumption, has profound implications for USAID1s 
need to remain involved in the national policy and road 
maintenance funding dialogue. This Project will provide 
management and a technical advisory staff to assist the GOZ in 
planning and decision-making during this critical period of 
economic malaise. 



I 
2. performance of Road Maintenance InstitutiEns 

The inventoried road network in Zalre dating from the 
colznial period is 145,000 kms. However, ineffective road 
network management has hampered economic growth in xalre since 
independence. Many of the problems can be directly attributed to 
the roads bureaus, Office des routes (ODR), which is responsible 
for the priority national highways and regional roads, and the 
Service National des Routes de Desserte Agricole (SNRDA), which 
is responsible for management of the local interest feeder road 
network. ODR, historically responsible for 58,000 kms of paved 
and earth highways, has reduced the network during the past year 
to 19,000 kms of priority roads. SNRDA, a small parastatal 
created in 1986, is responsible for the overwhelming network of 
87,000 kms of lightly traveled, agricultural roads. 

ODR has been the key institution in road maintenance for 
Zalre since it was created in 1972, relying increasingly over the 
years on force account rehabilitation and maintenance of roads. 
The resulting parastatal institution employed as many as 16,000 
staff and workers at its height and oversees an equipment park 
valued at $150 million. After 17 years of existence ODR has 
experienced its peaks and troughs in much the same way that the 
macro-economic picture has shifted, performing adequately during 
periods of adequate funding, and performing poorly when the funds 
were unavailable. Begining in 1987 and continuing to the 
present, ODR has suffered from a financial crisis because of the 
dysfunctioning fuel tax. As a result, ODR's image is that of an 
over-grown and often inefficient parastatal. The overriding 
reczrnendation of the World Bank/USAID-funded Technical Audit 
performed in March 1989 was that ODR needed to be streanlined and 
restructured. 

The General Manager (PDG) of ODR has put much effort into 
rethinking the role of ODR, its strategy for managing the road 
network and the corporate structure required to implement that 
strategy. The result of nine months of concentrated study by a 
team of private consultants working closely with a select ODR 
committee is a strategy for institutional reorganization and the 
outline of a ten year road maintenance and improvement plan. ODR 
will take the lead at national and regional 1evel.s as manager and 
financier of the road network. The private sector will be used 
to the extent possible to perform the actual construction, 
rehabilitation and maintenance of roads. In a deliberate move to 
reduce its employment roster, ODR staffing has dropped from 8,000 
in 1986 to 5,800 in March 1990. An additional 1,200 layoffs are 
planned by 1991. The move to greater private sector involvement 
in execution of road construction, rehabilitation and maintenance 
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is at the top of the list of USAID priorities in the road 
subsector. 



An initial 1990-92 ODR transition program, is designed to 
provide road maintenance services at the same time as 
institutional reforms are underway. ODR has identified a minimum 
priority road network of 19,000 kms which corresponds to regional 
needs and rural-urban economic priorities. The emphasis ODR 
places on the priority network is to salvage past investnents. 
Once the infrastructure has been recovered, the accent will be 
put on maintaining it through the increased involvement of the 
private sector. Identification of the reduced network by ODR is 
a clear indication that the roads bureau is making an effort to 
develop a realistic program in which the number of roads 
maintained corresponds to the amount of funding available. 

This strategic reorientation in road infrastructure 
management is consistent with USAID institutional objectives in 
the sector: (i) identification of minimum networks which 
corres~ond to available fundinq and favorable economic returns, 
(ii) coherent maintenance planning and budgeting related to local 
and regional needs, (iii) development of the capability of the 
private sector to maintain roads. 

SNRDA, the rural feeder road counterpart to the highway 
department, ODR, faces its own difficulties due to its dependence 
on fuel tax revenues. Changes in ODR have meant changes in SNRDA 
as well. ODR once provided all technical oversight for SNRDA 
maintenance activities. This was a source of many problems in 
the past. Recent negotiations between the heads of the two 
organizations in connection with the appraisal of the World Bank 
Pilot Feeder Roads Project and the initial pre-appraisal of the 
Second Transport Rehabilitation Project have resulted in an 
agreement to eliminate the ODR zone engineers, moving them to 
SNRDA to provide oversight and supervision of local road 
maintenance contracts. 

ODR-SNRDA programs have been loosely coordinated in the past 
during the planning stage through a special Governors' committee, 
the Regional Road Commissions (RRCs). An additional USAID 
objective in road sector management, greater decentralization of 
responsibility for management and financing of roads and local 
resource mobilization, is aimed at resolving the problem of 
inappropriate central decision-making through the development of 
the capabilities of regional institutions: regional ODR and SNRDA 
offices, and the RRCs or their equivalent. 

Analysis of the problem of the steady deterioration of 
Zaire's roads because of a lack of maintenance has repeatedly 
concluded that funding is not the only factor affecting the 
quality of roads. Improved performance of the road maintenance 
institutions, ODR, SNRDA, the RRCs and the private sector, is 
critical to putting limited funding to effective use. 



3. USAID'S Role in Alleviating Constraints to 
Sustainability of the Road Sector 

USAID Zaire analysis has identified three broad constraints 
to develcprnent of the road subsector and the physical 
maintenance of infrastructure: 

- the macro-economic climate, 
- the source of revenues for roads, 
- the quality of road maintenance institutions. 

This Project will address these constraints throuqh a 
continued policy dialogue with the GOZ and other donors. 
Technical assistance (coordinated with the GO2 and the World 
Bank) will be provided in the reforn of national institutions 
responsible for the management and maintenance of Zaire's roads 
in order to set the stage for more far-reaching policy reform 
actions in the future if economic conditions warrant it. 

B. Project Goal, Purpose and Expected Achievements 

The Goal and Purpose of the Project form a subset of the 
broader objectives in the transport sector as stated in the 1990 
USAID Zaire Action Plan. 

THE GOAL:  TO I M P R O V E  T H E  FLOW O F  GOODS AND S E R V I C E S  ON 
ROADS AND R I V E R S .  

THE PURPOSE: TO I M P R O V E  I N S T I T U T I O N A L  P L A N N I N G  C A P A B I L I T Y ,  
RESOURCE A L L O C A T I O N  D E C I S I O N S ,  AND M A N A G E R I A L  PERFORMANCE.  

The purpose and goal are consistent with the USAID strategy 
for the transport sector. Under the Project the following will 
be accomplished: 

- Road bureau financing will be used primarily for 
maintenance activities on a priority network corresponding to the 
level of funding available and based on an estimated favorable 
economic returns. 

- National and regional medium-term planning decisions 
will be founded on accurate and current traffic and ma,-.,uality 
data. 

- Private contractors will perform an expanded role in 
road maintenance through expanded contracting and improved 
selection and supervision systems. 



- The respective roles of ODR and SNRDA will be clearly 
defined resulting in complementary planning and budgeting and 
effective use of the rural zone engineers, 

- Steps will be taken to ensure that physical maintenance 
of priority national and regional roads will be sustained over 
time. 

- Regional and local institutions will play a greater 
role in road network management, road maintenance programing and 
budgeting, and local resource mobilization. 

- Alternative national and regional sources of funding 
for road maintenance will be identified. 

- Greater emphasis will be placed on environmental 
concerns and the socio-economic impact of roads on the rural and 
urban poor through roads bureau planning coordinated with the 
Project research agenda. 

C. Beneficiaries 

Because of the cross-cutting nature of improved 
transportation, the potential beneficiaries and the expected 
impacts of this project are diverse. The Project will 
concentrate its limited resources to the extent possible in 
support of Mission priorities: (i) increased agricultural 
productivity, output and increased rural incomes, and (ii) 
development of the private sector. 

Under this strategy, certain key population groups emerge 
from the long list of beneficiaries of transport sector reforms. 
In general, these groups are comprised of rural households and 
private sector enterprises. 

Roughly 70 percent of Zalre's population lives in rural 
areas. Without transportation corridors, rural populations are 
isolated from the national economy and dependent on subsistence 
agriculture. Transportation, both the infrastructure and the 
distribution system (markets, vehicles, transport companies) 
ranks near the top of the list of rural dweller's expressed 
needs. It is expected that women traders, transporters, farmers 
and market vendors will also favorably benefit from the Project. 

Potentially, the primary beneficiaries in the key 3?opulation 
groups are likely to be traders, merchants, transporters, private 
road maintenance contractors and employees of road maintenance 
companies. Sustained maintenance of rural infrastructure 
complemented by investments in agriculture, health and the 
private sector, will bring about long-term benefits to the rural 
poor. 



D. Donor Coordination 

ODR and SNRDA receive assistance from 11 different donors. 
The largest donor in terms of direct institutional assistance is 
the World Bank. In many cases, however, a single capital 
investnent project funded by an individual donor zay represent a 
significant percentage of combined GOZ-donor annual funding. 
Because of the multiplicity of interests and the forces at work 
in road transport, coordination is critical to the success and 
sustainability of road network management. 

USAID coordination with other donors to Zalre's roads dates 
back to 1972 and the creation of ODR. At that tine, roads were 
moved from the direct administration of the Ministry of Public 
Works into .a separate parastatal organization. A U.S., French, 
Belgian consortium provided more than 40 technical advis~rs to 
the new roads bureau. 

For almost 15 years, the GOZ and the donors have witnessed 
the checkered performance of ODR and its growth throughout the 
1970s until it was clearly recognized that ODR was incapable of 
managing all 145,000 krns of roads in Zaire through force account 
operations. Inter-ministerial and donor deliberations in the 
early 1980's led to the creation of SNRDA in 1986 as a hoped-for 
solution to the over-extension of ODR and the lack of maintenance 
services on lightly traveled agricultural roads. 

The financial crisis of 1987-1989 triggered by the problems 
associated with the fuel tax greatly eroded the past efforts to 
assist ODR which were reinforced with nearly 8,000 donor-trained 
and technically assisted employees and $150 million of 
donor-funded equipment and ferries. 

In response to ODR1s financial and institutional crisis, 
USAID and the World Bank jointly funded a Technical Audit of ODR 
in March 1989. During the 16 months since the high-level audit 
recommended that ODR reduce its operating costs, minimize its 
road network to correspond to available funding, and increase the 
involvement of the private sector in road maintenance, much has 
happened to reorient the outlook of the GOZ and the donors 
involved in the transport sector. 

The ambitious effort made by the PDG of ODR and his staff of 
advisors and consultants from September 1989 to the prssent has 
emphasized the importance of donor coordination. ODR announced 
in August 1990 that all studies for the restructuring of the 
parastatal and the programmed transition from force account to 
private sector operations had been completed. ODR is now looking 
for Government and donor support to implement major reforms. 
Unfortunately, macro-economic problems continue to erode plans to 



resolve debt, reduce fixed costs and perform minimum 
rehabilitation and maintenance simultaneously. 

The ODR proposal, largely funded by the World Bank, is now 
coning under donor scrutiny. The official GOZ request for USAID 
assistance to implement reforns within ODR asks for the key 
advisor positions described in this document. The Project's 
technical assistance and research elements are seen as keys to 
demonstrating donor support to an ailing but essential sector, 
and to providing guidance in planning and decision-making related 
to the minimum level of resources available to salvage the road 
network. 

11. Technical Assistance, Research and Analysis 

With a total planned life of project funding level of $4.8 
million, approximately $ 2 . 6  million will support institutional 
reform in the central Kinshasa office of ODR. Technical advisors 
assigned to ODR will also be expected to work as well with ODR, 
SNRDA and GOZ and private entities in the regions. The Project 
will focus on strengthening the capability of ODR, SNRDA, the 
RRCs and other local entities to successfully manage Zaire's road 
network. The remaining LOP funding $ 2 . 2  million will be used to 
fund the PSC Project Manager, the Project Planning Division and 
research activities, commodities and evaluations. The following 
areas of focus of the Project assistance have been selected and 
coordinated with the World Bank and other donors, as well as with 
the senior staff of ODR and SNRDA: 

- Strengthened transport planning data collection and 
analysis. 

- Coordination of national and regional programs, 
particularly during ODR transition phase, emphasizing greater 
involvement of the private sector in rehabilitation and 
maintenance. 

- Greater decentralization emphasizing regional 
experimentation with local resource mobilization. 

The specific TA assignments, research and analysis agendas 
are discussed below. Funding levels are detailed in the 
Financial Plan and Disbursement Schedule, Chapter 111. 



A. The Management and Technical Assistance Team 

Management of the Project, in addition to USAID direct-hire 
staff, will be handled by a U.S. PSC Project Manager and an 
senior FSN Assistant Manager. The Project will be implemented by 
an institxtional contractor responsible for most activiries ocher 
than CSAID management, evaluations, audits and research. The 
technical assistance team and most Project activities will be 
managed by a Chief of Party located in Kinshasa. 

B. TA Team Partial Terns of Reference 

T i t l e / D u t i e s  S ta tus  Term Pro f  i l e  

Prc  iec: Manager PSC L W Experience: USAlD p r o j e c r  management, 
uork i n  suo-Saharan A f r i c a ,  r:ral 

Transcar t  Reform P r o j e c t  management, roads, c o n t r a c r i n g  a d  superv is ion ,  
p rocLre ren t  o f  Con t rac to r  se rv ices ,  f rencn S3/R3, e x ~ r i e n c e d  i n  m k i c y  
Con t rac to r  o v e r s i g h t ,  p o l i c y  d ia logue ,  d iscuss ions ,  hos t  c m t r y  goverrment 
oonor c o o r d i n a t i o n ,  L i a i s o n  w i t h  GOZ, r e i a r i o n s  and donor coordination. 
manage t n e  o v e r a l l  t r a n s c a r t  researcn 
ccslpooent, mon i to r ing ,  eva tua t ions  and 
a u d i t s .  

ESN A s s i s t a n t  T r u s t  
Funds 

A s s i s t  i n  Transport  Reform management, 
p r o j e c t  i np iementa t ion ,  L i a i s o n  w i t h  
Con t rac to r ,  GOZ and o ther  donors, 
m o n i t o r i n g  c o r a i t i o n a l i t y .  

LOP 

Chief  o f  P a r t y  8 COR Technical  Coord ina to r  Con t rac t  3 y r s  

T A  :em ieader and i n s t i t u t i o n a l  c o n t r a c t  
nanaser, aav iso r  r o  the PDG of COR on major 
a s w c t s  o f  r e o r i e n t a t i o n  o f  t e c h n i c a l  
program, p r o v i d i n g  o v e r s i g h t  f o r  a l l  
t r a n s c a r t  p r o j e c t  a c t i v i t i e s  under the  
Cont rac to r  i n c l u d i n g  procurement and CPF 
management, L i a i s o n  u i t h  USAlD and t h e  COZ, 
u o r k i n g  w i t h  COR, SNRDA and a l l  concerned 
m i n i s t r i e s ,  agencies and o f f i c e s ,  and 
c o l l a w r a t i o n  u i t h  o t h e r  donors and donor- 
funded roads k r r e a u  s t a f f .  

H a t i m a t  Maintenance D i r e c t o r  Con t rac t  3 y r s  

Adv iso r  t o  t h e  PDC end s t a f f  o f  OOR on 
aspects of road maintenance p r o g r a m ,  
p r o v i d i n g  o v e r s i g h t  f o r  t h e  developnent  o f  
n u l t i - a w l ,   tio on el road  maintenance 
programs and c l o s e  c o l l a b o r a t i o n  w i r h  o t h e r  
c o n t r a c t  t e r n  m r s  and appo in ted  Local 
c o w l t e r p a r t s .  The Maintenance D i r e c t o r  
w~ 11 u o r r  w i t h  OOR, SNRDA and a1 1  concerned 
m i n i s t r i e s ,  agencies and o f f i c e s ,  and 
c o l l a b o r a t e  w i t h  o t h e r  donors and d m r -  
f  N e d  roads k r r e a u  s t a f f  . 

Experience: USAID s e n i o r  FSN, USAID 
p r o j e c t  implementat ion,  p r e v i o u s  work 
i n  t r a n s p o r t  and t h e  p r i v a t e  sec to r .  

Experience: I n t e r - d i s c i p l i n a r y  team 
management, highway and r u r a l  road 
p t a n n ~ n g ,  c o n s t r u c t i o n  and con t rac t  
superv is ion ,  r u r a l  road maintenance i n  
T h i r d  U o r l d  c o u n t r i e s ,  c o r w r a t e  
managment and demonstrated s t i i i  and 
achievement r e l a t e d  t o  work ing w i r h  
hos t  c o u n t r y  goverrments, donor 
agencies and Cont rac to rs .  French 
U/R4.  C i v i l  eng ineer ing  and 
management exper ience p r e f e r r e d .  

Experience: Highuay and r u r a l  road 
maintenance p lann ing ,  c m s t r u c r i o n  and 
c o n t r a c t  s u p e r v i s i o n ,  r u r a l  road 
m i n t e n a w e  i n  T h i r d  UorLd c w n t r i e s ,  
and demonstrated s k i l l  and achievement 
r e l a t e d  t o  w r k i n g  u i t h  h o s t  c a n t r y  
g o v e r m n t s ,  donor agencies and 
Cont rac to rs .  French S4/R4. C i v i l  
eng ineer ing  end management exper ience 
p r e f e r r e d .  

BEST AVAILABLE DOCUKEK!' 



Yar iona l  Dlanning D i r e c r o r  

qead up t h e  WR PLaming  D i v i s i m ,  
e s t a b l i s h i n g  a  n u l t i - a n n u a l  program f o r  
c o ~ l e c r i n g  and a n a l y z i n g  highway and r u r a l  
road s t a r i s r i c s  n a t i o n a l l y ,  o r g a n i z i n g  dara 
c ~ t l e c t i o n  p r o g r a m  f o r  r n p l m n r a r i o n  by 
SCR/SHROA i n  Bandundu and Shaba, 
e s r a b i i s n i n g  c a r c u t e r  nardware and so f tware  
necessary f o r  e f f i c i e n t  dara ana lys is ,  
a s s i s t  WR and SHRDA a w a i  p lann ing  
exerc ises ,  mamge some a s w c t s  of t h e  
Transport  Reform research program. 

Local  Resource M o b i l i z a t i o n  (LRMl 
Researcners i n  B a m u m u  and Sham 

Uork w i t h  Transport  Reform manager t o  
e s t a b l i s n  LRM methodologies and work p lans  
f o r  each reg ion ,  work through the  
governors1 o f f i c e s  and w i t h  the  Z a i r i a n  
U n i v e r s i t y  system i f  p o s s i b l e  t o  s tudy 
r e g i o n a l  t a x a t i o n  and d e v e l o p  
recannerdat  ions  f o r  f i e l d  resource 
m o b i l i z a t i o n  t r i a i s ,  and, through s h o r t -  
term e v a l u a t i o n  v i s i t s ,  monitor t h e  t r i a l  
progress and r e s u l t s .  

Short -Term Consu l tan ts  

LRM Pub1 i c  F i m n c e  and A c t n i n i s t r a t i o n  
Expert  

alarming D i v i s i o n  a m  E n v i r m n t  

WR T r a n s i t i o n  D i a g n o s t i c  

S p e c i f i c  Research Top ics  

Contract  3  v r s  Experience: m i n i m  o f  5 years i n  
t r a n s p o r t  p l a n n i n g  a m  econcmics, 
highway s t a r i s t i c s  and ana iys is ,  
c w t e r  f l u e n t ,  p rev ious  exper ience 
i n  r u r a l  road maintenance p l a n n i n g  i n  
T h i r d  World c o u n t r i e s .  Frencn S3/R3. 
Degree i n  ec3nomics p r e f e r r e d .  

Contract  2 x  15 Experience: J u n i o r - L e v e l  p b i i c  
months f i nance  and a c n i n i s t r a t i o n  exper ts ,  

p r e v c o u s  e x p e r i e n c e  i n  
d e c e n t r a l i z a t i o n  and LRM a c t i v i t i e s  
and s t w i e s  i n  sub-Saharan A f r i c a  and 
t h i r d  c o u n t r i e s ,  Frencn S3/R3. 

Contract  6 mos 

Contract  11 m s  

Cont rac t  18 mos 

Cont rac t  37 mos 

Tasks 

1. Prov ide  U.S.-based backstop i n  t h e  
s p e c i a l i z e d  a s p e c t s  o f  
d e c e n t r a l i z a t i o n  and LRU t o  t h e  f i e l d  
researchers; 2 .  A s s i s t  i n  aeve lop ing  
the  research agenda and p r o v i a e  f i e l d  
suppcrr  t o  t h e  team. 

1. A s s i s t  r r a n s w r r  econcmist a m  3 I R  
i n  developing highway and r u r a l  road 
s t a t j s : i c s  program f o r  inp iementa t ion  
on a  n a t i o n a l  basis ;  
2 .  Prov iae  ass is tance  i n  t h e  reg ions  
t o  iirpIement and mon i to r  p l a m e d  
a c t i v i t i e s .  
3. P rov ide  i n i t i a l  terms o f  re fe rence  
f o r  i n t e g r a t i o n  o f  env i ro rmenta l  
assessment, p l a n n i n g  and e v a l u a t i o n  i n  
WR. 

1. P rov ide  f a s t - r e a c t i n g  ass is tance  t o  
OOR d u r i n g  t h e  p r i o d  o f  r e s t r u c t u r i n g  
based upon needs i d e n t i f i e d  by  t h e  
COP, t h e  PDG o f  OOR and o t h e r  s t a f f  
members, USAID and o t h e r  donors; 
2 .  Recamnerd s o l u t i o n s  t o  t r a n s i t i o n  
problems o r i e n t e d  toward imnediate 
ac t ions .  

1.  Inpac t  o f  Fuel  P r i c i n g  on the  
Soc ie ty .  
2. Road/Vehicle Damege and Road User 
Fees. 

BEST AVAlLABlF BQCtlKE: : ,' 



Monitor ing,  Eva luat ion  and Audits 

3 .  Transporter Response t o  Changes i n  
Roads. 
4 .  Expansion o f  the  Transport 
Industry.  
5 .  The Informal  Transport Sector. 
6. Transport Neeas of Lou Income 
Groups and Intermediate Transport 
Technologies. 

RFP 3 m s  Evaluate end of the  Transport Reform 
P r o j e c t ,  errpnasizing socio-economic 
irrpect on key p o p l a t i o n  groups. 

B. The Project Research and Analysis Program 

The research agenda is designed to complement the project 
objectives by exploring areas relevant to alleviating constraints 
to the development of the sector identified during the Project 
design as well as looking carefully at project impact questions. 
Under the responsibility of the Chief of Party and the Project 
Manager, in collaboration with the Contract transport economist, 
the USAID research committee. The Project will study and develop 
action-oriented recommendations in the following areas: 

- Alternative Funding for Roads, 

- Planning Division Statistics, Analysis and the 
Environment 

- ODR Transition Program Diagnostic and Evaluation. 

1. Alternative Funding for Roads 

An area of great importance to the GOZ in strengthening its 
economy will be to find alternative sources of funding for roads. 
This aspect of the Project will initiate decentralization efforts 
through an action-oriented study of regional management 
capabilities and the feasibility of significant local resource 
mobilization (LRM) leading to applied field demonstrations and 
trials. This activity will be managed directly by the Project 
Manager under a contract separate from the prime technical 
assistance contract due to the specialized nature of 
decentralization and local resource mobilization. 

Two local resource mobilization researchers will work 
primarily in the regions of Bandundu and Shaba with UNAZA, the 
Zairian University system, to analyze and develop recc----3dations 
for improving existing regional organizations and fisca, 
mechanisms. The recommendations will be geared toward greater 
regional responsibility for the maintenance of local roads. The 
team will recommend specific actions for increasing revenue 
performance, collection efficiency and the financial management 
capabilities of the local administrative jurisdictions. These 



recommendations may be imp1ementc.d in field trials during the 
last year of the project. 

An additional nine months of short-ten support to the field 
researchers for initial planning and evaluation of the LRM trials 
will be provided by a senior public finance expert with a 
background in decentralization and public administration in 
sub-Saharan Africa. 

The Project will use short-term consultancies to broaden the 
GOZ understanding of alternative funding for roads through the 
following additional studies: 

- User Fees and Limiting Road Damage, 
- The Impact of Fuel Pricing on the Society. 

2. Planning Division statistics, Analysis and the 
Environment 

The Project, under the direct supervision of the Chief of 
Party will help re-establish a relevant data collection program 
designed to provide the foundation necessary for the development 
of a long-term Highway Master Plan. The Planning Division will 
also contribute to the collection of baseline and follow-up data 
for assessment of the impact of USAID projects in Bandundu and 
Shaba. The assistance project will include but not be limited to 
the organization of the following activities: 

- Develop a program for nation-wide traffic counting on 
priority paved highways and earth roads. 

- Develop a program for updating road quality and 
maintenance backlog inventories. 

- Develop a program for nation-wide origin/destination 
studies on priority roads. 

- Establish computer systems and databases as useful 
analytical tools for planning, budgeting and investment 
decision-making, 

- Provide initial terms of reference for integration of 
environmental assessment, planning and evaluation in ODR. 

The Contractor transport economist heading up the Planning 
Division, under the direction of the Project Manager and the 
USAID transport and engineering staff, will assist in conducting 
the Project-funded research activities: 

- Transport distribution industry response to changes in 
road infrastructure, 



- Strategies for the expansion of the transportation 
industry and road use, 

- ~dentification of the informal sector involvement in 
road use and maintenance, 

- Assessment of the transport needs of lower income 
groups, including women, and intermediate technologies for 
efficient transport 

- Continue detailed road/vehicle damage tests related to 
road maintenance and rural agricultural economies of scale. 

ODR   ran sit ion Program Diagnostic and Evaluation. 

'The ambitious ODR reorientation program will continue to 
encounter organizational and management questions that require 
outside assistance to provide answers. The Project will provide 
short-term TA to help deal with these management and 
organizational problems as they arise. 

111. Financial Plan and Disbursement Schedule 

$4.8 million will be used for technical assistance to the 
GO2 roads bureau, ODR, in Kinshasa, and for research and 
information activities. A portion- of the project assistance 
funding will go toward long- and short-term advisors and 
researchers working in the area of decentralization and local 
resource mobilization, and for project management, monitoring, 
evaluation and audits, and commodity procurement. The Mission 
plans to obligate $2 million for the Project in the fourth 
quarter of FY 90 in order to issue an RFP and put the TA and 
research programs in place as soon as possible. 

A. The Financial Accounting Mechanisms 

1. U.S. Dollars 

A personal services contract (PSC) will be negotiated with 
individuals selected for the Project Management position. The 
USAID Controller will arrange direct payment. 

The institutional technical assistance contract will be 
competitively tendered following issuance of a USAID Request for 
Proposals providing detailed scopes of work and responsibilities. 
This contract will include negotiation of all long- and 
short-term personnel, as well as research, procurement and 
support services. Contractor payments will be made against 
contractor invoices following Project Manager and USAID 
Controller approval. 



A second agreement w i l l  be i n i t i a t e d  t o  p rov ide  t e c h n i c a l  
a s s i s t a n c e  f o r  t h e  l o c a l  r e s o u r c e  m o b i l i z a t i o n  a c t i v i t i e s  through 
a  buy-in t o  t h e  USAID c e n t r a l l y - f u n d e d  p r o j e c t ,  D e c e n t r a l i z a t i o n :  
F inance  and Management. 

2 .  Local Currency Coun te rpa r t  Funds 

O v e r a l l  f i n a n c i a l  management and r e p o r t i n g  r e s p o n s i b i l i t y  
f o r  t h e  p r o j e c t  CPF w i l l  be  a s s igned  t o  t h e  Chief of P a r t y  of  t h e  
TA team f i e l d e d  by t h e  C o n t r a c t o r .  

USAID Z a i r e  and t h e  Department of  P l an  w i l l  p r o v i d e  CPF 
r e l e a s e s  d i r e c t l y  t o  t h e  C o n t r a c t o r  team through t h e  e s t a b l i s h e d  
budget ing  and r e l e a s e  p r o c e s s .  These funds  w i l l  be used 
p r i m a r i l y  f o r  t h e  g e n e r a l  purpose of s u p p o r t i n g  P r o j e c t  r e s e a r c h  
a c t i v i t i e s ,  i n -coun t ry  procurement and t r a v e l .  A c t i v i t y  suppor t  
funds  w i l l  be managed t h e  C o n t r a c t o r  team. 

The C o n t r a c t o r  w i l l  be  r e s p o n s i b l e  f o r  c o n t r o l l i n g  and 
accoun t ing  f o r  a l l  advances and e x p e n d i t u r e  o f  CPF. F i n a n c i a l  
r e p o r t i n g  and accoun t ing  c e r t i f i c a t i o n  r equ i r emen t s  w i l l  be t h e  
same a s  t h o s e  demanded of a l l  USAID Z a l r e  CPF-funded activities. 

Any a c t i v i t y  s u p p o r t  c o n t r a c t s  between t h e  two governments 
e n t e r e d  i n t o  under  t h e  P r o j e c t  w i l l  be funded through a  modif ied 
FAR mechanism. The C o n t r a c t o r  w i l l  be r e s p o n s i b l e  f o r  f i n a l  
payment approva l  of a l l  f o r c e  account  agreements  w i t h  ODR. The 
modi f ied  FAR w i l l  p r o v i d e  f o r  advance payments and t h e  C o n t r a c t o r  
w i l l  m a i n t a i n  a p p r o p r i a t e  r e c o r d s  of a l l  advances.  The purpose 
of  t h e  FAR is t o  pu rchase  a  p roduc t  f o r  a  f i x e d  f e e .  I f  
a d d i t i o n a l  agreements  w i th  p r i v a t e  f i r m s  a r e  r e q u i r e d ,  sub 
c o n t r a c t s  w i l l  be used .  The C o n t r a c t o r  w i l l  n o t  be r e s p o n s i b l e  
f o r  a c c o u n t i n g  beyond t h e  c o n t r a c t  l e v e l .  CPF u s e  w i l l  be 
a u d i t e d  r e g u l a r l y  d u r i n g  t h e  l i f e  of  t h e  p r o j e c t  by l o c a l  f i r m s .  



3 .  Budget Tables 

LOP Cost E s t i m t e  
and F i n a n c i a l  P l a n  

(SOOO) 

Table 1 

D o l l a r s  CIOZ Tota l  

1 Technical  Assistance 2,660 887 3,547 
2 P r o j e c t  M a ~ g e m e n t  720 240 960 
3 Ccmnodit ies 362 120 482 
L Research and Ana lys is  no 240 960 
5 E v a l u a t i o n  and Aud i ts  50 19 75 
6 Contingency 11% o f  TA 282 94 376 

Totals:  4,800 1,600 6,400 

A l l  F inancing by  D i r e c t  T rans fe r  

Technical  Assistance Table 2 
Long(1) and Shor t (2 )  Term 

P o s i t i o n  Term Time (Mos) Per A m u n  T o t a l  
s s 

1 P r o j e c t  Manager 1 48 180 no 
2 Technical  D i r e c t o r  COP 1 36 200 600 
3 Nat iona l  P l a m i n g  O i r  1 36 200 600 
L Nat iona l  Maintenance D i r  1 36 200 600 

D e c e n t r a l i z a t i o n  A c t i v i t i e s  

5 Local  Resources/Bddu 1 15 200 
6 LocaL Resources/Shaba 1 15 200 
7 P u b l i c  Finance Backstop 2 6 180 

Short-Term Consul tants 

8 WR T r a n s i t i o n  2 18 180 

T o t a l  TA Months: 210 
(* Inc ludes  P r o j e c t  Manager) 
T o t a l  Long-Term: 3,020 

T o t a l  Short-Term: 360 

T o t a l  Technical  Assistance: 3,380 

P r o j e c t  Management Cost: 72 0 
I n s t i t u t i o n a l  Cont rac t  TA: 2 ,  



2esearch & Ana lys is  TabLe 3 
Budger 

S-T Consul tants 

D o l l a r s  S-T Consul tants 

1 Plann ing  D i v i s i o n  3 1 1  4 5 
2 E n v ~ r o r m e n t  2 2 2 30 
3 S w c i f i c  Studies:  

3.1 Local  Resource MobiLrn 12 12 12 (See TA 
3.2 I -c t  o f  Fuel P r i c i n g  3 2 2 4 5 
3.3 Road/Vehicle Damage 6 3 3 90 
3.4 In terrnediate Technology 2 2 2 30 
3.5 Transport  Expansion 2 2 2 30 
3.6 In fo rma l  Secfar 2 2 2  30 

Budget f o r  Cost F igures )  
3 0 30 
45 45 
30 30 
30 30 
30 30 

T o t a l  Pers/Months 72 
Sub-Tota ls :  300 210 210 

T o t a l  O o l l a r s :  no 

Loca l  Currency ( i n  S )  LocaL-Hire and Support 

1 Plann ing  D i v i s i o n  
2 E n v i r o m n t  
3 S p e c i f i c  Studies:  

3.1 Local  R e s w r c e  U o b i l z n  
3.2 Inpac t  o f  Fuel P r i c i n g  
3.3 Road/Vehicle Damage 
3.4 I n t e r m e d i a t e  Technology 
3.5 Transport  Expansion 
3.6 In fo rma l  Sector  

4 Transparency Campaign 

T o t a l  Pers/Months 82.  
Sub-Tota ls :  

T o t a l  Loca l  Currency ( i n  $1: 240 

10 Veh ic les  \a 
8 Conprter  Harduare 
8 Conprter  Sof tware 
4 Audio V i s u a l  A ids  
3 O f f i c e  Supplys 

50 T r a f f i c  Count ing Eqpt 
X U i s c e l l a ~ w s  

Cammdi t ies  
Budget 
( $ 0 0 0 )  

Table 4 

U n i t  P D o l l a r s  CPF T o t a l  

T o t a l :  364 151 942 

\a 3 T A / K  2 LRU/R + 3 OOR 2 S - T  = 10 



Est imated Expend i tu re  
by F i s c a l  Year 

(1000) 

U.S. D o l l a r s  FY 90 FY 91 FY 92 

7 Technicat Assis tance 0 88 7 88 7 
2 P r o j e c t  Management 180 7 80 180 
3 C m w d i t i e s  121 121 121 
L Research and Ana iys is  180 180 180 
5 E v a l u a t i o n  and A u d i t s  0 128 0 
6 Contingency 10% o f  TA 7 1 71 71 

T o t a l  by  FY 5 5  1 1,566 1,438 

T o t a l  LOP 5,000 

Za i res  i n  Equ iva len t  U.S. D o l l a r s  

COZ C o n t r i b u t i o n  F Y  90 FY 91 F Y  92 

1 Techn ica l  Ass is tance  0 296 296 
2 P r o j e c t  Management 60 60 60 
3 Comnoai t ies 38 38 38 
4 Research and A n a l y s i s  60 60 60 
5 E v a l u a t i o n  and A u d i t s  0 43 0 
6 Cont ingency 10% of TA 24 24 24 

T o t a l  by F Y  182 520 4 78 

T o t a l  LOP 1 ,700 

Table 5 

IV. Project Management and Implementation Plan 

A. USAID Management Capability 

The Project has been designed with USAID9s comparative 
advantage in policy dialogue, donor coordination and impact 
measurement in mind in order to minimize USAIDfs role in routine 
implementation actions. Under USAID supervision, the 
institutional contractor will take on the responsibility for 
management and support of technical assistance, and share the 
responsibility for research activities. Procurement of project 
commodities and equipment, local currency management and 
accounting, data collection and analysis of key economic, social, 
and environmental indicators will be primarily the responsibility 
of the Contractor. 



USAID1s experienced transport and engineering staff has 
developed broad contacts with GOZ officials at national and 
regional levels as well as with World Bank and other donor 
representatives. The Project manager and other transport staff 
will broaden these contacts and further the institutional refom 
agenda while monitoring GOZ performance in making improvements in 
sector management. USAID1s close working relationship with other 
donors involved in transport will mean that the Project-financed 
activities will fit neatly into a multi-donor effort in road 
transport. 

The institutional contractor will be delegated as much 
of the responsibility as necessary for managing project 
activities, including technical assistance, data collection and 
analysis, commodity and equipment procurement, and local currency 
management and accounting. The Project manager, assisted by a 
senior FSN,will supervise the institutional contractor's 
performance, using detailed performance criteria set forth in the 
technical assistance contract to ensure high quality performance. 
The Project Manager will also assume primary responsibility for 
implementing activities on the research agenda, although the 
contractor will provide short-term consultants and in-country 
support as necessary according to detailed scopes of work 
prepared by the Project Manager. 

USAID has developed clear guidelines and procedures for 
local currency budgeting, accounting, management, and auditing. 
The contractor will be instructed on how to best adhere to those 
guidelines. 

The Project monitoring and evaluation system establishes 
clear monitoring elements and identifies lines of responsibility 
for collecting monitoring information. The overall USAID project 
evaluation system as well as data collection and analysis 
activities of the Central Shaba Project and the Agricultural 
Marketing Development Project in Bandundu will provide much of 
the information needed to define the economic and social impact 
of the Project supported institutional reforms and local 
currency-funded activities. 

B. Project Implementation Plan 

The overall project implementation process involves three 
distinct phases: 

- Mobilization Activities (months 1-6) 
- Operational Phase (months 7-42) 
- completion of the Project (months 43-48) 



1. Mobilization Activities (months 1-6) 

The first six months following the signing of the project 
agreement will involve the completion of contracting actions, 
vehicle procurement and the arrival of the TA team. The main 
actions will include: 

- Project agreement signed with GOZ. 

- RFP issued for institutional contractor. 

- Initiation of Road-Vehicle Damage Tests and preparation 
of detailed Project research agenda. 

- Vehicles and household furnishings for institutional 
contractor personnel and other key items ordered by USAID 
Cornodity Management staff. 

- Institutional contractor selected and contract 
negotiated by USAID Contracting Officer. 

2 .  Operational Phase (months 7 - 4 2 )  

During the thirty-six months of full-scale operations, 
technical assistance, research, and CPF-financed activities will 
move at full speed. Major actions during the period, many of 
which are recurring or continuing, include the following: 

- Initial TA personnel arrive, settle in Kinshasa and 
establish first work plan. 

- Vehicles and household furnishings for TA team arrive; 
TA team initiates procurement of remaining computers and other 
support equipment. 

- Technical assistance activities begin in Kinshasa and 
the regions. 

- Final equipment procurement arrives. 

- The ODR Information Unit produces traffic, transport 
cost, and road inventory data used by evaluations and impact 
surveys. 

- Evaluation (month 12) verifies the degree of 
effectiveness and impact of the project. 

- Research activities develop recommendations for future 
policy and institutional reform as well as possible future USAID 
assistance in the transport sector. 



3 ,  completion of the Project (months 42-48) 

The final six months of the project will include completion 
of TA and research activities as well as final judgments on 
lessons learned. Design of a follow-on USAID transport project 
may be completed during this period. Major actions will include 
the following: 

- Final impact surveys carried out and summary report 
prepared on overall eccnomic and social impacts of project. 

- Final audit surveys of CPF expenditures. 

- Design of follow-on USAID transport project completed. 

- TA team departs. 

- Manager closes out Project and prepares final report. 

C. Procurement Plan Summary 

The Project will include a substantial institutional 
contract for a wide range of services, including procurement of 
as much of the equipment and supplies needed as is practicable. 

1. Procurement of Services 

In line with the principle of shifting as much of the 
day-to-day management burden of the Project as possible away from 
the Mission, USAID will select an institutional technical 
assistance contractor and will conclude a direct USAID contract. 
The contractor will: 

- provide long-term and short-term technical assistance 

- provide short-term consultants and carry out analysis 
and research studies under the supemision of the Project Manager 

- undertake equipment and commodity procurement 

monitor and account for CPF expenditures under the 
Project. 

2. Disadvantaged Enterprises 

As a part of the Project design process, USAID requested the 
names and qualifications of disadvantaged enterprises who might 
be considered as prime contractors for Transport Reform. The 
Bureau provided capability statements for five such firms with 
related experience. The Mission carefully reviewed these firms' 
experience, capabilities, and personnel to determine whether a 



set-aside decision was possible, given the wide range of skills 
and capabilities that the Project institutional contract would 
require. 

In the Mission's judgment, none of the disadvantaged firms 
considered had sufficiently broad experience or capabilities in 
the range of services required to warrant a set-aside of this 
institutional contract for disadvantaged enterprises. USAID 
Zaire recommends, therefore, that the institutional contract for 
the Project be advertised under full and open competition. The 
Mission feels that its recommendation for full and open 
competition combined with at least 10% subcontracting for 
disadvantaged enterprises and institutions is in compliance with 
USAID policy, and is reasonable in this case. 

3 :  Equipment and Commodity Procurement. 

The Procurement Annex includes a detailed discussion and 
cost estimate of the supplies and equipment required to support 
the TA team, and research activities. No significant pieces of 
construction equipment will be purchased with U.S. Dollars under 
this project. With the exception of the purchase of vehicles and 
household furnishings for the TA team, all procurement will be 
handled by the institutional contractor, thus reducing the 
management burden on USAID. 

v. Monitoring and Evaluation Plan 

The Project monitoring element is designed to collect key 
implementation, impact, and evaluation data. The four major 
monitoring areas are, (i) implementation of the technical 
assistance work plan and research activities; (ii) management and 
use of counterpart funds; (iii) achievement of the Project 
objectives; and (iv) analysis of socio-economic and environmental 
impact. 

The Project manager and the chief of party will be 
responsible for coordinating monitoring activities and ensuring 
that the data collected is both timely and complete. Long-term 
technical advisors working in ODR will monitor the Project 
implementation. Each advisor's scope of work will include 
specific monitoring responsibilities including specific task 
related to environmental concerns. When implementatior -roblems 
are identified, short-term consultants will assist In 1--2tifying 
appropriate corrective actions. 

Monitoring data collected will be reported by consultants as 
well as in project implementation reviews, audits, end-use 
inspections of commodity imports and impact studies. The 
monitoring system will measure changes in traffic through the ODR 



information office, transport costs, and commercial activity as 
indicators of economic impact. 

Additional monitoring will be done in USAID-assisted project 
areas. Traffic counts and travel times will be available from 
ODR1s Planning Division and from the information units of the 
Central Shaba Development Project and the Bandundu Agricultural 
Marketing Development Project. Commercial activity will be 
measured in these project areas. Commercial baseline surveys 
have already been conducted in association with these projects, 
and follow-up surveys are scheduled for 1991-92. Transport 
costs, the third indicator, will be measured in Bandundu and 
Shaba by existing project data collection teams, as well as by 
the Transport Reform Project. 

Census and regional data bases, currently being developed by 
the Mission for its Project Impact Evaluation framework, will be 
another tool for studying the relationship of transport 
infrastructure to labor productivity, per capita consumption of 
goods and services, and nutritional status. Research findings 
from the Cornell Food and Nutrition Policy Program will also 
provide relevant data for analysis. 

Under present Mission policy, in-house and local hire 
sources will provide consultants for the start-up and final 
evaluations. IQC firms will be used to provide consultants where 
local expertice is unavailable. The first internal review of the 
ODR transition and the mid-term Project evaluation will focus 
primarily on the status of institutional reforms supported by the 
technical assistance team as well as planning, environmental 
impact awareness and Project monitoring activities. The final 
internal review will concentrate on overall project impact: the 
GOZ road maintenance system (planning, management of limited 
resources, decentralization, local resource mobilization, private 
sector involvement), road infrastructure, environmental impact 
and socio-economic indicators. 

VI. Conditions and Covenants 

A. The Project will require satisfaction of the standard 
USAID signatory condition precedent to disbursement: 

"Except as A.I.D. may otherwise agree in writing, prior to 
the initial disbursement under the Grant, or to the issuance by 
A.I.D. of documentation pursuant to which disbursement will be 
made, the Grantee will furnish to A.I.D., in form and substance 
satisfactory to A.I.D. a statement of the names of the persons 
holding or acting in the offices of the Grantee specified in 
Section 8.3 of the Project Agreement, and of any additional 



respresentatives, together with a specimen signature of each 
person specified in such statement.If 

B. In addition, the GOZ and USAID will agree to a special 
covenant outlining an Project evaluation program. 

"The Parties agree to establish an evaluation program as 
part of the Project. Except as the Parties otherwise agree in 
writing, the program will include, during the implementation of 
the Project and at one or more points thereafter: 

(a.) evaluation of progress toward attainment of the 
objectives of the Project; 

(b.) identification and evaluation of problem areas or 
constraints which may inhibit such attainment; 

(c.) assessment of how such information may be used to 
help overcome such problems; and 

(d.) evaluation, to the degree feasible, of the 
overall development impact of the Project. 

C. In response to the IEE recommendations and to further 
environmental guidance received from AID/Washington on related 
issues, the Project will include an environmental covenant 
whereby the GOZ agrees to incorporate environmental impacts 
assessment as a standard function of the ODR Planning Division. 

"The Parties agree to establish and support an activity 
within the Planning Division of ODR for the purpose of developing 
the initial terms of reference for integration and implementation 
of environmental assessment, planning and evaluation of roads 
projects as part of the Project. Except as the Parties otherwise 
agree in writing, the program will include long- and short-term 
technical assistance to accomplish environmental objectives." 

VII. Summaries of Analyses 

The following is a brief summary of sectoral and 
institutional analyses developed for the design of the Project. 
(For an explanation of the evolution of the Transport Reform 
Project and the basis for the exhaustive design analysis, see the 
Introduction to this Project Paper.) 

Road Infrastructure and Institutional Analysis 

This annex provides a discussion of the road network 
management parastatals ODR and SNRDA. The principal analytical 
questions pertained to the institutional reform of ODR currently 



underway, and the identification of priority road maintenance 
networks by ODR and SNRDA in order to focus limited funding on a 
realistic number of kilometers of road and to maximize resources. 
The analysis also includes a discussion of the economic benefit 
of regular maintenance as opposed to new construction and no 
maintenance. 

The analysis was conducted concurrently with the initial 
pre-appraisal of the World Bank's Second Transport Rehabilitation 
Project. USAID-funded experts and transport staff benefited from 
collaboration with the Bank team and the thorough review of the 
ODR reorientation proposal, the ODR transition program for 
1990-1992, and the appraisal of the SNRDA Pilot Feeder Roads 
Project which all took place during the Project analysis period. 

The infrastructure and Institutional analysis uses the 
exhaustive World Bank-funded study of ODR (BCEOM, October 
1989-January 1990) as the basis for discussion. Key issues 
addressed in the analysis are: 

- The cost of Zalre's road program, analyzing 
multi-annual, combined GOZ and donor funding. Annex 3 presents 
two funding scenarios for the three year ODR Transition Program, 
the first projecting $519 million of combined funding with a GOZ 
contribution of $177 million ($59 million per year); a second 
projecting $451 million with a GOZ contribution of $160 million 
($40 million per year). 

- The organization of ODR and the details of its proposed 
shift to the private sector for greater involvement in road 
rehabilitation and maintenance. 

- The potential for gradual increased involvement of 
SNRDA in decentralized management of roads. 

- Issues related to private contracting relevant to both 
ODR and SNRDA. 

- Development of a corporate plan for ODR as a step in 
its reorganization. 

- Improvements in ODR and SNRDA reporting and accounting 
to increase transparency in the flow of funds and to provide a 
framework for better coordination of donor-funded programs and 
projects. 

- Institutional decentralization. 

- Transport planning. 

- Analysis of ODR1s proposed program. 



The annex provides the foundation for the Project 
institutional reform and planning reco:nmendations, particularly 
related to delegations of authority to the regions, management 
training and team building, and provision of assistance to the 
ODR Planning ~ivision. Many of the recommendation, however, are 
outside the limited scope of objectives and resources of the 
Project. USAID has negotiated the Project carefully with the 
World Bank and the GOZ, and recommendations for additional 
conditionalities and assistance to the roads bureaus will be 
included in the World Bank project and requested from other 
donors. 

B. Private Distribution and Construction Industry Analysis 

The USAID transport portfolio has included assistance for 
improvements in road infrastructure for two decades under the 
assumption that improved road conditions would result in reduced 
vehicle operating costs and an increased flow of goods and 
services. This annex provides a perspective on the road users in 
Bandundu and Shaba as well as the large transport companies based 
in Kinshasa. The analysis also includes a limited discussion of 
the formal road construction and maintenance industry. 

The study points out the vast difference between Bandundu 
and Shaba. Densely populated Bandundu, a region of poor soils 
and poor roads, is regarded by merchants and transporters as 
suffering from a lack of road maintenance, credit for vehicles 
and spare parts, and reliable road management institutions. Road 
transport is characterized by merchant traders, agro-industry and 
small, informal transporters. 

Shaba, which contains the mining fields of southeastern 
Zaire, has better soils and therefore greater potential for good 
roads. Transport there is dominated by the mining industry, with 
road transport overshadowed by rail transport. Roads and trucks 
are important however, and transporters complain that the roads 
are bad and that the maintenance institutions are ineffective. 
Interestingly, Annex 4 points out that the availability of credit 
is not a constraint to transporters wanting to purchase vehicles 
and spare parts as it is in Bandundu. 

The principal recommendations made in this annex pertain to 
the expansion of the transport industry. An initial study 
responding to industry expansion will be conducted under the 
Project research program. The recommendation that the Project 
take steps to rebuild the damaged confidence of private sector 
road maintenance contractors is the cornerstone of the Project 
contracting and supervision technical assistance, and is further 
reinforced with the Project conditionality related to funding 
transfers to the regions, increased delegations of authority, and 
the availability of CPF to provide guaranteed local resources for 
maintenance contracts. 



C. Regional Management and Finance of Road Maintenance 

The status of road subsector finance and management at 
regional levels is the subject of this annex. The analysis team 
met with naticnal and reqional officials including the governors 
of Bandundu and Shaba, the presidents of reqional assemblies and 
the division chiefs of key ministries. The principal issues 
addressed in the annex are road maintenance funding; planning, 
programming and budgeting; financial management; contractinq; 
inspection and supervision; and popular involvement in road 
rehabilitation and maintenance programs. 

The recommendations resultins from the field studies were 
developed to satisfy two objectives: (i) the establishment of 
reqional capability to manage the rehabilitation and maintenance 
of the regional road network, and (ii) the strengthening of 
reqional resource mobilization and administration capacity 
allowing the regions to make a significant contribution to road 
maintenance activities. 

The analysis provides the basis for the Project local 
resource mobilization (LAM) studies and field trials as well as 
the establishment of the TA road maintenance coordinator and ODR 
contractinq specialist in Shaba 

It was recommended that local currency resources be provided 
to the regions of Bandundu and Shaba to provide them with the 
financial wherewithal and necessary technical assistance to begin 
to inplement recommendations made in the analysis of reqional 
~anaqement and finance of road maintenance. Of the three options 
provided in the analysis, the Project will rely on the option of 
nixed financing for regional institutions, supplementing GOZ 
funds from the national-level with available regional 
contributions. 

Studies in the regions of Bandundu and Shaba will examine 
ways to strengthen institutional capability to collect and manage 
local resources with the objective of implementing LRM trials in 
the field. The recommendation to provide technical assistance to 
the Ministry of Decentralization has not been incorporated into 
the Project design on the basis that the recommendation went 
beyond the scope of the program and did not fit into the Project 
logical framework. 

D. Economic Analysis 

The economic analysis covers three topics: 

- the general economics of road rehabilitation and 
maintenance as it is applied in developing countries; 



- the expected returns to road rehabilitation and 
maintenance in Zaire accordir-g to the priorities set by ODR; - macro-economic considerations. 

There are high internal rates of return to road 
rehabilitation and maintenance expenditures in developing 
countries, and particularly in Category I11 countries like Zalre. 
Endiscounted annual maintenance costs plus periodic maintenance 
costs are eighteen times less than the cost of reconstructing an 
earthen road and twenty-nine times less than the cost of 
reconstructing a paved road. If this is the case, then one might 
ask why road maintenance has been so grossly neglected in so many 
countries. The answer is that road agencies bear only a small 
part of total costs as a road deteriorates. Discounted at a rate 
of 15%, the cost of reconstructing a road after ten years of 
neglect is paradoxically only slightly greater than the cost of 
maintaining it. However, such a calculation ignores the 
tremendous increases in costs to road users which occur when 
annual and periodic maintenance are neglected. When these costs 
are taken into account, one obtains internal rates of return to 
road rehabilitation and maintenance activities of 50 to 100 
percent or higher. 

In the specific case of Zalre, the road maintenance 
organization has adopted a maintenance strategy which shuns new 
construction (just as the World Bank policy study recommended) 
and has begun the task of prioritizing its road rehabilitation 
and maintenance for the 1990-1992 transition program. This 
prioritization is based principally on internal rate of return 
calculations with the following basic recommendations resulting 
froa this exercise: 

1. Salvage the existing paved road network of 2,801 k m ,  or 
2% of the total road network and 14.5% of the core 19,000 km road 
network, 

2. Give priority to continuity on major national highways. 
This requires maintaining earthen roads which are part of the 
core 19:000 km. network, 

3. Rehabilitate and maintain all bridges and ferries and 
provide minimal emergency maintenance to all other roads to keep 
them passable by trucks and four-wheel drive vehicles. 

This strategy is best categorized as triage, with the road 
sections showing the highest returns to rehabilitation and 
maintenance being those which will be put back into fair or good 
condition, and the condition of the rest of the network 
essentially being sacrificed to minimal or emergency maintenance 
only due to the general lack of resources (both domestic and 
foreign) . 



Finally, the economic analysis considers the macro-economic 
situation and discusses the significant risks to attempting a 
road maintenance program in the absence of a sound macro-econonic 
frazework and GOZ fiscal discipline. These risks include 
underfunding of ODR and erosion of real funding levels for road 
rehabilitation and maintenance by inflation as well as potential 
non-payment of the fuel taxes which are the major domestic source 
of funds for road maintenance. The magnitude of these risks is 
such that the analysis concludes that agreement must be reached 
on a sound macro-economic program with the World Bank and the IMF 
before USAID provides support to the GOZ road rehabilitation and 
maintenance program. 

E. Social Soundness and Research Analyses 

The Social Soundness Analysis and Research Annex contain a 
detailed discussion of traget population and project impact. 
Social soundness analysis focus is primarily on the impact of 
fuel imports, institutional and policy reforms, decentralization, 
and road rehabilitation on various populations, particularly 
rural households and private sector enterprises. The annex 
identifies ways in which the Project may affect road contractors, 
manual road workers, transporters, and farmers. Gender and 
urban/rural differentials are discussed as well as 
socio-political issues. 

A viable road network can make a significant contribution in 
the rejuvenation of Zalre's economy. The most immediate 
beneficiaries of improved roads will be major road users and 
people with access to capital, such as the owners of industries, 
com~ercial enterprises, and trucking firms. In rural areas the 
first beneficiaries of the Project will be merchant transporters 
and private sector road contractors and their employees. Women 
are most likely to benefit from the Project in their role as 
traders/transporters, farmers, and market vendors. They are 
unlikely to benefit from the project's training and employment 
opportunities. The most promising prospects for the Project are 
in areas where roads are one component of an integrated 
development approach. Rural households will be able to 
capitalize on the opportunity provided by better access to 
markets if they can increase their yields, improve the quality of 
their produce, and alleviate time constraints. 

The suggested economic indicators proposed in the Social 
Soundness Analysis and incorporated in the Project monitoring 
system are changes in traffic, transport costs, and commercial 
activity. Given the wealth of data being collected under 
agricultural projects and Mission research activities, the 
recommendation is made that the Project use this data for social 
impact analysis in addition to information collected in the two 
Project impact studies, one on the social impact of fuel 
adjustments and the other on transporters' response to improved 



road conditions. In order to identify appropriate interrentions 
that will address women's transport needs, the Project has 
included as part of its research agenda a study on intermediate 
trazsport technology and the informal transport sector. 

F. Summary of the Environmental Analysis 

The Initial Environmental Examination (IEE) conducted by the 
Regional Environmental Officer, REDSO/WCA; cleared by GC/AFR; and 
concurred in by the Africa Bureau Environmental Officer, 
recommended a neqative determination. The recommendation was 
based on a categorical exclusion for the policy reform, 
institutional reform, and technical assistance components. 

In response to the IEE recommendations and to further 
environmental guidance received from AID/Washington on related 
issues, the Project will provide funding for the initial 
development of environmental impact assessment program for roads 
projects to be institutionalized within Office des routes. 

Certain on-going USAID environmental activities are related 
to the Project and will provide direct, on-the-ground 
environmental impact information related to road maintenance. 
Under the Central Shaba Agricultural Development Project, 
significant non-lethal anti-poaching assistance has been provided 
to improve the National Park Service's protection of the Upemba 
National Park and other parks in the project area. Sensitive 
road segments in the Central Shaba project area close to the 
Upemba Park or through degraded rain forest have not been 
included in project work plans, as suggested by the original IEE 
for the project . 

Under the $6 million amendment for environmental activities 
to the Small Project Support Project, a number of PVO proposals 
on forest and wildlife conservation are expected, including 
assistance to the Zairian National Institute for Nature 
Conservation. Finally, the USAID FY 1990 - 1993 Action Plan 
lays out a long-term strategy for environmental activities that 
will support the environmental measures planned under the 
Proj ect . 



PROJECT AUTHORIZATION 

Naae of Country: Republic of Zaire 

Naze of Project: Transport Refom Project 

?lurker of Project: 660-0126 

1. Pursuant to the Foreign Assistance Act of 1961, as amended, and 
Title I1 of the Foreign Operations, Export Financing and Related 
Programs Appropriations Act, 1990, I hereby authorize the Transport 
Refcn Project for the Republic of Zaire, involving planned 
cbligations of not to exceed $4.8 million in grant funds over a 
four year period from the date of authorization, subject to the 
availability of funds in accordance with the A.I.D. OYB/allotnent 
process, to help in financing foreign exchange and local currency 
costs for the project. The planned life of the project is four 
years from the date of initial obligation. 

2. The project will assist the Government of Zaire (GOZ), and nore 
specifical<y, the Office des Routes of the ~ i n i s t r ~ '  of Public 
Works, to support the establishment of a sustainable and effective 
road maintenance system in Zaire. The project will fund technical 
assistance, research and environment activities, and limited 
procurement of vehicles, computer hardware and software, supplies, 
as well as short-term consultancies, audits and evaluations. 

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 
cznditions, together with such other terms and conditions as A.I.D. 
xay deem appropriate. 

a. Source and Oriqin of Commodities: Nationality of Goods 
and Services 

Except as A.I.D. may otherwise agree in writing: 
(1) Goods and services required for the Project, shall have, 
in the case of goods their source and origin, and in the case 
of services their nationality, in countries included in Code 
935 of the A.I.D. Geographic Code Book in effect at the time 
orders are placed or contracts are entered into for such goods 
or services ("Foreign Exchange CostsH), except as provided in 
the Project Grant Standard Provisions hnex, Section C.l.(b) 
with respect to marine insurance and except as specified in 
subsections (2) and (3) below. All reasonable efforts will 
be used to maximize U.S. procurement whenever practicable. 

(2) air travel and transportation to and from the U.S. shall 
be only upon certified U.S. flag carriers. In the case of 
general unavailability of U.S. flag carriers, air travel and 
transportation will be authorized by carriers of any 935 code 
country. 



(3) Ocean shipping costs financed under the Grant shall be 
only on vessels under flag registry of the countries included 
in A. I. D. Geographic Code 935 and Zaire, subject to the 5 0 / 5 0  
shipping requirements under the U.S. Cargo Preference Act and 
the regulations promulgated thereunder. 

5. Condition Precedent 

The Project Agreement shall contain a condition precedent 
providing in substance that prior to the first disbursement 
of funds under the Project, or to the issuance of any 
comitment documents with respect thereto, the Government of 
the Republic of Zaire shall furnish in form and substance 
satisfactory to A.I.D. a statement of the name of the person 
holding or acting in the office of the Grantee, and of any 
additional representatives, together with a specimen signature 
of each person specified in such statement. 

c. Covenants 

(1) The Parties agree to train staff members within the 
Planning Division of ODR in the development and integration 
of environmental criteria in the planning, execution and 
evaluation of roads projects; and 

(2) The Parties agree to establish an evaluation progran as 
part of the Project. 

' ' /  

Charles V .  Johnson 
Directod 
USAID Zaire 
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Xonsieur ie Directeur, 

Jfai lfhonneur de vous confirzer, par ?a ;reser,te, aa 
denande de parricipatlon de votre organisze ce cscperation 
bilaterale .pour le financement d'un prouramme dla=de B la 
rescrucruration instituticnnelle de lf3ffice ces r=E=es. 

En ccnsequence, je vous renouvelle tout 1'Fnterec rde porte 
:'Office aes routes a la realisation de vctre ?r,-gram;ne 
"Initiative de Transport Viable" (13). 

En effet ce proqrame s4inscrit parfaiteaent cans le cadre - 
de la reorganisatlon actuelle de lfOffice, avec l'aiae de 
differents bailleurs de fonds (BIRD/IDA, BAD, etc..). 

- 
La teneur de votre progra,me, elabore en collaboration avec 
nes services techniques, s ' hamonise totalenent avec le 
programme de reconversion 1990-1999 presence dernierement 
aux autorites de la Banque Mondiale a Paris. I1 ser~ira de 
support pendant la periode de transition devant pernettre a 
1 'Office des routes dlassurer ses responsabilites 
straregiques dans les secteurs inscitutionnels ae la 
planification, de la programmation et du contrble. Ce 
programne pernettrat tres certainement, le develop~ement 
ha~~onieux au secreur des transporis rcutlers , lui-gene 
necessaire a une bonne circulation des differezts flux 
connerciaux au sein de la Republique du zaire. 

Je me pernets dlattirer votre attention sur l'i~pcr~ance 
que j'aczorde au demarrage rapide de ce progra~rie, en 
parciculier a la mise en place des experts ae l'equipe 
d'assistance technique, afin que ceux-ci puissent etre 
associes, des llorigine, a la definition des orientations 
generales qui serviront de support a l'ensenble ae la 
reconversion. 

En vous 
programne, 
1 ' expressi 

renouvelant 
veuillez 

.on de ma cons 

1 ' interet que 
aareer . 
iderat 

a vot 
.rec=eu 
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AWYX I P r o j e c t  - L O G F W  

Transpor t  R e f o m  P r o j e c t  (660-01 26) P r o j e c t  Ass1 stance 

MRRATIVE SUWRY I OBJECTIVELY VERIFIABLE INDICATORS 1 MEANS OF VERIFICATION IWORTANT ASSUWTIONS 
PRCUECT GOAL: 1 Clcasures o f  Goal Achievement: I 1 Concernlng long  term value o f  

I I I program/project:  
Improve the  f l o w  of goods and serv l -11)  Increased volume o f  goods and s e r v l -  1 Data prov lded by paras ta ta l  and I 
ces on Roads and Rivers. I ces novlng over road network c o r r l -  1 p r l v a t e  sec to r  t ranspor te rs ;  road 11) Fore ign exchange a v a l l a b l l l t y  

I dors. 1 t a x  rece lp ts .  I and f u e l  p r l c l n g  p o l i c y  ma ln ta ln  

I I I general f u e l  a v a l l a b l l l  ty .  
12) Decreased t r a n s p o r t  cos ts  I n  constant1 Local surveys and impact s tud les I 
( terms; Increased compet l t l on  o f  I 
1 t ranspor te rs  

I 
I PEV/SANRU s t a t l s t l c s  I 

I I I 
13) Decreased p r l c e s  o f  t ranspor ted goods1 COL lndex 12) Complementary a g r l c u l  tu re ,  heal th, 

1 a t  d e s t l n a t l o n  and lncrease farm I I and p r l v a t e  sec to r  development 
I gate p r l c e s  and sales o f  farm I World Bank s tudies 1 a c t i v i t i e s  incredse demand 
I products. I ( f o r  t ranspor t  serv ices.  

I I I 
14) More movement of consumer goods I ( 3 )  P r i v a t e  t ranspor t  fndus t ry  
I t o  r u r a l  areas. I 1 expands t o  meet increased demand 

I I I f o r  serv lces and become more 
15) Improved qua1 1 t y  o f  and access t o  1 1 compet l t lve.  

I h e a l t h  and educational services. I I 
I I (4  ) GO2 contlnues market-or lented 

I I I s t r u c t u r a l  adjustment process. 

I I I 
I I I 



PROJECT PURPOSE: I END OF PROGRAM STATIJS INDICATORS I MEANS OF VERIFICATION 

I I 
To improve  i n s t i t u t i o n a l  p l a n n i n g  I 1 ) ODR and SNRDA budget  p r i o r i t i e s  I OFIDA, OR/SNRDA reco rds  
c a p a b i l i t y ,  r esou rce  a1 l o c a t i o n  I focused on maintenance and r e s t o r a -  I 
d e c l  s i ons .  and manageri  a1 p e r f o r -  I t i o n  o f  p r i o r i  t y  networks .  1 O f f i c i a l  B u l l e t i n  
mance . I I 

I I 
1 2 )  By 1994 ODR has reduced o p e r a t i n g  1 Fue l  c m p a n i e s / d i s t r i b u t o r s  
1 c o s t s .  I 
I I Regiona l  Governors ' o f f  i c e s  
I I 
1 3)  By 1994, ODR has i n c r e a s e d  c o n t r a c -  I Dept. o f  P l a n  
I t l n g  o f  maintenance, r e h a b i l i t a t i o n ,  1 
1 and management f u n c t i o n s  t o  p r i v a t e  I Donor L i a i s o n  
1 sec to r .  I 
I I E v a l u a t i o n s ,  PIRs, and s t u d i e s  
1 4 )  Regiona l  o r g a n i z a t i o n s  assume more I 
I p r o g r w n i n g / c o n t r a c t i n g  r e s p o n s i b i -  I 
I l i t y  f o r  r o a d  r e h a b i l i t a t i o n  and I 
I maintenance. I 
I I 
I I 
I I 
I I 
1 I 
I I 
I I 
I I 
I I 
I I 
I 1 
I I 
I I 
I I 
I I 
I I 
I I 
I I 

I IWORTANT ASSUWTIONS 

I 
( 1 )  Fue l  p r i c e s  r e f l e c t  i n t e r n a l  and 
I e x t e r n a l  lndrket  forces.  

I 
1 2 1  GOZ pays i t s  f u e l  consumption 
I b i l l s  on t ime. 

I 
( 3 )  Pe t ro leum companies pay 
1 t a x e s o n t i m e .  

I 
I 
I 
1 4 ) GOZ implements r e o r i e n t a t i o n /  
I r e f o r m l d e c e n t r a l  i z a t i o n  o f  OR 
I SNRDA. 

I 
1 5 )  USAlD L WB agree t o  comple- 
( mentary  p r o g r a m i n g  f o r  OR 
I and SNRDA. 

I 
1 6 )  Donors and GOZ w i l l  emphasi ze 
I r e h a b h a i n t e n a n c e  o f  e x i s t i n g  
J network.  

I 
I 
1 7 )  P r i v a t e  road  c o n s t r u c t i o n /  
I maintenance i n d u s t r y  i s  a b l e  

I and w i l l i n g  t o  pe r fo rm necessary 
I work, i s  compe t i t i ve ,  and 
I accountab le .  

I 
1 8 )  Impor t  r e g u l a t i o n s  f o r  cons- 
[ t r u c t i o n  equipment and mate- 
I r i a l s  a l l o w  road  maintenance 
I o r g a n i z a t i o n s  t o  f u n c t i o n  
I e f f e c t i v e l y .  

I 



OUTPUTS: I OWECTIVELY VERIFIABLE INDICATORS ( MEANS OF VERIFICATION I IWORTANT ASSUW TIONS 

I I I 
1 )  Road network maintenance and I 1.1 Decisions based on more accurate I GO2 records; o f f i c i a l  b u l l e t i n  1 1 )  World Bank & USAID coordinate 

r e h a b i l i t a t i o n  focus on p r i o r i t y  i and c u r r e n t  t r a f f i c  and road q u a l i - i  OFIDA s t a t i s t i c s  I e f f o r t s  t o  insure func t ion ing  
roads w i t h  h i g h e s t  s o c i a l  and I t y  data from C e l l u l e  d l In fo rmat ion  I Local surveys 1 t r a n s p o r t  f i nanc ing  system. 
economic re tu rns .  I fC I ) .  I World Bank data I 

I I OR/SNRDA records and bank statements1 2 )  GOZ p o l i t i c a l  w i l l  and orga- 
1 1.2 ODR and SNRDA long-term plans I 1 n i z a t i o n a l  capac i t y  e x i s t s  t o  s e t  
I developed t h a t  are cons is ten t  wi t h  I I ( a )  adequate funding l e v e l s  for  
1 avai  l a b l e  resources. I I t ranspor t  i n s t i t u t i o n s  and b )  

I ( O f f i c i a l  GOZ comnunications t o  I emphasize maintenance o f  

I I USAID/Worl d  Bank/UNDP 1 p r i o r i t y  road network. 

1 1.3 Coordinated GO2 road maintenance I I 
1 nat iona l  and reg iona l  p r i o r i t y  I I 
I network. I I 
I I I 
1 1.4 Donor c o o r d i n a t i o n  mainta ins p r i o -  I I 
I r i t y  on maintenance and r e s t o r a t i o n 1  Reports by S/T consul tants  1 3 )  OR w i l l i n g  and able t o  implement 
I o f  p r i o r i t y  network. I P r i v a t e  sector  contacts  I reforms recomnendations. 

I I I 
I I Reports by L/T TA personnel I 
I I 1 4 )  OR/SNRDA capable o f  superv is ing 
1 I Evaluat ions I expanded p r i v a t e  cons t ruc t ion  
1 I PIRs 1 i n d u s t r y  a c t i v i t i e s .  

2 )  Increased p r i v a t e  sec to r  involve-1 2.1 Manual and l i g h t  mechanical I Aud i t s  I 
m n t  i n  road maintenance and I con t rac ts  by ODR and SNRDA f o r  I I 
r e h a b i l i t a t i o n ;  reduc t ion  o f  ODR I earthen roads increase from 17,000 1 I 
f i x e d  costs .  I Km annual ly  a t  present  t o  34,000 KmJ I 

I by1994.  I I 
1 2.2 By 1994 ODR and SNRDA are contrac-  I 1 
/ t i n g  annual ly  f o r  1000 Km o f  e a r t h  / ( 5 )  M i r l l s te r  o f  T e r r i t o r i a l  Adminis-, 
1 road r e h a b i l  i t a t i o n .  I I t r a t i o n ,  Deputy Prime M i n i s t e r  
1 2.3 ODR personnel reduced from 6000 i n  I I of Pub l i c  Works f a c i l i t a t e  

1 1990 t o  4000 by 1994. I 1 OR/SNRDA co l labora t ion .  

Footnote: 
S/T Shor t  Term 
I /T Lonq Term 

I 
I USAID and World Bank donor 
I coord ina t ion  e f f o r t s  succeed 
I i n  l i m i t i n g  new construct ion.  

I 
I 
I 
I 
I 



OUTPUTS: I OUECTIVELY VERIF IABL€ INDICATORS I MEANS OF VERIFICATION 1 I WORTANT A S S U R T I O N S  
I I I 

3 )  Regtonal t n s t l t u t l o n s  rece lve  1 3.1 ODR Res t ruc tu r ing  Results i n  1 GO2 records; o f f i c i d l  b u l l e t i n  1 3 )  OR/SNRDA capdble o f  superv ls lng 
increased a u t h o r i t y  f o r  plannlng.1 Increased Delegdtlon o f  Au tho r i t y  I OFIDA s t a t l s t l c s  I expdnded p r i  vdte cons t ruc t lon  
procurement and personnel. 1 t o  the Regions. I Local surveys I Industry  d c t i v i t l e s .  

1 1 World Bank data I 
I 1 OR/SNRDA records and bank statements) 

I I 
I O f f l c l a l  GOZ comnunlcatlons t o  I 

i 3.2 SNRDA improves con t rac to r  super- USAID/World Bank/UNDP 
1 v l s l o n  us l ng  l oca l  Engineers. I 
I I Reports by S/T consul tants 

4 )  A l t e r n a t i v e  na t iona l  and reglonal  1 4.1 Road user cos t  and ddmage research I P r l v a t e  sector  contacts 
funding sources f o r  road na in te -  ( cmp le ted ;  recomnendatlons I 
nance l d e n t l  f l ed ,  recommended t o  I discussed w i t h  GOZ and accepted. I Reports by L/T TA personnel 
GOZ, and accepted I n  p r l n c l p l e .  1 4.2 Natlonal and reg lona l  f l s c a l  reform1 

I analys is  completed dnd recoimnenda- I Evaluat ions 
I t l ons  presented t o  GOZ and appro- I PIRs 
1 ved. 1 Audi ts  

I I 
I I 
I I 
I I 
I I 
I I 
I I 
I I 
I I 
I I 
I I 
I I 
I I 

I 
I 4 )  M in i s t e r  o f  T e r r l t o r l a l  
I Adminls t rdt ion,  Deputy Prime 
( M i n l s t e r a n d M l n l s t e r y o f  
I Pub l i c  Works f a c l l l  t a t e  
I OR/SNRDA c o l l  aborat lon. 

I 
1 USAID and World Bank donor 
I coord ina t ion  e f f o r t s  succeed 
I i n  l i m l t l n g  new construct lon.  

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 



INPUTS: 

1 )  P r o j e c t  Management (PSC) 

2 )  Technical ass is tance 

3 )  Research and Analys ls  

4 )  Conanodities ( t o  support) 

5 )  Evaluat ions and aud i t s  

Contingency 

To ta l  s: 

I OBJECTIVELY VERIF IABLE INDICATORS ( 
1 - CPF I 
) 1)  $720,000 240,000 1 

MEANS OF VERIFICATION I IRORTANT ASSUWTIONS 

I 
M i n i s t r y  o f  Pub l i c  Works, M in i s t r y  1)  AID/W provides funds. 
o f  Plan, USAID, Con t ro l l e r  and 1 
Program CIP Of f i ce ,  L/Cs issued 1 2 )  Miss ion has capaci ty  t o  

I program and manage funds. 
USAID Con t ro l l e r  records 

PIRs 
I 

1 3 )  Local aud i t  f i rms  ab le  t o  
Audi ts  ( undertake reviews o f  CPF uses. 
Eva1 ua t ions  I 

I 
1 4 )  GOZ w f l l f n g  t o  a l l o c a t e  CPF 
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SUMMARY AND CONCL USIW 

1 .  Jntroduction and obiectlves 

Zaire's distri~ution sector has Deen in a crisis situation 
for the past f2w yaars, characterized by a lack of supplies ana a 
shortage of patroleurn products in most regions, particularly :n 
the southern (SiiABA) and eastern (KIVU) parts af the country. 

Moreover, tha distribution companies responsl~le for 
callecting the parafiscal taxes included in the pricing structbre 
for petroleum products have not been able to pay their taxes 
regularly, in particular those owing to the Natlonal Roads Office 
(Office ass Routss), due to their own financial dlfficultiss. 

Many factors including obstacles at the institutional level, 
inadequate provision for distrlDutlon costs in 'the patroleum 
aricing strbct~re, the chronic shortage of hara currency, and the 
mounting arraars for the government's consumptien have contributsd 
to this situ&tion. 

Fol lowi ng a request by the Consei 1 Exucut I f , USAID I s prspared 
to support the fuel sector and set up a $30 rnlllion foreign 
exchanga assistance program to finance petroleum product imports. 
The corraspondlng local currency generated by these imports uould 
bs earmarked for investment In the road sector. 

The objective of this report is to prepare an analysis of the 
Cue1 sector and present a set of recommendations on which to base 
the USAID program. 

BEST AVAILABLE DOCUMENT 



3 -. S U C D ~ Y  and d i s t r ~ b u t i o n  system 

1 . 1  The i n f r a s t r u c t u r e  

The s x i s t i n g  i n f r a s t r u c t u r e  dces n o t  p e r m i t  a  r a g u l a r  
d i s t r i b ~ t i o n  o f  pe t ro l eum p r o a u c t s  th roughou t  t h e  c o u n t r f .  Some 
f a c i  1 i t i a s  a r e  run  down and p o o r l y  ma in ta ined .  A s i n g l e  l a r g e  
investment  of  $30 m i l l i o n  f o r  r e p a i r s  t o  t h e  :do Mataa i -K insnasa 
g i p e l  l nes  i n  1984-1987 has been rnaae d u r i n g  t h e  l a s t  f i f t e e n  years .  

2 . 2  Th+ p a r t i c i p a n t s  

U n t i l  1989 t h e  d i s t r i b u t i o n  o f  f u e l  i n  Z a i r e  was c a r r i e d  o u t  
by f o u r  companies: t h e  government-owned PETROZAIRE and t h r e e  
m lxed -cap i t a l  ownership f i r m s  (40% s t a t e ,  60% p r i v a t e ) :  FINA, 
MOBIL, an3 SHELL. The l i b e r a l i z i n g  o f  t h e  d i s t r i b u t i c n  s e c t c r  has 
cpenea LP t h e  i n t e r n a l  market  t o  o t h e r  p a r t i c i p a n t s :  

- j o l n t  i e n t u r e s  between PETROZAIRE and t h e  c o r p o r a t i o n s  E L F  

-AQUITAINE f o r  t h e  wes te rn  and sou the rn  markets  and AGIP f o r  
t h e  e a s t s r n  r e g i o n .  PETROZAIRE has become a  h o l d i n g  ccmpany 
" h i c h  w i l l  manage t h e  government 's  p a r t i c i p a t i o n  i n  chs 
d i s t r i b u t i o n  companies. 

- t 9 e  c r e a t i o n  o f  sma l l  p r i v a t e  Z a i r i a n  companies: Z A I R E  O IL ,  
L U B I N J I ,  YOSHAD, MADOVA.  The commercial a c t i v i t i e s  o f  tnese 
ComPanies a re  l i m i t e d  t o  t h e  SHABA r e g i o n  i n  sou the rn  Z a i r s  
where they serve t h e  l a r g a  s ta te-owned company (GECAMINES). 

F i n a l l y  t h e r e  a r e  a  number o f  smal l  r e t a i l e r s  w h o  buy 
petr0:eum p roduc t s  i n  200 l i t e r  drums f rom t h e  d i s t r i b u t i o n  
ccmpanies (minimum purchase 5  drums pe r  t r a n s a c t i o n ) .  These sma l l  
r e t a i l e r s  ma in l y  supp ly  t h e  a reas  i n  t h e  i n t e r i o r  o f  t h e  coun t r y  
n o t  covared by t h e  d i s t r i b u t i o n  f i r m s .  

2 . 3  Organization o f  i m p o r t s  

U n t ~ l  1985 PETROZAIRE had a  monopoly on t h e  r g o r t l n g  o f  
pa t ro leum p roduc t s ;  d i s t r i b u t i o n  companias were o n l y  i n v o l v e d  i n  
marke t ing  a c t i v i t i e s .  I n  June 1985, t h e  Conse i l  E x e c u t i f  dec ided 
t o  l i b e r a l i z e  t h l s  s e c t o r  by a l l o w i n g  d i s t r i b u t i o n  companies t o  
impor t  r e f i n e d  p roduc t s  f o r  themselves.  Howevsr, g i ven  t h e  
r i g i d i t y  of  t h e  market ,  t h e  f i n a n c i a l  problems o f  t h e  d i s t r i b u t i o n  
cJmpanias ana t h e  need t o  i m p o r t  i n  b u l k ,  impo r t s  a r e  poo led .  The 
Comitb d ' acha t  was t h u s  c r e a t e d  as a c c o r d i n a t l n g  body f o r  
impo r te r s .  I t  i s  r e s p o n s i b l e  f o r  p u t t i n g  o u t  c a l l s  f o r  t a n d s r ,  
choosing s u p p l i e r s ,  n e g o t i a t i n g  prices, i n s u r i n g  purchase p l a n n i n g ,  
&n3 2.srsee ing supply c o n t r a c t s .  



1 -  a r 3 c t i c a ,  ? E T R O Z A I R E ,  which ho lds  the  p o s i t i o n  o f  s a c r e t a r y  an 
Lna  c;rnml c t ae  s i n c e  May 1988 ,  i s  i n  charge o f  pe t ro l sum ~ r 3 d u c t a  
s u p p l i e s  th rougnou t  t h e  c o u n t r y .  D i s t r i o u t i o n  companies on l y  p l ay  
an adv i so ry  r o l e  wnich cons ide rab l y  l i m i t s  t h e i r  cho i cas .  

:n a c t ~ a l  f a c t ,  t h e  Comit6 d ' a c h a t  does n o t  ensure t h e  eas ing  c i  
impor t  r e s t r i c t i o n s  as t o u t e d  by t h e  a u t h o r i t i e s  nor  aoss i t  f a v o r  
csmpet i  t i o n  DetHeen t h e  d i s t r i  b u t o r s  by a1 l o w i n g  them t o  cnoose 
t n e i r  s ~ p p l i e r s .  

3 . 1  Fuel 

Pet ro leum p roduc t s  make up a  smal l  p a r t  o f  t n e  c o u n t r y ' s  
energy requ i rements ,  accoun t i ng  f o r  o n l y  7 %  o f  t o t a l  consumption. 
I f  o n l y  commercial energy consumption ( c h a r c o a l ,  f u e l ,  and 
e l e c t r i c i t y )  i s  taken  i n t o  c o n s i d e r a t i o n ,  f u e l  r ep resen t s  5796, 
e q u i v a l e n t  t o  30  kg of  o i l  pe r  person per  year .  T h i s  i s  ve ry   lo^ 
compared t o  o t h e r  sub-saharan A f r i c a n  c o u n t r i e s  where t he  average 
i s  140 k g  OE.  The s i t u a t i o n  i s  a l l  t h e  more d i s t u r b i n g  bscausa 
Z a i r e ' s  o i l  consumpt ion has remained a lmost  s t a t i c  a t  700,000 t ons  
aver  t h e  l a s t  t d n  years .  T h i s  i s  due t o  s e v e r a l  f a c t o r s :  

- low l s v e l  o f  i n d u s t r i a l  development 
- s t io r tage o f  ha rd  cu r rency  t o  buy impor ted  p roduc t s  
- l a c k  of  an adequate t r a n s p o r t a t i o n  i n f r a s t r u c t u r e  
- a f r eeza  on o i l  p r i c e s  

3 . 2  Consumption o f  p roduc t s  by r e g i o n  

Consumption v a r i e s  cons ide rab l y  f rom r e g i o n  t o  r e g i o n .  
Together,  K inshasa and Bas-Zai re  account f o r  65.5% o f  t h e  c o u n t r y ' s  
t o t a l  consumpt ion whi l e  t h e  sou thern  ( SHABA ) and e a s t a r n  ( K I V U  ) 
r eg ions  account f o r  13.5 and 2% r e s p e c t i v e l y .  To these r e g i o n a l  
d i s p a r i t i e s  i s  a l s o  added a  marked d i f f e r e n c e  i n  t he  tYPa of  
p roduc t  consumed. 

Gas01 i n e ,  kerosene, and f u e l  o i  1 make up 18.5%, 2 5 % ,  and 6 %  
r e s p e c t i v a l y  o f  t o t a l  consumption. 

An examina t ion  o f  p roduc t  consumption by r e g i o n  r e v e a l s  t h a t  
t he  d i f f e r e n c e s  a r e  ve ry  marked i n  t h e  sou the rn  and eas te rn  
r e g i o n s .  I n  t h e  sou th ,  t h i s  i s  due t o  t h e  presence of  t h e  S ta te  
m in ing  company ( G E C A M I N E S )  which consumes 80,000 m3 o f  d i e s e l  f u e l  
o r  a lmost 70% o f  t h e  t o t a l  consumption i n  t h e  sou th .  



I t  i s  ex t reme ly  d i f f i c u l t  t o  e s t i m a t e  t n e  s i z e  o f  =he p a r a i l a l  
market .  Two f a c t o r s ,  however, have been e s s e n t i  a1 t o  t n e  
development o f  a  b l a c k  market  i n  t h e  sou the rn  and e h s t s r n  r a g i c n s  
o f  Z a i r e :  

- t h e  cnanges i n  o f f i c i a l  011 p r i c e s  

- t h e  shor tage  o f  s u p p l i e s .  

The f i r s t  o f t e n  leads t o  t h e  second which has been t he  case 
i n  r e c e n t  years .  The v a r i a t i o n  i n  t h e  p r i c i n g  f o rmu la  aue t o  
changes i n  t a x a t i o n  has been t h e  ma jo r  f a c t o r  i n  i n t e r r u p t i n g  
s u p p l i e s  i n  these  r e g i o n s .  

Accord ing  t o  some es t ima tes  f o r  1989, t h e  p a r a l l e l  market  
hccounted f o r  50% o f  g a s o l i n e  and d i e s e l  s a l e s  and 80% of  kerosene 
sa les  i n  t h e  K i v u  r e g i o n .  I n  t h e  Shaba r e g i o n ,  b l a c k  market  s a l e s  
rep resen t  about  10 t o  20% o f  t o t a l  consumpt ion.  

4 .  S UDD 1  Y s t r u c t u r e  f o r  ~ e t r o l e u m  ~ r o d u c 3  

Pet ro leum p roduc t  s u p p l i e s  e n t e r  t h e  c o u n t r y  by t h r e e  
a l f f e r e n t  r o u t e s :  

J .  1 The wast  

The Hes te rn  r o u t e  which accounts  f o r  85  t o  90% o f  t h e  
c o u n t r y ' s  needs i s  s u p p l i e d  by l o c a l  p r o a u c t i o n  f rom the  SOZIR 
r a f i n e r y  ( 4 0 % )  and d i r e c t  impor ts  ( 6 0 % ) .  
A l though t h e  r e f i n e r y  has a  nominal r e f i n i n g  c a p a c i t y  o f  750,000 
tons  per  year ,  t h e  o u t p u t  a t t a i n e d  f r om t r e a t i n g  crude c l l  l i m i t s  
t h e  a c t u a l  c a p a c i t y  o f  t h e  f a c i l i t y  t o  300,000 t o n s .  
T h i s  i s  enough t o  s a t u r a t e  t h e  i n t e r n a l  f u e l  01  1  market  w l  t h o u t  
p roduc ing  s u r p l u s  f u e l  r e q u i r i n g  e x p o r t a t i o n .  

The remainder o f  s u p p l i e s  e n t e r i n g  t h e  west  (50%)  a r e  d i r e c t  
impo r t s  f r om o t h e r  A f r i c a n  c o u n t r i e s  ( I v o r y  Coast ,  Gabon, and t h e  
Congo). . 

d . 2  Southern and e a s t e r n  r e g i o n s  

The sou the rn  r o u t e  accounts  f o r  7 %  o f  t h e  c o u n t r y ' s  needs and 
i s  s u p p l i e d  v i a  South A f r i c a  (Durban) :  80% and Tanzania (Dar es 
Salham): 20%. 

The e a s t e r n  r o u t e ,  3% o f  t h e  c o u n t r y ' s  needs, 1s SUPPI l e d  
ma in ly  v i a  Kanya ( N a i r o b i ) .  



4 . 3  :;st af  impor ts  

3ue t o  t n e  h i g h  c o s t  of  f r e i g h t ,  impo r t  c o s t s  f o r  t he  e a s t s r n  
and s o ~ t h e r n  r o u t e s  ( a ~ p r o x .  350 $/m3) a re  douole che impor t  c o s t s  
f o r  t ne  westarn r o u t e .  Th is  doub l i ng  o f  cos t s  can oe e ~ p l a ~ n e a  z y  
the  h i s h  c o s t  o f  t r a n s p o r t :  120-145 $/m3 f rom Durban, 160 $ / m 3  f ram 
N a i r c b i ,  b u t  a l s o  by t h e  s u p p l i e r ' s  mark-up o f  40 t o  90 b/m3 
dapenai ng on t h e  p roduc t .  Thts  mark-up, whlch i s  separate f rom the  
i ~ s u a l  r e f i n e r y  marg in ,  i s  r e l a t e d  t o  t h e  e x p o r t  sppor tun1 t ;es  
a v a i l a b l e  t o  t h e  s u p p l i e r s  b u t  may a l s o  se t he  r e s u l t  o f  
cve rcna rg ing  by t h e  impo r ta r s .  

5 .  P r i c e  s t r u c t u r e  f o r  D P t r o l e w  DrOduCtg 

5 . 1  E v o l u t i o n  o f  p r i c e s  

P r i c e s  for pet ro leum p roduc ts  I n  Z a i r e  have unaergone two 
phases : 

A .  A p r i c e f r e e z e f r o m 1 9 7 4 - 1 9 8 8 .  D u r l n g t h i s p e r i o d t h e s a l l l n g  
p r i c e  t 3  consumers d i d  n o t  cover  t h e  a c t u a l  c o s t s  i n  r e a l  
terms.  Consequent ly,  t h e  d i s t r i b u t i o n  companies gave 
preceaence t o  supp l y i ng  t h e  western reg ions  af the  coun t r y  
(K insnasa ,  Bas Z a l r e )  ~ h l l e  n e g l e c t i n g  t h e  o u t l y i n g  r e g i o n s  
( a a s t  &nd s o u t h )  where t he  h i g h  c o s t  o f  d l S t r l D ~ t l O n  was n o t  
covered b y  t h e  s e l l i n g  p r l c e .  As a  r e s u l t ,  these reg ions  
s u f f e r e d  an interruption I n  s u p p l ~ e s  and shor tages.  

8 .  a  p r i c e  ad justment  phase beg inn ing  i n  November 1988 which 
r e s u l t e d  i n  two l a r g e  p r i c e  h i k e s ,  t h e  f i r s t  i n  NOvfmDer 1988 
( a n  average o f  +50%), t h e  second i n  February 1989 ( + l o o %  f o r  
p r i c e s  i n  t h e  west and +300% f o r  p r i c e s  i n  t h e  south and 
e a s t  1 .  
As o f  November 1988, t he  p r i c e  o f  pe t ro leum produc ts  1s 
a d j u s t e d  month ly  accord ing  t o  t h e  change I n  t h e  impor t  c o s t s  
and t h e  exchange r a t e  between t h e  Z a l r l a n  cur rency and t n e  
American d o l l a r .  

5 . 2  Comments on t h e  c u r r e n t  p r i c i n g  system 

The c u r r e n t  p r i c e - f i x i n g  system has been work ing r e l a t i v e l y  
w e l l  s i n c e  November 1988. However, seve ra l  f a c t o r s  should  be 
noted: 

- t h e  p r i c l n g  systsm i s  c o n t r o l l e d .  
The Conse l l  E x e c u t i f  reserves  t h e  r i g h t  t o  re fuse  p r l c e  
ad justments  f o r  p o l i t i c a l  o r  non-economic reasons. 

7 re 
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- t he  system does n o t  promote cpen c o m p e t i t i o n ;  , r l i fcrm 
p r : ces  are! s e t  f o r  consumers. Consequent ly ,  d i s t r 7 c ~ t : ; n  
companies & r e  n o t  encouraged t o  l nc rease  p r o a u c t i v i t y  n i t n i n  
t h e  s e c t o r .  

- Sunk c o s t s  shou ld  be recovered  and n o t  t h e  econom~c c z s t s  
th rough  a  r a t i o n a l i z a t i o n . o f  t h e  s e c t o r .  I n  t n ~ s  day the 
system undergoes a  s t a n d a r d i z a t i o n  o f  p r i c e s  a c c o r a i n g  ts 
r e g i o n  ( c r o s s  s u b s i d y ) .  

1 e  ~r ce maxlma system f o r  ~ e t r o l e u r n  ~ r o d u c t s  Th 6 

1 The p r i n c i p l e s  o f  t h e  system 

To overccme the  inadequac ies o f  t h e  c u r r e n t  p r i c e  s t r u c t u r e ,  
t h e  Consei 1 E x e c u t i f  has proposed a  new p r i c i n g  system based on 
t h e  f o l l o w i n g  p r i n c i p l e s :  

- t h e  p r i c e  o f  r e f i n e d  p r o d u c t s  w i l l  be determined s i m p l y  and 
o b j e c t i v e l y ,  t a k i n g  i n t o  account  t h e  a c t u a l  c o s t s .  Th i s  
i n c l u d e s  t he  c o s t  o f  impor ted  raw m a t e r i a l s  c a l c u l a t e d  w i t h  
i m p o r t  c o s t s  (CIF i n t e r n a t i o n a l  p o r t  p r i c e ) ,  t h e  a c t u a l  
d i s t r i b u t i o n  c o s t s  a d j u s t a d  t o  i n f l a t i o n  and t n e  
Z a l r e / d o l l a r  exchange r a t e .  

- t h i s  i s  t h e  p r i c e  maxima ( o r  c e i l i n g  p r i c e )  whicn 
d i s t r l b u t l o n  companies a r e  a u t h o r i z e d  t o  charge!. A l l  
companias can o f f e r  r eba tes  t o  t h e i r  c l i e n t s  I n  t n e  s p i r i t  
o f  compe t i t i on .  

- t h e r e  w i l l  be no more s t a n d a r d i z a t i o n  o f  p r i c e s  i n  advance 
by t h e  Consei l  E x e c u t i f .  P r i c e s  a r e  a d j u s t e d  mon th l y .  
Never the less ,  t h e  government r ese rves  t h e  r i g h t  t o  
r e t r o a c t i v e l y  c o n t r o l  t h e  companies' p r o f i t  marg in .  

6 . 2  Expected r e s u l t s  o f  t h e  system 

The p r i c e  maxima system i s  a  compromise between a  complete! 
f r e e i n g  o f  p r i c e s  and t h e  c u r r e n t  system. I t  i s  none the less  a 
d e c i s i v e  s t e p  towards l i b e r a l i z i n g  Z a i r e ' s  o i l  p r i c e s  i n  t h a t  I t  

addresses t h e  problem o f  implement ing a  long- term recove ry  process 
f o r  t h e  d i s t r i  b u t i o n  s e c t o r  on t h e  one hand and o f  ~ u p p l y l n g  t h e  
i n t e r n a l  market  under t h e  most f a v o r a b l e  c o s t  and q ~ a l l t y  
c o n d i t i o n s  f o r  t h e  coun t r y  on t h e  o t h e r .  

The p r i c e  maxima system shou ld  have t h e  f o l l o w i n g  p o s i t i v e  
e f f e c t s :  r e b u l l d i n g  o f  t h e  companies' f i n a n c i a l  s l t u a t l o n ,  



r s , l c a l i z ? n g  s a l e s  1n t h e  i n t e r i o r  o f  t h e  c o u n t r y ,  r s o u l ; 2 : n g  s f  
' 5 - 4 5  3 d o r k i n g  s t o c k s ,  s h r i n k i n g  o f  t h e  p a r a i : a l  rnarKet, 
increases c a m p e t i t i o n .  

Y o ~ e v e r  , t h e  expec ted  p o s i  t 1 ve r e s u  1 t s  a f  t R 2  p r i c e  rnax :,?a 
system c o u l a  be impeaed o v e r  t h e  s h o r t  te rm oy c e r t a l n  f a c t s r s ,  
; ; s r t l c u l a r l y  by t h e  presence o f  c a r t e l s  ~ i t h l n  t h 2  SeCcGr, t h e  
cecessary  f i n a n c i a l  a d j u s t m e n t s  o f  t h e  o i l  companies wno s ~ f f e r e a  
s ~ D s t a n t ? a l  l o s s e s  d u r i n g  t h e  p e r i o d  when p r i c e s  k e r e  f r o z e n ,  t r e  
c n r o n i c  f o r e i g n  exchange s h o r t a g e ,  and t n e  h i g h  c c s t  o f  t r a n s p o r t .  

7 .  T a x a t i o n  

' . 1  C a l c u l a t i o n  o f  t h e  t a x  b a s i s  

U n t i l  t h e  end of 1989 p e t r o l e u m  t a x e s  were c a l c u l a t e d  on t h e  
3as;s c f  t h e  average p r i c e  o f  i m p o r t e d  p r o d u c t s  and i n c l u d e d  an 
inrport  d u t y  o f  15%, an e x c i s e  t a x  o f  15%, and a  t r a n s p o r t a t i o n  
s u r t a x  o f  15-55% depending on t h e  p r o d u c t .  

T h i s  method of c a l c u l a t i n g  p r i c e s  had two m a j o r  drawbacks 

- i t  a m p l i f i e d  i n t e r n a t i o n a l  p r i c e  v a r i a t i o n s  and p r a j e c t e d  
them o n t o  i n t e r n a l  p r i c e s ;  

- t a x  revenues v a r i e d  a c c o r d i n g  t o  i n t e r n a t i o n a l  market  
p r i c e  fluctuations. 

To e l i m i n a t e  t h e s e  drawbacks,  t h e  IMF recommended i s o l a t i n g  
cne c a l c u l a t i o n  o f  t h e  t a x  b a s i s  f r o m  t h e  i n t e r n a t i o n a l  market .  
S lnce February  1990, t h e  t a x  b a s i s  i s  c a l c u l a t e d  on t h e  marke t  
p r ~ c e  l i s t  i n  $ / t o n .  

7 . 2  Terms o f  payment f o r  t a x e s  

S ince  February  1989, t h e  O f f  i c e  des Oouanes e t  Acc lses  (OFIDA 
1s r e s p o n s i b l e  f o r  c o l  l e c t i n g  a1 1  p e t r o l e u m  t a x e s  f o r  t h e  T resor  
P u b l i q u e  and t h e  t r a n s p o r t a t i o n  agenc ies .  

An agreement between t h e  t a x  o f f i c e  and t h e  o i l  i n d u s t r y  
s t a t e s  t h a t  t a x e s  must be p a i d  w i t h i n  9 0  days a f t e r  t h e  p r o d u c t ' s  
d a t e  o f  e n t r y .  T h i s  p e r i o d  w i l l  be s h o r t e n e d  t o  60 days on Apr11 
1 ,  1990.  

The C a n s e i l  E x e c u t i f  u n d e r t a k e s  t o  pay f o r  government 
consumpt ion w i t h i n  90 days o f  t h e  b i l l i n g  d a t e .  However, t h i s  
commitment has n o t  been honored  and a r r e a r s  have baen a c c u m u l a t i n g  
as a  r e s u l t  o f  t h e  government 's  d e l a y  i n  pay ing .  

Upon r e c e i p t  o f  t h e  t a x e s  f r o m  t h e  companies, OFIDA conveys 
t h e  taxes  t o  t h e  v a r i o u s  b e n e f i c l a r l e s  w i th in  1 5  t o  30 days 



3ccsr31ng t 2  t h e  f o l l o w i n g  s c a l e :  

- Pub1 i c  t r e a s u r y :  4s% 
- Department of  Roads: 4 3 %  
- o t n e r s  13% 

8 .  Pecommendations f o r  t he  lm~lementa-Q 

T3e fue l -ene rgy  s e c t o r ' s  re form Drogram has two o b ~ ~ c t l v e s :  

- t o  supp ly  t h e  i n t e r n a l  market a t  t n e  lowes t  p o s s i b l e  c ~ s t  
t o  t h e  c o u n t r y  as a  whole. 

- t o  e f f e c t  t h e  payment o f  t h e  p a r a f i s c a l  pe t ro leum taxes t o  
t h e  t r a n s p o r t a t i o n  agencies r e s p o n s i b l e  f o r  t ne  management 
and maintenance o f  t h e  t r a n s D o r t a t i o n  i n f r a s t r u c t u r e .  

I n  o r d a r  t o  meet these o b j e c t i v e s ,  s e v e r a l  s teps  must be taken  
t o  e l i m i n a t e  t h e  o b s t a c l e s  t h a t  remain t h rougnou t  t h e  d i s t r i b u t i o n  
s a c t o r  on t h e  one hand and t o  i n s u r e  t h a t  t n e  t r a n s p o r t a t i o n  
a g e n c ~ ? s  r e c e i v e  t h e r r  t a x  revenues on t h e  o t h e r .  

C ~ n s e q u e n t l y ,  t h e  U S A I D  program f o r  f i n a n c i n g  t h e  i m p o r t i n g  
o f  pe t ro l eum p roduc ts  should  o n l y  be implemented a f t e r  c e r t a i n  
:Jndi t :ons i n  t h e  f u e l  and p a r t i c u l a r l y  t h e  t r a n s p o r t a t i o n  Sector  
nave ceen met. 

Thsse p r e r e q u i s i t e s  can be grouped I n t o  -ma jo r  and mlncr  
s a t e g o r i s s .  The major  c o n d i t i o n s  a r e  e s s e n t i a l  i f  t h e  GDJect lves 
s e t  3 ~ t  by U S A I D  a r e  LO be met. The minor  condl  t i o n s ,  2n tRe o t h e r  
hand, ~ 1 1 1  n o t  Jeopard ize  t h e  p r o j e c t  i f  they  remain u n f i l l e d .  

8 .1  ? r e r e q u i s i t e s  f o r  t h e  f u e l  s e c t o r  

a .  1 . I  Major  c o n d i t i o n s  

A .  ~ i b e r a l i z a t i o n  o f  pe t ro leum p r o d u c t  p r i c e s .  

The implementat ion o f  t h e  maxima p r i c e  system i s  
e s s e n t i a l  t o  r e b u i l d i n g  t h e  U i s t r i b u t i o n  s e c t o r  and 
c o n s t i t u t e s  an i n t e r m e d i a t e  s t e p  towards f r e e i n g  product  
p r i c e s .  P r i o r i t i e s  i nc l ude :  

- e n s u r i n g  t h a t  t h e  maxima p r i c e  system i s  p u t  i n t o  p l ace  t o  
a v o i d  t h e  p r i o r  s t a n d a r d l z l n g  o f  p r i c e s  by t h e  Cansel l  
Execut i f 

- e s t a b l i s h i n g  a  t i m e t a b l e  f o r  t h e  l i b e r a l i z a t i o n  o f  p r l c e s  

I t  shou ld  be no ted ,  however, t h a t  t h e  p r i c e  maxima system can 
be s u b s t i t u t e d  f o r  a comple te ly  l i b e r a l i z e d  systsm over  t h e  
nsdium te rm i n s o f a r  as i t  takes  i n t o  account  t h e  a c t u a l  c o s t s  



s f  lqportatlon and d:strlDution, these costs =sing aajustea 
3nnually In $iton according to the US cznsumer trice :r,aex. 

0 .  Llfting of import restrictions on petroleum proaucts 

:n order to ensdre that the selling and financing of ?mporced 
proaucts are carried out under optimal condit?ons, competitive 
Dlds should De opened up to all suppler members of tne dorlb 
Eank and not limited, as they are now, to members of tne 
Zammunaut4 Economique des Etats de 1'Afrique Centrale. 

C. Operation of the Comit6 d'achat 

Tha Comit6 d'achat must be independent of the government 
-owned PETROZAIRE. To this end: 

- distribution companies must have a real say in the Comita 
d'achat. The dominant role of PETROZAIRE must be curtailed 
so that other companies are placed on an equal footing with 
the government-owned company. 

- the Camit6 a'achat must be the sole body responsibla for 
releasing international calls for tender and for signing 
supply contracts. 

8.1.2 Minor prerequisites 

A .  Liberalization of the internal markst distribution 

Two steps could be taken by the authorities in oraer to 
ensure a better supply to tne interior of the cauntry: 

- legalizing the resale of products by small merchants, 
subject to certain regulations 

- reducing the required minimum purchase of 5 drums to 
1 drum for small merchants 

8 .  Operating procedures for Zaire-Oleoduc 

Distribution companies must be allowed t@ c2-ticipate in 
the managing of the proposed company Zaire-Oleoabi, whose role 
will be to manage the planned ~uanda-~atadi pipeline. 

C. Sectorial studies 

Zaire's fuel sector i s  poorly understood due to the lack 
of studies or sectorial analyses. The following studies are 
recommended: 

- A study of distribution and transportation costs 



2 i s t r i 3 u t i o n  and t r a n s p c r t a L i e n  c o s t s  csn ta inea  i n  =r,e 0 1 :  

p r i c : n g  SLruc tu re  a r e  ve ry  n i g h  campared w i t n  o t n e r  A f r : can  
c o u n t r i a s  and t n e r e  i s  a  p o t e n t i a l  f o r  increased p roduc t1  4 1  t y  
i n  t n l s  area.  An l n d e p t h  s tudy  o f  these c o s t s  d c d l d  r edea l  
t h e  r a i z v a n t  f a c t o r s .  

- A s tudy  o f  f u e l  consumpt ion 

No r e l i a b l e  s t a t i s t i c s  a r e  c u r r e n t l y  a v a i l a b l e  on t he  
consumpt ion o f  pe t ro l eum p roduc t s  based on tne brancn c f  
I n d u s t r y  and t h e  r e g i o n .  Consequent ly ,  i t  i s  i m p o s s i b l e  t o  
make accu ra te  p r o j e c t i o n s  o r  t o  measure t h e  e f f e c t s  o f  p r i c e  
f l u c t u a t i o n s  on s e c t o r i a l  demand on a  r e g i o n a l  and n a t l o n a l  
l e v e l .  Th i s  l a s t  p o i n t  i s  e s p e c i a l l y  i rnoor tant  g i v e n  t n e  
nominal  change i n  p r i c e s .  

Such a  s tudy  shou ld ,  t h e r e f o r e ,  ga the r  s t a t i s t i c s  a c c c r d i n g  
t o  t h e  demand 1 n  spec1 f i c  s e c t o r s  ( t r a n s p o r t a t i o n ,  I n d u s t r y  , 
m i n i n g ,  anergy )  and a c c o r d i n g  t o  r e g i o n .  

8 . 2  P r e r e q u i s i t e s  f o r  t h e  t r a n s p o r t a t i o n  s e c t o r  

3 . 2 . :  MaJOr c a n d l t l o n s  

A .  Honor ing o f  t h e  terms o f  payment f o r  ;ara f7 ,sca i  t axes .  

The s t r l c t  hono r i ng  o f  t h e  terms o f  payment f o r  pe t ro l sum 
taxes  ay the  d i s t r i b u t i o n  comoanies t o  CFIDA i s  i m p e r a t i ~ s  
t o  t h e  Proper  f u n c t i o n i n g  o f  t h e  t r a n s p o r t a t i o n  agenc les .  
There fo re ,  taxes  must be p a i d  w i t h i n  6 0  days o f  t h e  e n t r y  
d a t e  o f  t he  p r o d u c t .  These terms can o n l y  be r e s ~ e c t e d  D Y  

d i s t r i b u t i o n  companies i f  consumpt ion by t h e  government ~ n d  
p a r a s t a t a l  companies i s  a l s o  p romp t l y  p a i d ,  w i t h i n  120  and 
90  days r e s p e c t i v e l y  o f  t h e  d a t e  t he  o roauc t  was p l aced  a t  
t h e i r  d i s p o s a l .  

8 .  Remi t tance of  t a x e s  by OFIDA t o  t h e  t r a n s o o r t a t i o n  
agenc i as 

OFIDA must redistribute t h e  pe t ro l eum taxes  t o  t h e  
transportation agenc ies  w i t h i n  15  days of  r e c e l p t  o f  payment 
f rom t h e  o i l  companies. 

C .  Payment procedures f o r  government ConS~mPtiOn 

To a v o i d  de lays  i n  payments f o r  government consumption, t n e  
6udget Department must s e t  up a  s p e c i a l  budget procedure:  

- by i n s t l t u t l n g  a  r a p l d  payment d ispersement system, 
Gn a  month ly  b a s i s  f o r  example 



- by g ~ v i n g  pr~ority ta tne a i  iccation of ~etroieun t a x e s  t o  
'r3nscertation agencles in casa 2f a  cafault c j  cne 
~avernment on 1ts payments for 3 ;  conssc;t~vs cays. 

A .  Establisnment of new buylng procezures 

Governmant consumption must ce open L=  z;moe:itivs oizs ~n 
crasr to oenefit from optimal ~uyinq ccncltions, 1n kee31ng 
wlzn tne max~ma price system. 

9. Paying of arrsars 

Tne current s~tuation of arrsars betwesn ths government, tne 
parastatal comoanies, and the participants in tne 
~1str1butlon system must be resolvea and a timetab12 set up 
for the paying cf arrears. 

;EST r, AVAliABlE DOCUMENT 
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CHAPTER 1 

JNTROOUCTION AND OBJECTIVES 

' a i r s ' ;  si2nOmiC re forms,  undertaKen w i t h  t k e  suppo r t  s f  : t s  
f i n a n c i a l  backers ,  a r e  a ~ m e d  a t  s t i m u l a t i n g  t h e  c o u n t r y ' s  econcrnic 
;rowth.  his growth 1s o n l y  p o s s i b l e  p a r t i c u l a r l y  i n  a g r i c d l t u r s ,  
? f  an acequats i n f r a s t r u c t u r e  i s  i n  p l a c e .  

S i  nca 1 9 3 7 ,  t h e  Nat i o n a l  Roads O f f  i c e  ( O f f  i ca des R o u t a s ) ,  t h e  
main body i n  Charge o f  managing t h e  c o u n t r y ' s  r oad  ne twork ,  has 
a r a m a t i c a l l y  c u r t a i l e d  t h e  amount o f  maintenance and r e n a o i l i t a t i s n  
nark  c a r r i e d  c ~ t  as a  r e s u l t  o f  an acu te  f i n a n c i a l  c r i s i s .  

T h *  c r i s i s  s i t u a t i o n  was ma in l y  caused by t h e  d i f f i c u l t i a s  i n  
c; l :ect ing p a r a f i s c a l  taxes  con ta i ned  i n  t h e  p r i c i n g  s t r u c t u r e  o f  
~ s t r o l e c i m  p raduc t s ,  n h l ~ h  make up 7 5 %  o f  t h e  depa r tmen t ' s  revanues.  

The f u s l  d i s t r i b u t i o n  companies who a r e  r e s p o n s i b l e  f c r  
: a l l e c t i n g  and r e m i t t i n g  t h e  s u r t a x  have had financial problems of  
t h e i r  okn over  t ne  l a s t  few years .  These d i f f i c u l t i e s  a re  t k e  
r e s u l t  ;f a  n i a l f u n c t i o n i n g  o f  Z a i r e ' s  d i s t r i b u t i o n  s e c t s r ,  
:naractsr ;zad b y  o b s t a c l e s  a t  t h e  i n s t i t u t i o n a l  l a v e l ,  i n a a e ~ u a t a  
2 r s v i  s:;n f=r d i s t r l  b u t l o n  c o s t s  i n  t h e  f u e l  p r i C i n g  S t r u C t u r s ,  
h r rea rs  :n payrnants f o r  pub1 i c  and semi-publ  i c  csnsumpt;on, and 
Lna c n r o n i c  snor tage  o f  ha rd  cu r rency .  

Cssp i t e  jam2 maasures under taken  by t n e  a u t h o r l t l e s ,  a  maJor 
s f  t h e  ene rgy - f ue l  s a c t o r  i n  o r d e r  t o  i nc reasa  

efficiency has n o t  been fo r thcoming .  

Fo 1 1 ow i nq a  reques t  by t h e  Consei 1 Execu t i  f , USA10 I s  p repa rsd  
t o  suppo r t  t h e  fue l -energy  s e c t o r  and s e t  up a  $30 m i l l  i o n  h a r d  
cu r rency  ass i s tance  program t o  f i nance  pe t ro leum p r o d u c t  impo r t s .  
The cor rsspond ing  l o c a l  cu r rency  generated these impo r t s  would be 
earmarked f o r  road maintenance and r e h a b i l i t a t i o n  as w e l l  as 
improv ing  management o f  r e g i o n a l  agenc ies i n v o l v e d  i n  t h e  t r a n s p o r t  
s s c t o r  . 
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'a mest t n i s  o ~ j e c t i v e  U S A I D  will e x a m i n e  t n e  conaitions f o r  
i m D l e m e ~ t l n g  s u c n  a program. The O D J e c t l v e  o f  t h i s  regort 1s  t o  
;regare an analysis o f  t n e  fuel s e c t o r  and gresenr; a s e t  c f  
reccmmenaations o n  whicn t o  base the USAID program. 

This study wi 1 1  e xamine the fuel s e c t o r  ~y concentrating on 
cne fallowing elements: 

- t h e  s u ~ o l y  and distribution system - cons~rnption 
- the supply structure 
- the pricing system f o r  petroleum p r o d u c t s  
- taxation 



The d i s t r i c u t i o n  s e c t o r  has been i n  a  c r i s i s  s i t u a t i o n  i;r 
c5s pasc fsw y 2 a r s ,  c h a r a c t e r i z e d  by a  l a c k  o f  s u o c l i e s  and t y  a  
s h c r t a g e  o f  ~ e t r o l a u r n  p r o d u c t s  i n  most r e g i o n s ,  p a r t i  c u l  a r ~  y i n  
Lna s a u t n e r n  (SHABA) and e a s t e r n  ( K I V U )  C a r t s  c f  t h e  c e u n t r y .  

Many f a c t o r s  i n c l u d i n g  t h e  i nadequa ts  i n f r a s t r u c t u r a ,  t n e   lac^ 
a f  a  permanant ~ o r k i n g  a r rangements ,  and i n c o m p l s t e  l s g i s l a t i o n  t o  
= l l o w  f o r  t h e  normal  f u n c t i o n i n g  o f  t h i s  s e c t o r  have c 2 n t r i c u t a d  
,. - ," i h i s  s i t u a t i o n .  

Ths i n f r a s t r u c t u r e  f o r  Z a i r s ' s  f u e l  s u p p l y  and d i s t r i c u t l o n  
s y s t l m  i s  ccmposed o f  t h e  f o l l o w i n g  m a j o r  i n s t a l l a t i o n s :  

- u n l o a d i n g  f a c i l i t i e s  f o r  t a n k e r s  i n  Matad1 and Muanda; 

- t h e  S3ZIR r e f i n e r y  i n  Muanda w i t h  6 nomina l  c a p a c i t y  ;f 
750,000 t o n s  p e r  year and a  s t o r a g s  t a n k  c a p a c i t y  s f  
160,GOO m 3 ;  

- a  f i e s t  i n  t h e  c o a s t a l  2;ne o f  t h s  I a i r e  R i v e r  , 3 n s i a t i n g  
~i 3 push b c a t s  and 6 - 1800 m3 c s r g e s ,  wh ich  a r s  used f o r  
4 n l o a d l f i g  t h e  t a n k a r s  and transporting t h e  r a f i n s d  
p r o d u c t s  batwean Muanda and M a t a d i ;  

- t r a n s i t  d e p o t s  1n Ma tad i  (76 ,000 rn2) and K inshasa ( 7 5 , 3 0 0  
m:); 

- two s i x - i n c h  p i p a l i n e s  f r o m  Matad i  t o  K inshasa  w l t h  a 
nominal  c a p a c i t y  o f  1 . 4  m i l l i o n  m3 p e r  yea r ;  

- t h i r t y . o r  so r e g i o n a l  d e p o t s  t o t a l l i n g  90,000 m3, : n c l u d l n g  
I l e b o  23,000 m3, K l s a n g a n l  11,500 n 1 3 ,  A k a t l  13,000 m3. 

- r i v e r ,  r a i l ,  and r o a d  t r a n s p o r t a t i o n  n e t w o r k s  f o r  t h e  
i n t e r i o r  o f  t h e  c o u n t r y .  

The e x i s t i n g  i n f r a s t r u c t u r e  does n o t  a l l o w  f o r  a  r e g u l a r  
distribution o f  p e t r o l e u m  p r o d u c t s  t h r o u g h o u t  t h e  c o u n t r y .  Soma 
f a c i  l i t i e s  a r e  r u n  down and p o o r l y  m a i n t t i i n e d .  A s i n g l a  l a r g e  
7nvestrnent  - r e p a i r i n g  t h e  two ~ a t a d l - ~ i n s h a s a  p i p e l i n e s  i n  1984- 
IS87 f o r  $30 m i l l i o n  - has baen made i n  t h e  l a s t  f i f t e e n  y e a r s .  

BEST AVAILABLE DOCUMENT 



A 1 9 3 7  scddy c y  the Frencn researcn g r o u p  TECkiN:F stacss :-st 
En, sxls.c:n3 ir,fraStrbCtUre must be expanaed 2 y :  

- c0nstruct;nj an off-shore unloading facility fcr EanKers. 
Tanhsrs dre currsntly unloaaed by Darges wnicn takas an 
average sf three aays. 

- plhcing d buoy off Muanda 

- constructing an undersea pipeline from Muanda to the SOZIR 
S 1 ts 

- construcL,nj a 125 km pipeline from Muanda to Matadi 

Among thesa projects, the most urgently nesded as well as the 
most profitable would be the ~ u a n d a - ~ a t a d i  pipel ine at an estimated 
cast of $22 million. This investment would reduce transportation 
casts by approximataly $8 mi 1 1  ion per year at present rates of 
traffic by eliminating the thnker run betwsen Muanda and Matadi. 

Accaraing t the World Bank the project would be a Jolnt 
venture batkeen state and private companies, tne financing provided 
jaintl y w i t  tha Ital ian government through a Energy Sactor 
Adjustment Credit. 

2 . 2 . 1  Jurisdiction 

T h e  distribution of petroleum products falls mainly under tha 
:urlSdl~tlOn of the National Economy and Industry Department and 
Lna Dspartmant of Mines and Energy, which providas a l ~ n k  Cetween 
tna administration and the other participants. This authority 
 tenas as over: 

- suppl ies 

- product pr i ces 

Ths Departmant cf Mines and Energy is more spaeifically involved 
WI tn: 

- secur i ty for suppl ies 

- qusl lty control of the products 

- organizing the distribution 

The National Economy and Industry Dspartment is the body w h ~ c h  
f lxes pricas. 



: . : . 2  The P3.rticipants 

The distrlbution of pstroleum products in ;airs 15 carr:ea abt 
G Y  two catsgorlas of participants: distribution cornpsnics ana tne 
Z a ~ r i a n  company SEP which handles the transport f 3etralsurn 
Groaucts for the bhole country. 

A. The distribution comoanies 

until 1935, petrzleum Products ware distri~uted D y  faar 
ccmpanies: 

- tne crown corporation PETROZAIRE which was crsated in 
danuary 1978 

- three business corporations with mixed capital (40% atats, 
60% private): FINA, MOBIL, and SHELL 

The markdt sha re  of each campany in 1989 was as follows: FINA 40%, 
MGBIL 7 4  % ,  SHELL 21 % ,  PETROZAIRE 15%. These figures wlll changs 
cansiderably ovar the next few years due to ths 1989 opsning up of 
tne dlStr1Dut:On market to other participants: 

- two joi nt ventures, the PETROZAIRE csrporat icn wl th the 
intsrnatlcnal corporations ELF-AOUITAINE for the wastsrn snd 
soutnern markets and with AGIP for the eastsrn marksts. 
PETROZAIRE has become a holding company wnlcn Mi11 manage tne 
jovarnment's snare in the distribution companies; 

- small private Zairian companies: ZAIRE OIL, LdBINJI, YOSHAD, 
MACZVA. The commercial act7vities of these companies ars 
limited to the SHA8A region in southern Zaire where they 
mainly work for the large government corporation (GECAMINES); 

- there are a number of small r e t a ~ l e r s  who buy productsin 20G 
lltre drums from the large companies. Current regulations 
stipulate that these r e t a ~ l e r s  must buy a minimum of 5 drums 
per transactlon. These small retailers mainly supply thS 
market in the interior of the country which is not covered by 
the distribution companies. 

a .  Transport-Storage 

Zai rs-SEP, a mixed company whlch is 4 2 . 6  Y state owned and 
57.4% privately ownad by international corporatlons: PETROFINA 
(26.6%), MOBIL ( 7 . 8 % ) ,  and SHELL (13x1, enJoys a monopoly of 
the storage, transport, and dlstributlon of petroleum products 
throughout the country for the distribution companles; 



T Stat5 affective1 y controis tne ;orporat:cn sines .: 
provides 3 out sf tne 10 administrators (irclU2lng tha 
President du consell 1 .  Furthermore, the comohny stztdtes 
stipulate that no decision can be made i f  two aaminlstrators 
vote against the proposal. 

PETROFINA plays a dominant role in tna current management of 
the company becausa of the technical assistance it provides 
to Zaire-SE?. 

Until 1965 PETROZAIRE had a monopoly on the importing of 
3etrolaum products; dl stri but ion companies were on1 y involved in 
rnarKeting activities. In June 1985, the Consall e~ecutif decided 
t 11Psrallze this sector by allowing distri~utlen companies to 
import refined products for themselves. 

Navertheless, g ~ v e n  the rigidity of the market, the financial 
prcolems cf the aistribution companles and the need ta import ;n 
bulk to rsduce freight costs, imports are pooled. 

In this caoacity the Cornit6 d'achat, created as a coordinating 
body fsr ImporLsrs and under the auspices c f  the Department o f  
Mines and Enargy, puts out cal Is for tanaer, cnooses s~opl isrs, 
~76gatiates prices, ensures purchase planning, and overseas the 
S ~ C O  1 y cantracts. T h ~ s  procedure applies only t snipments 
arltsrlng via the west via Matad1 ; these maasuras ara not appl led 
ta imports in ths east or the south. Import contracts in the west 
ire open ta competltlve bids accordlng to tne provisions governing 
procurement contracts. Desp~te the fact that any foraign company 
can submlt a bid, there is a clause which states that intarnational 
particiEation must be 1 iml ted to companies from the "Communauta 
Econom~aua des Etats de 1'Afrlque Cantrale" (CEEAC) unofficial 
translatlon: Economlc Cornrnunlty of Central Afrlcan Statss. Thls 
provision does not guarantee the lowest pr~ced supply of patroleum 
products hnd is, moreover, contrary to IDA regulations. 

In practice the government-owned company PETROZAIRE, which 
nolds ths office cf secretary since May 1988 (c~rcular M s y  2 2  
19831, 1s In charge of petroleum product supplies throughout tne 
country. Olstrlbutlon companies only play an advisory role ln 
striking aeals and in managl ng supply contracts. Thus, the 
astabllshed practices of the Cornit4 d'achat llmit tha cnslcls ~f 
tna participants. 

In actual fact, the Comi t4 d'ac.hat does not promota the easing 
of import restrictions as touted by tha autncritizz r - -  '--- - *  
favor open ,--nc;: - ' _ *  - -  t z t ' . -  - . -  4 .  ""h. +-v  



- - - - - .  - , . -  - .  - - - . -  ~tlCfi SECtGr i: L = , T ;  , ~ U J T I  T,f2; , ,2ZS 1s - ..-, jc~ver,~ea by an incompleta ~ o d y  of 1egislat:on i lzc; 1: ::. I - - -  - 
: i d  f;r :mosr;s anJ cis~r.:~=i:n). There i s  some confusion as to 
nnlch '3ws a re  in force. Thus scme ~rovlsicns cre3ted 5y 
- - ? ' r - i p - 2 s  s s ; ~ ~ ?  7935 ware later modified ~y circulars at tha time 
. . ren !moort restrictions were belng eased. No ordinance has ever 
:;su23 t3 ccnfirrn the changes. Particularly: 

- the "Ordinance 8 1 - 0 0 4 "  of February 14 ,  1981 whicn stipdlatas 
that :mporting and exporting of hydrocarbons and their 
2arivatives are the monopoly of the State and shall be 
carr led out by PETROZAIRE. Nonetheless, companies sr psrsons 
may lmport or export certain products under the conditions 
sat out in the specifications and wlth the authorization of 
?ETF?CZAIRE. The gouverneur of the Banque du Zaire relaased 
a circular on June 5  1985 announcing that in accordance with 
the decisicn of the Executive C ~ u n ~ i l ,  0 1 1  companles could 
now import without the prior authorization of PETROZAIRE. 

- tne "Ordinance 84-145"  of July 2 1984 surrendering the State's 
participation in petrolsum distribution companles ta 
PETRGZAIRE which was invalidated by a letter (no. 
:3J;csb/MINES) an August 19, 1985. 

Appendix 1 gives thz main legal t s ~ t 3  csncarninj tha 
<istribution szctor. 

in order to compensate for inadequacies and to correct the 
anomalits in the supply and distribution system of petroleum 
products, a study of the operating procedures and of tne 
institutisnal structure of the sector carried out by the research 
group TRANSENERG in March 1988 which made the following proposals: 

1. importing, marketing, and distributing of petroleum products 
should only be undertaken with the authorization of tha 
Conseil Executif for a renewable period of 5 years. The 
territory should be specified. 

3 . the p r ~ c e  maxima will be set according to tha rules set up by 
the administration, changes in international prices, and in 
the cost of distribution. Distrlbutlon comDanies can give 
reoates on the prlce maxima in the s p l r ~ t  of com~atltlon. 

These two proposals form the basis of the reforms prepared by the 
Conseil Executif w ~ t h  t ne  aim of improving the distribution Sector 
In Zaire. 



CHAPTFQ 2 

PFTROLEUM PRODUCT CONSUMPTION 

P o s ~ t i o n  o f  f u e l  i n  enersv consumDtion 

T o t a l  energy consumption i n  Z a i r e  i s  1 0 . 4  m i l l i o n  t z n s  o i l  
a q u i v a l e n t  ~ n i c h  rep resen t s  an annual pe r  cap1 t a  consumpt ion o f  3 3 0  
kg OE.  F u e l ~ o o a  i s  t h s  principle fo rm o f  energy ussd b y  noussnolds 
and p r o v i d e s  8 7 . 5 %  o f  t h e  c o u n t r y ' s  t o t a l  energy supplies. 
Pet ro leum p roduc t s  account f o r  o n l y  7 %  and e l e c t r i c i t y  f o r  4 . 5 %  
( see  t a b l e  3 . 1 ) .  

I f  on 1 y commercial energy consumpt ion ( c h a r c o a l ,  hydrocarbons,  Lnd 
electricity) i s  t aksn  I n t o  c o n s i d e r a t i o n ,  hydrocarDons r e p r e s s n t  
5 7 %  o f  t h s  t o t a l  o r  3 0  k g  OE per  person  p e r  yea r .  Th i s  i s  t e r y  
low ccrnparea t o  o t h e r  Sub-Saharan A f r i c a n  countries whera tne 
avsrage i s  app rox ima ts l y  140 k g  OE. 

The low l ~ v e l  o f  o i l  consumption i n  Z a i r e  i s  m a i n l y  a  r e f l e c t ~ o n  
f t h e  i o ~  i6vls l  o f  development o f  commercial a c t i v i t l a s  wnicn 
r e q u i r s  ps t ro l eum p roduc t s  sucn as transportation, i n d u s t r y ,  2nd 
m,chanized & g r i c u l t u r e .  

Tab le  3 . 1  : TOTAL ENERGY CONSUMPTION 

( i n  thousands o f  T O E )  

Coal 169 104  7 2 9 0  8  9  3 . 9 %  

T o t a l  Commercial 1370  1230 1239  1372 1288 ' 1 2 . 5 %  

Hood Fuel  B Q S  4 3 3 1  8581. 883d 3 u 
T o t a l  Energy 9770 956  1 9 8 2 0  10210  13391  1OO.CU 

Source: Departement ds 1'Economie N a t i o n a l e .  



- - 2  s ' r -a : ' sn  'i a i l  :he mcre j i s t c c r ~ i r g  cecassa ' a ' r s ' s  ;e~r;'s,m 
~ r 3 = - : =  ~ = ~ b - m o t : ~ n  P<as rsmainea a l m c s i  s t a t ; =  ii ';;. 333  :;ns ;,cr 
zPs  13s: t s n  y2ars .  r n i s  i s  q a i n l y  ade t o  t he  i 3 l l o h i n ;  f z i c c s r i :  

- f 3 r e l g n  sKcnange snorcages ca buy impcrTsd Gr;auczr 

- lnaaaauata t r a n s g r o t a t i o n  i n f r h s t r u c t ~ r e  

- 3 f r e t - s  sn r s t a l l  ;ri:es f a r  c e t r a l e ~ m  prc=,z:; 

:::aum~t:on v a r i e s  cons ide rao l y  f rom r e g l c n  t 3  r e g i c n .  Tsgacher, 
t,ra K I N S i l A S A  and B A S - Z A I R E  r eg lons  account f o r  6 5 . 5 %  c f  t n e  
: , - ~ n t r y ' s  t o t s 1  c3nsumpt ion n n i l e  t h e  sau the rn  ( S H A B A )  and e a s t e r n  
( K I ' t U )  r e g l e n s  account  f o r  13.5 and 2% r e s p e c t i v e l y .  (See cab les  
3 . 2 . a  and 3 . 2 . b ) .  

'; chase r s g i o n a l  d i s p a r i t i e s  i s  a l s o  add& a  r a r k e d  ~ i f f e r s n c a  : n  
r r , ~  t f ~ e  of  g roauc t  consumes. 

- 
. ? a  :amand f;r 3 1 1  p r c d u c t s  can te r s  main1 y cr a!asF: f - a i  n n l c n  
r?orsasnLs 5 3 %  o f  t o t a l  consumotlon. Gaso l i ne ,  f iar2sane, and f u e l  
; l i  nake! L O  ? 3 . 5 % ,  2 5 % ,  and 6 %  r e s p e c t l v e l y .  

' c i s  s i t u a t i o n  i s  due t o  t h a  f a c t  t h a t  d i e s e l  i s  used i n  Deth t n e  
: r j n S g o r t a t l o n  s e c t o r  and t n e  i n d u s t r y  and m in ing  Sac ta r s ,  
a a r t i c u l a r l y  f o r  s t a t l o n a r y  motors .  

An axam ina t i cn  o f  p r o d u c t  consumptton by r e g i o n  r e v e a l s  markad 
31 f f e rences  i n  t h e  sou the rn  ana e a s t e r n  reg ions .  I n  the  sou th ,  
t n i s  i s  due main1 y t o  t h e  presence o f  t h e  s t a t e  m in i ng  csmpany 
( G E C A M I N E S )  which consumes 8 0 , 0 0 0  m3 o f  d i e s e l  f u e l  o r  70% of  t h e  
t 3 t a l  consumpt ion i n  t h e  sou th .  
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Sources : 86-87 Conjoncture Econanique 
88-89 tWdrketlng C q a n r e s .  

Table 3 . 2 . b  : PETROLELN BY PRODUCTS C O N W T I O N  BY REGION: 1989 

( thousand m3) 

Gasoline Kerosene Jet Fuel D i e s e l  Fuel O i l  Avgas Total - 
c. 

dinsnasa 2 ,  2 3 , 3  ; 6 9 , 9  167 ,7  1 4 , 3  - 3 , 8  1 9 0 . 3  51  

aas-:ai:e lC.4 5 , ;  - 4 7 46,9 - C - 2 . 5  

eanoun~u 
E q ~ a  teur 6 ,O  a ,O 1 , s  3 4 , 7  - - s 7 , O  j 

9,8 1.1 7 - . (others  4 - 3  2 2 . 1  - - j , -  - ,  

70 tal :& ,9  36 ,a  1 8 7 , l  366 S l , 2  3 , 8  891 , 

Percent ; 8 , 5  J 2 1 5  0 6 0 , 5  

Source : LAIRE S F ,  :4arketing Companies 

N .  8. The t o t a l s  are not qui te  accurate because they are rounded o f f .  
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SHARE OF PETROLEUM PRODUCTS IN  THE SOUTH AND E A S T  

n a t i o n a l  average SHABA average K I V U  average 

Gaso 1 i ne 18.5% 8.5% 29.0% 

D iese l  50.0% 87 . O %  58.0% 

K&rosene/ j e t  25 . O %  4.5% 58.5% 

Fuel  011  6.0% - - 

Avgas 9 .5% - - 

3 . 3  P a r a l l e l  market  e s t i m a t e s  

I t  i s  ex t reme ly  d i f f i c u l t  t o  e s t i m a t e  t he  s i z a  o f  t h e  p a r a l l e l  
market  Lecausa o f  t h e  many f a c t o r s  which have l e d  t o  i t s  c r e a t i o n .  
Two f a c t o r s ,  howevar, have been e s s e n t i a l  t o  t h e  development o f  a  
o lack  market  i n  Z h i r e ' s  e a s t e r n  and sou thern  r e g i o n s :  t h e  chdnges 
;n o f f i c ; a l  p r i c e s  f o r  r e f i n e d  p roduc t s  And t h e  shor tage  o f  
s ~ o p l i e s .  Tne f i r s t  o f t e n  leads  t o  t h e  second ~ h l c n  has been t h e  
case i n  r e c a n t  years .  V a r i a t i o n s  i n  t h e  p r i c i n g  s t r b c t u r e  due t c  
cr~anges i n  t a x a t i o n  have been one o f  tne  major  f a c t o r s  I n  
i n t e r r b p t i n g  s u p p l i e s  i n  t h e  sou the rn  and a a s t s r n  r e g i o n s .  

70 comoensate f o r  d i f f e r e n c e s  i n  impo r t  c o s t s  f rom one a rda  o f  t h i  
caun t r y  t o  ano ther ,  a  u n i f o r m . s e l 1  i n g  p r i c e  was l n t r oducea  by maans 
2 1  a  n z g a t i v z  t a x  on p r i c a s  i n  t h e  e a s t  and t h s  sou th .  These 
s ~ b s l d i z e d  p roduc t s  were conssquen t l y  r e e x p o r t s j  t o  t he  n e i g h b c r i n g  
c o u n t r i d s  (Bu rund i ,  Rwanda) e x a c e r b a t i n g  t h e  shor tage .  

Tax r e v i s i o n s  i n  1988, on t h e  o t h e r  hand, l e d  t o  a  sharp r l  se I n  
p r i c e s  and. encouraged p a r a l l e l  market  s a l e s  o f  lower  P r i c e d ,  
i l l e g a l l y  impor ted p r o d u c t s .  

F i n a l l y ,  t h e  s teep  p r i c e  i nc reases  s i n c e  November 1988 have 
accentuated t h i s  phenomenon, p a r t i c u l a r l y  i n  t h e  e a s t .  The p r i c e  
n i k e s  have d z s t a b i l i z e d  s a l e s  which a lmos t  c o l l a p s e d  d u r l n g  1989. 
D iese l  and g a s o l i n e  s a l e s  have f a l l e n  by h a l f  and kerosene s a l e s  
b y  a  f a c t o r  o f  7 as shown i n  t h e  f o l l o w i n g  t a b l e :  
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E v o l u t i o n  o f  s a l e s  i n  t h e  e a s t e r n  ( K I V U )  r e g i o n  
i m 3 j  

' f aa r  Bas01 i ne  Kerosene 3iaseI 

1987 7 7 1 9  1576  1 6 5 9 3  

1 9 8 8  9 5 2 7  2 5 3 7  1 9 5 0 3  

An a n a l y s i s  s f  t h e  s a l e s  f i g u r e s  f o r  p e t r o l s u m  ~ r o d u c t s  i n  
t h e  e a s t  r e v e a l s  a  s h a r p  d e c l i n e  i n  m o n t h l y  s a l e s  a f t e r  June 1 9 8 9  
(S2e t a ~ l e  3 . 3 ) ,  p a r t i c u l a r l y  f a r  ke rosene .  O f  n o t e  i s  t h a  f a c t  
t h a t  t n e  r e t a i l  p r l c e  f o r  ke rosena  i n  Rwanda i s  l ower  t n a n  i t  i s  
i n  Buksvu ( s e s  taD1e 3 . 4 ) .  

A c c o r d i n g  t o  t h e  o i l  i n a u s t r y ,  t h e  d e c l i n e  I n  s a l e s  i n  1 9 a 9  
cornoared t o  1 9 8 8  were t a k e n  u p  e n t i r e 1  y b y  t h z  p a r a 1  l e l  m a r k e t ,  
b a l s c e r l n g  i t s  s n a r e  o f  s a l e s  t o  53% f o r  g a s o l i n e  ana d l a s s l  and 
6 3 %  f c r  ke rosene .  

Sa les  i n  t h a  SHABA r e g  i o n ,  nowever ,  have n o t  f s i  1cwsd t n s  ramo 
t r e n d .  Sa les  f i g u r e s  f o r  1 9 8 9  a t t a i n e d  1987  l e v e l s .  

E v o l u t i o n  o f  s a l e s  i n  t h e  s o u t h  ( S H A B A )  
(m3) 

Ysar Gaso 1  i ne Kerosane D i e s s l  

N e v e r t n e l e s s ,  a  para1121 marke t  does e x i s t  b u t  l t  i s  n o t  as 
l a r g e  as i n  t n e  one i n  t h e  e a s t  d e s p l  t e  t h e  s u b s t a n t i a l  1 y lower  
G r l c e s  on the  p a r a l l e l  m a r k e t  f a r  d l e s e l  and ke rosena  ( s e e  t a b l e  
3 . 5 ) .  Some e s t i m a t e s  p u t  s a l e s  a t  1 0 - 2 0 %  o f  r e g i o n a l  ConSumPtlOn. 



G i v z n  :he P,y?otheses t h a t  t h e  r e t a i l  p r i c e s  f o r  p e t r o l e u m  p r o a ~ c t s  
& r e  ts La a d j u s t e a  a c c o r d i n g  t o  t h e  p a r a l l e l  marKz t  p r i c s s  ~n t h a  
l a s t e r n  &na s o u t h e r n  r e g i o n s ,  t a x e s  o n  d i e s e l  and kerosene wou ld  
have ts be z e r o  o r  even n e g a t i v e  ( s u b s i d y )  depend ing  on t h e  

T a b l e  3 . 3 :  F u e l  s a l e s  i n  t h e  e a s t :  1989 
( m 3  1 

Gaso 1 i ne Kerosene Z i e s e l  

January  

F z b r u a r y  

March 

Apr i 1 

May 

~ u n e  

J u l y  

August 

S*ptsmoer 

2c taDer  

November 

DecemDer 

T o t a l  

Source:  FINA-ZAIRE 



T ~ b l e  3 . 5  : O F F I C I A L  ANO BLACX W E T  P R I C E S  : L U B U B A S H I  
( Z / l ~ r s r )  

Source . L r  L irq Cun~dn L ~ S  



TABLE 3.6 : ADJUSTMENT OF OFFICIAL PRICES C W A R E D  WITH M E T  PRICES 

E ;: ~ r r n  P r i c e  

3 f f i i i ~ l  piiir 

Sou1 ~ I , > I  n Pr icc.8 Gasol ine Kc'rr~sen,. F i t . .  t . I  

Of fi;ial Pric2(Z; 371 342 5tI 

Official Price w/rebate ( 3 )  333,9 307,8 321,9 

Black Pbrket price 360 

Di f f erence - 26,l 

Fiscal Tax 112,7 57,8 101,5 

(1  Buka: u price 

( 2 ;  Lubunbashi price 

( 3 )  This price takes into account a 10 % rebate:. 
This rebate is the maximun difference between the official and 
parallel market prices, below which it is no longer profitable 
to sell. 

Given the expected nominal price changes for refined products (see Chapter 5) 
and the continuing price difference between the official price and the 
parallel market price, we believe the projected demand for petroleun products 
will stabilize at 1909 sales levels on the parallel market in the south and 
the east. 



It i s  a ~ t r e m e l y  d i f f i c u l t  t o  p r e d i c t  a t rend towards an 
increased demand f o r  petroleum Products i n  Za i re  Decause o f  the 
many u n c a n t r o l l a b l e  f a c t o r s  invo lved.  

3 . 4 . 1  U n c e r t a i n t i e s  i n  demand p r o j e c t i o n s  

Several u n c e r t a i n t i e s  remain such as: 

a )  t he  meeting o f  m a ~ r ~ - e ~ ~ n ~ m i ~  0 b j e ~ t i ~ e ~  i n  the  country  

- expected growth r a t e  o f  t h e  GNP i n  volume: 3 . 5 %  per 
year (1990-1992) 

- drcp i n  the i n f l a t i o n  r a t e :  1989 : 7 5 %  
1990 : 38% end o f  march 

20% year end 
1991 : 15% 

b )  t h e  a v a i l a b i l i t y  of f o r e i g n  exchange due t o :  

- a decrease i n  Gecamines's copper p roduc t ion  i n  1990- 

- t h e  stalemate i n  n e g o t i a t i o n s  between Za i re  and the  
World Bank on the  Energy Sector Adjustment C r e d i t  
(Energy 1 )  hh i ch  would a l l ow  f o r  the  f inanc ing  of 
$ 7 5  m i l l i o n  worth o f  petroleum products.  

C )  t ha  de regu la t i on  of p r i c e s  and of the  d i s t r i b u t i o n  s e c t o r ,  

d )  t he  e f f e c t  o f  t h e  expected p r i c e  increases on demand, 

e l  t he  r e b u i l d i n g  of working s tocks  o f  d i s t r i b u t i o n  
companies, 

f )  changes i n  p u b l i c  consumption, 

g )  t h e  consumption o f  r e f i n e d  produc ts  on the  p a r a l l e l  
market,  

h )  t h e  improvement o f  t h e  t r a n s p o r t a t i o n  i n f r a s t r u c t u r e ,  

i )  the  absence o f  r e l i a b l e ,  d e t a i l e d  s t a t i s t i c s .  Depending 
on the  source ( s u p p l i e r s  o r  consumers), d i f f e rences  i n  
quoted volumes can r u n  as h i g h  as 20%.  

V a r i a t i o n s  i n  t h e  f i g u r e s  f o r  t h e  p r o j e c t i o n s  f o r  t h e  n e x t  5 
years demonstrate the  d i f f i c u l t y  o f  making p r e d i c t i o n s ,  a l l  t he  



more so because t he  unde r l y  l n g  assumOtions a re  n o t  always ehpl  1 c i  t. 
Scsnar i os f o r  the  ~ s t r o  1 eum p roduc t  demand can,  however, ba groupad 
i n t o  t h r e e  c a t e g o r i e s :  

1 .  o p t ~ m i s t i c  o u t l o o k :  average annual i nc rease  i n  demand : 3%.  

- World Bank 

- O i l  i n d u s t r y  

2 .  p e s s i m i s t i c  o u t l o o k :  average annual i nc rease  i n  demand: 
l e v e l  th roughou t  t h e  pe r i od .  

- O i l  I n d u s t r y  

- Government m i n i s t r i e s :  O f f i c e  des Douanas; Departement des 
Mines e t  de 1 'Energ ie  ( o n l y  f o r  1990 p r o j e c t i o n s )  

T h i s  s c e n a r i o  presupposes t h a t  t h e  c o n s t r a i n t s  w i t h i n  t h e  
system w i l l  remain over  t h e  medium term. 

3 .  i n t e r m e d i a t e  o u t l o o k :  average annual i nc rease  i n  demand: 
1 . 5 % .  

* A f r i c a n  Development Bank (Energy Sec to r  Loan; A p r i l  
1988) .  

3 . 4 . 2  Demand p r o j e c t i o n s  f o r  1990-1995 .  

The demand p r o j e c t i o n s  f o r  t h i s  s tudy  w i l l  be e s t a b l i s h e d  
us ing  t h e  f o l l o w i n g  methodology: 

- t h e  demand f o r  each p roduc t  w i l l  be d i v i d e d ,  as f a r  as 
p o s s i b l e  i n t o  t h r e e  s e c t o r s :  p u b l i c ,  p a r a s t a t a l ,  and 
p r i v a t e  . 

- f o r  each s e c t o r  t h e  f o l l o w i n g  assumpt ions a r e  made 
concern ing  consumption o f  s p e c i f i c  p roduc t s :  

a )  . p u b l i c  s e c t o r :  volume o f  g a s o l i n e  and j e t  f u e l  
consumed w i  1 1  remain s t a b l e  



b )  p a r a s t a t a l  s e c t o r :  

- Gscamines: 15% r e d u c t i o n  i n  d ies21 consumption 
I n  1990- 199 1 because o f  an a n t i  c l  pa ted  drop 
i n  a c t i v i t y  d u r i n g  t h i s  p e r i o d  and a 
r ecoup ing  i n  s tages t o  1989 l e v e l s  over 4 
years .  

- Cnat ra :  t h e  s u p p l i e r  SONATRAD has p r o j e c t e d  33,500 
m3 i n  t h e i r  p l a n n i n g  f o r  1990, a  drop o f  9% 
ove r  1989 and a  s t a b l e  consumption a t  t h i s  
l e v e l  f o r  1991-1995. 

- SNCZ: SONATRAD p r e d i c t s  a need f o r  29,000 m 3  o f  
d l  e s e l  f o r  1990 which rep resen t s  a  r e d u c t i o n  
o f  10% over  1989. S tab le  consumption a t  
t h i s  l e v e l  f o r  1991-1995. 

- o t h e r s :  e s t i m a t e d  annual r a t e  of i nc rease  i s  1.5%. 

c )  p r i v a t e  s e c t o r :  consumpt ion p r o j e c t i o n s  by p roduc t  
a r e  as f o l l o w s :  

- Gaso l ine :  1990-1991: s t a b l e  a t  1989 volume l e v e l s .  
1992-1995: annual i nc rease  1:5% 

Tn l  s  hypo thes i s ,  which presupposes a  n e u t r a l  
p r i c e  e f f e c t  on t h e  demand, may be o p t i m i s t i c  
g i v e n  t h e  p resen t  i n f l a t i o n  r a t e .  

- D i e s e l :  i n c reasedconsump t i on  i n  r e l a t i o n  t o t h e  1.5% 
expec ted  average growth i n  t h e  t r a n s p o r t  
s e c t o r .  

- Kerosene: s t a b l e  consumpt ion a t  1989 l e v e l s .  A l i k e l y  
i n c r e a s e  i n  consumption w i  1 1  be o f f s e t  by t h e  
s u b s t i t u t i o n  o f  kerosene by e l e c t r i c i t y .  

- Fuel  o i l :  annual  decrease i n  consumption o f  2% 
th roughou t  t h e  e n t i r e  p e r i o d  because o f  t h e  
c o n v e r s i o n  by l a r g e  companies (b rewer i es ,  
cement p l a n t s )  f r om f u e l  o i  1  t o  e l e c t r i c i t y .  



- R+bu i l d i ng  o f  work ing  s t o c k s :  

Given t ~ s  low l e v e l  o f  work ing s tocks  o f  d i s t r i b u t i o n  f i r m s  
(average of  15 d a y s ) ,  t h e  assumption i s  made t h a t  t h e r e  w i  1 1  
be s r e t u r n  t o  45-day work lng  s tocks ,  which i s  e q u i v a l s n t  
t o  t he  average supply  de lay  r e q u i r e d  f o r  a  steady supp l y i ng  
o f  t he  market .  The b u i l d l n g  up of  30 e x t r a  days o f  s tock  
would probably  be c a r r i e d  o u t  I n  two s tages :  15 days i n  1990 
and 15 days i n  1991. 

- S t r a t e g i c  s t ocks :  

p r o p o s i t i o n s  f o r  t h e  c r e a t i o n  o f  a  s t r a t e g i c  s t o c k p i l e  have 
n o t  been made on t h e  assumpt ion t h a t  f o r e i g n  exchange w i l l  
be used t o  meet p r e s e n t  needs as a  p r i o r i t y .  

Taking these hypotheses i n t o  c o n s i d e r a t i o n ,  two demand p r o J e c t i o n s  
a r e  presented:  t he  f i r s t  i n c l u d e s  a  r e b u i l d i n g  o f  work ing s t o c k s ,  
t he  second does n o t  (see  t a b l e  3 .7 ,  t r a n s .  n o t e :  s tocks  = 
i n v e n t o r i e s )  

3.4.3 Sales p r o j e c t i o n s  f o r  1990-1991 f o r  t h e  sou thern  and eas te rn  
reg ions  

I n  o r d e r  t o  determine t h e  volume of impo r t s  by p rbduc t  f o r  t ne  
southern and eas te rn  r o u t e s ,  t h e  f 0 1 1 0 ~ l n g  1s assumed; 

- Eastern r e g i o n :  A m a i n t a i n i n g  o f  S ~ ~ S S  volumes a t  1989 l e v e l s ,  
which a l s o  presupposes t h a t  sa les  on t he  
para1 l e l  market  a l s o  remain s t a b l e  a t  p resen t  
l e v e l s .  T h i s  may seem o p t i m i s t i c  g i ven  the 
f a c t  t h a t  c e r t a i n  s e l l i n g  o u t l e t s  may c l ose  
i f  new government i n i t i a t i v e s  a r e  n o t  taken.  

- Southern reg ion :  Accord ing  t o  t h e  o i l  i n d u s t r y  a  l a r g e  demand 
p o t e n t i a l  e x i s t s  t h a t  i s  n o t  c u r r e n t l y  met by 
t h e  r e t a i l  network ,  p a r t i c u l a r l y  f o r  gaso l i ne .  
There fo re ,  i f  supply  c o n d i t i o n s  were improved 
( i . e .  a v a i l a b i l i t y  o f  ha rd  c u r r e n c y ) ,  sa l es  
i n  t h i s  r e g i o n  shou ld  c l i m b  t o  1986 l e v e l s ,  
app rox ima te l y  13,000 m3 o f  g a s o l i n e  and 6,100 
m3 o f  kerosene. D iese l  s a l e s  should  ,2ecl i n e  
f o l l o w i n g  a  d rop  i n  consumption by GeL'am1nes 
o f  -12,600 m3 and by SNCZ o f  -600 m3 due t o  
t h e  maintenance o f  l ocomot ives  and o t h e r  
t r a c t i o n  equipment. T h i s  drop should ,  
however, be p a r t l y  o f f s e t  by an i nc rease  i n  
d i e s e l  consumpt ion i n  t h e  p r i v a t e  t r a n s p o r t  
s e c t o r .  

-. - - . - -- -- - - . . - 
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1989 1970 1991 1992 1993 1994 1-95 
%SOL I YE 
- C c n s w ~ i c n  166.7 168.1 168.7 169.9 171.1 172.3 173.5 
- Pub1:c 50.6 50.6 50.1 50.1 50. 1 50. 1 50. 1 
- Prl~ate 116.3 117.5 118.6 119.8 121.0 122.2 123.5 
- Inventories 7.0 7.0 0.1 0.1 0.2 0.2 
TOTAL 166.9 175.1 175.8 170.1 171.3 172.5 173.7 

DIESEL 
- Conslmption 446.0 430.3 434.8 442.9 451.2 459.7 468.8 
- Public 0 0 0 0 0 0 0 
- Gecamines 84.0 71.4 71.4 75.0 78.7 82.6 87.0 
- SNCZ 32.0 29.0 29.0 29.0 29.0 29.0 29.0 
- ONATRA 36.5 33.5 33.5 33.5 33.5 33.5 33.5 
- Private 293.5 296.4 300.9 305.4 310.0 314.6 319.3 
- Inventories 17.9 18.1 1.0 1.0 1.1 1.1 
TOTAL 446.0 448.3 452.9 443.9 452.2 460.8 470.0 

KEROSENE 
- Conslmption 36.3 . 36.3 36.3 36.3 36.3 36.3 *36.3 
- Inventories 1.5 1.5 0 0 0 0 
TOTAL 36.3 37.8 37.8 36.3 36.3 36.3 36.3 

JET FUEL 
- Consumtion 187.1 188.5 190.7 192.9 195.1 197.3 199.6 
- Public 45.0 45.0 45.0 45.0 05.0 45.0 45.0 
- Private 142.1 143.5 145.7 147.9 150.1 152.3 154.6 
- Inventories 7.9 7.9 0.3 0.3 0.3 0.3 
TOTAL 187.1 1%.4 198.6 193.1 195.4 197.6 199.9 

FUEL OIL 
- Conswtion 50.7 
- Inventories 
TOTAL 50.7 

OTHERS ' 

- Consurption 4.3 
- Inventories 
TOTAL 0.3 

TOTAL (stacks) 891.3 
( increase 1 

TOTAL(no stocks 1891.3 
(increase) 



Table: 3 . 8  and 3.9 glt .e  tne saics proj~ctions b i  ?isduct isr ere 'r--- - , $ d ~ O  

and K1.k region: r o r  1990-1931. Tnc! projected csnsumptlon foi Snaca ij 
113.9CO m3 ( C w a r s d  wlth 12!,956 m3 for 1989, and f ~ i  Kidu 18,373 m3 
,icmared with 17 ,597  a3 for 1989). Tncse projections presuppose tr,e 
rahiiding of workinq stocks. 

Table 3.8 : PROJECTED SALES S W  REGION 

i m 3 )  

Conscmption Consqtion Stock Total 
1989 1990- 1991 1990-1991 

iasoline 10269 13000 550 13550 

Kerosene 5575 6100 250 6350 

Total 

Gasoline 

Kerosene 

Diesel 

Total 

TABLE 3.9 : PROJECTED SALES KIVU REGION 
(13-13) 

Consunption Consunption Stock Total 
1789 1990-1991 1930-1991 

BEST AVAILABLE DOCUMENT 



CHAPTFR 4 

SUPPI Y STRUCTURF FOR PFTROI FW PRODUCTS 

Petrolaum p roduc t  s u p p l i e s  e n t e r  t h e  coun t r y  o y  t T , r  
d i f f e r e n t  r o u t e s :  

- t h e  western r o u t e ,  which accounts  f o r  85 t o  90% o f  t he .  
country's needs, i s  s u p p l i e d  by l o c a l  P roduc t i on  f rom t r  
SOZIR r e f i n e r y  and d i r e c t  impo r t s .  

- the  sou thern  r o u t e  accounts  f o r  7 %  of t h e  c o u n t r y ' s  neea 
and i s  s u p p l i e d  v i a  South A f r i c a  and Tanzania ( C a r  es 
Salaam).as w e l l  as f rom Zambia. 

- t h e  eas te rn  r o u t e  which accounts  f o r  3% o f  t h e  c o u n t r y ' s  
needs i s  s u p p l i e d  m a i n l y  by Kenya ( N a i r o b i ) .  

Table 4 .1  shows the  d i v i s i o n  o f  t he  c o u n t r y ' s  f u e l  s u p p l l  
f o r  1979-1989. 

i c  o roduc t l on  o f  ~ e t r o l e u m  D r o d w  

The Muanda r e f i n e r y  i s  r u n  by a  mixed c a p i t a l  ' I t a l l a n - Z a i r i ;  
concern ( S O Z I R )  50% government-owned and 50% Owned by A G I P .  

4.1.1 Cu r ren t  s i  t u a t i o n  

The r e f i n e r y  , w i t h  a  nominal  annual c a p a c i t y  ~f 750,000 tons ,  cou l  
i n  principle cover  t h e  c o u n t r y ' s  t o t a l  needs of 730,000 tons .  I 
r e a l  i t y ,  t h e  r e f i n e r y  has never  opera ted  a t  maximum capac l  t y  s i n c -  
1979. I t  oparatad a t  90% c a p a c i t y  between 1968 and 1 9 7 7  and ther 
dropped t o  an average o f  56% c a p a c i t y  f rom 1979-1988. 

Two f a c t o r s  have l e d  t o  t h i s  s i t u a t i o n :  one s t r u c t u r a l  and the 
o t h e r  c i r c u m s t a n t i a l :  

1 .  t h e  r e f i n e r y ,  which was o r i g i n a l l y  designed t o  r e f i n e  l i g h  
crude,  i s  n o t  s u i t e d  t o  meet domest ic consumption needs. 
The r e f i n e d  p roduc t  y i e l d  ob ta ined  b y  t he  i n i t i a l  r e f i n l n  
o f  c rude i s  d i s p r o p o r t i o n a t e  t o  t h e  i n t e r n a l  demand i n  t h a  
i t  produces a s u r p l u s  o f  f u e l  o i l  and a shor tage  o f  
kerosene and d i e s e l .  
To min imize f i n a n c i a l  l osses ,  t h e  r e f i n e r y  must l i m i t  i t  
c a p a c i t y  t o  300,000 tons /year  o f  l i g h t  N i g e r i a n  c rude ,  
which y i e l d s  enough t o  s a t u r a t e  i n t e r n a l  consumption o f  
f u e l  o i l  and avo ids  p roduc ing  s u r p l u s  f u e l s  r e q u i r i n g  
e x p o r t .  Table 4 .2  shows t h e  p roduc t  y i e l d  o f  c rude and thc 
domest i c consumption o f  each p roduc t .  



T j b l e  4 . 1  : F u e l  Supply and U t l l l z a t l o n ,  1979  - 1 9 8 9 ,  m c t r l c  tons 
I - 

1 

l o c a l  Impor ts  V i a  T o t a l  f u e l  O i l  L 1 I.& k 

P r o d u c t i o n  Ma t a d i  Sou t h  Cst  T o t a l  Prod .  + lrnports Consumption E x p o r t s  L I I , I I I~V 

1379 
1 sno 
1 91i l 
1902 

1983 
1904 
1985 
I906 
19u7 
1900 
13119 

S w r c e  : Dbpartemcnt  de l ' l c o n o m i e  H a t l o o a l e  e t  dc 1 ' l n d u s t r i e ,  
Conjoncture  Economl que, v a r i o u s  I s s u e s .  
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Table 4 . 2  S O Z I R  PRODUCTION B Y  PRODUCT: 1 9 8 9  

D iese l  

Kerosene 

Gasol 1 ne 

Fuel  O i l  

Others  

Tota  1 

P roduc t i on  

(Tons)  ( % I  

Consumption 

( % I  

Source: Comite d ' acha t  

2 .  The development o f  a  wo r l d  wide,  ove r - capac l t y  i n  t h e  area 
o f  r e f i n i n g  over  t h e  l a s t  t e n  years has caused a  drop i n  t he  
r e 1  a t i v e  p r i c e  o f  r e f i n e d  p roduc t s  i n  r e l a t i o n  t o  crude 01 1. 
It has become much more p r o f i t a b l e  f o r  t h e  c o u n t r y  t o  impor t  
r e f  i ned p roduc t s  d i  r e c t  1 y  r a t h e r  t han  i m p o r t  c rude  and r e f  i ne 
i t  l o c a l l y .  

T h i s  s i t u a t i o n  l e d  t o  t h e  temporary shutdown o f  t h e  r e f i n e r y  
i n  1985. 



4 . 1 . 2  Out look f o r  domest ic p r o a u c t i o n  

P r z i ~ t a b ~ ? i t y  s t u d ~ e s  of  t h e  r e i ~ n e r y  have r5vea led  severa l  
p o s s i b l e  courses of  a c t i o n :  t h e  c l a s i n g  o f  t h e  p l a n t ,  m a l n t a i n l n g  
p resen t  s e r v i c e s  o r  moaern iz lng  t h e  f a c i l i t i e s .  

- A .  Modern iz ing  t h e  r e f i n e r y :  f e a s i b i l i t y  s t u d i a s  nave shown 
t h a t  t h e  i n s t a l l a t i o n  of  a  secondary ccnvers ion  u n i t  
( the rmocracker  o r  hydroc racker  f o r  an es t imated  c o s t  o f  - 
$40-80 r n l l l l o n ) ,  whlch would a l l o w  f o r  a  more e f f i c ~ e n t  
use o f  heavy crude by p roduc ing  more h i g h l y  r e f i n e d  
p roauc t s  and l e s s  heavy f u e l s ,  would n o t  be p r o f i t a b l e .  
T h i s  a l t e r n a t i v e  has t h e r e f o r e  been r e j e c t e d .  

- 8 .  A complete shutdown of t h e  r e f i n e r y  has a l s o  been 
r e j e c t e d  by t h e  a u t h o r i t i e s .  The r e f i n e r y  ~n  f a c t  
i nsu res  : 

- g r e a t e r  s e c u r i t y  i n  p r o v i d i n g  f u e l  s u p p l i e s  t o  t h e  
coun t r y .  

- a  b e t t e r  a d a p t a t i o n  o f  domest ic p r o d u c t i o n  t o  
i n t a r n a l  market  demands. 

- C .  Consequent ly,  t h e  government has op ted  f d r  t h e  s o l u t i o n  
o f  keeping t h e  r e f i n e r y  r unn ing  under t h e  f o l l o w i n g  
c o n d i t i o n s :  

- a  minimum inves tment  t o  improve t h e  e f f i c i e n c y  o f  i t s  
s t o rage  procedures t o  meet t h e  d l s t r l b u t i o n  needs o f  
t h e  f u t u r e  Muanda-Matadl p i p e l i n e .  

- i n t e r n a l  r e o r g a n i z a t i o n  i n  o r d e r  t o  reduce excess ive 
o p e r a t i n g  expenses. Cu r ren t  o p e r a t i n g  expenses a re  
$ 2 2 . l / t o n  f o r  t h e  r e f i n i n g  o f  300,000 t o n s  per  year.  
These c o s t s  c o u l d  be b rough t  down t o  $15 / ton  a f t e r  
r e o r g a n i z a t i o n .  T h i s  would - t a k i n g  i n t o  c o n s i d e r a t i o n  
t h e  $9 / t on  f a e  con ta i ned  i n  t h e  p rocess ing  c o n t r a c t  - r e s u l t  i n  a  n e t  l o s s  o f  $6 / t on  as compared w i t h  t h e  
p resen t  $13/ ton.  SOZIR's s e r v i c e s  a r e  p r e s e n t l y  
covered by two r o y a l t i e s  con ta ined  i n  t h e  p r i c i n g  
s t r u c t u r e  f o r  pe t ro l eum produc ts :  one on t h e  un load ing  
of boa ts  and s to rage ,  t h e  o t h e r  on t h e  r e f i n i n g  
p  rocess  . 

- o p t i m i z a t i o n  o f  t h e  p r o d u c t i o n  a t  300,000 t ons  pe r  year 
th rough  p rocess lng ,  whlch would leave  an annual ba lance 
of  400,000 t o n s  t o  be impor ted.  
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4 . 2 . 1  Impo r t  s t r u c t u r e  acco rd ing  t o  source 

A .  I m p o r t a t i o n  v i a  t h e  western r o u t e  

Impo r t s  v i a  t h e  western r o u t e  account f o r  5 5 %  o f  t o t a l  
r e f i n e d - p r o d u c t  impo r t s .  These impo r t s  t r a v e l  v i a  t h e  
~ t l a n t i c  p o r t s  o f  t h e  A f r i c a n  c o u n t r i e s ,  I v o r y  Coast ,  Gabon, 
and t h e  Congo. 

I n  J u l y  1988, f o l l o w i n g  a  d e c l s i o n  a t  t h e  summit o f  t h e  
"Econom~que Communaut6 des E t a t s  de 1 ' A f r i q u e  C e n t r a l e  
(CEEAC)" t o  s t r eng then  in ter -communi ty  t r a d e ,  t h e  c o n t r a c t  
w i t h  t h e  company PETROBAS was c a n c e l l e d  and a  l l m i t e d  
i n t e r n a t i o n a l  c a l l  f o r  t ende rs  was launched among s u p p l i e r s  
w i t h i n  t he  CEEAC. T h i s  l e d  t o  an agreement w i t h  a  s u p p l i e r  
which groups t o g e t h e r  E l f  A q u i t a i n e ,  t h e  Soc ie tB  Gabonaise 
de R a f f l n a g e ,  and t h e  Soc ie te  Congola ise de Ra f f i nage .  

B. I m p o r t a t i o n  v i a  t h e  sou the rn  r o u t e  (SHABA) 

Impo r t s  i n  t h e  sou th  a r r i v e  ma in l y  f rom two sources:  

- impor ts  f rom South A f r i c a  (Durban) account f o r  approx imate ly  
80% o f  impor ts  e n t e r i n g  t h e  sou th .  The p roduc ts  a re  
t r a n s p o r t e d  by r a i l  f rom Durban t o  t h e  border  town o f  
S A K A N I A ,  i n  Z a i r e .  

- Tanzanian impo r t s  o r i g i n a t e  i n  t h e  p o r t  o f  Dar es  Salaam 
and t r a v e l  t o  LUBUMBASHI by road. Impo r t s  f rom t h e  NDOLA 
r e f i n e r y  i n  ZAMBIA have a lmost  comp le te ly  stopped because 
o f  t h e  i m p o s s i b i l i t y  o f  ensu r i ng  r e g u l a r  shipments f rom t h i s  
source . 

C .  I m p o r t a t i o n  v i a  t h e  e a s t e r n  r o u t e  (KIVU) 

Because o f  t h e  r e g i o n ' s  I s o l a t i o n  f r om t h e  r e s t  o f  t h e  
coun t r y ,  impo r t s  v i a  t h e  eas te rn  r o u t e  a r e  used exclusively 
i n  t h e  e a s t e r n  r e g i o n  of  t h e  c o u n t r y  (KIVU).  Impo r t s  a r e  
t r a n s p o r t e d  by means o f  t anke r  t r u c k s :  

- e i t h e r  f r om N a i r o b i ,  Kenya v i a  Uganda 
- o r  f rom E l -Do re t ,  border  town between KENYA-UGANDA 



Tna f a l l o w i n g  t a b l e  shows t h e  f l ow  of impor ts  accora ing t o  r e g i s n .  

P a r t i c i p a n t  O r i g i n  Volume(m3) Percen t  

Western r o u t e :  E l f  c o n t r a c t  I v o r y  Coast 
Gabon 406,250 100% 
Congo 

Eas te rn  r o u t e :  Local  o i l  Kenya 17,600 100% 
compan i es 

Southern r o u t e :  Local  o i l  South A f r i c a  58,000 80% 
companies 

Tanzan i a 14,500 20% 

4 . 2 . 2  Supply by p roduc t  f o r  Z a i r e ' s  sou thern  and eas te rn  r o u t e s  

The sou tn  i s  s u p p l i e d  from two sources: t he  western r o u t e  eg.  
Mathdl and impo r t s  o r i g i n a t i n g  f rom t h e  south.  

Pet ro leum produc t  impo r t s  e n t e r i n g  t h e  west account f o r  a 1 most 
t h e  s o u t h ' s  e n t i r e  requi rement  f o r  gaso l i ne  (90%)  and f o r  j e t  
f u e l  ( 100%) .  D iese l  s u p p l i e s  account f o r  about 36%. ( s e e  
t a b l e  4 . 3 ) .  Impo r t s  e n t e r i n g  t h e  sou th  make up t h e  r e s t :  
g a s o l i n a  (10%)  and d i e s e l  (64%).  

The f o l l o w i n g  t a b l e  g i v e s  t h e  percentage o f  each p roduc t  
impor ted t o  t h e  sou th  accord ing  t o  impor t  r o u t e  

Gaso 1  i ne 

J e t  f ue 1 

D iese l  

west 
Matadi  

South 

The e a s t e r n  r o u t e  i s  e x c l u s i v e l y  supp l i ed  v i a  Kenya (see t a b l e  4 .4 )  



Tdb le .  4.3 : SOUTH FUEL I W O R T S  ,(cubic meter) 

Gasol ine 
Diesel 
Jet/Kero. 

Gasol lne 
O l  esel 
Jet/Kero. 

Gasol l ne 
Otesel 
Jet/Kero. 

Gasol h e  
OIestl 
Jtt/Ktm. 

Ex-Wes t Ex-South Total Consump t' 

Ex-Vest Ex-South Total Consumpt 

Ex-Vest Ex-South Total Consumpt 

Ex-Vest Ex-South Total Conrumpt. 



Gdsol ine 
Di esel 
Je  t /Kero.  

Gasol ine  
Diesel  
Jet/Kero. 

Ex-East Con sumo t . 

Ex-Eas t Consumpt. 

1988 Ex-Eas t Consumgr. 

Gdsol i n e  8754 9527 
Dlesel  180s 1 19511 
Je t /Kero.  502 1 5651 

------- ------- 
31826 34090 

Gasol tne 5153 5056 
O l  esel 1097 1 10249 
Jet/Kem. 2204 2280 

------- ------- 
18328 17593 

Source : Petroza i re ,Cmi te  d'Achat 



4 . 3  ::st s t r u c t u r e  accord ing  t o  source 

Tne c c s ~  :f Sroaucts a re  comDared accoraing co t n e i r  s r l g i n .  T~~ 
comparison i s  made basoa on t n e  o f f i c l a l  D r i ce  s t r u c t u r e  f c r  
cetroieum Droaucts on F e ~ r u a r y  5 ,  1990. 

The average C ? F  balanced ooraer cos t  i s  calculates as f o l i o w s :  

A .  Imports  v i a  t h o  westorn rou te :  

The average balanced cos t  f o r  eas te rn  imports  i s  $207.76 
oar t o n  o r  153.75 po r  m3. The c o s t  1s aetorminoa oy tne  
f o l l o w i n g  f a c t o r s :  

- t he  t r a n s f e r  p r i c e  from t h e  r e f i n o r y  o f  CHEVRON 
Droaucts c a l c u l a t e d  on tne  Dasis of P l a t t ' s  C:F NWE 
auo ta t i on  which equals S195/ton, f o r  60% of  t o t a l  
i moorts. 

- tne  imoort  t r a n s f e r  o r i c e  f o r  E l f - A a u i t a i n e  oroaucts 
c a l c u l a t e d  on the  Dasls of P l a t t ' s  C I F  NWE auotat ron 
which i s  $226.91/ton f o r  40% of  t o t a l  imports .  

Althougn tne  reference auotes are  the  same f o r  both sources 
(CHEVRON and E l f - ~ ~ u i t a i n e ) ,  a  d i f f e r e n c e  i n  t r a n s f e r  p r i ces  
e x i s t s .  
This  d i f f e r e n c e  i s  due t o  v a r i a t i o n s  i n  i n t e r n a t i o n a l  p r i c e s  
oetwoon tne  un loao lng  dates  o f  ShiOmOntS an0 t o  tne  f a c t  t n a t  
snipments from E l f  A a u i t a i n e  are  del ivmreo t o  Mataai wn i le  
cnose f rom Chevron a r e  a e l i v e r o d  t o  Muanoa. 

The f r e i g h t  c o s t  d i f f e r e n c e  between Muanaa ana Mataai i s  
arouno $7.50/ton. 

8. Impor ts  v i a  t h e  soutnern  and eas tern  routes:  

The averago weighed c o s t  f o r  lmoorts  a r r i v i n g  v i a  t h o  southern 
an0 eas torn  rou t08  i s  dotermined on t h e  bas i s  o f  t h e  ooroer 
o r i ce ,  Sankia, f o r  t h e  southorn r o u t 0  and Bukavu f o r  the 
eastorn rou te .  These p r i c e s  i nc lude  t h e  r e f i n o r y  o r l c e  o lus  
the  t r a n s p o r t  c o s t s  t o  t h o  Z a i r i a n  boraor .  From in fo rmat ion  
g iven by t h o  impor t  f irmr, the  imoort  c o s t  can De 
r ~ c o n 8 t r u c t e d  f rom t h o  purchaso and t r a n s p o r t  costs.  

The t r a n s p o r t  cos ts  accord ing  t o  o r l g i n  a re  g iven below: 

Eastern rou te :  avorago f r e i g h t  c o s t  Na i rob i  - K l v u  = $160/m3 

Southorn rou te :  avorage f r o i g h t  c o s t  Durban - Sakania = $120- 
l45/m3 
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CWARISON OF I m T  COSTS FClR HESTERN, SWTHERN ANO USTERN ROUTES 

! .noort cost !Base prlce ! liwort c o s ~  Eastern rioute 
!western Route! ! Average ! 
!:Plattls CIf)!Platt's CIF! Suppliers ! Transport !tom1 cost ! 

u5s/m3 ! ( 1 )  ! ! Margin ! Ex-Nalraoi! Price ! Ratlo 
I ! ! ! ! structure !('1)/(1; 
1 I I 1 I ( 2 )  I 

Casol~ne ! 153.75 ! 153,75 ! 58.25 ! 160 ! 372 ! 2 , -  
! I ! I I ! 

hsrosene ! 182.78 ! 182.78 ! 37.22 ! 160 ! 3% ! 2 , :  
! ! ! ! I ! 

D1e:el ! l66,9 ! lC6.9 ! 4 2 . 9  ! 160 ! 369,8 ' 2 . 2  
I I I I I I 

!Iwort cost ! Base prlce! Irroort cast Soutnern koute ! 
!western Route! ! Averaqe ! 
!(Plattls CIF)!PlattBs CIF! Supplier: ! Transport !total cost ! 

 US$/^ ! (1) ! ! mraln ! Ex-Du&n ! Price ! Ratlo 
! ! ! ! ! structure ! ( 2 ) / ( 1 )  
1 I ! ' ! ( 2 ;  f 

I ! ! ! ! I 

Diesel ' 166.9 ! 166,9 ! & , 7 - ~ 1  . 7  ! 120-145 ! 373.6 ' -.- ' ' 
I I I 1 I 

according to Plat t  ' s Inronvtionrl CIF quotation which deternines the 
aberage pricm for iawrts e n u r i m  via w nosurn route, the cost of 
inparting fma, tha u s t  ud W south is dorrblm tha cost of inoortinp 
via w ust. This -ling of msts is a result of tha high frelgnt 
casts but also of W sw1imrse muk-uo o f  SL10-90/m3 m i n g  on ure 
probuct. This mrrk-up, which is s w t e  from fN usual refimfy margin, 
'is mainly nlatad to th uroort w r t u n i t i e s  in me swlying countries 
such as -ae Sourn Africa or Tanzania over whicn tne ~noorting finns 
have no a m v a l ,  but amasmtly, tho mark-up could well be the result of 
overcharging by imoortmrs. 



? r , i s  f a c t  nha prompted t h e  23.1 r i a n  governmen: ~3 f a v o r  ;mps r t s  
a n t a r i n g  v i a  t n a  wes ts rn  r c u t e ,  wn ich  a r e  l s s s  e x p e n s l k e ,  and t; 
a l ~ c o ~ r a g e  t n o s a  e n t e r i n g  t h e  s o u t h  and e a s t .  

I n  p r a c t i c s ,  t h e  OPPOSlte i s  t a k i n g  p l a c e  f o r  d i e s e l  f u e : :  t n a  
volume i m p o r t e d  v i a  t h e  s o u t n  i s  i n c r e a s i n g  w n i l s  t nose  f r a m  t n a  
west  a r e  d a c r e a s l n g .  

I t  would seem, t h e r e f o r e ,  t h a t  t h e  a c t u a l  c o s t  o f  i m p o r t a t i o n  v i a  
t h e  s o u t h e r n ,  e a s t e r n  r o u t e  i s  l o w e r  t h a n  t h e  i n v o i c e d  c o s t s  
c o n t a i n e d  i n  t h e  o f f i c i a l  p r i c i n g  s t r u c t u r e ,  l e a v i n g  a s ~ , b s ~ a n t i a :  
p r o f i t  f o r  i m p o r t  companies. 

T h i s  wou ld  e x p l a i n  t h e  p r o l i f e r a t i o n  of  p r i v a t e  companies such as 
Zai  r e  01 1 ,  Madova, Lubunj  1 ,  and Yoshad i n  t h e  Shaba province. I n  
1989 Z a i r e  O i l  impor ted  2 2 , 0 0 0  m3 o f  d i e s e l  v i a  t n e  s o u t h  f o r  
Gscamines o r  25% o f  t h e  company's consumpt ion .  

4 . 4  J, T ~ o r t  ~ r o ~ e c t i o n s  f o r  t h e  e a s t e r n  and s o u t h e r n  r e s i o m  

Us1 ng t h e  c o n s u m ~ t i o n s  p r 0 J e ~ t i 0 n ~  g i v e n  i n  c h a o t e r  3 . 5 . 3  and based 
on t h e  d i s t r i b u t i o n  o f  i m p o r t s  a c c o r a l n g  t o  sou rce  i n  1989, t n e  
volume o f  i m p o r t s  f o r  t h e  s o u t h e r n  and e a s t a r n  r e g i o n s  o f  t h e  
c o u n t r y  can be da te rm ined .  

Tab les  4 . 5  and 4 . 6  g i v e  t h e  e s t i m a t e d  volume o f  i m p o r t s  f c r  
1 9 9 0 / 1 9 9 1 .  

The annual  c o s t  o f  I m P o r t l n g  v i a  t h e  sou th  and t h e  e a s t  a r e  $23 and 
$6.9  m i  1 1  i o n  r e s p e c t l v e l  y ,  an accumulated month1 y  average o f  
a p p r o x i m a t e l y  $ 2 . 5  m i  1 l l c n .  These c o s t s  a r e  c a l c u l a t e d  on t h s  
b a s i s  o f  i m p o r t  c o s t s  s t i p u l a t e d  i n  t h e  p r i c i n g  s t r u c t u r e  f o r  
p e t r o l e u m  p r o d u c t s .  



Gas01 i n e  

J r t / K e r o .  
0 1  ese l  
( Z d i r e  o i l )  

Consump c l on 
1990/1991 

( r n )  

13550 

6 3 5 0  
94000 

( 2 5 0 0 0 )  
------ 
11 3900 

1mpor.t 1990/1951 V a l u e  
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CYAPTFR 5 

PQICING STSUCTURF FOR P F T R q L E U M  PRODUCTS 

p r i c e s  f o r  petroleum produc t  i n  Za i re  have uncsrgone ~ w o  ? h s s e s :  

- a p r i c e  f reeza from 1974-1988 
- an adjustment phase s ince  November 1988 

5 . 1  Euolu t1on o f  o r i c e s  f rom 1974-1988 

I n  1 9 7 4 ,  du r i ng  t he  n a t i o n a l i z a t i o n  o f  p r i v a t e  d i s t r i b u t i o n  company 
asse ts ,  the  Z a i r i a n  government in t roduced  a  p r i c e  f i x i n g  formula 
f o r  r e f i n e d  products  bnder which: 

- t h e  r e t a i  1  p r i c e  p a i d  by consumers d i d  n o t  cover the  c o s t  
o f  t he  product  i n  r e a l  terms. (see t a b l e  5.1 and c h a r t  5 .2 )  

- t r a n s p o r t a t i o n  c o s t s  t o  t he  d e l i v e r y  p o i n t  were c a l c u l a t e d  
u n i f o r m l y  i r r e s p e c t i v e  of  t he  reg ion  o r  l o c a l i t y  served. 
I n  c h i s  way, t h e  p r i c e s  o f  products  s o l d  i n  t he  i n t e r i o r  
o f  t he  coun t ry  (eas t , sou th )  were subs id ized  by p r i c a s  i n  
t he  west. 

The application o f  t h i s  ps t ro leum p r i c e  f i x i n g  p o l i c y  l e d  t ha  
d l s t r l D u t l o n  f i r m s  t o  g i v e  precedence t o  supp ly ing  the  western 
reg ion ,  Bas Za i re  and Kinshasa, wh i l e  n e g l e c t i n g  t he  o u t l y i n g  
reg ions ( e a s t  and sou th )  where t he  h i g h  c o s t  of  d i s t r i b u t  i on  was 
n o t  covered by t he  r e t a i l  p r i c e .  As a r e s u l t ,  these reg ions 
s u f f e r e d  an i n t e r r u p t i o n  i n  supp l l es  and 011 shortages. 

I n  September 1986, an agreement was reached between t h e  government 
and t h e  World Bank on t h e  i n s t i t u t i o n  o f  t h e  p r i n c i p l e s  o f  
1  i bera l  i z e d  p r i c e s  and f u l l  c o s t  recovery i n t o  t h e  p r i c i n g  formula 
f o r  pet ro leum products .  
The p r i n c i p l e ,  however, was n o t  app l i ed .  From 1986 t o  November 
1988 t h e  r e t a i l  p r i c e  was s t i l l  below ac tua l  cos ts .  A marked 
d i f f e r e n c e  between t h e  r e t a i l  p r i c e  and t h e  c o s t  l e d  t o :  

- f i n a n c i a l  d i f f i c u l t i e s  f o r  t he  d i s t r i b u t i o n  companies; 

- a  decrease i n  pet ro leum product  impor ts  and shortages i n  
t h e  i n t e r i o r  reg ions  o f  t he  coun t ry ;  p r i o r i t y  was g iven t o  
supp ly ing  t he  Kinshasa reg ion  which accounts f o r  55% of 
sa les .  

- spacu la t i on  I n  t he  southern and eas te rn  reg ions  o f  the  
coun t r y ,  where P r i ces  on t he  p a r a l l e l  market c l lmbed as 
h i g h  as 10 t lmes t h e  o f f i c i a l  p r i c e .  



Table 5.1. Nomlnsl fuel Prices (zslres per liter) 

: Gas01 ine 
Date : neat 

Jan-79 ! 1 . 5  

Kerosene 
West 

N A 

East 
N A 
NA 

r4 A 
NA 
3.5 

15.0 
10.0 
15.0 
16.0 
18.0 
33.6 
31.0 
33.0 
30.0 
30.0 
45.0 
47.0 
50.0 
52.0 
54.0 
54.0 
54.0 
214.0 
238.0 
260.0 
277.0 
293.0 
298.0 
296.0 
335.0 

Diesel 
West 

NA 
NA 
NA 

NA 
3.0 

15.5 
10.0 
12.5 
15.0 
18.5 
21.9 
26.0 
28.0 
26.0 
26.0 
38.5 
44.0 
46.0 
49.5 
51.5 
52.0 
60.0 
131.5 
137.0 
151 -0 
164.0 
178.5 
189.0 
227.0 
246.0 

E a s t  
N A 

NA 
N A 

NA 
3.0 
15.5 
10.0 
12.5 
15.0 
18.5 
39.2 
31.0 
33.0 
30.0 
30.0 
45.0 
50.0 
52.0 
55.5 
57.0 
58.0 
86.0 

254.5 
274.5 
302.0 
329.0 
347.5 
354.0 
325.0 
354.0 

Sou t h 
N A 



Real Prices of Gasoline 
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Menages r K7nMru. vrnour ~ u u o r .  



I: s r 2 ~ ! d  c s  nett i n  mina c h a t  t h e  f i n a n c i a l  : ~ f i i c u l t r s s  ;f r r c  
- .  7 , := -can iss  ware ns: j u s t  =ne r t s u l t  c f  ~ h 2  i n s ~ i t a ~ l s  z r 7 z : r , ;  
a:r,c:,ra c,: a l s o  s f  tr,e gove rnmen t ' s  fa1  1,ra ts pay 1:s S ~ C K  

2 2 ~ ~ s  :3 t n a  o i l  companies f o r  p r o a u c t s  r e c e i v e = .  A S  a r e s u ; t ,  = r s  
o ;  1 campan l e s  were unab la  t o  pay the1  r p e t r o l e u m  taxes i r e f .  c n .  
t a x a t i o n ) .  

3 cneck thS c o n t i n u a l  e r o s i o n  c f  p e t r o l e ~ m  p r s a u c t  3 r ! c e s ,  :ne 
Conse i 1 E x e c u t i f  i n t r o d u c e d  a  s t r u c t u r a l  p r i c e  ad jus tmer , t  by 
snnounc ing t ~ o  p r i c e  i n c r e a s e s ;  

r t h e  f i r s t  I n  November 1988: an average o f  +50%, 

* t h a  SaCOnd i n  Februa ry  1989: + l o o %  f o r  p r i c e s  i n  t h e  w e s t :  
+300% f o r  p r i c e s  i n  t h e  s o u t h  and e a s t .  

Thase i n c r a a s a s  were j u s t  c o v e r e d  t h e  e f f e c t s  o f  i n f l a t i o n  

5.2 P r i c e  and c o s t  a n a l y s i s  of ~ e t r n l e u m  n r o d u c u  

C u r r e n t  s e l l i n g  p r i c e s  f o r  r e f i n e d  p r o d u c t s  a r e  made up o f  t h r e e  
a lements  wn icn  determine t h e  r e f e r e n c e  p r l c e  f o r  each r o u t e :  

- t h e  b o r d e r  e n t r y  p r i c e  o r  average b o r d e r  p r i c e  - 
- d i s t r i b u t i o n  , c o s t s  
- t a x e s  

The s e l l i n g  p r l c e  a t  t h e  Ournos i s  de ta rm ined  b y  add ing  a 
gaograph ica l  i nc remen t  t o  t h e  r e f e r e n c e  p r i c e  t o  compensate f o r  
t r a n s p o r t  c o s t s  r e l a t i v e  t o  s u p p l y ~ n g  t n e  various areas.  

5 .2  .,I Average b o r d e r  p r  1 c e  

For  each o f  t h e  t h r e e  s u p p l y  r o u t e s ,  west ,  sou th ,  and e a s t ,  
t h a  average b o r d e r  p r i c e  1s c a l c u l a t e d  based on t h e  following: 

- t h e  average w e ~ g h t e d  CIF i m p o r t  p r i c e  i n  d o l l a r s  p e r  t o n  
d u r i n g  t h e  p r e c e d i n g  month 

- t h e  Z a i r e / d o l l a r  exchange r a t e  e s t i m a t e d  f o r  t h e  month I n  
wh ich  t h e  p r i c e  i s  b e i n g  s e t  

- bank i n t e r e s t  r e l a t e d  t o  t h e  l e t t e r  o f  c r e d i t ,  c a l c u l a t a a  
on a  120-day b a s i s  a t  an annua l  r a t e  o f  63.1%. 



5 . 2 . 2  3 i s t r i b u t i o n  cos ts  

The d i s t r i b u t i o n  cos ts  combine: 

- ac tua l  o roduc t ion  exoenses from the  r e f i n i n g  process, 
s torage cas ts ,  and tne  market ing cos ts  o f  tne var ious 
~ a r t i c i p a n t s  i n  tne d l  s t r i  bu t l on  system. These costs  ar2 
ass1 gned according t o  a  d i s t r i  bu t i on  sca le  b y  proauct 3nd 
b y  reg i on. 

- tne p r o f i t  margin o f  t n e  companies which represents 10% of 
t h e  average border p r i c e .  

5 . 7 . 3  Adjustment mechanism 

In p r i n c i  o l e ,  the  p r i c e s  f o r  petroleum products are adjusted 
monthly according t o  changes i n  the  parameters on the  suggest ion 
o f  the  p a r t i c i p a n t s  i n  the  d i s t r i b u t i o n  system. However, t h s  
aaopt ion o f  the new p r i c i n g  s t r u c t u r e  must be au thor ized by the 
Ddoartement de 1'Economie Nat iona le  e t  de 1 '1ndust r ie .  

5 . 3  Geographic d i f f e r e n t i a l  

The geographic d i f f e r e n t i a l  i s  an i n d l v i d u a l i 2 e d  cos t  which 
taKes i n t o  c o ~ i s i a e r a t i o n  t h e  c o s t  of t r a n s p o r t  r e l a t i v e  t o  each 
l o c a l i t y  as w a l l  as some opera t i ng  expenses of the  Z A I R E  SEP's 
t r a n s p o r t h t i o n  u n i t s  n o t  covered i n  tne  p r i c i n g  s t r u c t u r e .  These 
expanses reprasent  10% o f  t h e  t o t a l  d i f f e r e n t i a l .  

- h l l  t r a n s p o r t a t i o n  cos ts  a re  ca l cu la ted  by ZAIRE SEP, whicn 
c o n t r o l s  a l l  t h e  t r a n s p o r t  o f  petroleum products f o r  the 
d i s t r i b u t i o n  companies througnout the  country .  

- a l l  means of t r a n s p o r t a t i o n ,  by water, r a i l  o r  road, are 
inc luded i n  t h e  t r a n s o o r t a t i o n  Costs 

- 3NATRA on ly  handles a  smal l  p o r t i o n  o f  the  t ranspor t  by 
water which i s  main ly  handled by smal l  p r i v a t e  sh ipping 
companies and PETR0:AIRE and ZAIRE SEP who run a  f l e e t  of 
barges f o r  ZAIRE SHELL. water t ranspor t  cos ts  are general l y 
c a l c u l a t e d  u8ing ONATRA's sca le  of charges. 

- R a i l  t r a n s p o r t  i s  t h e  exc lus i ve  domain of t h e  'SocietO 
Nat iona l6  das Chamins de Fer Z a l r o l s  ( S N C Z ) . "  O f f i c i a l  
r a t e s  are charged. 

- Road t r s n s p o r t  i s  handled by p r i v a t e  companies and by Z A I R E  
SEP. Rates f o r  p r i v a t e  companics ere  ca l cu la ted  on a  
tan/kil:rcetre bas i s .  ZAI?E SEP's opera t ing  expenses are 



~ ' ~ e r e d  c y  the p r l c a  s t r u c t u r z ,  cribs maKing 1: a imcst  
~ p o s s 1 3 l e  ta d i s c e r n  t n e l  r ac tua l  c;sts f o r  rcad ~ransa;r:. 

- s z s r z ~ i n 3  exoensss n c t  covered by tne p r l c e  s t r u c c ~ r a  a r s  
iosses due t 3  leakage, which a re  very  n l g n  f o r  r a i l  
t r a n s p o r t  ( 2 %  f o r  the  southern network,  10% f o r  t he  no r t ne rn  
ne twork )  and an o p e r a t i n g  margin.  

s h o r t  c f  c a r r y i n g  Out an indep th  Study o f  a l l  t he  alsmsr,ts tr,ac 
c 3 n t r l b u t e  t a  t he  Z A I R E  SEP's t r a n s p o r t  c o s t s ,  ~t i s  d i f f ; c , : t  t z  
ge t  a  c l e a r  iaea  o f  t he  a c t u a l  economic cos t s .  

The c a l c u l a t i o n  o f  the  geographic d i f f e r e n t i a l  as g iven  by Z A I R E  
SEP i s  t h e  sum o f  a l l  t h e  actu21 = ' - - . - - ' - . '  - - - - .  - -  - . '  - I -  - - 
^ -'- - - - - - - -  ' . . _ . -  _ . . .. . - -  . .  . ..., ::~.:t:call y i n c l uded  i n  the  f i n a l  

. . 
. - - - 

. : cP,a geographic d i f f e r e n t i a l s  f a r  Februs:-1 !??:  = - e  , k ,  

:!;2 a i f i e ~ s n t  ; ~ c a l i t l e s  o f  t r ,a  coun t r y .  

5 . 4  P r l c e  s t r u c t u r e  c o m ~ a r i s a n  b y  o r i ~ ? n  

5 . 4 . 1  Rsferenca ~ r i c a  s t r u c t u r e  

- - , L :  : : !  i t  : . t & t l : j h ~ d  :-, i ~ b r - J j r t  5 ,  1930 ( see  
. . .  - \  - - L. .. ; , . ;r;:t :f 3~tr31c,~:: p r i d h c t d  P43s been broken down f o r  

- '  - - - - ,  4 7 C f ; T & , t  .:;:rt r c ~ t e s  (see  t a b l e s  5 . 3  and 5 . 4 ) .  O f  n o t e  i s :  

- Lhe bords r  p r i c e s  of  p roduc ts  e n t e r i n g  t h e  eas t  and sou th  
are  t w i c e  as h i g h  as t h e  corresponding western p r i c e .  Th i s  
d i f f e r e n c e  i s  due t o  t h e  f r e i g h t  cos t  and t o  an l n e x p ~ l c & b l e  
margin on p roduc ts  imported v i a  t h e  south and the  eas t .  (sea 
4 . 3 ) .  

- bank charges ( l e t t e r s  of c r e d i t ,  f i nance  charges)  a re  
ext remely  h i gh .  They account f o r  22% of  t h e  c o s t  o f  
impo r t i ng ;  

- a t  t h e  p r i c e  re fe rence  l e v e l  ( n o t  i n c l u d i n g  t h e  geOgraphlC 
d i f f e r e n t i a l ,  these d i f f e rences  a re  reduced by h i g h e r  p i c k  
-up charges r a i s i n g  t h e  c o s t  o f  d i s t r i b u t i o n  f o r  goods 
a r r i v i n g  th rough  t h e  western r o u t e  i n  r e l a t i o n  t o  the  
eas te rn  southern rou tes .  For t h i s  reason, t h e  d i f f e r e n c e  

, i n  p roduc t  p r i c e s  i n  these reg ions  i s  on1 y 30%, 47%, and 40% 
r e s p a c t l v e l y  f o r  gaso l i ne ,  kerosene, and d l e s e l  compared 
w i t h  p roduc ts  i n  t h e  west. 

Tdkin3 i n t o  account t h a  geographic d i f f e r e n t i a l ,  i n  o t h e r  words, 
t he  cos t  o f  t r a n s p o r t  t o  t h e  f i n a l  d e s t i n a t i o n ,  t h e  p r i c e  
d : f fe rences  batween l o c a l i t i e s  and reg ions  are s l i g h t l y  l a r g e r .  



Table 5 .3  

BREPKWwN OF PRICES FOR PETROLEM PROOUCTS ACCORDING TO ORIGIN 
/US$ /m3 

! Gasoline ! Kerosene ! Olesel 
! I I 

F a .  1990 ! Ex-Wes t Ex-€as t ! Ex-Wes t Ex-Eas t ! Ex-Wes t Ex-Eas t Ex-Soutn 
I I I 

To ta l  ! ! ! 
torodr prlcs ! 153,8 372 ! 182,8 390 ! 166,9 369,8 373,o 

! I ! 
Bank charges i 3 ) !  36 87,1! 42,O 91,3! 39 86,o 87 ,5  

! ! I 

Distribution ! ! I 

costs ( - 1  ! 183,2 83,9! 158,b 129,7! 159,2 138 111,6 
I I I 

! ! ! 

Total ! 373 5 ~ 2 , 2 !  3&,2 611 365.1 594,4 572,7 
! ! I 

Parafiscal ! ! I 

charges ( 5 )  ! 166 166 ! 94,6 94,6! '151,8 151,8 151,8 
! I 

! ! 
:08.2! d78,U 705,6! 516,9 746,: - 9 

Real Reference ! 539 , - -1 ,5  
price ! ! I 

! ! I 

(1) k k  charges not included. 
(2 )  Transport from ex-refinery to Zaire border 
(3 )  Bank charges : 

- credoc : 13,33% border price 
- others : 8,YX (border price t C ~ K ~ O C )  

( 4 )  SEP, SOZIR dnd Distributors owrating costs. 
( 5) Custom: rlut , . Excise TJX and Transport Surtax. 



Table 5.4 

B R E i W D N  OF PRICES ACCOROING TG ORIGIN 
(USS/percen t )  

I L a s o l l n e  I Kerosene I O l e s e l  
I I I 

i e b  1990 I Ex-&s t Ex-€as t ! Ex-&s t Ex-€as t I Ex-Wes t Ex-Eas t Ex-Soutn 
I I I 

I I I 

C c ~ a e r  price 23,5 29,9l 38,2 32 ,6 '  32,3 28,; 7' d A  , &  - 
I I ! 

Ti~rl:porC i 2 )  - 2 2 , 6 !  - 2 2 , 7 !  - 21 , *  2 0 , ~  
I I I 

I ! ! 
Total  ! ! ! 
border  p r l c e  ! 20,s 52,5! 38,2 5 5 , 3 !  32,3 29,s 51,6  

! ! ! 
BG, I, c h ~ r g ~ i  I 6,: 12,3!  t3 , 12,9! 7,5 11,6 1 2 , 1  

! ! I 

91s t I ibbKl0f l  ! ! ! 
cos K S  ! 34 1 1  33.1 1 30,8 1 6 , s  1 5 , ~  

! ! I 

! ! ! 
Total ! d2,2 7 6 , 5 !  80,2 8b,6! ' 70,6 79,b 79,l 

! ! ! 
Psrifi~csl I ! ! 

! 30,8 23,5 !  19.8 3 2 9 ,  20.4 -, n 7 c r ~ a r g e s  .-u , A 
I 1 1 

Real Refe rence  ! 100.0 100,0! 100,O LOO,C! 100,O 100.0 1C0,O 
price ! ! ! 

! ! I 



5 . 4 . 2  R e t a i l  p r i c e  s t r u c t u r e  

' 3 ~ ~ ~ 9  l n t s  c ~ n s i a s r a t l o n  tP(e gsograph lc  31 f f a r s c t i  a1 a c = '  - c a o 7 a  
s i n c a  Fec ruary  1 9 9 0 ,  t n e  r e t a l l  p r i c e  I n  t n e  e a s t  ana c b s  s o u t n  l a  - 4 J : - 5 ~ %  hi ;ner ,  Qsoendlng on t h e  P r o d u c t ,  t n a n  : n  t h e  west (Sea 
t a o l e s  5 . 5 . a  an3 5 . 5 . b ) .  

:f t n e  o f f i c ~ a l  p r i c e  1s ~ 9 m ~ a r e d  t o  t h a  c u r r e n t  p r l c e  on E P S  
C a r ~ l  l s l  m a r k e t ,  v e r y  l a r g e  p r l c e  d i f f e r e n c e s  a r e  n o t e d  f o r  b o t n  
ksrosene and d i e s e l .  

The p r l c e s  o f  kerosene and d i e s e l  i n  Lubumbashi an t h e  para1 l e l  
market  a r e  2 2 5  and 2 5 0  Z / l l t r e  compared w i t h  t h e  o f f i c i a l  p r l c e  o f  
3.L2 and 361 Z / l i t r e ,  f o r  a d i f f e r e n c e  o f  31  and 34%. 

. . 
5 . 5  w t s  on t h e  c u r r e n t  D r i c i n s  mechanfsm 

The c u r r e n t  p r i c e - f  i x i n g  mechanism has on1 y been w o r k i n g  
r e l a t t v e l y  w e l l  s l n c e  November 1988. The range o f  p r o d u c t i o n  c o s t s  
( f i n a n c i a l  c o s t s )  a r e  now e n t i r e 1  y r e c u p e r a t s d  by t h e  r e t a i  1 p r i c e .  

H o ~ e v e r ,  s e v a r a l  f a c t o r s  s h o u l d  be n o t e d :  

- t h e  p r i c ~ n g  system i s  c o n t r o l l e d ;  
t h e  government r e s e r v e s  t h e  r i g h t  t o  r e f u s e  p r i c e  
ad jus tmen ts  f o r  p o l t t l c a l  o r  non-economtc reasons.  Thus, 
t a  l t m t t  p r l c e s  a t  t h e  pumps, v a r i a t i o n s  i n  t h e  r a t e  can oa 
d e f f e r e d  ( t h e  case f o r  January and March 1990) ,  w i t h  a  
d a v a l u a t i o n  r a t e  of 10% p e r  month. 

- t h e  system does n o t  promote c o m p e t i t i o n ;  u n i f o r m  p r i c e s  
a r e  s e t  f o r  consumers, 

- thus  d i s t r i b u t i o n  comoanies a r e  n o t  encouraged t o  i n c r e a s e  
p r o d u c t i v i t y  w i t h i n  t h e  s e c t o r .  Sunk c o s t s  s h o u l d  be 
recovered  and n o t  t h e  economic c o s t s  t h r o u g h  a  
r a t i o n a l i z a t i o n  o f  t h e  s e c t o r .  

- a  c e r t a i n  e q u a l i z a t i o n  o f  p r i c e s  t a k e s  p l a c e  
w i t h i n  t h e  system accord tng  t o  p r o d u c t  and r e g i o n  ( c r o s s  
s u b s i d y )  wh ich does n o t  r e f l e c t  t h e  a c t u a l  economic c o s t s  
o f  - t h e  p r o d u c t :  

- SOZIR's t r a n s p o r t ,  s t o r a g e ,  and r e f i n e r y  c o s t s  a r e  
recovered  e n t i r e l y  b y  t h e  p r i c e s  f o r  goods on t h e  wes te rn  
r o u t e ;  however, t h e  s o u t h  i s  a l s o  s u p p l i e d  w i t h  d i e s e l  and 
g a s o l i n e  v l a  t h e  western  r o u t e .  

- t h e  companies'  p r o f i t  marg ins  a r e  proportional t o  t h e  
average c o s t  o f  s u p p l i e s  and n o t  t o  t h e  e a r n t n g  power o f  
t n a  c a p i t a l ,  1.e. t h a  inves tmen t  c a p a c i t y .  
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CHAPTFR 6 

To overcome t h e  inadequac ies o f  t h e  c u r r e n t  p r l c z  s t r u c t U c t ,  
t n e  Cepartement de 1'Economie N a t i o n a l e  e t  de 1 ' I n a u s t r l e  nas 
g r a ~ o s e d  a  new p r i c i n g  system based on t h e  f o l l ow ' i ng  p r ~ r , c : p l e s .  

- t h e  p r i c e  of  r e f i n e d  p r o d u c t s  w i l l  be determined s imp l y  and 
o b j e c t i v e l y ,  t a k i n g  I n t o  account  t h e  a c t u a l  c o s t s .  

- t h e  p r i c e  t h u s  c a l c u l a t e d  1s t h e  p r i c e  maxima ( o r  c e i l i n g  
p r i c e )  which t h e  o i l  companies a r e  a u t h o r i z e d  t o  charge.  
~ l l  companles can o f f e r  r e b a t e s  t o  t h e i r  c l i e n t s  i n  t n e  
s p i r i t  o f  c o m p e t i t i o n .  

T h i s  naH p r i c i n g  system, t h e  i n t r o d u c t i o n  o f  which was i n i t i a l l y  
p lanned f o r  January 1 ,  1990, has n o t  y e t  been been implemented. 

6 . 1  C a l c u l a t ~ o n  o f  t h e  o r i c e  maxima 

C a l c u l a t i o n  o f  p r i c e s  i n  t h e  p r i c e  maxima system IS basea on 
t h e  f o l l o w i n g  p r i n c i p l e s :  

. 
- s e l l i n g  p r i c e s  a r e  de te rmined  a n n u a l l y  by t h e  o i l  companles 

i n  r e l a t i o n  t o  t h e  c o s t  f a c t o r s  which make up the  f o rmu la .  
The p r i c e s  a r e  dec lded  upon i n  c o l l a b o r a t i o n  w i t h  t h e  
government. However, t h e  l a t t e r  no longer  i n t e r venes  a  
p r i o r 1  i n  f i x l n g  t h e  p r i c e s  b u t  r a t h e r  r e t r o a c t l v e l y  b y  
c o n t r o l l i n g  t h e  p r o f i t  marg ln  o f  t h e  companies. 

- a l l  t h e  a lemants  which make up t h e  p r i c e  s t r u c t u r e  a re  f i x e d  
once and f o r  a1 1  i n  $US pe r  t o n  ( e x c e p t  t h e  p r i c e  o f  impo r t s  
which changes acco rd ing  t o  w o r l d  p r i c e s ) .  The c o s t s  which 
maka up t h e  b a s l s  of  t h e  calculation a r e  t h e  " cou t  opt ima 
i n  r e a l  terms o f  a l l  t h e  p a r t i c i p a n t s  i n  t h e  r e f i n i n g ,  
t r a n s p o r t ,  and d i s t r i b u t i o n  s e c t o r s .  

- a  s i n g l e  p r i c e  s t r u c t u r e  f o r  pe t ro l eum produc ts  has been 
e s t a b l i s h e d  c a l l e d  t h e  r e f a r e n c e  p r l c e ,  a p p l i e d  u n i f o r m l y  
t h roughou t  t h e  c o u n t r y .  Consequent ly,  t h e  p r i c e  s t r u c t u r e  
i s  no l onge r  c a l c u l a t e d  on t h e  b a s i s  o f  t h e  e n t r y  r o u t e ,  
west ,  e a s t  o r  south .  

- t o  t h e  r e f e r e n c e  p r i c e  1s added a  gaographic d i f f e r e n t i a l  
t o  cover  t h e  a c t u a l  c o s t s  o f  t r a n s p o r t a t i o n  t o  t h e  a rea  
sarvea.  



f t h e  r e t  c;rnoonencs o a i l  c r i c e  mawimq 

Tr,a r s t a i l  p r i c e  maxima IS compOS2d o f  f o u r  c;r,ponents: 

- t n e  e n t r y  p r i c e  o r  r e f e r e n c e  bo rde r  p r i c s  
- d i s t r ~ ~ u t i o n  c o s t s  
- t a x a t i o n  
- t h a  geographic  d i f f e r e n t i a l .  

A .  Border  P r i c e  

The bo rde r  p r i c e  f o r  each p r o d u c t  I s  c a l c u l a t e d  month ly  u s i n g  an 
average o f  t h e  w o r l d  marke t  quo tes  f o r  t h e  p reced ing  month. To 
th :s  i s  added a  f i x e d  inc rement  o f  $20  p e r  t o n  and t h e  sum i s  t h e n  
m u l t i p l i e d  by a  c o e f f i c i e n t  which t a k e s  i n t o  account t h e  bank 
cnarges.  

- t h e  r e f e r e n c e  quo te  f o r  t h e  p r o d u c t s  i s  P l a t t ' s  C I F  
Rot terdam NWE base ARA q u o t a t i o n .  

- t h e  f l x a d  inc rement  cove rs  f r e i g h t  c o s t s  t o  t h e  u n l o a d i n g  
dock i n  Muanda. 

- bank charges cover  charges r e l a t a d  t o  ooen ing  o f  l i n e s  o f  
c r e d  i t as we1 1 as t h e  c o s t  o f  t r a n s f e r r i  ng i R ha rd  cu r rency .  
Ths r a t e  charged on c r e d i t ,  imposed by t h e  Cen t ra l  Bank, i s  
8 0 . 1 %  p e r  yea r .  

8. D i s t r i b u t i o n  c o s t s  

C i  s t r i  b u t  i on c o s t s  have remained i n  t h e  same b r a c k e t  as p rev ious  1 y . 
The c o s t s  wh icn  make up a  genera l  base a r e  r e l a t e 0  t o  t h e  average 
o f  t h e  h i g h e s t  d i s t r i b u t i o n  c o s t s  d u r i n g  t h e  1983-1987 p e r i o d  and 
conve r ted  t o  1989 c o s t s  a c c o r d i n g  t o  t h e  US consumer p r i c e  index .  

- f o r  ZAIRE SEP expenses: t h e  average v a l u e  f o r  t h a  1983-1986 
p e r i o d .  

- f o r  t h e  charges and i n c o m  o f  companies: t h e  average v a l u e  
i n  1985 o f  o i l ,  d i e s e l  and f u e l  o i l  and t h e  average va lue  
i n c l u d e d  i n  t h e  1989 s t r u c t u r e s .  

- f o r  SOZIR's o p e r a t i n g  expenses: r e f i n i n g  expenses a r e  spread 
ove r  a l l  t h e  p r o d u c t s  a t  an average o f  $9 .5 / ton .  

The d i s t r i b u t i o n  c o s t s  a r e  a d j u s t e d  a t  t h e  beg inn ing  o f  each year  
acco rd ing  t o  t h e  US consumer p r i c e  index .  



7 l r z  f a ?  l ew ing  t a b l e  g i ves  t h e  a c t u a l  f i g u r e s  c a l c u l a t e d  f = r  t n e  
a - ~ t r i c ~ t i a n  c c s t s  acco rd ing  t o  p roduc t  f o r  ~ 9 9 0  -r, $US ( a s  
r spa r t e :  z j  tple ccmpanies).  

D i s t r i b u t i o n  c o s t s  : maxima p r i c e  

( S U S / m 3  1 

Gasol 1 ne Kerosene D iese l  Fue l  O i l  

Z A I i i E  SE? 5 3 7 5 7 7 5 4 

Ma rke t i ng  Costs  11 1 6 5  63 5 1 

S O Z I R  10 9 10 9 

T o t a l  174 149 139 114 

C .  T a x a t i o n  

Taxes, i r c l u d i n g  p a r a f i s c a l  t axes ,  a r e  f i x a d  acco rd ing  t o  t h e  
budget  d i r e c t i v e s  of  t h e  government. T h i s  aspect  w i ? l  be examined 
i n  cnap te r  7 .  

0 .  Geographic d i f f e r e n t i a l  

Given t h e  s tandard  re fe rence  p r i c e  f o r  a1 1  impor t  r o u t e s  based 
on t h e  w o r l d  p r i c e ,  t h e  geograph ic  d i f f e r e n t i a l  con ta i ned  i n  cne 
p r i c e  maxima system t a k e s  a l l  t r a n s p o r t  c o s t s  i n t o  account  as 
f o l l o w s :  

- f r e i g h t  c o s t s  o f  i m p o r t s  a r r i v i n g  by t h e  sou thern  and 
e a s t e r n  r o u t e s  t o  t h e  Z a i r i a n  border .  These c o s t s  a r e  
con ta i ned  i n  t h e  c u r r e n t  system i n  t h e  average bo rde r  p r i c e .  

- t n e  d i s t r i b u t i o n  t r a n s p o r t  c o s t s  th roughou t  t h e  c o u n t r y  
as charged by Z A I R E  SEP 

- an geographic  i n c e n t i v e  g i v e n  t o  t h e  d i s t r l b u t i ~ n  f i rms  t o  
encourage them t o  supp l y  t h e  i n t e r i o r  o f  t h e  coun t r y .  

The t a b l e  i n  annex 4 g i v e s  t h e  va lues  f o r  t h e  new geographic  
a1 f f e r e n t i h l s  f o r  each l o c a l i t y  covered i n  t h e  p r i c e  maxima system. 



6 . 3  r n x r t r u  ' r  

3asaa on ac tua l  f i g u r e s ,  comparisons c f  p r i c e  maxlma a n j  
, z ~ r ~ c e s  c a l c u l a t e d  accora lng t o  t h e  s t r u c t u r e  I n  p lace  on FeDruary 
j, 1993 are g i ven  below: 

P R I C E  fUS/m3 GASOLINE KEROSENE DIESEL FUEL OIL 

Current  p r i c e  539.2 478.0 1518.1 385 
s t r u c t u r e  

P r i c e  maxima 606.4 513.7 546.5 405.4 

D i f f e r e n c e  + I  2.5% +7.5% +5.5% +5% 

A S  shown, t h e  p r i c e  maxima would be h ighe r  than t h e  corresponding 
p r i c e  i n  t h e  c u r r e n t  system: 12.5% f o r  gas01 ine ,  7 . 5 %  f o r  kerosene, 
5 . 5 %  f o r  d i e s e l ,  and 5% f o r  f u e l  o i l .  

6 . 4  -S on t h e   rice maxima s v s t m  

The p r i c e  maxima system i s  a compromise between a complete f r e e i n g  
o f  p r i c e s  as proposed by the  World Bank i n  ~ t s  S e c t o r i a l  Adjustment 
Program and b y  U S A I D  and t h e  o l d  system of c o n t r o l l e d  p r i c e s  which 
i s  c u r r e n t l y  i n  p lace .  I t i s  nonetheless,  i n  p r i n c i p l e ,  a  d e c i s i v e  
s tep  towards l i b e r a l i z i n g  Z a i r e ' s  o i l  p r i c e s  i n s o f a r  as i t  
addresses t h e  government's and t h e  l end ing  i n s t i t u t i o n s '  concern 
f o r  a  longterm rehab i  1  i t a t i o n  of t h e  d i s t r i b u t i o n  sec to r  on t h e  one 
hand and o f  supp ly ing  the  market under t h e  most f avo rab le  c o s t  and 
q u a l i t y  c o n d i t i o n s  f o r  t he  Country on t h e  o t h e r .  

6 . 4 . 1  The p r i n c i p l e s  adopted 

The .  p r i n c i p l e s  adooted by t h e  p r i c e  maxima system are 
e s s e n t i a l  and w i l l  a f f e c t  t h e  opera tors  by: 

1 .  a l l o w i n g  them the  complete freedom t o  f i x  t h e  p r i c e s  o f  
pet ro leum products  i n  r e l a t i o n  t o  such u n c o n t r o l l a b l e  f a c t o r s  
as the  wor ld  market p r i c e  and t h e  Za i re /do l  l a r  exchange r a t e .  
Under t h e  proposed system, t h e  government would no longer  
i n te rvene  "a  p r i o r i "  i n  t h e  r e t a i l  p r i c e  adjustment process. 
Neverthe 1 ess , t h e  government would reserve  t h e  r 1 gh t  t o  
c o n t r o l  p r o f i t  margins r e t r o a c t i v e l y .  



2 .  a: lowlng f=r the 1ncorpOratlOn cf changes 1n cos t  c f  t ne  
s l ~ r e n t s  t n a t  make UP t he  P r i c e  of  r s f i n e d  prcduct; ? n  rEa: 
terms, p a r t i c u l a r l y  t he  d i s t r i b u t i o n  and t r a n s D c r t a t l o n  c z s t s .  

The e f f s c t s  ci t he  system a re  analyzed below 

6 . 4 . 2  P o s i t i v e  e f fec ts  

Ths system should have f i v e  p o s i t i v e  e f f e c t s : '  

I .  Rebu i l d ing  o f  t he  f i n a n c i a l  s i t u a t i o n  of t h e  companies 

The p r i c e  f reeze d u r i n g  the  l a s t  few years r e s u l t e d  i n  a 
l i q u i d i t y  c r i s i s  f o r  t h e  d i s t r i b u t i o n  companies. I t  should 
be kept  i n  mind t h a t  t h e  o i l  companies wrote o f f  8 b i  1 1  i o n  
Za i res  ( 1 0 %  of i n d u s t r y  sa les  i n  19871,  corresponding t o  t h e  
amount o f  bad debts owed by t h e  "Caisse de Stab i  1 i z a t i o n " .  
The l i b e r a l i z a t i o n  of pet ro leum product  p r i c e s  w i l l ,  
t h e r e f o r e ,  have t h e  immediate e f f e c t  o f  r e s t o r i n g  t h e  
f i n a n c i a l  p o s i t i o n  of companies i n  t h e  t r a n s p o r t  and 
d i s t r i b u t i o n  sec tors  ( Z A I R E  SEP, o i l  companies). 

2 .  R e v i t a l i z i n g  sa les  i n  t h e  i n t e r i o r  o f  t h e  count ry  

The i n t e r i o r  of Za i re ,  e s p e c i a l l y  t h e  eas t  and t h e  south, was 
hardest  h i t  by t h e  shortages of pet ro leum prdducts  over t h e  
l a s t  few years. Many gas s t a t i o n s  were c losed f o r  good, 
o thers  tampora r i l y ,  desp i te  s torage and d i s t r i b u t i o n  
caDac i t i es  and a  s t rong  p o t e n t i a l  demand. Our s tudy o f  t he  
d i s t r i b u t i o n  companies c l e a r l y  shows t h a t  t h e  network sa les  
f o r  such products as gaso l ine  and d i e s e l  cou ld  increase 
s u b s t a n t i a l l y ,  p a r t i c u l a r l y  i n  t h e  Shaba r e g i o n  which cou ld  
represent  a  volume increase of approximately 3-4,000 m3 o f  
products.  

3 .  Rebu i ld ing  o f  working s tocks  

On average, t h e  work ing s tocks o f  t h e  d i s t r i b u t i o n  companies 
are  e q u i v a l e n t  t o  10-15 days o f  consumption, a l e v e l  t h a t  i s  
i n s u f f  i c i e n t  t o  ensure a  regu la r  supply t o  t h e  eas tern  ana 
southern reg ions  o f  t h e  country .  With p resent  delays of 
supp l i es  by t h e  va r ious  impor t  rou tes  (average 45 days) ,  i t  
i s  extremely impor tant  t o  r e b u i l d  s tocks  up t o  t h e  equ iva len t  
o f  4 5  days o f  consumption. 
This  o b j e c t i v e ,  on l y  a t t a i n a b l e  i f  t h e  p a r t i c i p a n t s  a re  i n  a  
s t rong  f i n a n c i a l  s i t u a t i o n ,  i s  e s s e n t i a l  t o  ensur ing  a 
constant  supply t o  these reg ions  and avo id ing  shortages. 



4 .  Reducing t h e  s i z e  of  t n e  p a r a l l a l  market 

r ' a t r 3 1 e ~ m  p roduc t  shor tages  i n  t h e  Shaba and K i v ~  r e g i o n s  r 3 . s  
l e a  t 3  t h e  c r e a t l o n  of a  p a r a l l e l  market i n  tnese  r e g l e n s ,  
wnere t n e  p r i c e s  have reached as h l g n  as 10 t imes  t n e  o f f  ~ c l  a !  
3 r :ce .  
Th i s  market  would be reduced by r e g u l a r  s u p p l i e s  o f  d i e s e l ,  
o i l ,  and gaso l i ne .  
Neve r the lass  t h e  p a r a l l e l  marker w i l l  n o t  como1a:e:y 
d isappear ,  especially I n  t h e  e a s t e r n  r e g l o n  o f  t h e  c o u n t r y  
g i ven  t h e  differences between p r i c e s  i n  t h e  i n t e r i o r  ci t r s  
c o u n t r y  and those I n  t h e  n e l g h b o r l n g  c o u n t r i e s .  

5 .  I nc reased  competi t i o n  

The p r i c e  maxlma system a l l o w s  t h e  distribution ccmpanies t o  
g i v e  reba tes  f o r  wholesa le  as w e l l  as r e t a i l  s a l e s .  A measure 
o f  c o m p e t i t i o n  would be i n t r o d u c e d  among t h e  companies ? n  
t h e i r  a t t emp t  t o  boos t  s a l e s ,  p a r t i c u l a r l y  i n  t h e  sou th .  
The system shou ld  t h e r e f o r e  b e n e f i t  t h e  consumer n o t  o n l y  i n  
t h e  a rea  of  p r i c e s  b u t  a l s o  t h rough  a b e t t e r  q u a l i t y  s e r v l c e .  

The p r i c e  maxima system shou ld  be cons ide red  as an i n t e r m e d i a t e  
s t e p  towards a  t o t a l  f r e e i n g  o f  01 1  p r i c e s .  I t  does n o t  r ep resenc ,  
i n  t h e  s h o r t  t e rm  a t  l e a s t ,  an efficient system of  p t i c e  economics 
a l l o w i n g  r e a l  campet i t1on among t h e  v a r i o u s  o p e r a t o r s .  
A c e r t a i n  number of s t r u c t u r a l  and c i r c u m s t a n t i a l  f a c t o r s  c o u l d  
b l o c k  t h e  expected p o s i t i v e  e f f e c t s  o f  t h e  p r l c e  maxima system. 

6 . 4 . 3  L i m i t s  o f  t h e  system 

1 .  The presence o f  c a r t e l s  

Z a i r e ' s  d i s t i  b u t i o n  market s u f f e r s  f r om t o o  many c a r t e l s ;  f c u r  
companles dominate: PETROZAIRE, FINA, MOBIL, SHELL. The 
r e c e n t  e n t r y  o f  sma l l  o p e r a t o r s  i n  t h e  sou th  o f  t h e  c o u n t r y  
(ZAIRE OIL,  MADOVA, and s l n c e  February  1990 LUBANJI, and 
YOSHAO) IS l i m i t e d  t o  s u p p l y i n g  b u l k  t o  a  few l a r g e  consumers, 
p a r t i c u l a r l y  Gecamines. The sma l l  companies do n o t  have a 
r e t a i l  d i s t r i b u t i o n  ne twork  and a lmos t  no f i x e d  c o s t s .  

Moreover,  t h e  ope ra t  i ng methods o f  these companies a ren  n o t  
always i n  keeping w i t h  t h e  c r i t e r i a  f o r  f r e e  c o m p e t i t i o n  as 
t o u t e d  by t h e  a u t h o r i t i e s .  These companies work main1 y f o r  
reserved  markets ( e s p e c i a l l y  GECAMINES). I n  l e s s  t h a n  one 
ysar  ZAIRE SHELL s u p p l i e d  a lmost  25% of  GECAMINES d i e s a l  
requ i remsnts.  



3 ReDu i ld ing  t he  d i s t r i b u t i o n  s e c t o r  

Tne a 1 s ~ r : D u t l o n  s e c t o r  f o r  pe t ro leum p r c d u c t s  i n  Z a i r e  was 
a  f 1 n a n c : a l l y  devasted i n  1 9 8 9 .  For t h e  e f f e c t s  c f  r e a l  
c o m p e t i t i o n  t 3  be f e l t ,  t h r e e  c o n d i t i o n s  must be f u l f i l l e d :  

- t h e  f i n a n c i a l  recovery  o f  t h e  s e c t o r  must be completed,  wnicn 
means t n e  reDu l1d lng  t h e  f i n a n c i a l  base o f  t h e  comoanies. 
Th is  c o n d i t i o n  r e f e r s  e s ~ e c i a l l y  t o  t h e  de layed payments o f  
t h e  government and p a r a s t a t a l  companies: GECAMINES, SNCZ,  
CNATRA,  O f f i c e  des r o u t e s .  A t  t h e  moment, g i v e n  t he  f i n a n c i a l  
d i f f i c u l t i e s  of these  companies, t h e  payment de lays  have had 
a  tenaency t o  r i s e  a p p r e c i a b l y  (more t han  120 d a y s ) .  

- Lhe bu i  l dup  of work ing  s t o c k s  o f  t he  companies i s  e s s e n t i a l  
t o  prov i ae a  cons tan t  supp l y  t o  t h e  market .  T h i s  i s  o f  course 
l i n k e d  t o  t h e  r e b u i l d i n g  of t h e  companies' f ~ n a n c i a l  base. 

- t h s  s t o c k p i l i n g  o f  30 e x t r a  days o f  s u p p l l a s  would rep resen t  
a  cap1 t a l  expend i t u re  o f  9 b i l l  i o n  Z a i r e s  f o r  t h e  i n d u s t r y  
41 th  an annual f i n a n c i a l  c o s t  of approx imate ly  5 6 0  m i l l i o n  
Z a i r e s  &t a  r a t e  o f  50% pe r  year .  

- One o f  t h a  major c o n s t r a i n t s  i n  t h e  o i l  i n d u s t r y  w i l l  be r e -  
supp l y i ng  markets i n  t h e  i n t e r i o r  o f  t h e  c o u n t r y ,  p a r t i c u l a r l y  
i n  t ha  e a s t  and t h e  sou th .  Under these conditions, t h e r e  can 
be 1 i t t l a  hope f o r  lower r e t a i  1 p r i c e s  i n  t h e  immediate f u t u r e  
u n t i l  t h a  f i n a n c i a l  base o f  t h e  companies has been r e s t o r e d .  
A p r i c e  war undar p resen t  f l n a n c i a l  c o n d i t i o n s  would p u t  these  
companies o u t  o f  bus iness  i n  a  ve ry  s h o r t  t ime .  

3 .  A v a i l a b i l i t y  o f  h a r d  c u r r e n c y  

The system cannot f u n c t i o n  p r o p e r l y  un less  t h e r e  i s  enough hard 
cu r rency  t o  ~ u y  impor ted p roduc t s .  The c u r r e n t  f o r a i g n  exchange 
quota f o r  t h e  o i l  s e c t o r  h i n d e r s  t h e  p roper  f u n c t i o n i n g  o f  t he  
d i s t r i b u t i o n  s e c t o r .  F i nanc ing  programs f o r  t h e  i m p o r t a t i o n  o f  
pe t ro leum p roduc t s  by t h e  w o r l d  Bank ( $75  m i l l i o n )  and by U S A I D  
( $ 3 0  m i l l i o n )  w i l l  e l e v i a t e  t h i s  prob lem i n  t h e  s h o r t  term. 

4 .  Cost  o f  t r a n o p o r t  i n f r a s t r u c t r u e s  

R e h a b i l i t a t i o n  p r o j e c t s  i n  t h e  t r a n s p o r t  s e c t o r ,  p a r t i c u l a r l y  f o r  
ONATRA and SNCZ, w i l l  i n v o l v e  s u b s t a n t i a l  investments .  The 
economic and f i n a n c i a l  p r o f i t a b i l i t y  o f  these  p r o j e c t s  as 
c a l c u l a t e d  by t h e  World Bank i n v o l v e s  r a i s i n g  t h e  t a r i f s  o f  these 
companies. The t a r i f s  a r e  c o l l e c t e d  f o r  Z A I R E  SEP which handles 
a l l  t h e  t r a n s p o r t  of pe t ro leum p r o d u c t s  i n  t h e  coun t r y .  



CHAPTER 7 

7 . 1  E v o l u t i o n  of pet ro leum taxes  

up u n t i l  DecemDer 1 9 8 8 ,  f i s c a l  petroleum taxas w e r *  C B ~ C U J ~ ~ S ~  

o n  an ad valorem b a s l s  0 n . t h e  average p r i c e  o f  car,r;iakm 
product  impor ts  f o r  each impor t  r o u t e ,  west, e a s t ,  ana scu th .  
A s  p r e v i o u s l y  discussed (see chapter  5 ) ,  Lhe p r a c t i c e  o f  
f i x i n g  p r i c e s  l e d  t o  a  b i z a r r e  s i t u a t i o n  where two o f f i c i a l  
p r i c e s  e x i s t e d  f o r  t h e  same produc t  i n  t h e  same l o c a l i t y .  
Th is  was p a r t i c u l a r l y  t r u e  i n  t h e  south which can be supp l i ea  
a i t n e r  f rom the  west o r  from t h e  south.  The average r e a l  c o s t  
of ~ m p o r t a t i o n  v i a  t h e  eas te rn  and southern rou tes  i s  tw i ce  
as h i g h  as t h a t  o f  i m p o r t i n g  v i a  t h e  west. 
To lessen the  impact o f  these d i f f e r e n c e s  on the  r e t a i l  p r i c e  
i n  the  eas tern  and southern reg ions ,  t h e  government in t roauced 
a  nega t i ve  t a x ,  i n  t h e  i n t e r e s t  o f  ba lanc ing  p r i c e s ,  which 
amounted t o  a  subsidy on produc ts  i n  these reg ions .  Th i s  
p o l i c y  had two consequences: 

- f r a u d u l e n t  r e - e x p o r t a t i o n  o f  products t o  t h e  ne ighbor ing  
c o u n t r i e s  i n  t h e  eas t  and i n  tne  south where r e t a i l  
p r i c e s  were h ighe r ,  

- exacerbat ion  o f  t h e  shortages i n  these reg ions .  

Th is  s i t u a t i o n  was c o r r e c t e d  i n  t h e  February 1 9 8 9  p r i c i n g  
s t r u c t u r e .  Subsid ies were c u t  o f f  f o r  p roduc ts  imported v i a  
tne  eas t  and t h e  south.  The t a x  b a s i s  was s tandard ized f o r  
a l l  impor t  rou tes ,  i n  r e l a t i o n  t o  a f i x e d  r a t e  c a l c u l a t t d  on 
t h e  ac tua l  average p r i c e  o f  impor ts .  Th is  new fo rmula  
cons iderab ly  r a i s e d  t h e  f i s c a l  taxes f o r  products imported v i a  
t h e  eas t  and t h e  south as shown i n  t h e  t a b l e  below: 

E v o l u t i o n  o f  taxes  w i t h i n  t h e  p r i c i n g  s t r u c t u r e  ( Z / m 3 )  

P a r a f i s c a l  charges: 
1  ) Dec 3 ,  1988 
2 )  Feb 1 ,  1989 
3 )  March, 1990 

Gas01 i ne Kerosene Diesel  Fuel 011 
west East west East West East South East 



7 . 2  Role o f  t a x a t i o n  i n  t he  p r i c e  s t r u c t u r e  

2 s s p i t a  tax  r a t e  increases f o r  pet ro leum PrCduCtS, t a ~ e s  a re  s t i l l  
r e l a t i v e l y  low ( 3 5 %  i n  March 1 9 9 0 )  compared t o  c e r t a i n  A f r 7 c a n  
c o u n t r ? e s  where taxes rep resen t  5 0 - 6 0 1  of t he  r e t a l l  p r i c e .  A tax 
~ n c r e a s a  cou ld ,  t he re fo re ,  be for thcoming.  I t  snould  be notad,  
bowever, t h a t  d i s t r i b u t i o n  and t r a n s p o r t  c o s t s  a re  tw i ce  as h i gn  
l n  Z a i r e  comoared t o  those I n  these Same c o u n t r i e s .  Shor t  o f  
r a i s i n g  t he  r e t a i l  p r i c e ,  t h e r e  cou ld  on l y  be a tax  increase i f  
major improvements I n  p r O d ~ c t l ~ l t y  I n  t h e  d i s t r i b u t i o n  and 
t r a n s p o r t  sec to r s  were made. 

ROLE OF TAXATION I N  THE PRICE STRUCTURE (WESTERN ROUTE) : 

% o f  p r i c e  Dec. 1 9 8 8  Feb. 1 9 8 9  Feb. 1990  March 1990  

Gaso 1 i ne 2 9  - 0 %  2 7 . 5 %  31  . O %  3 7 . 9 %  

Kerosene 

D iese l  

Fuel O i l  4 . 0 %  2 7 . 5 %  2 6 . 0 %  3 2 . 4 %  

T o t a l  averaga 2 3 . 5 %  2 7 . 0 %  2 8 . 5 %  3 4 .  ax 

7 . 3  C a l c u l a t i a n  of t h a  

Tho p r l c i n g  s t r u c t u r e  c o n t a i n 8  two ca tago r i as  o f  taxes  
depanding on t h e i r  a l l o c a t i o n :  

A. D l r o c t  tax.. which go t o  t h o  T raser  Pub l i c .  Thasa i nc l ude :  

- an impor t  d u t y  

- an oxc i so  t a x  

8. P a r a f i s c a l  taxa8 doa t i nad  f o r  t h o  t r a n s p o r t  agoncies such as 
t h a  O f f i c a  das ROut.8, t h o  So rv i co  Na t i ona l  da8 Routas 
de Odssarta A g r i c o l a r ,  and t h e  Ragio do8 Voias F l u v i a l a s .  



7 . 3 . 1  Former situation 

unt71 December 1989,  f i s c a l  taxes uere ca l cu la ted  I n  p ropo r t i on  t o  
tne average border P r i c e  (average Import cos t  of petroleum 
products )  according t o  a  f i x e d  r a t e :  

- impor t  duty  and exc ise  tax:lOX 

- t r a n s p o r t a t i o n  sur tax :  55%, 15%, 45%, and 45% respec t i  ve l  y f o r  
gaso l ine ,  kerosene, d i e s e l ,  and fue l  o i l .  

This method o f  c a l c u l a t i n g  p r i c e s  had two major drawbacks: 

- l t  a m g l i f i e d  and p r o j e c t e d .  i n t e r n a t i o n a l  p r i c e  v a r i a t i o n s  
onto i n t e r n a l  g r i c e r ;  

- tax revenues va r ied  according t o  i n t e r n a t i o n a l  market g r i c e  
f l u c t u a t i o n s .  

To e l i m i n a t e  these drawbackr, t h e  I M F  recommended i s o l a t i n g  the  
c a l c u l a t i o n  o f  t h e  t a x  ba8i8 from the  i n t e r n a t i o n a l  market and from 
f o r e i g n  exchange t o  l o c a l  money. . 
7.3.2 Cur ren t  S i t u a t i o n  

The c a l c u l a t i o n  o f  taxes ha8 been s i m p l i f i e d  a8 of  1990 and takas 
I n t o  account t h e  follow in^ p a r m e t e r s  and p r i n c i p l e s :  

- f i s c a l  tax08 a re  un i fo rm ly  appl i e d  no mat te r  t h e  source of t he  
impor t  

- t h e  ba8 ic  va lue f o r  a  product  i s  a  f i x e d  reference value 
c a l c u l a t . 6  once md f o r  a11 on t h e  average wor ld  p r i c e  of 
pet ro leum product8 d u r i n g  1979-1988. T h l r  va lue can be p u t  
on a  m r k e t  p r l c e  l i 8 t .  

- the - re fe rence  value i 8  g iven i n  SU8 p.r m e t r i c  ton. I n  t h i s  
way it I 8  i w l a t e d  f rom t h e  f l u c t u a t i o n  o f  t h e  Za i r i ans  
currency. The refermnce value8 are: q u o l i n e  S284/T, kerosene 
$266/T, d ie8e l  $24l/T,  f u e l  o i l  $137 (see annex 5 ) .  



- f 7 s c a l  taxes are cased on tne reference value m u l t l p l  lea  5 ,  

an aajustment coef f  1 c l e n t  ~ n l c n  var les  cependlng zn t m e  
przauct .  
The ra tes  are:  0 . 8 5 %  f o r  gasol lne,  4 5 %  f o r  kerosene, 7 5 %  f;r 
d iese l  and fue l  o i l  (see t a b l e  7 . 1 ) .  The aajustnant  
c o e f f l c l e n t s  a re  s t i p u l a t e d  I n  the f inance r e g u l a t l c r s  
( eventual 1 y by o rd  1 nance) i n  re1 a t  1 on t o  the tax revenbe needs 
o f  the government. 
I n  March 1990, a1 though the  weighted c o e f c i c l e n t s  had no t  been 
modlf led, f i s c a l  taxes were ra lsed by 35% f o r  gas01 lne ;  2 7 %  
f o r  0 1 1  and 33% f o r  d i e s e l  and fue l  o i l  (see t a b l o  7.1.b and 
annex 6 ) .  

I n  the o l d  system uo t o  1988, petroleum taxes a1 located t o  tha  
Tresor Pub l i c  were collected by OFIOA as the  products entered the 
i n t e r n a l  market, wh i l o  taxes dest ined f o r  t ho  t ransoor ta t i on  
agencies were remi t t o d  d i r e c t 1  y by tho  01  1 comoanies a f t e r  t h o  sa le  
o f  t he  products t o  consumers. 

Thls procedure nover worked p ropor l y  due t o  tho  f i n a n c i a l  
difficulties experienced by tho  d i s t r l b u t i o n  companies i n  1987 and 
1388 and caused la rgo  d is turbancos i n  tho  opera t ion  o f  the 
t ranspor ta t i on  agencies. 

To r e c t i f y  th9 s i t u a t i o n ,  t he  tax  a u t h o r i t i e s  decided t h a t  as c f  
February 1 ,  1989, a l l  potroleurn taxes would be l ev ied  by OFIDA a t  
the t ime o f  impor tat ion,  i n  o tho r  words: 

- a t  t h e  border f o r  imgorted products,  

- as the  product8 l o f t  t h e  r e f i n e r y  f o r  ProductS so ld  by 
S O Z I R .  

This  s t i p u l a t i o n  which i n  ossencr asked t h e  o i l  comganios t o  pra- 
f inancr  t h o  tax revonues d i d  n o t  work. Given t h e i r  f i nanc ia l  
s i t u a t i o n ,  t h e  c ~ a n i e ~  cou ld  n o t  abaorb those cos ts  because of 
t h e  delay8 i n  paymant by t h e  govornmant and t h e  paras ta ta l  
comganios. ( 120 '  days). 
A n  agreemant wa8 than roachrd batween the  t o c  depart~nant and the  
i n d u s t r y  wheroby tax08 would bo rem i t ted  90 days a f t e r  the  e n t r y  
date o f  tho product; t h o  delay to k shortened t o  80 days a8 of 
A p r i l  1, 1990. 
The governmont agreed t o  pay f o r  i t 8  consum@tion w i t h i n  90 day8 of 
t he  b i l l i n g  date which a c t u a l l y  reprosont8 120 day8 givon the  
administrative channels t o  be fo l lowed.  Those cofmnitnnnts have no t  
been uphold; t a b l e  7 . 2  show8 t h e  a r rea rs  o f  the  governmont and of 
the 0 1 1  companies as o f  February 1990. 



F,,e1 Price 
; ecmer  ~'~88 

Fuel Price 
Feoruary 1989 

'~el Price 
Fsbruary i990 
Fix prlce I n  J5S 

Exci se ta fix base Excise tax ( 1 E  I m r t  cost) Excise :a 15% 

Consunption tax fix base Duty costuns ( lE  Impart cost) Outy cost~ms 15% 

Unique tax fix base 
Stabilization 
F u n a  fix base Stabilization Fund 0 X Zcabilization OX 

Road Tax fix base Transport Surtax Transport Surtax 

Riuers Tax fix base . Gasoline 55% . Gasoline 55% 
. K e r o s w  152 Inport cost . Kerosema 15% 
. Diesel 452 . Oiesel d5% 
. F u l  oil 45% . Fuel Oil 45% 

Local intercs t 
Road Tax f i x  base 

Special Treasury fix base 
Fund 

F isul basa 

Fiscal tu 
Fobnwry 1- 

Fiscal tax 
M u c h  1990 

Increase 

T a l a  7.1.b 

Camaxha U w s  F F l b N u v m  199Q 
Gasoline Karosano Oiesal Fuel Oil 

195,rrb 210.14 202,4 134,3 

0 Be 0.45 0.75 0.75 



7 . -  l d L t  7 2 

% M E  OF P4YMENT W?WS I N  FE3RUARY iW 

BEWEEN THE C I O V E W T  ANO OIL CWANIES 

1.  Govermnt debt (Z  millions) : 

Wt due Payment Yet dcre 

No~trnoer 1989 1623,s - 1623,5 

bcsrrber 1989 1701,8 2000 1325,3 

January 1 W J  1798,6 1433,7 1690,2 

F ebruary 1990 1819,3 - 3509,5 

Current invoices u3.2L.L - - 

~ e t  due 120 davs 8774,3 3333.7 53U, 6 

Debt due for one month corresponds to c o n s w t i o n  for the  Wninistration 
135 days aqo. 

2. Oil CarOMy hbts (2  Irillims) 

bluw Jan 1990 290 

Net due #3 davs 4828 

Net duo 120 days 8774,3 

Net due 

290 



-= : r  r e c e i ~ t  o f  tax Payments from t ke  ccmpanles, :;::A 1 s  '3 Pass 
2 7  tNne taxes t3 the va r ious  o e n e f i c l a r l e s  w l t h l n  1 5  t a  33 days as 
s r e k n  E ~ : o w :  

- 4 4 . 2 %  t o  the Tresor P u b l i c  
- 4 3 . 0 %  O f f i c e  des Routes 
- 6.0% Service Nat iona l  das Routes de DBssarts i g r i c o l e ~  
- 4.0% Reqie des Voles F l u v i a l e s  
- 1 . 5 %  ccmitd Nat iona le  de 1 'Energ ie 
- 0.54% O f f i c e  Z a i r o l s  de Contro le 
- 0.36% Cornit4 de R 4 p a r t i t i o n  - 0.60% C e l l u l e  d 'E tudet  e t  de P l a n i f i c a t i o n  I n d u s t r i e l l e  
- 0.30% O f f i c e  des Oouanes e t  Accises 

Current  d i s t r i b u t i o n  r a t e s  w i l l  l i k e l y  be mod i f ied  w i t h  the  a r r i v a l  
o f  another b e n e f i c l a r y :  Of f i ces  des Voles e t  Drainages 

On the bas is  o f  demand p r o j e c t i o n s  (see 3 . 5 1 ,  two scenar ios t o r  
c a l c u l a t i n g  tax  revenue p r o j e c t i o n 8  have been fo l lowed.  The f i r s t  
presupposes a  r e b u i l d i n g  o f  working s tocks,  t he  second does no t .  

The average lave1 o f  o i l  t a x  revenues f o r  1990 and 1991 i s  . 
$ 7 4 1 . 2  and $142.2  m i l l i o n  respec t i ve l y  f o r  the  f i r s t  scenar io  
(see t h b l s  7 . 3 )  

$135.6  and $136.6  m i l l i o n  f o r  t h e  second (see t a b l e  7 . 4 ) .  

Scenario 1 show8 r l i g h t l y  h ighe r  revenuer ( + 4 % )  comPared t o  soma 
government ertim8t.8. These e8t imate8 are c a l c u l a t e d  on t h e  voluma 
o f  sale8 f o r  1990 a8 equ iva len t  t o  t h a t  o f  t h e  p rev iou r  year; n o t  
i n c l u d i n g  the  r e g u i l d i n g  o f  working stocks. 
Th i s  volumo i s  t h o  on. used i n  scenar io  2. 

With tho c u r r a n t  r a t e s  o f  d i s t r i b u t i o n  o f  t a x  revenues, est imate8 
o f  revwues  a l l o c a t e d  t o  tho Tresor P u b l i c  and t o  t h e  v a r i o u r  
t r a n s p o r t  .agencies have been c a l c u l a t e d  (sea t a b l e  7.5 and 7 . 6 ) .  



' r ; s . d  i;;~rss snc# tndt tha Projected revanLaa oa13 to 

- cra Cfflca Jas 8outes (O.R.), 
- :ne S a r v ~ c e  ~ a t i o n a l  aes Routes de DBsserta Agrlcoles ( S N R C A ) ,  
- Lne Rdjie 30s doles fluvlales (RVF) 

:n 1990 these figures will be a~proximately 

1 6 0 . 7  - $8.7 - $5.6 million for t h e  scenario inclualng a 
reouildlng of stocks. 

4 5 3 . 3  - $ 8 . 1  - $ 5  million for the scenario withouc a 
rebul lding of stocks. 

3evenues are calculated on a full fiscal year based on figures U D  
:a Marcn 1990. 

To calculate the real flow of revenuer, the delays i n  collecting 
taxes ( 3  months) as well as the rates prevlous to March 1990 must 
D B  taken into account. 

2dlculatad in tnis manner, total tax revenues in 1990 will be $123 
million of which $53 rnilllon will be allocated to tne Offlce des 
2outas at current allocation rates. 

Revenue projections are calculated annually using the current 
allocation coefficients: These coefflcelnts will be modified in 
the near f u t ~ r a  with the arrival of a new beneficiary, the Office 
des voids et Orainages. 
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:dn r a r e  Sub/m)  

:sns~mgt .  n3 

1991 ---- 
Tar race $usla3 
Conrugt .  rO 

1992 ---- 
Tar race Suslr3 
Conrrqt. n3 

1993 ---- 
TI# rate k r /J  
Cmscqt. u 

rrx RMNUC 

1994 - - -- 
Tar mta J u r N  
taruqt. m 
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Consrq t .  u 
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Tax r a t e  k r s / J  
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TAX ltNOU 

Tar m u  %r/J  
Cansupt.  rO 
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-NS FOR THE IMPLEMENTATICN OF P A A O Q  

The Energy S a c t o r i a l  Adjustment program, t o  be lmplemantad b y  
:na government, has two maln ODject ives:  

- t o  suoply  t he  l n t e r n a l  market a t  t h e  l onas t  poss lb le  cos t  o t  
t he  coun t r y  as a  whole. 

- t o  a f f e c t  t he  payment o f  t h e  p a r a f i s c a l  pet ro leum taxes t o  
the  t r a n s p o r t a t i o n  agencies respons ib le  f o r  t h e  management 
and maintenance o f  t h e  t r a n s p o r t a t i o n  i n f r a s t r u c t u r e .  

I n  o rde r  t o  meet these o b j a c t i v e r ,  severa l  s teos must be taken t o  
a l l m i n a t e  t h e  obs tac les  t h a t  remain throughout  t h e  d i s t r i b u t i o n  
sec to r  on t h e  one hand and t o  en ru re  t h a t  t he  t r a n s p o r t a t i o n  
agencles r e c e i v e  t n e i r  t a x  revenuer on t h e  o the r .  

Therefore,  t h e  disbursements from t h e  CIP program (see annex 7 )  
should be con t i ngen t  upon t h e  fulfillment of c e r t a i n  p r e r e a u i s i t e s  
l n  t h e  f u e l  and p a r t i c u l a r l y  i n  t h e  t r a n r p o r t a t l o n  Sector.  

These p re requ i  s  i t e a  can be d i v i d e d  i n t o  major and minor ca tegor ies .  
Tha major c o n d i t i o n 8  a r e  e s s e n t i a l  i f  t h e  o b j @ c t i $ @ s  s e t  o u t  by 
U S A I D  ara  t o  be met. The minor cond i t i ons ,  on t h e  o the r  hand, n i  1 1  
n o t  jeopard ize  t h e  p r o j e c t  i f  they remain u n f i  1 l ed .  They would 
never the less  c o n t r i b u t e  t o  t h e  e f f i c i e n c y  o f  t h e  program. 

. . 
8 .1  . p r e r a w  f o r  t h a  fum1 

8 . 1 . 1  Major  condi t ion.  

A .  L i b e r a l i z a t i o n  o f  o i l  price.. 

The implomontat ion o f  t h e  p r i c e  maxima system i s  e s s e n t i a l  t o  
r e b u i  l d i n g  th. d i a t r i  b u t i o n  r e c t o r  8nd c o n r t i  t u t e r  an in termadi  a t e  
s t e ~  toward8 f r w i n g  p roduc t  price.. P r i o r i t i e r  inc lude:  

- t h e  imglomontat lon o f  t h e  p r i c e  maxima system (which ir n o t  
c u r r e n t l y  i n  p l a c e )  t o  e l i m i n a t e  t h e  p r a c t i c e  o f  un i fo rmly  
a p p l y i n g  p r i c e 8  t o  pe t ro leum product. and t o  rep lace  i t  w i t h  
a  r e t r o a c t i v e  c o n t r o l  on the p r o f i t  margins o f  t he  companier. 



- t - s  s e t t - r g  -0  c f  3 t : r a t a ~ l e  - h l c h  f i ~ e s  zra :a:es F z r  t r e  
1 i c a r a l  i z a t l c n  s f  Cr::as. Tha wor ld  33rk ,  dn lcn a g r ~ s s  :J 
:rs l r c l e m e n t a t i o n  o f  tne p r i c e  maxima s.iscem reccmmepas t n a t  
:-e : * , ~ e  frame f o r  t h i s  gnasa no t  sxcee3 4 ca 3 n o n t r s .  

I t  should be no ted  t he  t he  p r i c e  maxlma syscem can rep lace  a  
c-mple ta l  y 1 1  ba ra l  1 zed system over  t h e  ,nedlum tsrm TniGfar 3s i: 

tdKes l n t o  account tne  a c t u a l  cos t s  o f  ~ m p o r t a t - z n  a r j  
a l s t r ~ b u t i o n .  
These 3 i s t r i b u t i o n  c o s t s  a re  ad jus ted  annua l l y  based on $, ' t=n,  
accard ing t o  t h e  US consumer p r i c e  Index.  

8. L i f t i n g  o f  impor t  r e s t r i c t i o n s  on pe t ro leum produc ts  

A t  t he  p resen t  t ime ,  c a l l s  f o r  tenders .  f o r  t h e  i m o o r t a t l o n  o f  
pet ro leum praduc ts  v i a  t he  western r o u t e  a r e  1 i m i  t e d  t o  membar 
c o u n t r i e s  o f  t h e  Communaut4 Economi~ua des E t a t s  de 1 ' A f r i q u e  
Can t ra l e  (CEEAC). 

Th is  s i t u a t i o n  does n o t  a l l o w  f o r  optimum buy ing and f i n a n c i n g  
Candlt lOnS o f  impor t  p roduc ts  (see  chap te r  4 ) .  

Ona o f  t h e  p r e r e Q u i s 1 t e s  o f  USAID's impor t  f i nance  program should  
t e  t h a t  c o m p a t i t i v e  b i d s  ba opanad up t o  a l l  s u p p l i a r  membars o f  
t h e  World Bank and t h a t  t h e  supp l y i ng  of  t h a  market'be c a r r i a d  o u t  
under t he  op t ima l  c o n d i t i o n s  f o r  c o s t  and supply de lays.  

I t  should be noted,  howavar, t h a t  c u r r e n t  impor ts  e n t e r i n g  v l a  t h e  
south and t h a  eas t  arm c a r r i a d  o u t  e x c l ~ s i v e l y  f o r  t ha  0 1  1 
companias. 

C. The Conbit4 d 'achat  

The Comi t 4  d '  achat,  raspons i  b l a  f o r  t h a  c o o r d i n a t i o n  o f  impor ts  
and t h a  managing o f  c o n t r a c t s ,  must modi fy  i s  ope ra t i ng  
procadura*. 
Tha Comi t 4  d  @ achat  must bacorna compl e t a  1  y  i ndapandant o f  t h a  s t a t e -  
ownad PETROZAIRE. To t h l r  and: 

- d i s t r i b u t i o n  companies must hava a  r a a l  say i n  t h e  Comita 
d 'achat .  The dominant ro la  o f  PETROZAXRE must be c u r t a i  l e d  
and t h o  govarnmont-ownad c o m ~ m y  p lacad  on aqua? f o o t i n g  w l t h  
t h a  Othar p a r t i c i p a n t * .  

- PETROZAIRE must n o t  t aka  ove r  t h e  Cornit4 d 'acha t ' s  r o l e  of  
sanding o u t  i n t a r n a t i o n a l  c a l l s  t o r  tandar  and o f  s i g n i n g  
patroleurn p roduc t  c o n t r a c t s  (a8  i n  t h e  casa o f  t h e  E l f -  
A q u i t a i n i  c o n t r a c t ) .  



A )  L l L e r a l i z a t l o n  of t he  l n t e r n a l  market d i s t r i b u t i o n .  

Ssveral steos should be taken by the  au tho r i  t l a s  i n  order t o  ensure 
a b e t t e r  supply t o  the  i n t e r i o r  o f  the count ry ,  p a r t l c u l a r l ~  5s 
rdmota araas no t  covered b y  the  d i s t r i b u t i o n  companies: 

- l e g a l l z i n g  the  resa le  of products b y  small merchants, s d ~ ~ e c t  
t o  c a r t a i n  regu la t i ons ,  

- reduclng the requ i red  minimum purchase o f  5 b a r r e l s  - - 1 

b a r r e l  f o r  smal l  merchants 

8 )  Operat ing prOC@dur@8 f o r  Zaire-Oleoduc 

D i s t r i b u t i o n  companies must be a l lowed t o  p a r t i c i p a t e  i n  the 
proposed company Zai re-01 ooduc , whose r o l e  w i 1  1  be t o  manage the  
planned Muanda-Matadi p i p e l i n e .  
A p r e l  iminary agreement between the C0ns.i 1  Execut i  f and t h e  o i  1 
i ndus t r y  concerning t h i s  mat te r  ha8 a l ready been signed. 

C) S e c t o r i a l  s t u d i e s  . 
Za i re ' s  fue l  sec tor  i s  p o o r l y  understood due t o  the  lack of  

s tud ies  o r  s e c t o r i a l  analyses. The f o l l o w i n g  s tud ies  a re  
racommended: 

1 .  A study o f  d i s t r i b u t i o n  and t r a n s p o r t a t i o n  c o r t s  

D i s t r i b u t i o n  and t r a n 8 p o r t a t i o n  c o r t s  contained i n  the  o i l  
p r i c i n g  s t r u c t u r e  a re  very h i g h  corngarad w i t h  o ther  A f r i c a n  
c o u n t r i e s  and the re  i 8  p o r s i b l y e a  p o t e n t i a l  f o r  an increase 
i n  p r o d u c t i v i t y  I n  th is  area. An i ndepth  study of there  cos ts  
i n  r e l a t i o n  t o  the r e h a b i l i t a t i o n  progrrms f o r  the soc to r  
( c u r r e n t l y  bo ing nego t ia ted )  would revea l  t he  r e l e v a n t  
fac to r8  . 

9 . A i t u d y  o f  f u e l  consumgtion 

No r e l i a b l e  r t a t i 8 t i c r  a r e  c u r r e n t l y  a v a i l a b l e  on o i l  
conrumotion bared on the branch o f  i ndus t r y  and the  reg ion .  
Conrequentl y, i t ir almost im@orsi b l e  t o  make accurate demand 
p r e d i c t i o n 8  o r  t o  c a l c u l a t e  t h e  demand p o t e n t i a l  according t o  
t h e  branch o f  i ndus t r y  i n  orde r  t o  moarure the  e f f e c t s  of 
p r i c e  f l u c t u t i o n s  on reg iona l  and n a t i o n a l  conrumption. 
This  l a s t  p o i n t  ir e r p e c i a l l y  impor tant  g iven the nominal 
change z f  p r i c e s  i n  Zai re.  



F ~ r c ~ e ~ r c - s ,  CreSB s t d d  72s w c i i i d  nessb rs  z c +  liL--- - - - -  o f  ,SAi3'S 
m e . - - c  3 f s r  f ~ n a n c : r ~ g  p e t r s l s u m  tr;~u;t . rpcr:s c n  c - 2  

a - f g 2 r + ~ t  s ~ C ~ G - D T O ~ ~ S S ~ ~ C ~ ~  l e v e l s  2 f  s c c i s t y ,  ;3 r : -cd1 i r ; ,  
s n  ';H i n 3  ~ i d d l e - l n c z m s  houseno lds .  

3 ~ c n  a s tady  snou ld ,  t h e r e f o r e ,  g a t h e r  statistics a c c a r d l r g  
t3 t h e  3mand  i n  s ~ e c l f i c  s e c t o r s  ( t r a n s p o r t z t i o n ,  i r ~ ~ s c r , ,  
m i n i n g ,  2 n 2 r g y ) ,  as w a l l  as r e g i o n  and income l s v e l .  

3 . 2 . 1  Major  c ~ n d i t i o n s  

Honor ing  o f  t h e  te rms  o f  payment f o r  t h e  p a r a f i s c a l  
t a x .  

-he s t r i c t  h o n o r i n g  o f  t h e  te rms  o f  payment f o r  t h e  pat ro leurn  t a x  
by t h e  d i s t r i b u t i o n  companies t o  OFIOA i s  i m p e r a t i v e  t o  t h e  p r o p e r  
f u n c t i o n i n g  o f  t h e  t r a n s p o r t a t i o n  agenc ies .  

- Government expenditures o n  f u o l  must  be p a i d  d l t h i n  30 days 
o f  t h e  d e l i v e r y  d a t e ,  a c t u a l l y  110 dsys j i s i 2 n  t k a  
a d m i n i s t r a t i v e  channe ls  t o  be f o l l o w e d  f o r  t h e  c l e a r i n g  o f  
b i l l s  ( a p p r o x i m a t e l y  30 d a y s ) .  I t  shou ld  be n o t s d  '. . 

a d m i n i s t r a t i v e  d e l a y s  c o u l d  be eliminated carnolate ' ,  
monthly  d ispersemont  sys tem were i n t r a d ~ . - -  

- C ~ n s u m o t l c n  by p a r a s t a t a l  compo ' - -  . , .  _ _ ,  . . - _  
days c f  t h a  d e l i v e r y  di,,. 

L -  - 4 -  1 7 h -  d i  - L C . ~ . ~ ~ C - - C  - - - c ) - c - - -  b ~ , . g  agrded t j  
b - - - -  - b . -  - - I - .  . 8  < a  + . . - A  *h- - - . , ' ~ * ? ~ c n t  honors i t s  90- 
4 -  - -  . - L  . C  --.L-;*..)#,p* 

n '  ~ a ? t i t t z n c s  o f  t a x o r  by OFIOA t o  t h a  t r a n r p o r t a t i o n  agenc ies  

OFIOA must  r a d i s t r i b u t o  t h o  o i l  t a x o s  t o  t h a  trsne::r=zt-cn 
a g o n c i o r  ( O f f i c a  do8 Routos,  Rog io  des Vc ias  F l u . / i 3 l e s ,  2nd t e s  
S e r v i c a  N a t i o n a l  pour  10s Routes  de Oesser te  A ; r i = 3 l s r )  a 1 t h 1 n  1 5  
days o f  r e c e i p t  o f  payment f r c m  t h o  d i ~ t ~ l b u t l 3 n  cornpaniss. I n  
~ e n e r a l ,  t h a  C.FrCA's c u r r e n t  paymect d o l a y  i s  3og rox ima te l y  1 5 - 3 0  
days. C f  c c u r s a ,  t heso  d o l a y s  c 3 n . o n l y  bo resgoc ted  i f  t h o  te rms  
of payme?: f s r  govornmont and p a r a s t a t a l  consumpt ion a r e  respected 
33  w e l l .  



: ,  .gayment procaaures f o r  government cansumptian 

- 2  avo id  de lays  I n  payments f o r  government csnsurnctlsn, :ha aLdgst  
Lscartment mbst Sat UP a  s p e c i a l  budget p r o c e j u r s :  

- b y  making t h e  COnSuPtlOn o f  f u e l  a  p r l o r l t y  exoendi t u r e ,  sn 
the  same l e v e l  as the s a l a r ~ e s  o f  c i v i l  sa rvan ts ;  

- by l n s t l t ~ t i n g  a  r a p i d  payment d ispersement systam, an a 
monthly b a s i s  f o r  example w i t h  a  r e g u l a t i o n  o f  i n v o i c e s  every  
q u a r t e r .  

- b y  g i v i n g  p r i o r i t y  t o  a l l o c a t i o n s  of  pe t ro leum taxes  c o l l e c t a d  
by OFIDA t o  t r a n s p o r t a t i o n  agenc ies i n  case of  d e f a u l t  by t n e  
government on i t s  payments f o r  3 0  consecu t i ve  days (see  annex 
8). 

These procedures c o u l d  e a s i l y  be p u t  i n t o  p l a c e  w i t h o u t  
i n t e r r u p t i n g  t h e  management procedures of t h e  c o u n t r y ' s  P u b l i c  
Finance Department. Th i s  same system was i n s t i t u t e d  i n  t h e  I v o r y  
Coast f o r  t h e  government consumption of  e l e c t r i c i  t y  , wate r ,  and 
f ~ r  use o f  t h e  te lepnone system. 

8 . 2 . 2  Minor p r e r e q u i o i t e o  

A )  P u b l i c  consumption 

The government's consumption o f  a1 1  t ypes  o f  p ~ t r o l e u m  p roduc t s  
accounts f o r  a  l a r g e  p a r t  o f  t h e  c o u n t r y ' s  t o t a l  consumption. 
Procedures f o r  a l l o w i n g  c o m p e t i t i v e  b i d s  shou ld  be s e t  up f o r  
pe t ro leum supp ly  contract. f o r  t h e  v a r i o u s  n i n i s t r i e s  and p u b l i c  
comganies. The World Bank appli.8 t h i s  p r i n c i p l e  f o r  q u a n t i t ~ e s  
g r e a t e r  t han  100 m3/month. W i t h  a  f r e e  marke t - s t y l e  system f o r  
pe t ro leum p r o d u c t r ,  a  procedure f o r  c o m p e t i t i v e  b i d s  would a l l o w  
t h e  government t o  b e n e f i t  f r om rebate. on i t s  supp l i es .  

The c u r r e n t  s i t u a t i o n  o f  a r r e a r s  between t h e  government, t h e  
p a r a o t a t r l  comganies, and t h e  p a r t i c i p 8 n f s  i n  t h e  d i s t r i b u t i o n  
systom must ba r eao l ved  and a t i m o t a b l e  s e t  up f o r  t h e  pay ing  o f  
~ r r e a r s .  

Concluoion:  Given t h a  c u r r e n t  r i t u a t i o n  i n  Zaire'. pe t ro leum 
d i s t r i b u t i o n  s e c t o r  and t h e  object ive.  o f  PAAD, a  
s e t  o f  major p r e r e q u i s i t e s  must be met. If these  
c o n d i t i o n s  a re  n o t  f u l f i l  l e d ,  t h e  o b j e c t i v e s  s i t  up 
by PAAO w i l l  be s e v e r e l y  conpromised. 
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1 .  3rdir lance no. 81-004 dated February 1 ' 3 a l  cancerns t s e  
r s g u i a t i o n s  f o r  impo r t i ng  and e x p o r t i n g  n y a r s c a r t c r s  and t r , a l r  
z s r i v a t i v e s .  

2 .  Ordlnanca no 81-021 dated February 1 4 ,  1981 csmp'ements tr .a 
law no. 78-004 datad January 20, 1978 r e l a t i n g  t o  t h e  c r e a t i o n  and 
the s t a t u t e s  of  the p u b l i c  comoany named " E n t r e p r i s e  P e t r o l i a r a  au 
23 i re "  (PETROZAIRE) and p rov ides  means of im~ le rnen t i ng  the  
zrdinance law no. 81-004 dated February 14, 1981 r e l a t i v e  t o  t na  
r e g u l a t i o n s  f o r  imgo r t l ng  and e x p o r t i n g  hydrCcarbOnS and t n e i r  
z a r l v a t i v a s .  

2 .  Ordlnance no. 84-145 dated Ju l y  2 ,  1984 surrenders  the 
government's p a r t l c i p a t l o n  I n  t h e  f u e l  d l s t r i b u t i o n  comoanies t o  
7EIROZAIRE. 

A .  L e t t e r  from tho  Gouverneur of  t he  Banque du Z a i r a  no. 6417 
dated June 5 ,  1985 r e l a t e s  t o  t he  l i f t i n g  o f  impor t  r a s t r i c t i o n s  
3n getroleurn products .  

5 .  L e t t e r  no.t304/CA8.MINER/85 dated August 10, 1985 r a l a t e s  t o  
t k e  l i b a r a l i z a t i o n  o f  imoor ts  and o f  t ho  p e t r o l z ~ m  E r o d ~ c t  market. 

6. L a t t e r  no. 1622/CAB.MINER/85 dated Novambir 30, 1985 r a l a t e s  
t o  t he  c r e a t i o n  o f  a  "suop ly "  dopartmont a t  ZAIF !E  SEP. 

7 .  L a t t a r  no. 82/06p. P o r t o f o u i l l o / 8 6  datad January 30 ,  1986 
r e l a t e s  t o  tho  managomont o f  t ho  government's p o r t i o n  i n  t h e  
petroleum d l s t r i b u t i o n  companies. 

8 .  C l r c u l a r  no. 31/BCA8.MINER/86 r e l a t e s  t o  t h e  o r g a n i z a t i o n  o f  
c a l l s  f o r  tendor and t h o  managomont o f  pot ro leum product  supply  
c o n t r a c t s  undor a  l i b e r a l i z e d  systom. 

9. C i r c u l a r  no. 1029/CA8.MINER/B7 dated August 21, 1987 r e l a t e s  
t o  t ho  o r g a n i z a t i o n  o f  c a l l s  f o r  tondor  and t ho  management of 
pot ro leum product  supply c o n t r a c t s  undor a  l ~ b o r a l i z e d  systam. 

10. C i r c u l a r  no. 929/CA8,MINER/88 m o d i f i e r  and complements t he  
c i r c u l a r  no. 1029/CA8.MINER/87 dated August 21, 1987 r e l a t i n g  t o  
t ho  o r g a n i z a t i o n  o f  c a l l s  f o r  tondor  and tho  management of 
patroleum product  supply c o n t r a c t 8  under a l i b o r a l i z o d  systam. 

1 1 .  Departmental o rdor  no. 52/CAB.MINER/88 dated A p r i l  6 ,  1989 
r e l a t e s  t o  t ho  institution o f  t ho  Commission de verification des 
c r i x  B l ' i r n p o r t a t i o n  des p r o d u i t s  p d t r o l i e r s  (Commission f o r  t he  
v e r i f i c a t i o n  o f  tho  impor t  p r i c e  o f  petroleum Eroducts.  
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: , r rent? j  21s t ;Dut ion  Companies dh ich  impor t  v i a  t r e  ;;,:rsr7 3 r d  

23stern  routes o f  tne  ccun t ry  import  f o r  t n e i r  cdn c=mrr,erclai 
d c t i v 1 t 7 e s .  under t n e  CIP system, the  companies -ou13 ;r=..0 
t;getner and p u t  o u t  c a l l s  f o r  tenaer among tne  s u o p l l e r s  C A L T E X ,  
dCBIL, &ENYA ShELL, and TOTAL f o r  tne  aas te rn  r o u t s ;  'RAC:WEX, 
i,CEXCO and AFRI-ITALIA f o r  cne south.  U S A I D  cou ld  v e r i f y  t n e  p ias  
and c9eck Lne proposed o r i c e s  as we1 1 as tne  or19117 ;f t ~ e  
;r;8bct3. 

2 Eligibility C r i t e r i a  

Financing af  impor ts  should on ly  be consida'ad f o r  l a rge  
a i s t l b u t i o n  comoanies: MOBIL, FINA, SHELL, and P E T R O Z A I R E  i n  
assoc iaL ion w i t h  ELF-AQUITAINE and AGIP. 

The r e c e n t l y  formed, s m a l l ,  o r i v a t a  comoanles i n  the  southern p a r t  
' a f  t he  count ry  w l l l  n o t  ba e l i g i b l e  f o r  U S A I D ' S  f i n a n c i n g  program: 

- o n l y  ccmpanies hav ing  a b u l k  d i s t i b u t l o n  netkork  are LO 

b e n e f i t  f rom t h e  program, T h i s  c o n d i t i o n  1s j ~ ~ t l f l e d  i n s o f a r  
as t h e  goal o f  t h e  program 1s t o  s o l v e  the  prablems o f  
supp ly ing  t h e  r a t a l l  market.  

- on ly  those c l i e n t  comoanias whosa commarcial a c ~ i v i t i e s  do 
n o t  b r i n g  i n  f o r i a g n  axchangas arm a l i g l b l a  under CIP. 

THese two c o n d i t i o n 8  a f f a c t i v a l y  a l i m i n a t a  a l l  t h e  small  companies 
s a r v i n g  t h a  c a p t i v a  markat GECAMINES. 

3 )  Disgorsamont o f  ha rd  cur rancy  

Tha d i s t r i b u t i o n  comeany sand8 a purchaaa o rde r  t o  t h a  suppl i a r  
r e t a i n e d  th rough tho c o m o o t i t i v a  b i d  grocasr .  
USAID is8u.a a l a t t r o  o f  c r a d i t  payabla i n  30 o r  60 days dapanding 
on  t h o  c o n d i t i o n s  d m n d o d  by tho s u g g l i a r .  
THO t r a m f a r  i n  f o r o i g n  cur rancy  t o  tho r u g g l i a r  would ba c a r r i e d  
o u t  d i r a c t l y  by USA10 ugon r a c a g t i o n  o f  t h o  products by t h e  
d t s t r i b u t i o n  comgmias. 

4 )  Countorpar t  i n  Z a i r i a n  cur rancy  

To ansuro t h a t  t h e  c o u n t a r g a r t  i n  l o c a l  cur rancy  i s  racovarad and 
r a m i t t a d  t o  tha  O f f i c a  dm8 Routar ,  tho f o l l o w i n g  grocadur must ba 
s a t  up: 

- whan USAID g r a n t s  a l a t t a r  of  c r e d i t ,  t h a  d i 8 t l b u t i 0 n  company 



- + s  3 ~ 2 ; s t  "acartment I n  c o n j o n c t l o n  d l t h  t h e  F i r a r c s  SspartTsr:  
e z u : d  s s t  LP  a  spec la1  budget p rocedure  f o r  payment 3 f  t h e  
; ; ~ ~ r n m e n t ' s  cznsumpt lon o f  pe t ro leum p r o d u c t s .  

' ; H ierarcPly of expend1 t u r e s  

F ~ e 1  expenditures a r e  c o n s ~ d e r e d  as p r i o r i t y  s x p e n d i t u r e s ,  on tPe 
s a r 2  l e v e l  as t h e  s a l a r i e s  o f  c i v ~ l  s a r v a n t s ,  ~ n  o t h e r  words, t h e  
f ~ e l  e x p e n d ~ t u r a s  would be p a l d  a f t e r  s a l a r i e s  b u t  b e f o r e  a1 1 o t h e r  
G p s r a t l n g  s x p e n d l t u r e s  o f  t h e  government. 

2 )  Monthly  d ~ s p e r s e m e n t s  

2ayments t o  t h e  0 1  1 copan las  f o r  consumption a r e  made month ly  I n  
t r a  fo rm o f  an advance, equivalent t o  1 / 1 2  o f  t h e  annbal budget .  
Adjustment  o f  a c t u a l  e x p e n d i t u r e s  based on i n v o i c e s  can be c a r r ~ e d  
i ;ut on a  q u a r t e r l y  b a s i s .  T h i s  s t e p  i s  necessary f o r  t h e  
1 1 q ~ l d a t i o n  o f  p u b l i c  e x p e n d i t u r e s .  

3 )  P r i o r i t y  a1 l o c a t i o n  o f  t a x  revenues 

I f  t h e  government has d e f a u l t e d  on  i t s  payments f o r  a  p e r i o d  o f  3 0  
c;nsequutive days,  t h e  Consei 1 E c e c u t l f  agrees t o  remi t t h e  n e t  t a x  
r e c e i p t s  f rom t h e  d i s t r i b u t i o n  companies t o  t h e  O f f i c e  des Routes 
as a p r ~ o r i t y ,  bhsed on t h e  a l l o c a t i o n  r a t e  i n  f o r c e ,  1 . e .  4 3 %  o f  
t ne  month ly  t o t a l  o f  t a x  revenues c o n t a i n e d  i n  t h e  p r i c e  s t r u c t u r e  
f o r  pz t ro leum p r o d u c t s .  

Example: ( $ U S  i n  m i l l i o n s )  

T o t a l  month ly  t a x e s  ( 1 ) :  1 1 . 7  

Month ly  p u b l i c  consumpt ion o u t s t a n d i n g :  3 . 5  

Taxes p a i d  t o  OFIDA: 

Taxes r e m i t t e d  t o  O f f i c e  des Routes (43% of 1 )  5 . 0  

8alanca o f  t z x  revenue ava i  l a b l a  3 . 2  
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ROAD INFRASTRUCTURE AND INSTITUTIONAL ANALYSIS 

I. PREFACE 

This annex evaluates the record of the highway subsector's 
past performance while focusing primarily on performance since 
1985. Section 11 briefly surveys the history of the subsector 
since independence and the record of donor assistance. Sections 
I11 and IV describe the Office des Routes (ODR) and the Service 
Nationale des Routes Desserts Agricoles (SNRDA), the two 
organizations responsible for road management. 

Sections V and VI are devoted to a discussion of the main 
issues and challenges the subsector faces in the immediate future 
and over the long term. The sections include recommendations on 
how to respond to these issues. Related needs in policy reforms, 
institutional strengthening, and technical assistance are spelled 
out as appropriate. 

Sections VII describes the strategies adopted by ODR over 
the 1990-1992 period. Section VIII evaluates ODR1s proposed 
transition program for the same time span, and Section IX looks 
briefly at prospects for 1992-1994. 

11. SUBSECTOR HISTORY AND TER RECORD O? DONOR ASSISTANCE 

Under Belgian colonial administration, Zaire had a modestly- 
dimensioned but satisfactory highway network. Most main roads -- though of gravel standards -- had all-weather characteristics. 
It was possible to drive from one end of the country to the other 
in four days (i.e., fsom Kinshasa to Lubumbashi). Road 
conditions and weather permitting, this trip now would take about 
ten days. The colonial administration developed and strictly 
enforced highway policies compatible with the system's 
engineering characteristics. For example, because of relatively 
modest geometric and pavement characteristics, the importation of 
vehicles with a carrying capacity in excess of 2.5 tons was 
banned. 

Road administration was highly decentralized. The governor 
of each region retained ultimate authority for most decisions, 
but delegated certain responsibilities. 



The lowest territorial administrative unit, the 
collectivity, was responsible for maintaining the road system. 
collectivities were expected to finance maintenance works either 
through cash levies or contributions of labor. The chiefs of 
these collectivities were adequately supervised by zonal and 
subregional administrators, and financial incentives were offered 
for wo'rk well done. An interesting feature of the period was the 
establishment of special villages in remote areas with a work 
force mainly engaged in road maintenance. The workers, known as 
cantonniers, whether living in these villages or in other 
locations, were reasonably well paid -- above today's levels in 
real terms. Under this system, the road network was well 
maintained using mostly manual methods. 

After independence in 1960, no formal institution 
responsible for road management existed, and the roads began to 
deteriorate rapidly. Office des Routes (ODR) was initially 
established with active World Bank support in 1972 as a 
department within the Ministry of Public Works, and was charged 
with managing the country's road network, including feeder roads. 
ODR set up a system using Bases O~erationelleg (now called unites 
de Produc - tioq or Production Units) to implement both mechanized 
and manual maintenance. The bases were responsible for 
selecting, controlling, and paying cantonniers who remained 
Public Works employees. . 

ODR opted for mechanical maintenance, and only fractionally 
employed labor-intensive methods. Due to both its limited 
financial resources and limited management capacity, ODR was able 
to give attention to just the national and, to a lesser extent, 
the regional road networks. By default, responsibility for the 
feeder road network fell to the regional administrations, which 
were even less equipped to handle the task. The few entities 
available to carry out feeder road maintenance were private 
sector organizations, such as commercial plantations which 
maintained their own limited networks, and religious missions, 
which took charge of additional limited road lengths. 

Zairianization measures were implemented at a forced pace in 
1972/1973. Expatriate-owned plantations and commercial 
enterprises were handed over to inexperienced nationals; thus, 
the maintenance of even these limited road section was also 
abandoned. 

Post-independence donor assistance to Zaire's highway sector 
began in the early 1970s; over the past twenty years, the World 
Bank, nine bilateral donora, and a regional donor, the African 



Development Bank (AFDB), have made available about $600 million 
in grants and various soft-tern credits. Since its 
establishment, ODR has been the recipient of a large part of this 
assistance. Donor-financed projects have included considerable 
technical assistance for institution-building and training. 
Donors and the GO2 have chosen for the most part to pursue 
limited objectives, which can be best described as holding 
actions intended to: 

1) keep the basic main road network of about 50,000 )cm 

open through a mix of routine maintenance and periodic 
rehabilitation. 

2) construct a limited number of new roads designed to 
modern standards (i.e., Kisangani-Bukavu and Kinshasa-Kikwit- 
River Loange) . 

3 )  provide training and technical assistance to strengthen 
the ability of sectoral institutions to plan, manage, and execute 
road construction and maintenance, and establish appropriate 
financing mechanisms. 

ODR performance in'achieving these objectives and the 
effectiveness of donor assistance have produced mixed results. 
~espite large infusions of'donor assistance, the road system's 
institutional strength and the level of service it provides users 
are lower today than during the colonial period. 

The overall impact of donor assistance on the highway sector 
can be evaluated on two levels: the first compares the present 
condition of the sector to a hypothetical case in which no 
assistance was forthcoming, and the second makes the more 
difficult comparison of how well donor assistance has served the 
sector in relation to the amount of money that has been spent. 

On the first level, there is no doubt that donor assistance 
has been very effective. Without it, the economy of the country 
would have come to a complete stop. On the second level, 
however, results are.less favorable. A dispiriting pattern has 
emerged: after each encouraging start at improvement, the 
overall condition of the sector seems always to slip back to its 
post-independence state of deterioration because of a lack of 
maintenance. 

The results of what appeared to have been the most 
significant breakthrough at sector improvement under the World 
Bank's Fifth and Sixth Highway Projects have been largely lost. 
The financial criais of 1987-1989 brought ODR activity to a 
standstill, much to the detriment of the institutions 
painstakingly built over several project cycles. 



1. The World Bank 

The First World Bank Credit to the highway sector dates from 
1969, followed by the Second Credit in 1972, when the process of 
extensive zairianization had begun. The World Bank has extended 
six credits to the highway sector totalling $176 million in 
pursuit of the objectives described above. The paragraphs below 
describe the extent to which these specific objectives have been 
achieved: 

Objective 1 could only be partially achieved due to 
irregular and insufficient GOZ funding. From 1987 to 1989 
especially, ODR was unable to provide even minimum maintenance 
for the basic road network. The remainder of the network was 
left to the episodic care of agro-industries, religious groups, 
and/or specific rural development projects. Rural feeder roads 
have not been systematically maintained due to lack of funds and 
appropriate institutions. 

Objective 2 has generated very modest, high-cost results. 
The present paved network is barely 2,800 km long, compared to 
about 1,500 km at independence. The pace of new road completion 
has hardly exceeded that of the destruction of existing roads 
caused by inadequate maintenance. 

The pursuit of 0bjectiv6 3 has produced the most successful 
results in the development of public institutions for the 
management of the main road network. However, there now exists a 
widespread consensus that the private sector should become 
increasingly involved in the execution of future road maintenance 
activities. 

The greatest failure has been the inability to set up an 
appropriate local currency funding mechanism for road 
maintenance. Efforts to earmark revenues from fuel taxation for 
road maintenance activities were periodically disrupted by fiscal 
pressures at the macro level, particularly between 1987 and 1989. 
A revised funding mechanism established early in 1989, based on 
an &J tax, is expected to produce significant 
improvement. 

USAID ha8 been active in the highvay sub8ector for tvo 
decades, and vas influential in e~tablishing the original post- 
independence roads bureau. USAID ha8 continued to be influential 
in the development of ODR and the directions it has taken. In 
more recent times, USAID road project8 have been closely linked 
to USAID agricultural and development projects in Bandundu and 



Shaba. These projects have resulted in the rehabilitation of 
about 5,500 km of roads between 1980 and 1984. 

In addition, USAID has contributed highway maintenance 
equipment, vehicles, base camps, supply centers, training 
facilities in-country, offshore training, technical assistance, 
and counterpart-funded budgetary support. USAID projects have 
experienced both difficulties and successes during the past 
decade. The former North Shaba project resulted in the 
rehabilitation of more than 800 km of local interest roads, 
contributing to. a sharp rise in the area's productivity. The 
Bandundu project (660-0126) completed an additional 400 km in 
1987. 

111. OFFICE DES ROUTE8 

A. Organirational Btructurm 

Office des Routes (ODR) is an operationally and financially 
autonomous agency established in 1972, and is responsible for the 
administration, planning, construction, and maintenance of the 
primary and secondary roadanetworks. It is headed by a General 
Manager (PDG) who reports to the ODR board, which consists of 
seven members: the PDG, the Administrative and Technical 
Directors of ODR, and delegates from the Departments of Finance, 
Public Works, Agriculture, and the Directorate of Urban Roads. 
ODR is responsible for the following: 

administrative duties, performed by its Kinshasa 
departments and eleven regional offices. 
operational functions, performed by production units 
(UPS) . 
equipment management (SGMTP) . 
national public works laboratory (LNTP). 
training centers (CF). 

ODR is a highly centralized agency operating in an equally 
centralized environment. Within ODR itself, regional offices 
have little authority in planning, budgeting, and contract award. 
Annual work programs are approved at Kinshasa headquarters. 
There is considerablm dependence on Kinshasa for fuel, spare 
parts, and the deployment of production units, vhich inevitably 
produces delays and bottlenecks that impede implementation and 
efficiency. Although regional administrators do exert some 
influence through informal personal communication channels, the 
strength and extent of this influence falls considerably short of 
decentralization. 



B. Staffing 

AS of March 1990, ODR had a staff of about 5,800 employees, 
including 300 engineers and 50 high-level technicians and 
managers; personnel will be reduced by 1,200 during 1990-1991. 
The quality of staff is satisfactory to good, and until about 
1987, it had improved considerably. Donors have provided ODR 
with considerable resources for training to improve staff skills; 
an average 1,200 employees were trained each year from 1983 to 
1987 in six regional centers. ODR faces severe problems in 
attracting and retaining staff because of low salaries. 

c. Equipment 

Equipment management is the responsibility of the Service de 
Gestion du Materiel des Travaux Publics (SGMTP), a functionally 
independent department within ODR. SGMTP operates ten road 
maintenance equipment workshops and three shipyards for ferries. 
SGMTP also buys, maintains, and replaces equipment, and keeps 
records and accounts. 

In December 1989, ODR had 3,380 pieces of equipment with a 
replacement value of $107 million, net of depreciation. A fleet 
this size should be able to meet the road network's maintenance 
needs without difficulty; however, 54 percent of the equipment is 
in varying states of disrepair, including six percent having 
value only as scrap metal. The major reason for low equipment 
availability is slow spare parts procurement, compounded by 
complicated customs procedures. According to ODR statistics, 
equipment productivity for bulldozers and graders peaked in 1987 
at between 800 to 1,000 hours. 

D. Moda of Oparation 

ODR carries fulfills its responsibi1ities.a~ follows: 

periodic maintenance of asphalt roads, rehabilitation, 
and new construction works: contract. 
design and supervision: consultants. 
routine maintenance for all road types and periodic 
maintenance for gravel roads: force account. 
manual routine road maintenance: contract. 
bridge and ferry const~ction and maintenance: force 
account. 



As a result of the financial crisis of 1987-1989, ODR is 
planning to implement a major organizational restructuring which 
will entail a shift from maintenance by force account to 
maintenance by contract. ODR also plans to privatize the 
management of its equipment. 

E. Accounting 

The usefulness of 0DR8s accounting system is strictly 
limited. All matters related to budget implementation are 
reported in a form extraneous to the accounting system and 
therefore unverifiable. Because no costing system is in place, 
reliable information on unit costs is unavailable. 

On a formal level, ODR has had a satisfactory accounting 
system in place for several years. Accounts are examined 
annually by independent outside auditors. Reconciliation could 
be attempted, but under Zairian law, the audit must conform to 
the format used by business enterprises, a format which 
unfortunately is incompatible with 0DR8s budget. The auditors 
can only scrutinize accounting results, not budget 
implementation. Under these conditions the accounting system is 
of limited use for budget control, and fails to supply verifiable 
management information on Financial matters. 

Within the last year, technical assistance has been provided 
in an effort to improve budgetary control over operations, make 
the accounting system more management-oriented, and install a 
costing system. 

ODR receives money from three main sources: proceeds from a 
tax on fuel, local currency from the GO2 investment budget, and 
donor assistance. Donor assistance is by far the largest source, 
totalling $450 million between 1989-1992. Most donors demand 
that the GO2 fund 8ome or all loaal currency expenditures for 
donor-financed projects. Hence, every currency unit added to 
0DR8s budget by the GO2 triggers a three-to four-fold multiplier 
effect on 0DR8s total resource availability. A reduction 
produces the opposite multiplier effect. 

Fuel price8 and road user taxes are high in Zaire. Because 
of low traffic levels, revenues from road users cannot meet the 
cost of maintaining the existing road network at a level which 
can prevent its deterioration. 



ODR has failed to receive from the government even the 
modest amounts it was promised, and these payments have been 
erratic. ODR has found itself caught in difficulties totally 
outside its control: inflation rates nearing 100 percent per 
annum, matching currency devaluations, the governmentts ill- 
founded determination to control fuel prices at artificially low 
levels, and the unwillingness of fuel companies to transfer tax 
revenues to ODR when they are unable to recover their fuel costs 
from the government-controlled pump price. 

Following a steep decline in revenues in 1987, ODR was 
compelled to drastically curtail itts operations. A multiplier 
effect compounded ODR's financial problems when the World Bank 
decided in 1988 to suspend disbursements under the Sixth Highway 
Credit. Since the end of 1989, the situation has improved 
somewhat. The government's decree of January 31, 1989 
established an valorem transportation surtax rate of 55 
percent on gasoline, 45 percent on diesel and fuel oil, and 15 
percent on kerosene. Forty-three percent of the revenues 
generated by this tax were earmarked for ODR, an additional five 
to six percent for SNDRA (the agency responsible for feeder road 
development), and the balance was to go to the general revenue 
account of the GO2 budget. OFIDA, the central customs authority, 
was charged with collecting the tax when imported fuel entered 
Zaire, and instructed to send the appropriate percentages 
directly to ODR and SNDRA. 

With the resulting regular and stable influx of funds to 
ODR, the World Bank resumed disbursements under the Sixth Highway 
Credit in January 1990 after obtaining GO2 assurances that local 
currency payments would continue regularly. 

The new setup is a vast improvement. The tax is easier to 
administer, and it could preserve the real value of revenues 
against inflation to provide a stable basis for road maintenance 
funding, if the GO2 does not revise the tax frequently and 
drastically. Unfortunately, the GO2 has already done so, first 
in February 1990 and then in March 1990. In February, ODRts 
share of tax revenues was reduced to 40 percent from 43 percent 
and in March decreased again to 38 percent in order to create a 
fund of 2 6.7 billion for the newly-established Office of Urban 
Streets and Severs, or Office de Voire et Drainage (OVD). 

Planning in ODR is supported by an Information Office, or 
Cellule dtInformation (CI), consimting of two economists who 
report directly to the PDG. The CI prepares three and five year 
plans and conducts special studies, but severe resource and data 



constraints limit CIts output. The most recent countrywide 
traffic count dates from 1986, economic data on transport demand 
generators is limited, and there are no known origin and 
destination studies. 

Given this less than adequate data base and the limited 
staff work that goes into planning, ODR makes ad hot decisions on 
practically all subjects. Coordination problems are frequent. 
The Directorate of New Works in Kinshasa plans and executes 
nearly all major capital works, but frequently acts without 
consulting or informing ODR1s regional administrations. 

H. Rastructuring ODR 

The main cause of ODR1s difficulties in recent years has 
been financial irregularity. However, even if the financial 
situation returns to normal, resource scarcity will remain acute. 
It is important that the available scarce GO2 and donor resources 
be optimally utilized. This has not been done in the past; 
costly projects with design standards far too high have been, and 
continue to be, implemented. 

1. past ~arformanc~' 

The Technical Audit Mission jointly funded by USAID and the 
World Bank in March 1989 evaluated ODR1s performance in recent 
years and noted the following. 

ODR1s Strons Suits 

staff of adequate quality. 

a number of effective training centers. 

ODRts status as a public enterprise which allows 
flexibility in day-to-day management. 

an organization that is well-rooted in the country and 
well-adapted to the countryls human environment. 

a long tradition of meticulous work in the context of 
the country's regions and adequate operational 
practices, although there remains room for improvement. 



b. ODR1s Weak Points 

cumbersome procedures for contract awards and 
procurement, delays in the supply of equipment and 
construction materials, and subsequent damaging effects 
to ODRVs reputation both within Zaire and abroad. 

a less than effective management process which 
diminishes the efficiency of works implementation. 

insufficient knowledge of costing and unit costs. 

administrative heavy-handedness and excessive 
centralization in dealing with geographically-dispersed 
production units which slows down the productive 
process. 

SGMTP1s inadequate management, which contributes to the 
negative perception of ODR held by production units in 
the field -- SGMTP1s main limitation is its inability 
to supply spare parts for field equipment within a 
reasonable period. 

a weak planning process. 

Insufficient commuhication between different units, and 
within each unit. 

The team concluded that ODRvs main problems have been the 
paucity and irregularity of financial resources, especially since 
1987. 

The budget crisis emphasized ODRvs actual and latent 
problems. A solution must be found if ODR is to play its 
assigned role in the country's development. The need for cost 
effectiveness under strict budgetary constraints is certain to 
prevail over the next decade. The central issue8 have thus 
become the establishment of realistic ODR objectives, setting 
priorities within the limits of these objectives, and most 
important, defining how best ODR can meet these objectives. 

To addresm these issues, the Technical Audit Mission was 
asked whether ODR should undergo a major restructuring by 
altering its legal status to better serve its objectives. The 
team considered two principal alternatives: 1) reversion of ODR 
to its previous status as a department within the Ministry of 
Public Works to which all civil service regulations would apply, 



or 2) breaking up ODR into three entities, each of which would 
be separately managed, and each of which would represent a 
specific and distinct ODR function. The three organizations 
would assume responsibility for: 

I .  comprehensive corporate level management of the road 
network. 

the provision of technical and planning services to 
other government road agencies. 

direct execution of maintenance works using ODR's own 
force account brigades. 

The Technical Audit Mission identified three major 
considerations which determined its recommendations. 

the maintenance and construction of roads is 
strategically too important for the country's 
development to transfer network management to the 
private sector in its entirety. 

the full or partial reincorporation of ODR into a 
government department would be an impediment to 
improved road network management. 

ODR staff are often good professionals and managers of 
public enterprises, but lack the attributes and 
financial means to manage privately-owned enterprises. 

Based on the above, the team concluded that the present 
legal identity of ODR should be retained, subject to two 
substantive changes in highway sector management: 

maintenance should be executed by private contractors 
to a greater extent, and 

ODR should decentralize its operations to a much 
greater degree. 

IV. PBBDBR ROAD HUAQBltEMT 

The Service National des Routes de Dessert Agricole (SNRDA), 
was established in 1987 as a department of the Uinistry of Rural 
Development to plan, administer, and manage Zaire's feeder road 



network. SNRDA provides a focal point for regional and local 
organizations and populations having a direct interest in the 
serviceability of the feeder road network and in the 
establishment-of priorities for its development. (This focus 
cannot be provided by ODR, which has the national road network as 
its top, priority, requiring more centralized management.) 

SNRDA maintains and develops the feeder road network 
through contractors. 

The decree establishing SNRDA did not provide it with 
technical offices. A small staff of 70 includes just 29 
engineers. For technical services, SNRDA relies on ODR, which is 
critical its success. ODR's 70 zone engineers play an important 
role, as do the ODR regional coordinators in charge of manual 
maintenance operations who issue instructions to zonal engineers. 
ODR engineers interface with SNRDA coordinators. 

During the last year, several steps have been taken improve 
SNRDA8s less than adequate performance. In June 1989, the 
government announced a major policy change that accorded greater 
autonomy and responsibility to regional, subregional, and zonal 
authorities in the award and management of maintenance contracts. 
As part of this new policy, payments to contractors will be made 
under the joint signatures of SNRDA and regional governors, and a 
revised cooperation agreement between SNRDA and ODR is being 
formulated. ODR has already seconded 70 zone engineers to SNRDA. 

B. P i l o t  F a a d a r  Road P r o j a a t  

These policies and agreements will be incorporated as credit 
conditions of the World Bank's Pilot Feeder Road Project. This 
project will make a systematic attempt to decentralize SNRDA 
operations and more clearly define ODR's role as technical 
advisor. Regional SNRDA offices will: 

participate in determining priorities for feeder roads 
at micro level. 
verify and confirm technical and operational aspects of 
tender documents. 
secure adequate supervision of works and approve 
contractors' invoices for payment. 
implement specific pilot activities. 
prepare implementation reports and socio-economic 
evaluation of projects. 

The principal objective of the planned project is to try out 
alternative methods of managing the feeder road system. These 
alternatives include trial maintenance and rehabilitation works 



carried out by agro-industrial companies and by small and rnediun 
enterprises. A second objective is the creation of rural 
employment opportunities. In the process of fulfilling these 
twin objectives, SNRDA's management capacity will be enhanced. 

The project's works component includes 7,400 km of routine 
maintenance, 2,060 km of rehabilitation works, and 570 meters of 
bridge rehabilitation. Total works cost is $1.9 million for road 
maintenance, $6.9 million for road rehabilitation, and $2.0 
million for bridge rehabilitation. 

The technical assistance package includes a technical 
advisor, a training specialist, an accountant/computer 
specialist, civil engineers, and other short-term specialists. 

Total project cost will be $20.8 million. The World Bank 
will finance $14.7 million, UNDP $3.2 million, and the GOZ $2.9 
million. A detailed technical assistance and training program 
for the feeder road subsector will be financed by UNDP. 

Six percent of fuel tax revenues is paid to the SNRDA 
account. Payments to SNRD'A (in real terms, considerably above 
the inflation rate) have increased since 1987, and have been more 
regular than payments to ODR. Revenues rose from Z 117 million 
to Z 538 million. However, these sums are still modest in 
relation to the minimum needs of an 87,000 kin feeder road 
network. Funds from the GO2 investment budget increased over 
tenfold from Z 79 million in 1987 to Z 1075 million in 1989. 
SNRDA was able to spend about 90 percent of its budget during 
these three years. 
seventy-three percent was paid to contractors executing 
maintenance works, including small and medium enterprises, non- 
governmental organizations, and plantation-type companies. An 
additional 15 percent was paid to ODR for its services. 

V. PIUVATIOIIIIO ROAD XAIMTPXAMCI 

The Executive Committee approved a broad plan .to privatize 
most of ODR's maintenance operations in 1989. As an indicator of 
the size of this readjustment, the 1988 ODR 7,500 personnel 
roster fell to 5,800 in March 1990, and will be further reduced 
to about 4,000 when the privatization process is completed. 



The new ODR will be an entirely changed organization, 
operating under a different system with new staffing patterns. 
During the past several months, ODR has focused its energy and 
resources on the detailed design of a new management system. The 
main objective is increased involvement of the private sector in 
executing maintenance. This activity is expected to continue 
throughout 1990. 

A. Contract Maintanmca 

Experience with road maintenance executed under contract has 
been limited, and the quality of work performed under contract 
has been low. Payments to contractors for work not performed 
were common and major setbacks were sustained, particularly on 
feeder roads in remote areas. The causes can be grouped into two 
categories. The first is SNRDA's inability to adequately plan, 
schedule, and contract works, especially its inadequate 
supervision of implementation. The second is the lack of 
reliable contractors. In the existing climate of irregular 
demand for maintenance by contract, a credible contracting 
capability has failed to develop. 

0DRI.s deficiencies have prevented the effective utilization 
of contractors in road maintinance. A more severe constraint has 
been the absence of adequate operating budgets for works 
supervision. This has prevented district engineers from going to 
the field to supervise works. When a district engineer does not 
have a vehicle and is not paid for his living expenses while away 
from home, he cannot be expected to effectively inspect and 
supervise work performance. 

Besides volatile and erratic demand for contract 
maintenance, individual contractors have no assurance of when 
they will be paid. Some contractors have not received payment 
for works executed up to a year ago. Given past rates of 
inflation nearing 100 percent per annun, such delays represent a 
forced discount of 50 percent or more. 

The standard contract in use is a one-sided document which 
clearly spe1,ls out the contractor's obligations, but offers 
practically no protection against lato payment or default by ODR. 
Contractor confidence in ODR is very low because ODR has 
defaulted on a massive scale. Its outstanding debt to 
contractors and suppliers now totals the equivalent of $15 
million. 

This has resulted in the bankruptcy of some firms, 
particularly companies in outlying provinces and medium to small 
contractors. Significant contracting capability presently exists 



only in Bas Zaire, Kinshasa, and Shaba. Contractors are cautious 
when presenting bids for tenders issued by ODR. They try to 
include large security margins in the prices they offer as a 
hedge against inflation, work order cancellation, and payment 
default. If this fails, they ask for unduly large advance 
payments before agreeing to start work. Under these 
circumstances, the potential advantages of contract maintenance 
are lost. 

B .  P o r c a  A c c o u n t  W o r k s  

Significant proqress was made over the past ten years in 
institution and skill building. However, this proqress was 
almost wiped out by the budget irregularity of the last three 
years which brought ODR activities to a standstill. 

C .  BCBON Study 

The Technical Audit of ODR financed by the World Bank and 
USAID in March 1989 laid much of the groundwork for the 
institutional reforms presently under discussion. A recently 
completed three month study (BCEOU, February 1990) has resulted 
in a nTransition Programn for the period 1990 to 1992. This 
program focuses on the reorganization of ODR and the 
rehabilitation and maintenance of major sections of the national 
priority road network. 

There is insufficient Zairian experience to establish the 
dividing line between road maintenance works suitable for 
contractors and those suitable for ODR force account. No matter 
where this line is drawn, the proportion of maintenance performed 
by contractors is presently so low that there is no way it can 
decrease further, but in all probability can be increased. 
However, if this increase is desirable, contracting capacity must 
be developed before work done by private contractors can be 
expanded on a large scale. 

Figuring prominently in the consultants' recommendations is 
a proposal for the establishment of a corporate entity to take 
over from SGIlTP the management of ODR's highway maintenance 
equipment. Various alternatives were mentioned for ownership 
ranging from purely private to purely state, or a mixture of the 
two. The new entity will lease equipment to firms executing 
contract work. In a more recent version, the company will be 
purely state-owned and will lease equipment to one or more 
private entities, which in turn will rent it to an undefined 
number of entities, which again in turn will lease the equipment 



to contractors. The consultants' final report is still to be 
received . 

In their presentation, the consultants did not make an 
attempt to justify the establishment of a company in business or 
economic terms. Rather, they axiomatically assumed that a 
company would improve maintenance operations and their cost 
effectiveness while still showing a profit for the equity capital 
invested. No corporate plan was offered in the draft final 
report. 

The proposal appears to lack obvious advantages. Its impact 
on better and more cost effective highway maintenance is at best 
neutral. At worst, by creating an additional link in the 
operational chain for maintenance and construction, a link with 
monopolistic status and under less public control, it can only 
produce less than positive effects. A corporation newly 
established for the purpose of managing (if not outright owning) 
assets exceeding $100 million and employing a workforce of almost 
a thousand requires a corporate plan to win approval in principle 
from the deciding authorities and as a basis for negotiations 
between the GO2 and the company's potential private sector 
partners. 

An excessive preoccupation with planning detailed reforms on 
an entirely new track detracts attention and resources from the 
urgent needs of the road network, which continues to deteriorate. 
The restoration of a modicum of normalcy under existing 
operational structures is urgently needed before major structural 
changes are attempted. At the moment, the only sound policy 
which is likely to result in expanded privatization is the 
establishment of a regular demand for contract maintenance 
services in the hope that this demand will trigger the 
development of private contractor capacity. 

Such a policy could be adopted country-wide, but also in a 
more active way in pilot areas, such as Kinshasa, Bas-Zaire and 
Shaba, where it is most likely to succeed. To be avoided at all 
costs is the immediate introduction of contract maintenance on a 
massive scale without adequate preparation or trial, and without 
making sure that conditions for maximum success are in place. 

1) ODR should provide a satisfactory contract format as a 
basis for tendering maintenance works to private contractors 
which spells out in a balanced way the rights and obligations of 
both parties. 



2) In the interim period, ODR will provide evidence that 
highway maintenance operations have been resumed under existing 
arrangements. 

3) ODR should not shut down force account production units 
in the field before making certain that private contractor 
capacity is in place to take over the work. 

VI. INBTITVTIONAL MID PLAN#IIO IXPROVEl4ENTB 

A. ODR Rocord Kooping m d  Reporting 

This subject is described as a major issue in reports of the 
Technical Audit Mission, in a consultant's report financed by 
USAID, and in a World Bank project completion report. As 
previously noted, problems stem from accounts being maintained in 
isolation from financial reporting on the budget, and the absence 
of a costing system. 

The key reporting tool on ODR activities is the @IRapport 
Annuel dlActivites." This annual report, which normally exceeds 
100 pages, contains infonnhtion covering all aspects of ODR 
operations. However, a close look at the published annual 
reports reveals major deficiencies at the conceptual level. 
Individual subjects are not examined as part of an integrated 
whole. 

To give a few examples, funds received from individual 
donors are not identified in the accounts. Comparisons between 
budgets and actual expenditures by individual line items are not 
made. Budgeted and actual unit costs are not compared. The 
execution of claimed physical work quantities cannot be traced to 
reported expenditures. An examination of detailed figures 
reveals several major inconsistencies and implausible outcomes. 
Despite the wealth of detailed these annual reports 
suffer from a substantial credibility problem. A reporting 
fonnat which adequately integrates all aspects of ODR activity 
and translates them into a credible whole is needed. 

-: ODR should present a scope of work and 
schedule for reforming the accounting system. 

Whether the road funding problem in the short run will 
become clear in the context of the 1990 approved budget. The 



recent World Bank pre-appraisal mission obtained assurances from 
all authorities contacted that under the 1990 budget, ODR will 
receive z 18.9 billion in end 1989 values, and Z 7.8 billion from 
the development budget. These amounts are a compromise reached 
in September 1989 between the World Bank and the GOZ; they 
reflect the funding required in local currency for a strict 
minimum of road maintenance and the government's share (also in 
local currency) of ongoing rehabilitation works. 

These sums fall short of meeting minimum network 
requirements, although they represent a workable compromise. 
Failing to provide ODR with these amounts would result in a 
highway network in poor condition that is unable to meet the 
minimum needs of the economy and faces further deterioration. 
Funding from donors sources would also fall. 

The government's record over the past three months in 
funding ODR on a regular basis, though much improved, is still 
short of allowing the funding mechanism to operate without a 
monthly review of its outcome and without giving up the privilege 
of controlling fuel prices. 

In countries like Zaire where budgetary pressures are 
enormous and economic crunches frequently occur, it is only 
through an agreed earmarking.procedure that minimum service can 
be guaranteed. Transportation is vital to the economy; no better 
case can be made in favor of earmarking than for the country's 
roads. In a country with the highway infrastructure and traffic 
characteristics of Zaire, the bulk of resources to finance 
highway expenditures can come only from fuel tax revenues. 

The roads of Zaire have suffered from a draconic reduction 
at short notice in their life support systems. To avoid the 
recurrence of such developments, it is necessary to establish an 
earmarking procedure for funds collected through road user 
taxation to finance highway expenditures. 

A World Bank study is now in progress to establish a road 
fund and a suitable mechanism to feed it with a predetermined 
revenue stream on a regular and stable basis. The government is 
expected to implement the study's recommendations. 

C. Highway Yasterplranning 

ODR need. to develop planning tools for three areas of 
sector management. 

A long term highway rehabilitation and construction 
strategy . 



A highway masterplan with a ten to fifteen year 
horizon. 

A highway maintenance strategy and the development of 
associated maintenance standards. 

A highway masterplan will lead to the formulation of design 
standards reflecting topographical differences, traffic volumes, 
and other elements of regional diversity. It would establish 
guidelines on thresholds for rehabilitation, upgrading, new 
construction, and policies for one-shot and phased construction. 
Once an adequate data base and a masterplan is available, 
procedures for the preparation of annual budgets can be improved. 

Three substantive obstacles must be overcome. 

First, an implementor, a scope of work, and the highway 
masterplan's place in the context of a national transport 
masterplan must be identified. The two contending candidates 
managing the preparation of the transport master plan are the 
Group dtEtudes des Transports (GET) of the Ministry of Transport 
and the Ministry of Plan, Department of Infrastructure. 

ODR is pushing for a bighway masterplan without waiting for 
the start of a transport master plan. This in the second issue, 
whether such a procedure makes sense from a planning view point. 

The third issue is scope and hence financial outlay. The 
recent World Bank project preparation mission believes the master 
planning process can begin with the preparation of a brief 
transport masterplan over a three to four month period under GET. 
The transport masterplan will establish the broad contours of 
subsectoral shares. 

However, the transport masterplan should be a modest effort 
costing about-$.3 million, and not the $7.0 million GET would 
like. A brief exercise of this type would most likely confirm 
the widely-held perception that the highway subsector should 
receive the lion's share of transport development over the next 
two decades. Hiqhvay mas€mrplanninq could then proceed within 
the broad contours established by the transport masterplan. 

The suggestione for technical assistance proposed below are 
likely to ba confirmed by the ongoing organizational studies 
discussed in Section VIII-E. 



Recommendation: 

A transport economist/planner Will be assigned to the ODR 
Cellule dtlnformation to assist in planning and revising national 
highway and road data base and to advise the PDG on works 
proposals. 

A national technical coordinator will report to the PDG on 
all matters concerning the ODR transition period and coordinate 
the organization of new departments within ODR. 

VII. ODRIS 1990-1994 STRATEGY 

ODR has developed a recovery, maintenance, and development 
strategy for the 1990-1994 period. The strategy ODR plans to 
pursue during the first two years can best be described as short 
term recovery, the key word for vhich is nausterity.n It was 
designed to pursue the strictly limited objective of resuming 
orderly maintenance and rehabilitation through the following: 

Reopening to traffic and minimal maintenance of a 
restricted number ?f highway links vital to the economy 
of the country and its regions. 

Preventing further deterioration of the asphalt paved 
network and of bridges presently threatened as total 
losses. 

The program, if successfully implemented, would have the 
following consequences: 

Regional economies would be stimulated through 
increased agricultural production, reduction in 
transportation costs, and employment opportunities for 
manual maintenance workers. 

Zaire's balance of payments would improve through a 
reduction of food imports and an increase in 
agricultural exporto. 

Income distribution would improve between rural and 
non-rural areas and in each region as social services 
become more conveniently available over much larger 
areas. 

During this period, no new projects of substantial 
dimensions would be started. The intention is to resume 



operations interrupted by the financial crisis of 1987-1989, and 
particularly to resume World Bank Sixth Highway Project lending. 

For 1992-1994, assuming that the sector has sufficiently 
recovered, ODR plans to broaden its earlier strategic goals to 
s e v e  the following medium term objectives. 

The rehabilitation and maintenance of priority highways 
and links identified in the Highway Masterplan based 
upon economic criteria. 

The rehabilitation and maintenance of secondary roads 
within the limits of GO2 and donor available resources. 

The development of transport sector capabilities, 
including development of the contracting capacity for 
constructing and maintaining highways. 

In conjunction with the unfolding of the strategy described 
above, ODR is in the process of designing a major reorganization 
and institution-strengthening program which pivots around the 
long term policy decision to shift maintenance from force account 
work to private sector contractors. 

ODR has developed, with the assistance of consultants, the 
interim program described above which will be implemented during 
1990-1992. The program responds to the 1990-1991 short term 
strategy and the first year of the strategy for the subsequent 
period. The program features a built-in methodology to: 

identify the priority network and annual work plans. 

determine the costs associated with the annual plan and 
identify funding sources. 

The interim program contains a series of action programs, 
studies, technical assistance, and training needed to implement 
policy changes and the planned reorganization. For these 
reasons, the 1990-1992 program is described as an interim or 
transition program. 

A. Priority Dotermination 

ODR assigned priority to work. serving the following 
ob j ectives : 



the facilitation of inter-regional commerce. 

the transport of agricultural and other produce 
to export points and the movement of needed imports to 
destinations throughout the country. 

the elimination of transport bottlenecks leading out of 
production areas and into urban centers 

the facilitation of intraregional trade. 

By applying the above criteria, a core network was 
identified consisting of about 19,000 lcm of primary roads and 
8,000 lcm of secondary roads. Seventy-eight percent of this core 
network primarily serves the first objective, 18 percent the 
second, and four percent the third. This network also serves 
more than 75 percent of total road traffic in the country. 

Specific works included in the program were determined on 
the basis of economic rates of return for the following: 

routine maintenance 
periodic maintenance 
deferred maintenance 
rehabilitation 
modernization and low/tech, 
low/cost soil stabilization 

B. Program Pimancia1 Emvolopo 

The program financial envelope summarized below, is the 
result of the following adjustments applied to the ODR program. 

The full amount of 0DR9s annual ordinary budget was 
added to the program including sums for ODR's 
outstanding debt. 

Amounts added for studies, training, and technical 
annistanca. 

Work8 budgets were scaled down to reflect realistic 
schedules for contract adjudication, award, and 
physical execution. 

The program wan prepared in two alternative versions. The 
first, referred to as Scenario A, is based upon World Bank cost 
estimates. Tha second, raforred to a8 Scanario B, is a more 
conservative rendition of Scenario A. 



Table 3-1 compares ODR's program for 1990-1992 and the 
revised versions under both scenarios. 

Table 3-1: 1990-1992 ODR Program 
(millions of dollars) 

_Revised Proarag 
Year ODR Pr ouram C dc3narlo 

TOTAL 570 5 18 452 

C. Program Contant 

The program under allbthe above scenarios covers a small 
amount totalling $22.7 million for the 39,000 km of the primary 
and secondary roads not included in the core program. More than 
90 percent of programmed investment and maintenance outlays are 
for works on the 19,000 km core network. 

A summary of work under the 1990-1992 program under Scenario 
B (the most conservative of the three estimates) is presented in 
Table 3-2. 

Ongoing works are those contracts have been signed. An 
equivalent of $66 million is required to complete a project which 
does not have priority, but which is nevertheless proceeding 
because stopping it would probably cost more than executing it. 
New projects total only $105 million and consist mainly of 
rehabilitation works. Expenditures on maintenance of various 
types total $124 million, an amount exceeding programmed spending 
on new projects. This is in line with ODR1s strategy, actively 
supported by donors, which gives priority to conserving the 
existing netvork and preventing its further deterioration before 
new projects are attempted. If executed as planned, the program 
will achieve this important goal. 



Tabla 3-2: 1990-1992 PROGRAH COYPOBITIOI 
(millions of dollars) 

b amount 3 

Fullv Funded Onaoina Proiects 
Rehabilitation works 425 72500 

(asphalt roads) 
~ehabilitation works 150 7000 

(gravel roads) 
Construction to modern standards 664_00 

(gravel roads) 
TOTAL ONGOING PROJECTS 68 5 145500 32.2 

New Proiectq 
Construct ion 
to modern standards 1229 u25.Q.Z 23.2 

and rehabilitation (gravel roads) 
Works supervision 13500 2.9 

Yaintenancg 
Current 
Periodic 
Minimum 
TOTAL MAINTENANCE 

d T r w  . . Technical Assistance an la2.S 2.8 

TOTAL INVESTKENT AND 
MAINTENANCE BUDGET 

rat ive Buduet 50832 I,.Lil 
Payment of debts, 
administrative, buildings renewal 

GRAND TOTAL ~~, 4 451695 100.0 

The revised program under Scenario A requires funding to an 
extent of $177 million as the GOZts participation and $342 
million in foreign exchange from donor sources. Under Scenario 
B, the local funding requirement drops to $160 million equivalent 
and $291 million. The comparison between the two scenarios shows 



a multiplier effect of four, that is, for every dollar the GO2 
contributes at the margin to the sector's maintenance and 
development, it can expect to generate $3.00 in donor aid. 

ODR is assumed to fund its share of the project through the 
revenues it expects from fuel taxes and further supplements from 
the investment budget. According to ODR 1990 estimates approved 
by the Ministry of Finance, these add up to $53 million. They 
are sufficient to cover Scenario B. For Scenario A, they would 
be expected to increase somewhat for 1991 and 1992. 

To meet foreign exchange requirements, ODR has commitments 
in principle from donors (out of ongoing operations or on 
operations under negotiation for which there is donor approval) 
for $254 million. The following is a list of major participants 
and the sums involved (in millions of dollars). 

World Bank 
AFDB 
EEC 
German Assistance 
USAID 
French Assistance 

Total Available 181.4 
Under Negotiation 73.1 

Total Commitments 254.5 

Of the above amount, about $30-50 million will spill over to 
years beyond 1992. The financial gap in foreign currency for 
which the GO2 will solicit donor participation for the year 1992 
is about $125 million for Scenario A, and $100 million for 
Scenario B. By 1992, the World Bank and multi-donor funded 
Second Transport Sector Rehabilitation Project (STSRP) is 
expected to come on stream to cover ODR's 1992-1994 program and 
eliminate the financial gap. 

. 001 Boatmaturing Pndor tho 1990-1991 Program 

While executing the physical works of considerable scope 
referred to in preceding paragraphs, ODR is readying itself for a 
major restructuring following its decision to privatize 
maintenance operation8 and close moat of its force account 
operations, including equipment management. The following 
studies are preparing the way for this restructuring. 

1) e reor-zation o f  w. ODR set up a task force 
in January 1990 to bring about this change. A follow-up study 



will define the new corporation/entity which will take SGMTPts 
place in equipment management. The study will have two phases. 
The first will be completed in July 1990 and will cover legal, 
commercial, and financial aspects of the transformation. The 
second, to be completed in December 1990, will cover human 
resources and information systems. 

2 Detailed desiun of the new ODR oraazation. This 
study is also underway and will be completed in June 1990. 
Output will consist of a detailed operational blueprint for the 
new ODR, and the study will offer principles of subcontracting 
and project supervision under the new system, for both the 
interim period and the long term. 

3 Human resource ~lannina and trginina re- The 
terms of reference for the a study to completed in December 1990 
are in preparation. Study outputs will include a detailed set of 
job definitions for the new organization, an assessment of the 
existing staff, a staff reduction program, and a training 
program. 

4 )  m. A study on subcontracting of laboratory 
functions (soil, cement testing, etc.) is planned to start in 
October 1990. 

P. Economio Rate8 of Return for Xainten8nce Work8 

Returns are particularly high compared to those for 
rehabilitation -- the better the road condition and the less 
rehabilitation needed, the less costly it will be to preserve the 
road. This is a result of doing required periodic and current 
maintenance . 

Based on the above parameters, a paved road with an ADT of 
350 requires an annual maintenance budget of $2,800 per km, and 
an additional $22,500 to resurface the road every seven years. 
Failing to do this over a ten year period, a saving of $50,500 is 
obtained, but at the expense of heavy deterioration of pavement, 
and then tho road hd. By the end of the period, vehicle 
operating costs will escalate 30 percent. In order to 
rehabilitate tho road, an expenditure of $150,000 is required. 
Using this examplo, the economic rate of return for nnormaln 
maintenance outlays would ba in excess of 100 percent, even if 
benefits due to reduced vehicle operating costs are not included 
in the analysis. 

A comparable example can be constructed for maintaining a 
gravel road with an ADT of 100. Annual current maintenance costs 
are estimated to be $1,530. In addition, every five years it 



needs to be resurfaced at a cost of $21,000. Failing to do this 
for seven years would cause the road to deteriorate to the point 
where an investment of $90,000 per km would be required for its 
rehabilitation. 

I THB 1992-1994 PROGRAM 

The yearly profile of the program will have about the same 
mix between maintenance, rehabilitation, technical assistance, 
training, and studies as those established by consultants for 
ODR1s 1990-1992 program. Priorities under the program for 
individual works can be established using the same ranking 
methodology. The 1992-1994 program is limited to the 19,000 Ian 
core network mentioned earlier and provides minimum funding for 
the balance of 39,000 Ian of national and secondary roads. 

It is hoped that by 1992 the highway masterplan will be 
executed to enable a revision of program scope for physical works 
by use of methodology which is not restricted to the 
identification of the short-term emergency rehabilitation needs 
of the network, but is based upon relevant economic criteria. In 
all probability, it is doubtful that the results will provide a 
substantially different priority for the years 1992-1994. The 
highway masterplan results will be most effectively applied to 
sector development after 1994, assuming that the emergency 
rehabilitation requirements of the system have been met. 
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Office des Routes SCE3,ARIO .i 
Transition Program 1991 

(m) Funding 
Source Unrr 

I tern )(ms Budgeted GOZ Donor Costs 

1.0 Operatton Budget 
(Fuel Tax Funds) 

~sphalt Highways - .. \ *. . ~ >. 1,328 3,719 3,719 o 2 80 
Earth Roads 546 8,775 8,775 0 16.07 

~. > < .  

1.4 Regular Maintenance 
........ Manual MtWBridgalt%rry :;; 39,488 9,470 9.470 ...................................................................... >> ............. . . . .  

0 0.24 
Asphatt Hlghweys ' . 1,808 27,120 2,898 24,222 15.00 .......................................................... .......... 

1 1 B Operat~on Total 43,f 70 , 67,684 43,462 24,222 1.57 1 
j . 

1 l C  Ma~ntenance/Total Works 96% . 54% 28%. 100% 1.34 f ,-. , % I  ............................... .. ........ ...... .... ,..-( 
.............................. , ..... .., ........... .... '......,.j 

2.0. . ..'"w.t- Bu~OM.." ,,.*..... <.*,...", J 
(A- -u!Esl \ %.\, .,s 
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Item ..................... ~ ................................................................................................................ Kms Budgeted GQZ . Oonir Cosi:s .................................. 
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. . . .,, ~, 

,, _ , . . . . . . . . . . . . .  

11,200 1 1,200 0 

33.565 6,042 6,042 0 0.18 
1,250 11,342 i ,sn 9,365 9.08 
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PRIVATE DISTRIBUTION AND CONSTRUCTION INDUSTRY ANALYSIS 

I. INTRODUCTION 

The annex is intended to 

examine constraints on the road transport sector and 
its capacity to respond favorably to improved road 
conditions by increasing transport services at lower 
prices; and 

determine the capacity and willingness of the 
construction industry to take an increasing role in 
road maintenance and rehabilitation activities. 

The first objective is by far the most difficult due to the 
complexity of the road transport sector (which extends over a 
very large country) and the interrelationships between its 
various components. Because of time limitatians, only a small 
segment of the total sector could be examined. However, this 
segment is sufficiently representative that the conclusions drawn 
should have meaning in relation to the road transport system 
whole. 

The discussion begins with an outline of the methodology 
adopted for data gathering. Section I11 offers a description of 
the different components of the road transport sector -- the 
formal trucking industry, company-owned fleets, and merchant 
transporters -- and suggests solutions to some problems. The 
next section analyzes the relationship between rates and vehicle 
operating costs on deteriorated and improved roads, and ends with 
a discussion of the impact of fuel price increases. Section V 
presents the results of interviews with various construction 
firms regarding their interest in road maintenance. Finally, 
Section VI includes suggestions for future studies of road user 
charges, road inventories, and traffic counts. 

Tha study was conducted in two parts. Firat, existing 
documentation was reviewed, particularly on the structure of the 
rural agricultural sector. Second, an intensive interview 
program gathered firat-hand data from many sources: truckers, 
merchant truck ownera, industries which use tzxcks and other 
modes of transportation for their products and raw materials, 
government officials, agricultural cooperatives, and construction 
companies. In all, 50 entities (government arid private) were 



contacted, 37 of which were directly engaged in road transport 
(see Appendix A for a list of organizations contacted). 

The interviews took place during March 1990 in Lubumbashi 
and central Bandundu. Additional interviews with trucking 
companies were undertaken in Kinshasa in April. 

Two forms were employed during the interviews (see Appendix 
B) to establish a framework for discussion and to make certain 
that answers received were in response to identical questions. 

The first form was used in interviews with all truck owners, 
whether they hauled their own cargo or transported loads for 
third parties. The interviews began with questi.ons about 
equipment utilized (types, numbers, ages, and condition) and 
problems in acquiring new equipment (avai1abilit.y and financing). 
The next questions were operational -- products carried, trip 
origins and destinations, loads, rates, tire costs, and backhaul. 
Competition and other costs (taxes and insurance) were addressed 
in the final section, which also asked about major problems and 
the impact of fuel price increases. 

Although not within the original scope of the survey, 
transporters operating on the feeder road network also were 
questioned about their experience and willingness to undertake 
maintenance activities under'contract. 

The second form guided interviews with manufactures 
utilizing road transport for their own products and raw 
materials. These firms were asked about the sourcing of inputs, 
distribution of outputs, modes used, and whether they contracted 
trucking or used their own vehicles. If the answer to the latter 
question was yes, the first form was also used in the interview. 

Discussions with the construction industry followed no fixed 
format. 

Road transport in Zaire consists of three categories of 
truck owners. Tho first is the formal trucking industry which 
comprises firm whoso solo or principal function is to transport 
goods for third partiea for a fee. Uost of these enterprises are 
located in major urban centers and show varying degrees of 
sophistication. Tho second category is mado up of producers 
(primarily of manufactured goods) who own and operate truck 
fleets to haul raw materials to tho plant and/or distribute final 
products to customers. The final category, and by far the 
largest, includes merchants (many located in small towns and 



villages) who buy trucks in order to purchase and collect produce 
in villages, transport it to large urban centers for resale, and 
return with merchandise to sell in villages and small towns. 
There are also firms which combine aspects of all three types of 
operations. Larger merchants with production facilities, such as 
a pplm oil plant, will rent extra space on their trucks to third 
parties. However, the majority of truck owners fit quite well 
into one of the three previously mentioned categories. 

A. Tha Formal Trucking Industry 

The formal trucking industry is made up of firms organized 
for the sole purpose of providing road transport services to 
third parties. These firms have no other business interests, 
although some may have been established by holding companies or 
rtianufactures to transport specific cargoes. Examples of the 
latter are Merzario and Nicaza in Shaba, both working primarily 
under contract to GECAMINES, the national copper mining company. 
Merzario takes copper to Dar es Salaam and Nicaza transports ore 
for processing. Another example is COTRAZAL in Kinshasa, which 
transports wood. The Merzario group also has an interest in the 
Orion-Zaire trucking company in Kinshasa. Moat companies, 
however, are run by founder-managers and are concentrated in the 
Kinshasa area; the survey recorded 16 in Kinshasa and three in 
Lubumbashi. 

Trucking firms in the Kinshasa area work principally between 
Bas-Zaire (Hatadi and Boma) and Kinshasa. Some companies operate 
as far east as Kikwit in Bandundu and, on rare occasions, Kananga 
in Kasai Occidental. No trucking firms were found willing to 
transport goods any distance from paved roads. One only company 
admitted to making very occasional trips to Bandundu city. Road 
transport in the Kasais and in northern Shaba is undertaken by 
local firms. None of the firms interviewed in Lubumbashi or 
Kinshasa work in these areas, primarily due ta poor road 
conditions and the availability of sufficient haulage closer to 
their baseo of operations. In Lubumbashi, the greater part of 
commerce takes placa to the south with Zambia, Zimbabwe, 
Tanzania, and South Africa, rather than with interior of 
Zaire. Tho principal port for Lubumbashi exports and imports has 
traditionally boon Lnbito in Angola; since that route has been 
closed, hovavor, most imports and exports pasa through southern 
African ports. Most foodstuffs consumed by the local population 
also coma from the south, as evidenced by the .large number of 
foreign trailer trucks unloading grain and other products. 
According to a freight fonrarder, under the best circutances it 
takes 40 to 50  days to move products between 1;ubumbashi and 
Hatadi (Matadi-Kinshasa by road, Kinshasa-Ilebo by river, 
Ilebo-Lubumbashi by rail) -- thero is no regular road transport. 



Driving a truck the same distance (2,750 km) takss 17 days on bad 
roads. At the time of independence, this trip could be made in 
four to five days at most. In contrast, the trip to Durban 
(3,465 km) takes just 10 to 12 days on good paved roads. 

All road transport companies exclusively use trailer-tractor 
combinations for long distance hauling, though a few own trucks 
for work in towns. Tractors have either two or three axles, as 
do trailers, though in both cases, two axles (four axle total 
configuration, tractor plus trailer) prevail. The number of 
tractors per company varies from lo to 99, and trailers from 10 
to 168. Most companies have 10 to 30 units. 

The survey found considerable variety in the kinds of 
vehicles used -- Mack, DAF, Volvo, Kenworth, International 
Harvester, Mann, Toyota, and Mercedes. Some smaller firms had as 
many as three brands of truck, but most used only one kind (or 
occasionally two). The average age of vehicles was about six 
years, ranging from practically new to more than ten years old. 
Over half the firms interviewed had new trucks and trailers on 
order. 

Kilometers travelled each year per unit varied from 80,000- 
93,000 for Kinshasa-based firms to 115,000 for Shaba-based trucks 
engaged in export haulage. The distance travelled by Kinshasa 
firms was slightly higher than for other African countries 
reviewed. The averages for Nigeria, Cameroon, and Ghana were 
77,600, 70,000, and 74,500, even though some truckers in Nigeria 
average 140,000 kilometers per year (source: Federal Trunk Road 
Study, Nigeria, World Bank). 

Financing tha purchase of new vehicles was cited as a 
problem by most firms, although not an insurmountable one. Most 
companies were abla to obtain loans through SOPIBE, the Zairian 
state financing corporation. Repayment periods varied from four 
to six year., although ona company claimed ten year loans were 
possibla. Interest ratas were reported to be high, but variable. 
Those interviewed claimed that financing warn possible for well- 
established firms with sufficient equity to provide collateral 
(up to 100 percent or more of the value of financing). 

All firms arranged their o m  equipment imports; none bought 
nev vehicles on the local market because of high markups. A 



popular alternative was the purchase of used vehicles, 
particularly from Belgian leasing firms. These vehicles were 
said to be three years old or less, in good condition, and 
complete with spare parts. 

some managers expressed concern regarding the future of the 
zaire because payments to SOFIDE were readjusted in accordance 
with the exchange rate. If there is a significa.nt devaluation of 
the zaire, some firms could be hard pressed to keep up payments. 
In sum, it appears that financing is not a major obstacle to the 
expansion of the formal trucking industry. 

Haulage is generally contracted by the load with individual 
clients. There is no less-than-full-load service. A customer 
must rent the entire truck on the basis of a 25 ton load; if he 
ships less, he still pays for 25 tons. Clients are permitted to 
jointly hire a truck, if they are unable to fill one 
individually, but this is difficult to arrange and seldom 
accomplished. Long-term contracts are rare. 

Rates vary considerably, depending on the amount and type of 
product the customer ships. Rates from Matadi ,to Kinshasa range 
from 2 28,000 to Z 50,000 per ton. Rates in the other direction 
average Z 16,000 to Z 20,000. Because most demand is for haulage 
from Matadi, truckers are willing to accept lower rates rather 
than see their trucks return empty. Trucks backhaul, or carry 
loads on the return trip, about half the time. Haulage to the 
east (i.e., to Kikvit) is based on round trip rates: a client 
pays for the trip there and the return, whether or not he has 
cargo travelling in both directions. Round trip rates range from 
Z 1,200,000 to Z 2,000,000 per 30 ton load. This price includes 
the use of the trailer for two days to sell produce. If the 
produce is not sold within this period, the trailer is unloaded 
at the warehouse, and the merchant receives leas for his 
merchandise when Po fiaa1.l~ sells it. 

Competition appears to be healthy. Attempts to form a 
cartel and fix rates have failed in tha past, as temptations to 
undercut tha crovd were often hard to resist. 'The truckers have 
formed a transporters' organization, but it remains weak; efforts 
at cooperation, such as establishing an information' pool 
concerning available cargoes, have also failed. Some truckers 
interviewed complained about small, independent truck operators 
who offered prices far belov those of larger t~wcking companies 
and created nunloyal competiti~n.~ The smaller, rigid-body 
trucks are less econonical to operate than trailers; their owners 
are largely unaware of the true costs of making a trip, 



especially amortization. This phenomenon is couimon in most 
developing countries, and usually resolves itself only with the 
development of an increasingly sophisticated transport industry. 

Taxes and insurance expenses were major complaints. The 
principal annual fixed costs for a tractor/trailer unit are: 

Road Tax Z 250,000 
Registration Fee Z 38,000 
Insurance Z 800,000 
License Z 40,OOQ 

Total 

The Road Tax, as far as could be determined, had nothing to 
do with the roads. Insurance is ineffective, according to one 
trucker, who said it takes a year or more for an insurance claim 
to be awarded, plus a ''payment'' of 10 percent of the claim's 
value. 

Nearly all those interviewed said payments during the 
journey, such as regional taxes on transported produce and 
harassment by authorities along the roads, did not constitute a 
significant problem, especially when compared with previous 
years. The government of Shdba has cracked down especially hard 
on errant officials, eliminating all complaints from transporters 
in that region. 

All trucking firms were self-sufficient in repair facilities 
for their vehicles. All had shops with full-time mechanics, and 
parts warehouses with yards for parking vehicles, 

Crews consist of a driver and an assistant. Drivers are 
paid a base salary, a fixed amount per trip, and trip expense 
money; in addition they receive meals and a place to sleep while 
travelling. Uost of their earnings are derived :from the 
individual trip payments. More trips mean higher total earnings; 
thus, while the base salary is Z 38,000 per month, drivers who 
make the usual ten trips per month to Uatadi can earn up to Z 
150,000. Each driver is responsible for his own truck and does 
not drive other tractors, even when his own tractor is being 
repaired. This practice insures that driver. will take good care 
of their vehicles. Assistants are paid on much the same basis as 
drivers (though in lesser amounts) and are respon.eible for the 
trailer. and loads -- when a trailer is unhitched, the assistant 
looks after it and also supervises loading and unloading. 

One as yet underdeveloped operational aspect is the use of 
multiple trailer.. The ratio of tractors to trailers among the 
firms interviewed varied from 1:lto 1:2.1. The optimal ratio is 



1:3, which allows one trailer to be unloaded/loaded at each end 
of the route while a third is in transit. Only one company 
interviewed engaged in this kind of operation, though another 
said it planned to start. Most firms simply kept the tractor 
hitched to the trailer during loading/unloading, resulting in 
suboptimal utilization of tractors. However, the practice 
discu'ssed above of assigning drivers to specific vehicles could 
be a drawback, as it would require drivers to travel much more, 
increasing the risk of driver fatigue. 

Another operational problem is poor communications between 
the dispatcher and trucks on the road. Commun.ications are 
currently handled by telephone or by sending word with a passing 
truck. Thus, if a truck breaks down, it normally takes a long 
time to find out about the situation, with consequent delays and 
potential cargo spoilage. There are no direct radio 
communications with trucks. Mechanics are sent to repair 
vehicles and bring them back. Very few companies had wrecker to 
retrieve incapacitated or wrecked vehicles. The result is that a 
wreck may remain in place for a week or more awaiting removal. 

A final but significant problem is vehicle overloading: 
nearly all truckers interviewed claimed they did not overload 
their trucks, but placed the blame on others. One trucker, did 
admit to overloading, saying it was the only way he could 
compete. As axle weights are not controlled, some truckers carry 
loads as great as 40 to 50 tons. By carrying larger amounts, 
they are able to offer lower rates per ton than truckers carrying 
normal loads. Other truckers must charge competitive rates and 
eventually they, too, overload their trucks in order to lower 
their cost per ton. All operators recognized that this lower 
cost was only apparent, as the resulting strain on vehicles and 
damage to the roads meant much higher real costs in the medium 
term. All agreed that they would have no objecltion to the 
installation of weigh bridges, as long as they were run correctly 
and standards were applied equally. 

The tendency of drivers to supplement their incomes by 
picking up passengers and extra cargo exacerbates the overloading 
problem. Truckers have partially eliminated this problem by 
using containers, but it remains a serious concern. 

The informal trucking subsector consists of owners who rent 
trucks to customars for hauling goods. T~ckerEi generally own 
one vehicle which they drive themselves. These vehicles gather 
in specific locations (nparkingsn) in cities to await customers 
and passengers. Each parking corresponds to a given destination, 



such as Kikwit, Bandundu city, or Boma. These truckers are 
willing to transport goods to any place in the vicinity of the 
principal destination. The charge is Z 130,000 per day (time 
lost to repairs on the road is not counted). The rates are 
higher per ton than rates for trailers. Assuming a six day round 
trip to Kikwit -- 2 days up, 2 days back and 2 days in the market -- a nine ton load carried by one of these trucks will cost 
Z 86,666 per ton; carried by a tractor-trailer, the cost will be 
Z 74,400 per ton. The advantage offered by the informal trucker 
is not lower price, but the willingness to drive directly to 
villages, a thing formal truckers will not do. .Informal 
truckers, therefore, attend to the lower end of the market, the 
small trader who cannot fill a trailer both ways and lacks 
transport to and from his village. 

The vehicles used are generally old Mercedes or Mann trucks 
which are repaired as needed to keep them running; one trucker 
said he had replaced the engine of his truck four times. The 
owner/drivers are usually mechanics as well. They take two 
assistants along on each trip to help with any problems. 

Cargoes for the return trip must be found locally, but one 
driver operating to Bandundu city said this was not a problem 
because there were more cargoes available than trucks. No 
particular problems were cited by these truckers as seriously 
affecting their operations. ' 

Without exception, all truckers cited the condition of the 
roads as being the principal problem facing their operations. 
Increased trip times meant that fewer trips could be made and 
consequently less cargo hauled per vehicle. A trip to Matadi 
that used to take seven hours now takes twelve. A round trip to 
Kikwit that three years ago took three days now takes five. 
Driver efficiency is aloo lower because it is much more tiring to 
drive slowly through holes than to drive over a good road. Poor 
road conditions cause increased wear and tear on vehicles and 
tires and increaoe the probability of breakdown0 resulting in 
loss of perishable cargoes such as cassava. As a result of 
deteriorating road condition., some trucker. have stopped 
operating on the Kikwit road; other. have increased rates or 
reduced the number of trips. All truckers said the volume of 
traffic would increase if the road. were put in order, as there 
was plenty of demand for haulage. In the expectation of improved 
roads, some trucker. were increasing the size of their fleets. 

Part. availability appears to ba the next biggest problem. 
Prices of part. obtained locally are very expensive, and include 



large markups. While imported parts are less expensive, they 
take longer to receive, although the length of delays varied 
considerably. One trucker reported a three day turnaround 
between ordering and receiving a part, whereas others waited up 
to four months. The delivery times obviously depended on the 
type of part ordered (small parts could be sent by DHL) and the 
model of truck for which the part was needed; parts for older 
models were harder to obtain. 

In addition to the problems of financing, wreckers, and 
axle loads mentioned above, truckers cited the lack of 
signalization on the roads, particularly warning signs, pavement 
markers, and posted speed limits. Of particular concern was the 
lack of areas where a driver could pull his rig off the road and 
rest if he felt tired. The narrow or nonexist-ent shoulders are a 
real hazard in Zaire. When a truck breaks down (a frequent 
occurrence), it remains in the middle of the road, sometimes for 
several days. 

B. Company-Ownad Plaats 

Large manufacturers and business enterpri.ses in Zaire make 
special arrangements for the transport of their products and raw 
materials. Some create, finance, or contract with trucking 
companies, as discussed above, while others pu.rchase their own 
trucks. Several of the latter type of companies were interviewed 
in Lubumbashi. These included the local textile mill, cigarette 
factory, and brewery. 

The fleets of these businesses were all light vehicles of 
10 tons or less, and in the case of the cigarette factory, 
included Toyota pickups. Fleet sizes ranged from the seven 
trucks of the textile mill to 30 trucks for cigarettes and beer. 
The beer company also hired trucks for haulage to Kasenga from 
firms engaged in the fish trade in Kasenga. Tayotas were the 
favorite brand, followed by Mercedes; most were imported from 
South Africa. The average age of the fleets was about 3 years, 
and all companies said they replace some vehicles each year. 

Like most othar companies operating in Zaire, all three were 
self-sufficient in repair facilities for their vehicles. Parts 
not available locally could be obtained from South Africa in ten 
days. 

The longest haulage was cotton for the textile mill from 
Cotolu, about 800 kilometers from Lubumbashi. The distribution 
by road of products from the other two firms warn limited to 
southern Shaba, principally Likasi and Kolwesi. Outside this 
area, distribution of textiles and cigarettes ram handled by air 



and sometimes by train, or by traders who bought products at the 
factory. Most raw materials, such as chemicals, malt, and 
tobacco, were brought in by truck or train from South Africa. 

~ l l  factory managers lamented the state of the roads which 
prevented less expensive and more efficient truck transport over 
a greater area. Road conditions were especially critical to the 
textile firm because the cotton it uses comes from an isolated 
area near the Angolan border. The textile company is currently 
obliged to do its own repair and maintenance work in order to 
keep the road open due to the authorities1 neglect of roads in 
that area. 

Financing of new vehicles does not appear to be a major 
problem for these companies, and probably only constitutes a 
small portion of their total financial commitments. 

C. Merchant Tranaportora 

The main difference between merchant transporters and the 
foregoing groups is that merchant transports are small and mainly 
engage in trade and the transport their own produce. For the 
sake of exposition, three subgroups of merchant transporters are 
described below: 

Traders in agricultural commodities and hard goods, who 
in some instances have also expanded into productive 
activities. This group forms the vast majority of 
transporters in the interior. 

Merchants primarily engaged in the production of palm 
oil. 

Merchants in the fish trade in the Shaba region. 

These groups are very important to the economy; they provide 
the means, basis, and atimulue for the local populations's 
economic activities beyond the subsistence level. 

The study of the first group of merchant traders described 
above took place mainly in the Bandundu region. Hovever, 
discussions vith individuals from other regions revealed that 
similar activities take place to a greater or lesser degree 
throughout the interior of the country. The primary activity of 
these merchants is trade; trucking is only a means of getting 



their goods to market. As the formal trucking sector does not 
reach beyond the major centers, these merchants must depend on 
themselves for transport facilities. All the merchants 
interviewed in Bandundu follow the same basic trade pattern. 

The first step is the purchase of agricultural products from 
the villages; this is accomplished by buyers who travel from 
village to village. Products bought depend on what the merchant 
believes will bring the greatest profit. Prices for produce are 
usually arranged through the chief or headman of each village. 
The produce is sacked and when a truckload accumulates, a truck 
is sent to pick it up. Some merchants complained about "piratesw 
(merchants who offer higher prices and buy the produce promised 
to the first merchant, thus inducing the villaqers to increase 
their prices). However, other traders said that pirates were not 
a significant problem; they did not buy large quantities and were 
not steady customers at the villages. 

The purchased goods are stored in the merchant's warehouse 
until the price is right, and then taken to the main market in 
Kinshasa, either on the merchant's trucks or in a trailer hired 
from a trucking company. Most haulage from central Bandundu is 
by road, but because of the deterioration of the highway between 
Kikwit and Kinshasa, some merchants are looking into river 
transport. Those who have tried it have not been altogether 
satisfied; while cheaper, the length of time involved (two to 
three weeks), the uncertainty of barge schedules, and lack of 
storage facilities means river transport cannot compete with the 
convenience of trucking for most products. Palm oil seems to be 
the only product consistently shipped by barge., 

Upon arriving in Kinshasa, the truck goes to the central 
market where wholesalers purchase the produce. The length of 
time it takes to sell a load varies. Some merchants are able to 
sell everything at once, and others take as many as five days. 
Once the truck is empty, the driver picks up items the merchant 
has purchased to sell in his stores in the villages, such as 
salt, soap, pails, and cloth, as well as other goods, such as 
fuel. Because the volume of goods moving into Kinshasa is 
greater than the volume moving in tho other direction, there is 
sometimes extra space on the truck which is hired out to third 
parties. As a rule, the trucks never return to Bandundu empty. 
The goods aro distributed to the merchant's stores and the cycle 
begins again. Recently there has been less papent of villagers 
in cash and more on a pseudo-barter basis; the merchant gives the 
villager a paper entitling him to a certain value of goods in the 
merchant's store. In one case, strict barter was found to be the 
rule, vith the merchant trading salt or soap for fixed quantities 
of produce. 



In addition to other traders, the merchants face competition 
from cooperatives. The principal behind cooperatives is that the 
villagers should be able to market their produce directly in 
Kinshasa, and keep the merchant's profit margin for themselves. 
The two cooperatives interviewed, however, said their efforts had 
not been very successful, mainly because the cooperatives lacked 
trucks and were obliged to hire transport through third parties. 
In both cooperatives, transport had been subsidized by missionary 
organizations, but sufficient haulage was not always available to 
evacuate all the produce. 

Merchants were asked whether they believed there was a 
crisis in the interior leaving produce to rot because there was 
no way to transport it. All merchants interviewed claimed that 
this was not the case, and that in the villages they served there 
was plenty of competition to buy whatever the villaqers had to 
sell. According to the merchants, problems only arose when 
prices had been high for a particular commodity the previous 
year, and villagers planted more of the crop, only to find that 
both demand and prices had dropped. However, because merchants 
operate only within a 140-kilometer radius of their home base, 
there probably remain isolated villages where production capacity 
is underutilized. With the exception of the cooperatives, most 
crops produced for sale seem to find their way into the markets. 
Merchants pointed out, however, that due to the lower buying 
power of local populations, they had closed some of their stores 
in the villages, suggesting that less agricultural produce is 
being sold now than previously. 

The palm oil industry is based on a number of small 
processing factories spread out over the central, and northern 
areas of the Bandundu region. The fruit is gathered from palms 
grown on traditional palm oil estates or from wild groves. 
Because the trees on the estates are quite old a.nd their 
production has been dropping, oil producers have depended more on 
wild groves as a source of palm fruit. The fruit from these is 
gathered by villagera who place it on racks by t.he roadside to 
await collection by a truck from the palm oil plant. The 
processors usually collect fruit within a 40-kilometer radius of 
their the plant. From the plant, the processed oil and palm nuts 
are sent to Kinahasa for sale. If thm plant is near a river 
port, thm oil is usually sent by barge; in fact, some larger oil 
companiea have their own barges. An the processed oil does not 
spoil eaaily, therm is no problem with delays in transport. The 
nuts, however, are carried by truck. Producers located far from 
the rivers take the oil to Kinshasa in tank trucks, which return 
carrying fuel for the plant. Because of a number of problems 



( c o m p e t i t i o n  from a r t i s a n a l  p r o d u c t i o n ,  cheap  impor t s ,  e t c . ) ,  
many palm o i l  p roduce r s  a r e  d i v e r s i f y i n g  i n t o  o t h e r  a r e a s ,  such  
a s  o t h e r  c r o p s ,  c a t t l e ,  and s eed  p r o d u c t i o n .  Conve r se ly ,  
abandoned f a c t o r i e s  a r e  b e i n g  bought by p r o s p e r o u s  merchan ts  who 
combine palm o i l  p r o d u c t i o n  w i th  o t h e r  a c t i v i t i . e s .  

3 .  Pish Merchantp 

I n  Shaba ,  a  f a i r l y  l u c r a t i v e  i n d u s t r y  h a s  been b u i l t  a round  
t h e  t r a n s p o r t  and marke t i ng  o f  f i s h .  There  is h i g h  demand f o r  
f i s h  -- smoked, dried and f r e s h ;  p e o p l e  a r e  w i l l i n g  t o  pay h i g h  
p r i c e s  i n  Lubumbashi and o t h e r  Shaba towns. The f i s h  is b rough t  
main ly  from Lake Moero (K i lowa) ,  3 4 3  km from Lubumbashi, o r  from 
Kasenga, 2 1 1  km away. On t h e  outward t r i p ,  t r u c k s  c o l l e c t i n g  
f r e s h  f i s h  t a k e  i c e ,  and t h o s e  go ing  f o r  smoked o r  d r ied  f i s h  
u s u a l l y  t r a n s p o r t  some c a r g o ,  such  a s  b e e r  o r  o t h e r  merchandise .  
A t  l e a s t  one merchant  h a s  set  up a f i s h i n g  c o o p e r a t i v e ,  s u p p l y i n g  
f i shermen  w i t h  b o a t s  and g e a r  i n  exchange f o r  f i s h ;  t h i s  merchant  
t r a n s p o r t e d  o v e r  200  t o n s  o f  f i s h  d u r i n g  1989.  The re  is no doub t  
t h a t  t h e  Lubumbashi f i s h  market  is a n  i m p o r t a n t  f a c t o r  i n  t h e  
economy o f  e a s t e r n  Shaba.  

The f i s h  c a r r i e d  b a c k b e l o n g  e i t h e r  t o  t h e  merchant  o r  t o  
t h i r d  p a r t i e s .  The f r e i g h t  r a t e s  f o r  t h i r d  p a r t i e s  a r e  100  
z a i r e s  p e r  k i l o  f o r  f r e s h  f i s h  and 50 z a i r e s  p a r  k i l o  f o r  smoked 
and dr ied f i s h .  Between f o u r  and f i v e  t o n s  a r e  c a r r i e d  p e r  t r i p ,  
which means t h e  t r a n s p o r t e r  g r o s s e s  Z 400,000 t o  Z 500,000 f o r  a  
l o a d  o f  f r e s h  f i s h .  There  is, however, c o n s i d e r a b l e  r i s k ;  i f  t h e  
t r u c k  b r e a k s  down, t h e  r e s u l t  is d i s a s t e r .  Merchants  s a y  t h e  
round t r i p  must  be made w i t h i n  4 8  h o u r s  -- any  l o n g e r  and t h e  ice 
h a s  mel ted .  Thus,  c o n s i d e r a b l e  amounts must be s p e n t  t o  m a i n t a i n  
and pu rchase  t r u c k s .  The p r i n c i p a l  f r e s h  f i s h  merchant  r e p l a c e s  
h i s  f l e e t  w i t h  new t r u c k s  each  y e a r  a s  a  g u a r a n t e e  a g a i n s t  
l o s s e s .  

The f i s h  merchan ts  a l s o  h a u l  maize  f l o u r  from b o r d e r  a r e a s  
t o  Lubumbashi which t h e y  s a y  comes from their own f a r m .  

Un l ike  the formal  t r u c k i n g  i n d u s t r y ,  t h e  f l e e t s  o f  merchan ts  
a r e  p r i m a r i l y  r i g i d  body t r u c k s  o f  e i g h t  t o  t e n  t o n  c a p a c i t y  w i t h  
two, o r  o c c a s i o n a l l y ,  three a x l e s .  Some merchan ts  d o  have 
t r a i l e r s ,  b u t  t r a i l e r s  a ccoun t  f o r  o n l y  a b o u t  e i g h t  p e r c e n t  of  
t h e  t o t a l  merchant  v e h i c l e  f l e e t .  T r a i l e r s  would n o t  be 
economical  because  moat o f  t h e  r o a d s  are e a r t h e n  and i n  poo r  
c o n d i t i o n ,  l o a d s  a r e  small, and h a u l  d i s t a n c e s  a r e  s h o r t .  



In Bandundu, the average number of trucks owned by each firn 
interviewed was nine. However, two large merchants owned 38 and 
20 trucks, and the remaining firms each had only about five. One 
Bandundu firm had no trucks in operating condition. The most 
common brand of truck was Mann, and the average age of the fleets 
was around 13 years -- the oldest were about 33 years old and the 
newest, two. Trucks were bought second hand, even those directly 
imported from Europe. The average number of kilometers travelled 
each year per truck was about 33,000 with a maxlmum of 60,000, 
less than half of the distance travelled by vehicles of the 
formal trucking industry. Trucks were generally in poor 
condition (as evidenced by the numbers of disabled trucks parked 
beside the main roads). A typical merchant's compound contained 
three or four broken vehicles awaiting new engines or other 
parts. Some trucks were obviously irreparable. 

In Shaba, the average fleet size was six, usually Toyotas. 
The average age of the vehicles was three years and the oldest, 
five. Most fish merchants had at least one new truck, which 
reflects the relative profitability of their operations. Average 
kilometers traveled per vehicle per year was 61,000, twice that 
of Bandundu merchants, perhaps because the trucks were relatively 
new. 

The availability of financing for new trucks is a major 
concern for many merchant truckers, particularly in Bandundu. 
Only one merchant there had bought a truck with financing, and 
most considered such a purchase out of reach, although few had 
checked recently on current terms and conditions. Some 
merchants, particularly in Kikwit and USAID project areas, 
expressed interest in the CIP program and said they were looking 
into it. Interest in purchasing new trucks to replace older 
vehicles was universal, but only merchants said they wanted to 
purchase trucks to expand their operations. Other traders said 
that it was better to continue to repair old trucks until either 
the cost of financing or road conditions improved. All believed 
that with new trucks and better roads the movement of goods would 
increase. Three to four years ago, merchants were averaging four 
trips to Kinshasa per month per vehicle; now they averaged only 
two. Apparently were more vehicles available in the past for 
transport, but it is difficult to determine how many more or the 
degree of fleet attrition and consequent loss of capacity. 

Shaba merchants financed their trucks out of their 
operations and did not resort to bank loans. 



Each merchant normally hauled his own products and sold only 
space he could not fill to third parties. The exceptions were a 
large company in Bulungu with contracts to supply large 
agribusinesses in Kinshasa, and the fish merchants who regularly 
hauled for third parties. 

Like the formal trucking companies, each merchant was self- 
sufficient in maintenance facilities for his trucks, although 
maintenance facilities obviously differed in quality. Some truck 
owners did their own repairs, some depended on drivers to fix 
their trucks, and others complained about the dearth of qualified 
mechanics. The quality of service was usually a function of the 
mechanical ability of the merchant himself, or the size of his 
operation. One of the larger merchants employed an expatriate 
mechanic for his fleet. 

Each merchant had a storehouse or two for his merchandise, 
and from one to 65 stores in villages. Some merchants had bought 
their own farms and were processing their own produce, some had 
rice and corn processors, and others were buying palm oil 
factories and raising cattle. To all these people, trucking was 
mere1y.a sideline (albeit an important sideline) and not always 
first on their list of priorities for investment. 

Finally, most complained about harassment by authorities, 
particularly tax officials. Although officially vehicles were no 
longer stopped on the road for payment of taxes and fees, the 
regional tax per sack of produce is still collected at the ferry 
in Bandundu city. Most tax activity has nov moved to the 
merchantst offices where collectors make periodic appearances 
demanding payment of new taxes. The merchantsU only defense is 
to be up to date on new tax legislation and thus able to defend 
their interests. 

Although not part of the original scope of the survey, 
merchants in Bandundu vere asked about road maintenance and their 
willingnass to undertake road maintenance activities in their 
areas. All vere interested. In fact, many already performed 
maintenance on some of the roads they used. Maintenance included 
formal activities under the cantonnier system, traditionally 
carried out by larger firms like Fernandes and PLZ, and more 
informal efforts. One merchant mobilized his entire village and 
paid then goods in exchange for needed repairs on the access road 
to the village. Some merchants said they would be villing to 



ur,dertake this activity at cost, as they would benefit through 
better access and lower vehicle operating costs. The one 
condition stipulated in all cases was that merchants be paid on a 
regular basis. Office des Routes (ODR) had failed to honor 
contractual obligations in the past and no one was willing to 
work with ODR again unless certain payment guarantees were in 
place. ' 

8 .  Problem8 C i t e d  bv Herchantr 

Like other truck owners, the merchants complained most about 
the condition of the road network, especially the feeder roads. 
All recognized the impact of increased wear and tear and lost 
time on their operations. Any maintenance done by the merchants 
was performed on roads in their particular area of interest and 
was usually a stop-gap measure to enable their truck to get 
through. All merchants stressed the need to inprove the 
maintenance situation. Particularly vocal in this respect were 
the fish transporters who claimed that continued deterioration of 
the roads to Kasenga and especially Kilowa wou1.d have a negative 
impact on the fishermen and their own businesses. 

The second problem, and one cited as most important by many 
Bandundu'merchants, was the limited availability of financing for 
the purchase of new vehicles to replace their aging fleets. This 
was the most pressing problem for the merchants of Idiofa, most 
of whom had less than a third of their vehicles in running 
condition. They claimed that the banks would provide financing 
only to larger merchants in bigger towns (who undoubtedly had the 
collateral to guarantee their debts). This was not cited as a 
problem by the Shaba merchants, who do not depend on bank 
financing. 

The third problem was the limited availabi,lity of spare 
parts, which take a long time to arrive and are expensive. 
However, this issue varied in its gravity, depending on the 
resourcefulness of the merchant. 

other complaints (poor quality fuel and lubricants, low 
skill level. of mechanics and drivers, and time lost in the 
Kinshasa market selling products) seem to depend largely on the 
situation of the individual merchant, and are not general 
problem. 



D. Suggested Improvements 

During the course of the interview program, a number of 
problems in road transport came to light which donor 
organizations could contribute to solving. In this section, 
suggestions concern areas where donor efforts would yield the 
greatest returns. 

1. Road Maintenance and Rehabilitation 

Road maintenance and rehabilitation are basic to the present 
USAID and World Bank programs, specifically the decentralization 
and privatization of these functions. There is thus no need to 
discuss them at length in this annex. Howevert there are a few 
items of special interest to the transport sector which should be 
taken into consideration in future programs and design 
specifications. These are: 

Widen shoulders on existing trunk roads to lessen the 
danger created by disabled vehicles blocking highways. 
Due to poor communications, parts problems, etc., 
disabled trucks can remain on the roads for extended 
periods while awaiting and undergoing repairs; a 
solution is vital, especially as road rehabilitation 
will mean higher speeds for oncoming traffic. Truckers 
currently place small branches in the road to warn 
vehicles travelling in their lane, but almost never 
post a warning for the lane of oncoming traffic. This 
situation is particularly hazardous for overtaking 
vehicles in the oncoming traffic flow, especially at 
night. Present rehabilitation programs should thus 
include provision for widening shoulders to two meters. 

Road maintenance units or highway police should be 
provided with wreckers to remove disabled vehicles from 
the carriageway. During a recent visit to Bandundu, 
the road was blocked for several days by a jackknifed 
rig. 

Signalization is virtually nonexistent on trunk roads. 
Not only are there no warning signs, but there is not 
even a white line in the center of the road. 
Rehabilitation and maintenance contracts should make a 
point of including this item. 

Rest stops or places where a tired driver can pull his 
rig off the road for a break or repair work do not 
exist, except in some villages. These areas are very 



inexpensive to provide and pay big di,vidends in 
avoiding driver fatigue and consequent hazards. 

Financing of vehicle purchases was cited as an urgent need 
by many of the smaller merchants. Indeed, the growing age and 
precariousness of much of the fleet is cause for concern, as it 
means the decapitalization of the part of the transport sector on 
which all others depend, namely the movement of goods to and from 
the rural sector. The indiscriminate extension of special 
financing terms to all truckers be folly, however, as some groups 
of transporters -- the formal trucking industry and fish 
merchants in Shaba -- manage to get by under present conditions. 
With few exceptions, the adoption of any criteri,a for choosing 
the beneficiaries of financing will favor the expatriate 
community at the expense of Zairians. Assuming that the purpose 
of a financing program is to help the local population, 
additional measures are needed to enhance the Zairian trucker's 
eligibility for financing. It is apparent in even casual 
conversation with local merchants that they see the difference 
between purchase and selling price, minus expenses such as fuel 
and driver costs, as profit. Few traders have understood the 
concept of amortization, and'consequently little money is saved 
for renewing their fleet. Records rarely go beyond making note 
of transactions. Social pressurea for sharing profits with 
relatives, etc., also limit savings accumulation. This situation 
has been well documented in previous studies (Coopers & Lybrand, 
1987). To be effective, financing must be coupled with training 
in basic business management. This training should not be just 
group lectures, but a hands-on orientation for each merchant on 
how to manage his books, possibly through the Peace Corps or a 
similar organization. 

One item noted, especially in talks with agricultural 
cooperative officials, is the psychological dependence on 
motorized transport as the only means of moving produce out of 
village arms. One official in Idiofa said he needed 32 trucks 
to transport the produce from the 600 villages in his area. In 
east and southern Africa, two or four wheeled carts pulled by 
donkeys or bullocks are seen everywhere. Villagers use these 
carts to haul produce to central storage facilities where produce 
is kept until it can be picked up by trucb. The carts provide 
commercial transport without the need for maintaining mQtQrable 
roads. In Bandundu, the people do not have a tradition of animal 



husbandry. However, in some areas near religious missions, 
however, animal traction has apparently been used with some 
success, and the increase in cattle raising is a sign that there 
may be additional possibilities in animal traction. 

4 .  Axle Load Control 

Once trunk roads are rehabilitated, axle load control is 
imperative. Cursory examination of vehicles suggests that 
overloading is quite common, especially in merchant trucks. 
Overloading creates additional maintenance costs because pavement 
deteriorates more rapidly. One possible solution is the 
establishment of weigh bridges on heavily-travelled routes to 
fine drivers or stop overloaded trucks from continuing. Truckers 
interviewed said they would have no objection to such-a system, 
especially if it controlled all transporters on the same basis. 
All truckers recognized the consequences of overloading on 
reduction of truck life and road quality. Weiqh bridges would 
also serve to reduce unauthorized extra loading of trucks by 
drivers. A second solution is to design and rehabilitate roads 
to carry heavier axle loads and charge-the costs to truckers, 
with discounts established to encourage the use of vehicles with 
more axles. 

IV. RATE/COST ANALYSIS 

The purpose of this section is to present a summary of the 
rates charged by the trucking industry for haulage between 
specific points. This will then be compared with the operating 
costs per kilometer for different kinds of vehicles under 
different road conditions. The results will suggest the 
profitability of trucking operations in Zaire, especially in view 
of the necessity of replacing vehicles. In addition, the 
analysis will show approximate savings in vehicle operating costs 
due to road rehabilitation and maintenance, and how this will 
affect trucker's profit margins. The section will terminate 
with a discussion of the impact of fuel price increases on 
operating costs and rate levels. 

The average Matadi to Kinshasa rate is Z 36,000 per ton and 
return is Z 20,000 per ton. Assuming that the backhaul rate is 
50 percent, then the expected value of backhaul is Z 10,000 (.5 
X 20,000), and of the round trip 46,000 Z. Divided by the round 



trip distance and multiplied by 30 tons, the expected value per 
kilometer is Z 2,300 or $4.18. If there is no backhaul, the 
gross income for the trip is $3.27 per kilometer. 

To Kikwit, the average rate is Z 1,860,000 per 30 ton load 
round trip. This becomes Z 1,755 per kilometer for the round 
trip, or $3.18, slightly less than the Matadi run. 

For the fish merchants of Lubumbashi, the rate is 100 zaires 
per kilo for fresh fish from Kasenga. As the trip to Kasenga 
carries ice, the payload is only on the return trip. This 
normally is four tons of fish, the remainder of the space being 
taken up by what is left of the ice. This means that the 
transporter can make Z 400,000 per each round trip of 422 
kilometers, 948 zaires or $1.72 per kilometer. 

B. Vehicle Operating Costa 

The World Bank Highway Design Module (HDM) was used to 
calculate vehicle operating costs (see Tables 1 t :o 9 at the end 
of this annex). 

For the cost calculatiox?~, four situations a,re envisaged. 
The first is the cost of a trailer truck travelling on a good 
paved road. The second is cost of the same articulated truck 
travelling on the same road, but with the road in bad condition. 
The difference here is in the roughness estimate utilized in the 
program. The good road has an International Roughness Index 
(IRI) of 1.8 meters per kilometer, and the bad road an IRI of 10 
meters per kilometer. The third case simulates a two axle lorry 
on an good unpaved road and the fourth simulates the same truck 
on a bad unpaved road. The IRI values used in the first and 
second situations are also used for the third and fourth 
simulations. 

The assumptions for vehicle utilization and cost parameters 
are based on information obtained during interviews. The data 
was entered into the HDH model, which was then used to calculate 
the operating costs for each vehicle simulation. The assumptions 
are shown in Table 1 for the articulated truck, in Table 2 for 
the Bandundu merchant lorry, and in Table 3 for the Shaba fish 
merchant. The lorry case was divided in two because of the 
different operating assumptions affecting the two types of 
merchants. The Shaba merchant depreciates his truck in one year 
and travels twice the distance of the Bandundu merchant. The 
input data shown on the tables comprise mainly default values 
calculated by the HDX program for each vehicle type. Thus, of 
the first 16 items, only the load carried and the number of tires 
per vehicle were added. The average annual utilization kilometer 



figures were taken from interviews. An average service life of 
six years is the time period used for the depreciation 
calculation, except in the case of the Shaba merchant, where one 
year is used. Average life kilometrage is simply the average 
service life times the yearly kilometers. The vehicle and tire 
costs were obtained from dealers, and are representative of a DAF 
tractor and York trailer for an articulated truck with 30 ton 
capacity, and an eight ton Toyota for the lorry. Crew costs are 
the salaries and trip expenses of the drivers and assistants, 
assuming the present number of monthly vehicle trips made by 
truckers and each type of merchant. Interest .represents the 
current financing rate of 90 percent per year. All prices have 
been translated into U.S. dollars at the rate of 550 zaires to 
the dollar. 

C. Results 

The financial results for the tractor/trailer on good and 
bad roads can be seen in Tables 4 and 5; Tables 6 and 7 show 
results for the Bandundu truck on improved and deteriorated 
roads; and Tables 8 and 9 show results for the Shaba fish 
merchant. The assumptions for the geometric road standards in 
each simulation are only gyesses, as no specific data exists on 
the roads in question. The results for each simulation indicate 
the physical quantities of fuel, parts, tires, etc., consumed per 
1,000 vehicle kilometers, the resulting vehicle operating costs 
per item, and their percentage participation in the total. 

For the articulated trucks, the cost on the good paved road 
is $1.77 per kilometer, and $2.42 on the same road in poor 
condition. This shows that even on bad roads the rates charged 
by the trucking industry are sufficient to cover all trip costs 
including depreciation and interest by a healthy margin. This is 
not to say that truckers are getting rich, because the 
calculation does not include fixed overhead, taxes, breakdowns, 
or failure to make the minimum number of trips per month. The 
results suggest that given the continuation of present 
circumstances, truckers can make enough money to replace and 
maintain existing fleets. 

The difference between the cost per kilometer on good and 
bad roads suggests the savings to articulated t.rucks from 
rehabilitating and maintaining the paved roads. This amounts to 
$0.65 per vehicle/kilometer, or a drop of 27 percent in outlays, 
mainly for repairs, and a corresponding increase in transporters' 
margins. Due to the inability of the truckers to collude among 
themselves, the results of road improvements wtsuld probably be 
lower freight rates in real terms. Whether the benefits would go 
to producers, in the form of increased farmgate prices, or to 



consumers, in the form of lower retail prices, depends on the 
existing structure of the market place. 

For the Shaba fish merchants, the costs are $1.57 per 
kilometer on the bad unpaved road and $1.29 on the improved road. 
Their margins are not as great as the commercial truckers, but 
sufficient to cover trip costs, plus depreciation and interest. 
The same qualifications hold in this case as with the articulated 
trucks. In addition, the "scrapt1 or resale value of the Shaba 
trucks after a year of use is higher than those used over a 
longer time period. The benefit derived from repairing the road 
is about $0.28 per kilometer, or an 18 percent reduction in 
costs. Again, where the incidence of the benefits would lie is 
unknown. However, since these merchants are reputed to be able 
to collude on price levels, they would probably be the 
beneficiaries. 

Fcr the Bandundu merchants, the costs on the bad road are 
$1.40 per kilometer and $0.99 on the good road. Improvement in 
the road would result in a saving of $0.41, or 29 percent of 
present costs per kilometer travelled. Costs are generally lower 
because depreciation takes place over a longer period than is the 
case with the fish merchants. As there appears to be competition 
among merchants for the purchase of farm produce, which would 
increase with improved roads and greater accessibility, some part 
of the benefits would accrue'to the farmer. 

In conclusion, it appears that the road transport industry 
is profitable, especially for owners of articulated trucks. As 
the markets and transportation sector evolve, txucks will be used 
primarily for bringing goods from the villages to the larger 
centers such as Kikvit, where they will be shipped to Kinshasa by 
trailer. Rigid-body trucks are uneconomical for long distance 
hauling. Even without considering operational elements such as 
the fact that the motorized part is tied to the load, trucks are 
nearly twice as expeneive to operate as trailers per 
ton/kilometer. Dividing the trailer cost by 30 tons, and the 
lorry cost by eight, the truck costs $0.078 per ton/kilometer 
compared with $0.048 for the trailer on a good paved road. 

One of the question6 asked of transporters during the 
interviews was the extent to which rates are raised due to an 
increase in the price of fuel. Special reference was made to 
1989, when fuel prices doubled. Truckers were also asked what 
percent of their total costs were represented by fuel 
expenditures. Very few truckers had a clear notion of the impact 
of fuel prices on their operations. A few said that rates were 



changed in proportion to the fuel increase; one said no change 
was implemented; and another replied that rate increases were 
aade as a function of the market (i.e., what everyone else did) 
and not on a rational basis. The other replies stated on average 
that fuel represents between 17 and 30 percent of expenses. 
Therefore, they believed an increase in fuel prjces should mean a 
proportionate change in rates. 

The table below shows the participation of fuel costs in 
total vehicle operating costs and rates. 

Table 10: Participation of Fuel in Operation Cost Structure 

(fish) Tractor/Trailer 

Fuel Cost/- $0.145 $0.240 

% VOC/km 9.2% 9.8% 

% of Rate 8.4% 7 . 5 %  (Kikwit) 

The foregoing suggests that the participation of fuel in VOC 
is lower than most truckerk think (although it could be slightly 
higher than shown above, as the HDM assumes well-regulated 
injectors). To recuperate fuel price increases, rates would have 
to be adjusted by a far smaller amount. For example, if fuel 
prices doubled (+loo%), the rates should increase by 7.5 percent 
to compensate. If the increase is 25 percent, then the rates 
should be readjusted by 1.9 percent. In other words, the 
elasticity of rate increases should be .075 in this case. 

However, truckers think differently. In fact, they will 
apply an increase to rates equal to the fuel price change to 20 
or 30 percent of their costs, barring market or government 
intervention. Thus, the elasticity of rate increases is in fact 
between . 2  and . 3  percent. Our 25 percent price increase would 
be reflected as a 6.2 percent rate increase on the average. 

V. TEB PRIVATB COHBTRVCTIOI INDUBTRY8 ROAD X A I Z i T E W C B  AND 
RSHABILITATIOU 

In addition to an analysis of the road transport subsector, 
a separate task was to determine the capacity and willingness of 
the private construction industry to take over a greater share of 
road maintenance and rehabilitation activities in line with the 



decentralization and privatization of Office des Routes 
activities. To that end, four large, private construction 
companies and one engineering company were interviewed in Shaba 
and Kinshasa. 

The directors of the firms were asked about their interest 
in the privatization scheme, equipment available to do the job, 
past experience, and the contractual terms and c2onditions they 
would require to participate. In this section, each of these 
items will be treated in turn. 

A. Private Sector Interest, Capacity, and Experience 

When informed about the privatization of Office des Routes 
activities, all construction companies expressed interest. After 
all, they said, it was part of their business to perform road 
construction and rehabilitation work. The Shaba firms said they 
would prefer working in Shaba, but would accept contracts in 
other regions. The Kinshasa firms said they would be willing to 
work anywhere. Interest in work in any part of Zaire seems to be 
the case with most of the larger construction companies. Six 
construction companies participated in recent bidding on roadwork 
in Shaba. It is significant the neither of the two Shaba-based 
companies was selected. Thi8 suggests the existence of both the 
capacity and willingness of the private construction industry in 
Zaire to undertake work in diverse areas of the country. 

All the companies interviewed had extensive experience in 
roadwork and general construction. All had the basic equipment 
for road construction and repair, specifically for earthworks, 
structures, and surface treatment paving, though some lacked such 
items as an asphalt plant, paving machines for asphalt concrete 
work, and rock crushers. However, all were associated with firms 
outside Zaire, especially in Belgium and South Africa, and said 
they could obtain assistance and additional equipment as 
necessary to accomplish whatever job they were contracted to do. 

The companies expressed interest in renting or leasing 
Office des Routes equipment. In fact, one company presently 
working in Shaba has made an agreement with ODR for renting 
equipment under which the company pays a fixed amount and ODR 
does equipment maintenance and repairs. 

All contractors expressed interest in participating in 
maintenance as well as rehabilitation, although none had 
experience in running a long-tern maintenance operation in Zaire, 
primarily because maintenance had been handled in the past by 
ODR. The contractors said they would be willing to set up and 
run local maintenance organizations, including equipment centers, 



and would handle subcontracting activities, if necessary. All 
erphasized that they would favor a minimum amount of 
mechanization in maintenance of earth roads, such as periodic 
grading. One firm had several small graders pulled by farm 
tractors available for light road repair activities. Also, 
several suggested the application of new techniques for earth 
road improvement, such as asphalt and cement stabilization for 
road surfaces. 

B. Tormm and Condition. for Privato 8octor Participation 

Terms and conditions under which rehabilitation/maintenance 
contracts would be awarded was the item of greatest concern to 
the private contractors interviewed. All expressed 
dissatisfaction with the present system and stipulated a series 
of general conditions for their participation in the program. 
The principal points are enumerated below. 

1) Contracts should be given out on a competitive bid 
basis. 

2) Road sections under each contract should be long and 
contiguous thereby permitting economies of scale and lower 
mobilization requirements.' 

3) The contracts should be long-term, at least 3 to 4  
years, and renewable. This would avoid problems of frequent 
demobilization-remobilization between c0ntract.s and allow 
contractor and maintenance staff to become well acquainted with 
the needs of each road in their area. Lang-term contracts would 
also lead to more efficient operations and reduced annual 
maintenance costs. 

4 )  Contracts should specify rehabilitati,on followed by 
maintenance. As roads deteriorate rapidly, especially unpaved 
roads, delay between rehabilitation and maintenance phases could 
require a second rehabilitation before maintenance could be 
undertaken. The rehabilitation phase should be used in setting 
up the maintenance organization so that no time would be lost 
between the two. Contractors said they would not undertake 
maintenance responsibilities on roads that had not been 
rehabilitated. 

5 )  One complaint concerned the quality of engineering work 
and contract supervision done by ODR, especially on the regional 
level. The firms said that Zone Engineers were ignorant of most 
engineering questions and were easily compromised by small 
unscrupulous companies which, in some cases, took their 4 0  
percent up-front money and did no work. 



6 )  Most c o n t r a c t o r s  s a i d  they  would accep t  payment i n  
z a i r e s ,  even t h e  f o r e i g n  cur rency  p o r t i o n ,  a s  z a i r e s  were 
p r e s e n t l y  c o n v e r t i b l e .  However, one c o n t r a c t o r  s a i d  he would 
have t o  r e c e i v e  a  p o r t i o n  i n  hard  cur rency  i n  o r d e r  t o  gua ran tee  
h i s  foreign-based expenses  f o r  p a r t s  and e x p a t r i a t e  s t a f f .  A l l  
companies expressed  concern about  t h e  r i s k  involved  i n  a c c e p t i n g  
1 0 0  p e r c e n t  z a i r e  payments f o r  long-term contraczts because of 
u n c e r t a i n t y  r ega rd ing  f u t u r e  i n f l a t i o n  and deval ,ua t ion ,  even 
though two of t h e  companies had agreed  t o  a c c e p t  a l l - z a i r e  
payments f o r  sho r t - t e rm road r e p a i r  c o n t r a c t s  wi'th ODR. 

7 )  Terms and c o n d i t i o n s  could  fo l low t h e  normal government 
c o n t r a c t i n g  procedures ,  i . e . ,  i ndexa t ion  of z a i r e  p o r t i o n ,  f u e l  
c o s t s ,  and f o r e i g n  expenses ,  and an i n i t i a l  payment of  up t o  4 0  
p e r c e n t ,  depending on s t a r t - u p  expenses .  C o n t r a c t o r s  complained 
t h a t  many c o n t r a c t  c l a u s e s ,  such a s  t h e  readjust .ment  of  overdue 
accounts  by s i x  p e r c e n t ,  favored  t h e  government a t  t h e  expense of 
t h e  c o n t r a c t o r s .  A l l  f e l t  t h a t  l a t e  payments should  be  
r e a d j u s t e d  by t h e  above indexes ,  o r  by a  market i n t e r e s t  r a t e  
formula.  Small f i r m s ,  such a s  eng inee r ing  companies, a r e  
sometimes r e q u i r e d  t o  pay up t o  30 p e r c e n t  of  t h e  c o n t r a c t  v a l u e  
up f r o n t  a s  a  performance bond which is p a i d  back a t  t h e  end of  
t h e  c o n t r a c t  i n  z a i r e s  w i th  no readjus tment .  The b i g g e s t  
compla in t  was t h a t  t h e r e  was no way t o  make ODR r e s p o n s i b l e  under  
t h e  te rms  of t h e  c o n t r a c t ,  a &  it s u f f e r e d  no p e n a l t y  i f  it f a i l e d  
t o  l i v e  up t o  i ts c o n t r a c t u a l  o b l i g a t i o n s .  

8 )  The g r e a t e s t  d i f f i c u l t y  encountered i n  o b t a i n i n g  t h e  
s u p p o r t  o f  t h e  p r i v a t e  s e c t o r  f o r  t h e  p r i v a t i z a t i o n  scheme was 
t h a t  none of  t h e  f i r m s  in te rv iewed s a i d  t h e y  would work on long- 
term p r o j e c t s  f o r  ODR wi thou t  g u a r a n t e e s  from t h l r d  p a r t i e s  (such 
a s  t h e  World Bank o r  USAID) t h a t  t h e y  would r e c e i v e  payments on 
schedule  f o r  work performed. The expe r i ence  of  many c o n t r a c t o r s  
i s  t h a t  ODR s imply does  n o t  pay i ts o b l i g a t i o n s  and t h e  c o n t r a c t s  
t h a t  it s i g n s  and g u a r a n t e e s  it g i v e s  a r e  w o r t h l e s s .  T h i s  p o i n t  
was a l s o  mentioned f r e q u e n t l y  by merchants who had p a r t i c i p a t e d  
i n  t h e  n a t t r i b u t a i r e n  ( c o n t r a c t o r )  system. Complaints were a l s o  
voiced  about  payments of  up t o  2 0  p e r c e n t  of  c o n t r a c t  v a l u e  
demanded by an  n in t e rmed ia ry*  i n  o r d e r  t o  be  s e l e c t e d  f o r  a  
p r o j e c t .  I t  must bm s a i d ,  however, t h a t  t h i s  p r a c t i c e  is n o t  
j u s t  a  problem of ODR, b u t  of  t h e  p u b l i c  s e c t o r  i.n g e n e r a l .  I t  
has  l e d  f i rma  i n  t h o  c o n s t r u c t i o n  i n d u s t r y  t o  work mainly i n  t h e  
p r i v a t e  s e c t o r  and avo id  government c o n t r a c t s .  

However, some f i r m s  a r e  beginning t o  work w i t h  ODR on 
l i m i t e d  p r o j e c t s ,  such  a s  t h e  r e p a i r  o f  t h e  Kikwit road.  The 
a t t i t u d e  o f  t h e s o  f i r m s  is t o  w a i t  and see. Some companies s a i d  
t h e y  would s t u d y  any p r o p o s a l s  made; i f  t h e y  can  bo c e r t a i n  t h a t  
payment w i l l  be made, t h e n  most o t h e r  p r o b l e m  can  be  r e so lved .  



VI. SUGGESTION8 FOR ADDITIONAL BTUDIEB 

A.  Road User Charges 

, A  useful exercise for the future is a road user charge 
study. The theoretical idea behind road user charges is that 
road users should pay for the wear and tear they cause to roads. 
More specifically, each vehicle, depending on its weight and 
number of its axles, should be charged for the cost of repairing 
the damage caused by its passage over the road. In practice, 
what this entails is calculating the number of vehicle 
kilometers, or better, axle/ton/kilometers passing over the 
highway network each year, and determining the cost of repairing 
the corresponding damage to the network. The costs of the damage 
must be calculated as a function of actual maintenance and 
rehabilitation costs. This cost is then divided over the vehicle 
fleet/kilometers to assess the amount each type of vehicle should 
Pay 

Once this theoretical exercise is completed, the next step 
is to compare the actual charges paid by road users with the cost 
of maintaining roads. Road users in Zaire pay numerous taxes, 
but apparently only the fqel tax goes to road maintenance. The 
analysis will indicate whether the fuel tax is sufficient or 
additional taxes should be levied. If the latter, the optimal 
form of collecting the charges will be determined, taking into 
consideration the efficiency of collection, equity, and 
incidence. For instance, trucks cause more damage than cars, but 
in most places pay less because trucks operators are able to 
pass additional charges on to consumers, whereas most auto owners 
can not. Forms of taxation will be evaluated within the Zairian 
social context to determine which are easiest to collect and 
offer fewer possibilities for fraud. The end result will be a 
proposal for the most appropriate means of collecting from road 
users the costs of maintaining the roads on which they travel. 

8 .  Road Invontorian 

This section and the next were requested specifically by 
U S A I D  to help in setting up future programs, and were prepared 
without the benefit of having assessed the status of the existing 
data base in Zaire. These sections are based on the consultant's 
experience. 

The elements making up the road network data base should be 
general. They should not require extensive budgets. They will 
not substitute for more detailed data gathering on specific road 



sections to be studied in the future. However, they should be 
sufficient to save consultant time and client money in the 
execution of future projects. 

1) M a ~ s .  Maps should be available for the road network 
showing the alignments of major roads, hydrographic, and 
topographic information, where available. Link-node maps should 
be prepared for the entire network with consistent codings for 
federal, regional, and feeder roads. These link numbers should 
form the basic references for the road inventory items to follow, 
as well as traffic counts. 

2) Road T m e q .  Roads should be classified according to 
surfacing characteristics, such as asphalt concrete, surface 
dressed, gravel or earth, as well as width, number of lanes, and 
shoulders. Soil conditions should be noted where possible. 

3) Dates. The dates of' construction and the last periodic 
maintenance applied to a road are useful for engineering and to 
help locate specific references on sections under study. 

4 )  Condltlo~ 
. . . A set of condition categories for each road 

type should be established based on engineering criteria. 
Because road conditions can change rapidly, these categories 
should be broad, but at the same time able to draw attention to 
road sections which are due for periodic maintenance or 
rehabilitation. 

5) Structures. An inventory of structures such as bridges 
per link should be compiled, with their physical characteristics 
and condition. 

6) Cost Information. A file should be organized on costs 
of past projects, both force account and contract, to assist in 
estimating the costs of future projects. 

7) m. Once the data base is set up, the only item 
requiring periodic updating is the condition survey, which 
ideally should be done annually following each rainy season. 

8) Finally, a set of design criteria should be established 
for each typm of road and for structures, taking into account 
axle loads and traffic volumae as well as climat,ic and other 
physical conditions to guide engineera and contractors. 



C. Traffic Counts 

1) Classification Counts. Classification counts are done 
3anually and record the numbers of each type of vehicle moving in 
each direction past a certain polnt. They are easy to do and 
compile, as well as organize. The first step is to locate 
counting stations on the higher volume road network and organize 
the counting teams. Counts should be done daily over a two to 
three week period once a year, and then for a week every two to 
three months. The dates and stations should not change in order 
to make the data consistent. If done regularly, an excellent 
traffic data base can be built up. 

2) Movina Observer Counts. On lower volume roads with a 
few vehicles a day, it is suggested that moving observer counts 
be used. These are done from a car and extrapolate the daily 
traffic from the time over which the count was done and the 
vehicles observed. This can be done in conjunction with road 
condition survey updating, thus saving considerable expense. 
Villagers can also be asked how many vehicles passed their 
village during the day to check the moving observer count 
figures. 

3 )  Machine Counts. If used at all, machine counts should 
be done only on high volume roads between major centers, such as 
Kinshasa and Hatadi. Their advantage is that they collect data 
over 24 hour periods. Their disadvantage 1.s that the machines 
are susceptible to pilfering and vandalism (the rubber tubes make 
good slingshots) and require some skill and. constant attention to 
change tapes and batteries. For this reason, they are generally 
not recommended, especially where labor is inexpensive and 
unskilled. 

4 )  Q r i c r i n l D e s W o n  S u m e v s  
. . . In the opinion of this 

consultant, origin/destination surveys would be a waste of time 
and money in Zaire. First, because the traffic volumes are 
generally low, meaning that surveys would have to be done over 
long periods to obtain statistically meaningful results. Second, 
similar information can be obtained more easily from the 
classification counts and interviews with merchants and shippers. 
Because O/D surveys are rather complicated in their execution and 
require sophisticated data processing techniques, they are not 
suited for regular use in many developing countries. 

5) Axl. Sunrev@. This kind of survey is very 
important for road dasign and planning maintenance activities, as 
the axla vaights detannina the rate at which tho detarioration of 
roads will take placa. This survay can be done once and then 
repaated only vhan that@ is reason to beliave that ax18 loadings 
hava chanqad. Scales can ba portable and only require a solid 
concrete or asphalt surfaca for operation. 



TABLE 1 I N P U T S  FOR ARTICULATED TRUCK 

I N P U T  DATA 

VEHICLE CLASS : ARTICULATED 
TARE WEIGHT. 
LOAD CARRIED.  
MAXIMUM USED D R I V I N G  POWER. 
MAXIMUM USED B R A K I N G  POWER. 
SURFACE T Y P E - S P E C I F I C  D E S I R E D  
AERODYNAMIC DRAG C O E F F I C I E N T .  
PROJECTED FRONTAL AREA. 
CALIBRATED ENGINE SPEED. 
ENERGY-EFFICIENCY FACTOR. 
FUEL ADJUSTMENT FACTOR. 

TRUCK 
KG 
KG 
METRIC HP 
METRIC HP 

SPEED. KM/HOUR 
DIMENSIONLESJ 
M A 2  
RPM 
DIMENSIONLESS 
DIMENSIONLESS 

NUMBER OF T I R E S  PER V E H I C L E .  # 
WEARABLE VOLUME OF RUBBER PER T I R E .  D M ^ ~  
RETREADING COST PER NEW TIRE COST. FRACTION 
MAXIMUM NUMBER OF RECAPS. DIMENSIONLESS 
CONST. TERM OF T I R E  CONSUMPTION MODEL. D M ^ ~ / M  
TIRE WEAR C O E F F I C I E N T .  10E-3 D M A 3 / j - M  

AVERAGE ANNUAL UTILIZATION. KM 
AVERAGE ANNUAL UTILIZATION. HOURS 
HOURLY UTILIZATION RATIO. FRACTION 
AVERAGE S E R V I C E  L I F E  OF V E H I C L E .  YEARS 
USE CONSTANT S E R V I C E  L I F E  ? FLAG: 1-YES 0-NO 
AVERAGE LIFE KILOMETRAGE OF VEHICLE. 10) 



TABLE 2 I N P U T S  FOR BANDUNDU MERCHANT TRUCK 

I N P U T  DATA 

VEHICLE CLASS : MEDIUM TRUCK 
TARE WEIGHT. KG 
LOAD CARRIED. KG 
MAXIMUM USED D R I V I N G  POWER. METRIC HP 
MAXIMUM USED BRAKING POWER. METRIC HP 
SURFACE TYPE-SPECIFIC DESIRED SPEED. KM/HOUR 
AERODYNAMIC DRAG COEFFICIENT.  DIMENSIONLESS 
PROJECTED FRONTAL AREA. MA2 
CALIBRATED ENGINE SPEED. RPM 
ENERGY-EFFICIENCY FACTOR. DIMENSIONLESS 
FUEL ADJUSTMENT FACTOR. DIMENSIONLESS 

NUMBER OF T I R E S  PER VEHICLE. # 
WEARABLE VOLUME OF RUBBER PER T IRE.  DMA3 
RETREADING COST PER NEW T I R E  COST. FRACTION 
MAXIMUM NUMBER OF RECAPS. DIMENSION LESS 
CONST. TERM OF T I R E  CONSUMPTION MODEL. DMA3/M 
TIRE WEAR COEFFICIENT. 10E-3 D n A 3 / J - M  

AVERAGE ANNUAL UTILIZATION. KM 
AVERAGE ANNUAL U T I L I Z A T I O N .  HOURS 
HOURLY U T I L I Z A T I O N  RATIO. FRACTION 
AVERAGE SERVICE L I F E  OF VEHICLE. YEARS 
USE CONSTANT SERVICE L I F E  ? 0-NO 
AVERAGE L I F E  KILOMETRAGE OF VEHICLE. KM 

NEW VEHICLE PRICE.  
FUEL COST. 
LUBRICANTS COST. 
NEW TIRE COST. 
CREW TIME COST. 
MAINTENANCE LABOR COST. 
ANNUAL INTEREST RATE. 



TABLE 3 I N P U T S  FOR SHABA F I S H  MERCHANT TRUCK 

VEHICLE CLASS : MEDIUM TRUCK 
TARE WEIGHT. 
LOAD CARRIED. 
MAXIMUM USED D R I V I N G  POWER. 
MAXIMUM USED BRAKING POWER. 
SURFACE TYPE-SPECIFIC DESIRED 
AERODYNAMIC DRAG COEFF IC IENT .  
PROJECTED FRONTAL AREA. 
CALIBRATED ENGINE SPEED. 
ENERGY-EFFICI ENCY FACTOR. 
FUEL ADJUSTMENT FACTOR. 

INPUT DATA 

KG 
KG 
METRIC HP 
METRIC HP 

SPEED. KM/HOUR 
DIMENSIONLESS 
MA2 
RPM 
DIMENSIONLESS 
DIMENSIONLESS 

NUMBER OF T I R E S  PER VEHICLE .  # 
WEARABLE VOLUME OF RUBBER PER T I R E .  D M * ~  
RETREADING COST PER NEW T I R E  COST. FRACTION 
MAXIMUM NUMBER OF RECAPS. DIMENSIONLESS 
CONST. TERM OF T I R E  CONSUMPTION MODEL. D M * ~ / M  
TIRE WEAR COEFF IC IENT .  l o € - 3  D M * ~ / J - M  

AVERAGE ANNUAL U T I L I Z A T I O N .  KM 
AVERAGE ANNUAL UTILIZATION. HOURS 
HOURLY U T I L I Z A T I O N  RATIO.  FRACTION 
AVERAGE SERVICE LIFE OF VEHICLE. YEARS 
USE CONSTANT SERVICE L I F E  ? 0- NO 
AVERAGE L I F E  KILOMETRAGE OF VEHICLE.  KM 

NEW V E H I C L E  PRICE .  
FUEL COST. 
LUBRICANTS COST. 
NEW TIRE COST. 
CREW TIME COST. 
MAINTENANCE LABOR COST. 
ANNUAL INTEREST RATE. 



TABLE 4 RESULTS FOR ARTICULATED TRUCK ON R E H A B I L I T A T E D  ROAD 

- RCAD C H A R A C T E R I S T I C S  AND VEHICLE  TYPE : 

SURFAC TYPE REHABILITATE PAVE ROAD 
A V E R A G E  ROUGHNESS. M/KM I R I  
A V E R A G E  POS~TIVE GRADIENT. % 
AVERAGE NEGATIVE GRADIENT. % 
PROPORTION OF U P H I L L  TRAVEL.  % 
AVERAGE HORIZONTAL CURVATURE. DEG/KM 
AVERAGE SUPERELEVATION.  FRACTION 
ALTITUDE OF TERRAIN. M 
EFFECTIVE NUMBER OF LANES. 

VEHICLE CLASS : ARTICULATED TRUCK 

- PHYSICAL QUANTITIES PER 1000 VEHICLE-KM : 

FUEL CONSUMPTION. 
LUBRICANTS CONSUMPTION. 
TIRE WEAR. 
CARGO HOLD1 NG. 
MAINTENANCE LABOR. 
MAINTENANCE PARTS.  
DEPRECIATION. 
INTEREST. 

LITERS 
LITERS 

# OF E Q U I V A L E N T  NEW T I R E S  
HOURS 
HOURS 

% .OF NEW V E H I C L E  P R I C E  
% O F  NEW V E H I C L E  P R I C E  
% OF NEW V E H I C L E  P R I C E  

- VEHICLE SPEED : KM/HOUR 

- VEHICLE OPERATING COSTS PER 1000 VEHICLE-KM : 

FUEL. 
LUBRICANTS. 
TIRES. 
CREW TIME. 
MAINTENANCE LABOR. 
MAINTENANCE PARTS. 
DEPRECIATION. 
INTEREST. 
TOTAL 



TABLE 5 RESULTS FOR ARTICULATED TRUCK ON DETERIORATED ROAD 

- ROAD CHARACTERISTICS AND VEHICLE TYPE : 

SURFACE TYPE. DETERIORATED PAVED ROAD 
AVERAGE ROUGHNESS. M/KM I R I  

% 
10.00 

AVERAGE P O S I T I V E  GRADIENT. 
AVERAGE NEGATIVE GRADIENT. % 

6.00 
6.00 

PROPORTION OF U P H I L L  TRAVEL. % 10.00 
AVERAGE HORIZONTAL CURVATURE. DEG/KM 20.00 
AVERAGE SUPERELEVATION. FRACTION 0.00 
ALTITUDE OF TERRAIN. M 500.00 
EFFECTIVE NUMBER OF LANES. MORE THAN ONE 

VEHICLE CLASS : ARTICULATED TRUCK 

- PHYSICAL  QUANTIT IES PER 1000 VEHICLE-KM : 

FUEL CONSUMPTION. 
LUBRICANTS CONSUMPTION. 
TIRE WEAR. 
CREW TIME. 
MAINTENANCE LABOR. 
MAINTENANCE PARTS. 
DEPRECIATION. 
INTEREST. 

- VEHICLE SPEED : 

LITERS 
LITERS 

# OF EQUIVALENT NEW T I R E S  
HOURS 
HOURS 

% OFhNEW VEHICLE PRICE 
# OF NEW VEHICLE PRICE 
# OF NEW VEHICLE P R I C E  

- VEHICLE OPERATING COSTS PER 1000 VEHICLE-KM : 

INTEREST. 
TOTAL 



T A B L E  6 RESULTS FOR BANDUNDU MERCHANT ON I M P R O V E D  ROAD 

- ROAD CHARACTERISTICS AND VEHICLE TYPE : 

SURFACE TYPE. IMPROVED UNPAVED ROAD 
AVERAGE ROUGHNESS. M/KM I R I  
AVERAGE P O S I T I V E  GRADIENT.  % 
AVERAGE NEGATIVE GRADIENT. % 
PROPORTION OF UPHILL TRAVEL. % 
AVERAGE HORIZONTAL CURVATURE. DEG/KM 
AVERAGE SUPERELEVATION. FRACTION 
ALTITUDE OF TERRAIN.  M 
EFFECTIVE NUMBER OF LANES. 

VEHICLE CLASS : MEDIUM TRUCK 

- PHYSICAL QUANTIT IES  PER 1000 VEHICLE-KM : 

FUEL CONSUMPTION. 
LUBRICANTS CONSUMPTION. 
TI RE WEAR. 
CREW T I M E .  
MAINTENANCE LABOR. 
MAINTENANCE PARTS. 
DEPRECIATION. 
INTEREST. 

- VEHICLE SPEED : 

LITERS 
L.ITERS 

# OF EQUIVALENT NEW T I R E S  
HOURS 
HOURS 

% OF NEW V E H I C L E  P R I C E  
% OF NEW V E H I C L E  P R I C E  
% OF NEW V E H I C L E  P R I C E  

- VEHICLE OPERATING COSTS PER 1000 VEHICLE-KM : 

FUEL. 
LUBRICANTS. 
TIRES. 
CREW TIME. 
MAINTENANCE LABOR. 
MAINTENANCE PARTS. 
DEPRECIATION. 
INTEREST. 
TOTAL 



TABLE 7 RESULTS FOR BANDUNDU MERCHANT ON DETERIORATED ROAD 

- ROAD CHARACTERISTICS AND VEHICLE TYPE : 

SURFACE TYPE. 
AVERAGE ROUGHNESS. 
AVERAGE POSITIVE GRADIENT. 
AVERAGE NEGATIVE GRADIENT. 
PROPORTION OF U P H I L L  TRAVEL. 
AVERAGE HORIZONTAL CURVATURE. 
AVERAGE SUPERELEVATION. 
ALTITUDE OF TERRAIN. 
EFFECTIVE NUMBER OF LANES. 

DETERIORATED UNPAVED ROAD 
M/KM I R I  
111 
111 
111 
DEG/KM 
FRACTION 
M 

VEHICLE CLASS : MEDIUM TRUCK 

- PHYSICAL QUANTITIES PER 1000 VEHICLE-KM : 

FUEL CONSUMPTION. 
LUBRICANTS CONSUMPTION. 
TIRE WEAR. 
CREW TIME. 
MAINTENANCE LABOR. 
MAINTENANCE PARTS. 
DEPRECIATION. 
INTEREST. 

LITERS 
LITERS 

# OF EQUIVALENT NEW T I R E S  
HOURS 
HOURS 

111 OF*NEW VEHICLE PRICE 
% O F  NEW VEHICLE PRICE 
111 OF NEW VEHICLE P R I C E  

- VEHICLE SPEED : ~IHOUR 

- VEHICLE OPERATING COSTS PER 1000 VEHICLE-KM : 

FUEL. 
LUBRICANTS. 
TIRES. 
CREW TIME. 
MAINTENANCE LABOR. 
MAINTENANCE PARTS. 
DEPRECIATION. 
INTEREST. 
TOTAL 



T A B L E  8 RESULTS FOR SHABA F I S H  MERCHANT ON 
R E H A B I L I T A T E D  ROAD 

- ~ 

- ROAD CHARACTERISTICS AND VEHICLE  TYPE : 

SURFACE TYPE. IMPROVED UNPAVED ROAD 
AVERAGE ROUGHNESS. M/KM I R I  1.80 
AVERAGE POSITIVE GRADIENT. % 5.00 
AVERAGE NEGATIVE GRADIENT. % 5.00 
PROPORTION OF UPHILL TRAVEL. % 20.00 
AVERAGE HORIZONTAL CURVATURE. DEG/KM 20.00 
AVERAGE SUPERELEVATION. FRACTION 0.00 
ALTITUDE OF TERRAIN. M 500.00 
EFFECTIVE NUMBER OF LANES. ONE 

VEHICLE CLASS : MEDIUM TRUCK 

- PHYSICAL QUANTITIES PER 1000 VEHICLE-KM : 

FUEL CONSUMPTION. 
LUBRICANTS CONSUMPTION. 
TIRE WEAR. 
CREW T IME.  
MAINTENANCE LABOR. 
MAINTENANCE PARTS. 
DEPRECIATION. 
INTEREST. 

LITERS 
LITERS 

# OF EQUIVALENT NEW T I R E S  
HOURS 
HOURS 

% b~ NEU VEHICLE PRICE 
% OF NEW VEHICLE PRICE 
% OF NEW VEHICLE PRICE 

- VEHICLE SPEED : KM/HOUR 

- VEHICLE OPERATING COSTS PER 1000 VEHICLE-KM : 

FUEL. 
LUBRICANTS. 
TIRES . 
CREW T IME.  
MAINTENANCE LABOR. 
MAINTENANCE PARTS. 
DEPRECIATION. 
INTEREST. 
TOTAL 



TABLE 9 RESULTS FOR SHABA F I S H  MERCHANT ON 
DETERIORATED ROAD 

- ROAD CHARACTERISTICS AND VEHICLE TYPE : 

SURFACE TYPE. DETERIORATED UNPAVED 
AVERAGE ROUGHNESS. M/KM I R I  
AVERAGE P O S I T I V E  GRADIENT. % 
AVERAGE NEGATIVE GRADIENT. % 
PROPORTION OF U P H I L L  TRAVEL. % 
AVERAGE HORIZONTAL CURVATURE. DEG/KM 
AVERAGE SUPERELEVATION. FRACTION 
ALTITUDE OF TERRAIN. M 
EFFECTIVE NUMBER OF LANES. 

VEHICLE CLASS : MEDIUM TRUCK 

- PHYSICAL QUANTITIES PER 1000 VEHICLE-KM : 

FUEL CONSUMPTION. 
LUBRICANTS CONSUMPTION. 
TIRE WEAR. 
CREW TIME. 
MAINTENANCE LABOR. 
MAINTENANCE PARTS. 
DEPRECIATION. 
INTEREST. 

- VEHICLE SPEED : 

LITERS 
LITERS 

# OF EQUIVALENT NEW T I R E S  
HOURS 
HOURS 

% OF'NEW VEHICLE PRICE 
% OF NEW VEHICLE PRICE 
% OF NEW VEHICLE PRICE 

- VEHICLE OPERATING COSTS PER 1000 VEHICLE-KM : 

FUEL. 
LUBRICANTS. 
TIRES. 
CREW TIME. 
MAINTENANCE LABOR. 
MAINTENANCE PARTS. 
DEPRECIATION. 
INTEREST. 
TOTAL 



APPENDIX A 
LIST OF ORGANIZATIONS CONTACTED 

NAME TYPE LOCALITY 

Lubumbashi 

Likasi 
Bandunduville 

Lusekele 
Kikongo-Tango 
Bulungu 
Idiofa 

Kikwit 

Lusanga 
Masi-Manimba 

Kinshasa 

GMS-INTER 
Mutila 
Mutombo 
Frigomero 
Kashiba wa Kashiba 
Nicaza 
Katebe Kinsala 
Merzario 
Agetraf 
Syntext in 
Tabazaire 
Simba Beer 
Fina Zaire 
Division Reg. de Transport 
M. Forrest 
Swanspoel 
ANEZA 
SOBRABAND 
KANUS 
Chambre Froide Moule 
Service Reg. de Recouvrement 
Division Reg. de Transport 
C.A.L. 
Ferme Ngiama 
Ets.Fernandes 
DPP 
COMBILIM 
Ets.Bitshi 
PADR 
Ets. Musandj i 
Ets. Mukimi 
Intervood 
Noqe i ra 
Societe Bale-Card 
JOPAL 
MBOLIAKA 
PLZ 
Ets . SAMPEDRO 
SGPI 
Orion-Zaire 
Transport Routier du Zaire 
Transtshikem 
Transmac 
Trans-Zaire 
CADIC 
SAFRICAS 
M.K. 
M. D. ZAIRE 

4-39 

Transport,Merchant . 
Fish Merchant 
Fish Merchant 
Fish Merchant 
Fish Merchant 
Trucking 
Fish Merchant 
Trucking 
Freight Forwarder 
Textile Factory 
Cigarette Factory 
Brewery 
Petroleum Products 
Government 
Construct ion 
Construction 
Ch . Commerce 
Brewery 
Merchant 
Cold Storage 
Tax Collection 
Government 
Agr. Extension 
Merchant 
Merchant,Transporter 
Cooperative 
Food Processing 
Merchant 
Merchant 
Merchant 
Merchant 
Merchant,transporter 
Merchant 
Merchant 
Merchant 
Merchant 
Palm Oil 
Merchant 
Palm Oil 
Trucking 
Trucking 
Trucking 
Trucking 
Trucking 
Engineering 
Construction 
Trucking 
Construction 



APPENDIX B 
INTERV I m FORMS 

FIRME DE CAMIONAGE 

RAISON SOCIALE LOCALITE 

N. DE CAMIONS REMORQUES 

MARQUES 2 ESSIEUS 4+ESSIEUS 

AGE MOYENNE ANS KM/AN POIDS/CHARGE 

DISPONABILITE D' EQUIPMENT FINANCEMENT 
- - 

KM/PNEUMATIQUE 

PROPRIETAIRE DE GARAGE ENTREPOT,- 

SALAIRE DE CHAUFFEUR/MOIS MECANICIEN-- 

PRODUIT DESTINATION TONS.AN TAUX TEMPS DE VOYAGE 

CHARGE DE RETOUR 

CONCURRANCE 

CONTRAT 

COUTES POUR VOYAGE 

AUTRES COUTS,IMPOTS 

ASSURANCE 

AUTRES PROBLEMS, DELAIS, ROUTE 

E FFET DES AUGHENTATIONS DE CARBURANT 

EXPEDITXJR/ INDUSTRIE 

RAISON SOCIALE mCALITE 

PRODUITS 



COMMENT ENVOYE 

MODE DE TRANSPORT 

PRODUCTION 1989 

CAPACITE INSTALLE 

DESTINATION MODE COUT/TON TEMPS DE VOYAGE DISTANCE 

MATIERES PREMIERES ORIGIN MODE COUT/TON DISTANCE 

CAMIONS : 

CONTRAT OU PROPRES 

CONCURRENCE 

PROBLEMS 
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.. 
ROAD MAINTENANCE: 

AN ANALYSIS OF REGIONAL MANAGEMENT AND FINANCING 

I. INTRODUCTION 

A. Background to the Study 

USAID and other donors providing assistance to the roads 
subsector in Zaire have become increasingly concerned over the 
sustainability of the nation's road network. Irregular and 
inadequate maintenance of the entire road system has been a 
persistent problem since independence. More recently, a dramatic 
decline in the quality of road services has prompted nev 
initiatives in financial and institutional policy reforms by the 
Government of Zaire (GOZ), assisted by the donor community, 
principally USAID and the World Bank. 

Overly-centralized institutions responsible for the finance 
and management of Zaire's vast road network have been a major 
part of the problem. Recent efforts to organize a more 
decentralized system for the management of the country's 
agricultural feeder roads shov an increasing avareness of this 
issue. Recognizing the vital importance of more decentralized 
modes for road subsector. management and finance, USAID/Zaire 
requested assistance from the Decentralization: Finance and 
Management Project (DFH), an A.I.D./Washington (S&T/RD) sponsored 
activity designed to address institutional and public finance 
issues regarding rural infrastructure maintenance. In July and 
August of 1989 a three person DFH team visited Zaire and prepared 
a report analyzing the institutional factors in the provision and 
production of decentralized road maintenance services, including 
an assessment of the fiscal systems in the regions of Shaba and 
Bandundu. The report also included a number of recommendations 
for the regionalization of road maintenance finance and 
management, focusing on the improvement of regional planning, 
programming, and budgeting; and regional revenue mobilization and 
financial management. 

Since then USAID has undertaken the design of a major 
Transport Reform Program (TRP). A Program Assistance Initial 
Proposal (PAIP) was prepared by Mission personnel in Kinshasa and 
submitted for A.I.D/Washington review in November 1989. The 
proposal called for the generation of local currency counterpart 
funds (CPP) through USAID-funded fuel imports. The commodity 
import program would provide leverage for policy reforms to 
improve collection performance of fuel tax revenues, a portion of 
which are used to finance road maintenance and rehabilitation. 
The supply of needed foreign exchange for the importation of 



petroleum products and relief to balance of payments deficits 
would also provide incentives to the Government of Zaire (GOZ) to 
institute these reforms. The CPF generated through the sale of 
U.S.-subsidized fuel would be used to fund targeted road 
maintenance and rehabilitation works, as well as technical 
assistance, training, and commodities to assist in institutional 
reforms within the roads bureaucracy at regional and local 
government levels and in private sector development initiatives. 

The PAAD design strategy involves a series of specific 
sectoral analyses and studies on the fuel subsector, 
the transport sector, and the roads subsector. The present study 
on regional road management and finance is included among the 
pre-PAAD analyses. This report was prepared over a five week 
period from February 22 through Harch 30, 1990 by a three person 
team provided through Dml including two members of the original 
team who prepared the decentralized finance and management study 
of August 1989. 

8. Objectives 

The primary objectives of this DFM assignment were to: 

. analyze the capabilities of regional Zairian 
organizations to collect and manage revenues dedicated 
to road maintenance (RDNT) activities; 

propose organizational and institution options for 
financing and managing resources for RDHT on a 
decentralized basis; 

develop programmatic recommendations for USAID 
technical and financial assistance to regional level 
institutions in the areas of programming, budgeting, 
contracting, and inspection of road works as well as in 
local resource mobilization and administration as a 
b a s h  for future development of more effective and 
sustainable decentralized mode. of road maintenance. 

C. Approauh and Hathodology 

At the central level, the DFH team reviewed existing 
documentation related to the transport sector, with special 
emphasis on road maintenance, and conducted interviews with 
officials in the primary GO2 organizations involved in the road 
subsector. At the national level the team focused on (1) the 
organization of national program. for RDHT, including the ongoing 



discussions on restructuring of Office de ~outes ( O D R ) ;  (2) 
resource levels and disbursement modalities for RDMT activities 
by SNRDA and ODR;  and (3) financial management mechanisms for the 
transfer and control of funding for RDMT activities implemented 
at the regional level by ODR and SNRDA. The DFM team also 
reviewed the status of fiscal policy reform and decentralization 
initiatives underway at the national level. 

The DFX team made separate trips to Lubumbashi from March 2- 
9 and to Bandundu Ville from March 12-15. At the regional level, 
the following six points were explored through interviews with 
regional political and administrative authorities, senior staff 
of road subsector organizations, and representatives of 
legislative bodies. 

1) status of regional RDMT programming, budgeting and 
financial management; 

2) resource availability and regionap priorities for RDMT; 

3) financial management capabilities of regional 
institutions; 

4) options for organizing financing for RDMT using 
regional funds, Executive Council resources, ODR and 
SNRDA budgets, and donor funds; 

5 )  institutional framework for regionalized RDMT program; 

6) technical assistance and training needs. 

A. Overview 

Although the deterioration of Zaire's road infrastructure 
has been a continual and progressive process, there has been 
excessively rapid degradation of the principal arteries over the 
past three years which has entailed punishingly high costs to the 
nation's economy. External (and to a certain extent internal) 
financing of road works in Zaire has continued throughout the 
crisis period which began in 1987. These resources have 
permitted the survival of the road organizations but have been 
insufficient to produce adequate levels of maintenance. The 
causes of this crisis have been analyzed through the concerted 
efforts of the donor community and determined to be principally 
financial and institutional. Orientations for the major reforms 
needed to address the financial and institutional problems have 



been identified but have yet to be instituted to any significant 
extent. 

The gravity and complexity of the situation warrants careful 
study. Truncated analyses and quick-fix solutions will not 
resolve the problems. There is agreement on a certain number of 
measures, some of which are planned to be carried out in the near 
term. The priority measures are principally financial and 
concern the allocation of Zairian fiscal resources, mainly from 
the fuel tax, to the public organizations responsible for the 
road subsector: Office des Routes (ODR) and the Service National 
de Routes de Desserte Agricole (SNRDA). 

Since August of last year improvements have been observed in 
the collection of the fuel tax' as well as the transfers of a 
portion of these revenues to ODR and SNRDA. The World Bank has 
determined that, as a minimum, the GOZ must allocate 7.8 billion 
zaires from the national investment budget and 18.9 billion 
zaires from fuel tax revenues to ODR during fiscal year 1990 in 
order to allow the organization to regain an acceptable financial 
position. Without this minimum level of internal financing, the 
Bank believes that additional reforms under consideration for ODR 
will be ineffective. Fuel tax receipts of 1.6 billion zaires for 
the first part of 1990 have been recorded, but continued progress 
will depend on a regular supply of petroleum products and regular 
payment by the government for its fuel consumption. 

B. ODR National Institutional Raform Efforts 

The Technical Audit of ODR financed by the World Bank and 
USAID (March 1989) laid much of the groundwork for the 
institutional reforms presently under discussion. A recently 
completed three month study (BCEOM, February 1990) has resulted 
in a "Transitional Programn for the period 1990 to 1992. This 
program focuses on the reorganization of ODR and the 
rehabilitation and maintenance of major sections of the national 
priority road netvork. The major components of the proposed 
institutional reform include: 

. a substantial reduction in pecsonnel; 

the gradual elimination of force account work and a 
corresponding increase in private sector contracting; 

' The details of the numerous problems concerning the fuel 
tax will not be discussed here. Annex 2 of the PAAD is dedicated 
to an analysis of the fuel sector and the implications for the 
fuel tax. 



. the transformation of the equipment management division 
(SGMTP) into a private operation for the purpose of 
leasing heavy equipment to private sector contractors: 

. the transformation of the national public works 
laboratory (LNTP) into an independent entity providing 
services to the public and private sectors on a paying 
basis; 

the design and implementation of new management systems 
for programming, budgeting, accounting, contracting, 
etc; 

. the preparation of a roads master plan which will 
provide the basis for future road works as of 1993. 

It is unclear at this point how the different elements of 
this comprehensive blueprint for the reorganization of ODR will 
evolve and which will be retained, rejected, and/or modified. 
Most of its components will require detailed studies to define 
the operational modalities of the various transformations 
proposed. These studies will take considerable time to complete 
and therefore the thfee year time frame of the program would 
appear unreasonable. 

The investments in road works during the period 1990-1992 
proposed under the transitional program are based on a number of 
strategic and economic criteria. The application of these 
criteria to the various roads comprising the 58,385 km under the 
official ODR mandate provided the basis for the identification of 
a core network consisting of about 11,000 km of primary and 8,000 
km of secondary roads, as well as the economic rationale for 
prioritizing both the individual roads and the type of 
maintenance, rehabilitation, or repair yielding the highest 
economic return. Selection was then made on the basis of the 
potential availability of financial resources using two 
alternative scenarios. 

A more thorough discussion of ODR and its program of 
reform measures can be found in Annex 3. 

5-5 



C. BNRDA Feeder Roads Program 

SNRDA provides services for the rehabilitation and 
maintenance of the nation's 87,000 km feeder road network.= Of 
this total network, approximately 31,500 km have been inventoried 
with some information available on state of structures and 
ferries, although little is known about drainage and surface 
conditions of these roads. 

The principal shortcomings of SNRDA activities to date can 
be summarized as follows: 

insufficiency and irregularity of funding; 

problems of contractor selection; 

inadequate contractor inspection and control. 

The last item relates to technical services provided by ODR 
on which the SNRDA program heavily relies. This problem remains 
unresolved. 

Much progress has been made under the SNRDA program since 
its inception in 1987, especially in the area of contracting 
authority. For the most part, the selection process for road 
sections and potential contractors has been delegated to regional 
and local authorities with a leading role for popular 
participation. These are positive signs in the development of 
decentralized capacity for the provision of road maintenance 
services, which can serve as the basis for further progress in 
this area. 

Donor support to SNRDA feeder road maintenance and 
improvement is underway with UNDP technical assistance and a 
planned pilot project under World Bank funding. The proposed 
Pilot Project for Agricultural Feeder Roads is a four year 
project (1991-1994) focusing on two areas of important cotton 
production and another area in which an integrated rural 
development center (sponsored by the non-governmental 
organization, CDI Bwamanda) has shovn considerable progress in 
its production activities. The project will focus on a mix of 
manual maintenance and more intensive rehabilitation works 
including tho us. of light and heavy machinery carried out by 
local contractors. 

- Annex 3, provides a completo description of SNRDA 
history, accomplishments and problems to date. 



The project proposes to finance the maintenance of 7,365 kzt 
of roads, the repair and rehabilitation of an additional 2,060 
km, the rehabilitation and reconstruction of 267 bridges, and 
maintenance of 299 bridges over the four year period, for a total 
dollar cost of $20.8 million. UNDP will provide training and 
technical assistance to experiment with appropriate technologies, 
develop technical standards for low traffic feeder roads, and 
measure socio-economic and environmental impacts of project 
interventions. The development of more realistic price 
structures for the maintenance and repair of these local roads 
and increased competition among contractors are also objectives 
of the proj ect .- 

Although a number of interesting approaches and 
interventions through existing agribusinesses and non- 
governmental organizations (NGOs), such as CDI Bwamanda, are 
planned under the project, there appears to be no assessment of 
why roads have deteriorated in these important cash crop 
production areas and, consequently, what provisions should be 
made for the sustained maintenance of the rehabilitated roads. 
In addition, local government participation in project activities 
receives little attention. The design proposes that maintenance 
contracts include provision for the enforcement of road use 
regulations, without considering the legalities of such an 
arrangement. Although the regulation of road use may offer 
substantial benefits in terms of road surface sustainability, 
empowering private contractors to enforce these rules may give 
rise to serious complications. Devising and instituting cost- 
effective means of regulating road use will require the active 
participation of the road organizations, local government 
officials, road users, and populations in the concerned areas. 

The pilot project proposes contracting procedures for major 
contractors which are more centralized than those presently 
practiced by the GOZ. It is suggested that technical 
specifications for tender documents and contract specifications 
be prepared by SNRDA with ODR assistance at the regional or local 
level as the basis for contracts which would be prepared and 
negotiated at the national level in Kinshasa and then signed by 
the regional governor actinq in the place of the SNRDA national 
director. Furthermore, payments to major contractors would be 
made by the governors only after authorization following 
verification of inspection reports at the national level. 
Although contracting authority for small and medium size 
contractors would reside at the regional level, the method of 
payment (authorization from Kinshasa required) would be the same 
as for larger contracts. It is unclear why the decentralized 
modes of contract and financial management instituted since 
August of 1989 will not be practiced under this project. 



D. The Maintenance Gap 

There has been a great deal of discussion concerning road 
classification and the assignment of management responsibility 
for various classes of roads to the different public 
organizations and levels of government. The entire road network 
of the country is estimated at 145,000 km. As stated above, the 
official classification establishes ODRfs responsibility for 
approximately 58,000 km of national, regional priority, and 
regional secondary roads. There is general consensus concerning 
the urgent need for ODR to focus on a reduced network of 
approximately 19,000 km of the most economically beneficial roads 
(at least for immediate attention under the transitional 
program). This argument is based on economic criteria (11,000 h 
of national roads carry 78 percent of total traffic and 8,000 k z ~  
of regional roads carry 18 percent) and it is a sound judgment 
from a management and financial perspective --.concentrate scarce 
financial resources to perform good quality work on a manageable 
network, rather than diffuse efforts on a larger network. 

The restriction of the ODR mandate makes good sense; it 
should become a permanent state of affairs for the national 
headquarters of this organization, even in the event of a 
significant improvement in ODRfs management ability. At the 
other end of the spectrum of the Zairian road network are 87,000 
km of lower standard, low-traffic agricultural feeder roads. The 
responsibility for management of these roads has been given to 
SNRDA since its creation in 1987. If the ODR program over the 
next three to five years is to concentrate principally on the 
19,000 h (or some approximate number) of national priority 
roads, there remains an intermediary network of some 40,000 km 
which may be neglected during this period. Although less 
important in terms of economic benefits when compared with 
national priority roads, this rather hefty chunk of the road 
network falls into what can be called the "maintenance gap.If 

The purpose of identifying the maintenance gap is not to 
suggest that the ODR transitional program be expanded beyond the 
most economically important roads nor to encourage an increase of 
the mandate of SNRM. It is uaeful, however, in determining the 
future of ODR institutional reform and in highlighting the 
importance of broader institutional reforms concerning the role 
of the territorial administration and local citizens in the 
management and finance of an important part of the country's road 
system. This secondary road netvork is of great significance for 
the development of local economies and is an integral part of the 
total transportation infrastructure vhich should be maintained. 



E. Emphasis on Regional and Local Institutions 

The DFM report of September 1989 analyzed the existing 
institutional framework for road subsector finance and manaqement 
and concluded that regional and local institutions other than ODR 
and 9NRDA were playing an increasingly important role in the 
provision of road maintenance and rehabilitation services. 
Because of the weakness of regional and local fiscal capacity, 
the report also concluded that reliance on national and external 
financial resources would be required for some time to come. A 
general orientation was proposed for granting more regional 
autonomy in planning, programming, and budgeting, as well as 
oversight and control of road subsector activities. This 
orientation may provide the beginnings of a solution to the 
maintenance gap. The specific proposal for a pilot intervention 
at the regional level contained in this study suggests the 
devolution of authority to regional institutions for the 
management of the regional road network. 

The World Bank provides the largest amount of funding to the 
road subsector in Zaire and plays an important role in 
influencing national policy decisions. Recent documents prepared 
by World Bank officers including the Aide-Memoire of March 8, 
1990 demonstrate increasing concern for and support of 
decentralization as an essential component of institutional 
reform. As a precondition to the design of a major transport 
sector project to follow the existing Sixth Highway Project, the 
Bank has called for the preparation of a preliminary program for 
increasing responsibilities of regional institutions in the 
finance and manaqement of the regional interest network. 

The I8Limited Highway Subsector Reviewm (February 1990), also 
prepared under World Bank auspices, calls for the active pursuit 
of decentralization in highway manaqement and recommends 
guaranteeing each region a minimum annual budget for road 
maintenance, leaving it entirely free to decide how this money 
will be spent, and to supervise performance on the basis of 
results. The following quotation shows the general strategy for 
decentralization proposed in this document. 

I8What is required is a detailed organizational blueprint to 
be realized over say a ten year time horizon indicating how 
decision taking, implementation, and reporting 
responsibilities concerning the different aspects of highway 
management and financing will be shared between the Central 
Government, regional, subregional and zonal authorities, and 
a statement of what part of this blueprint will be realized 
over the project cycle of STSRP [Second Transport Sector 
Rehabilitation Project].,,.. N 



It is highly desirable to pursue institutional refoms 
designed to encourage local initiative, make better use of local 
time and place information for planning and decision making, 
promote transparency and internal control mechanisms, and 
increase local resource mobilization. 

The diversity of conditions found in Zaire argues for 
flexibility in the development of institutional solutions. The 
design of institutional reforms at the center should seek to 
create conditions under which local problems will be re,solved 
through local solutions. Efforts to decentralize management and 
finance of road maintenance and rehabilitation will be 
strengthened by a clear recognition that the roads bureaus are 
not the only game in town and that engineers and transport 
planners do not have a monopoly on expertise. 

F. Decentralization and Fiscal Reform . 

The Executive Council of the Government of Zaire has 
embarked on a thorough review of key issues in the areas of 
decentralization and fiscal reform. The Commission on 
Decentralization is in the process of formulating specific 
proposals to reinforce and revise the process of decentralization 
initiated in 1982. Among the issues under consideration are the 
transfer of central service functions to decentralized entities, 
the reduction in the levels of decentralized entities through 
converting the rural zone and the city or urban zone into 
deconcentrated units, the establishment of a School for the 
Training of Territorial Agents, and the creation of a solidarity 
fund (fond c& gereauation) to finance local development 
initiatives. The government appears to favor a cautious approach 
whereby implementation will be conducted on an experimental 
basis, taking into account the varying levels of economic and 
institutional capability of regions and collectivities. 

Awareness is high among government officials that 
decentralization must be accompanied by the transfer of financial 
capacity in order to be self-supporting. A Commission on Fiscal 
Reform was created and is currently developing a strategy for 
reforming national and local fiscal policies. Given the gravity 
of the central government's current fiscal situation, there is 
concern that measures taken to strengthen regional and local 
fiscal capacity do not impose a destabilizing burden (loss of 
revenue) on the central budget. Nevertheless, there is general 
agreement that the existing fiscal system actively discourages 
economic activity and conformity with tax codes by private 
enterprise#. The multiplicity of taxes on the same activity or 
tax base, assessed and collected by various territorial entities 



and public services, has been identified as one of the key 
targets of fiscal reforin. 

r is cuss ions with the State Secretary of Decentralization and 
his advisors, and with the legal counselor of the Vice Prime 
Minister for Administrative and Political Affairs, revealed an 
interest in collaborating with USAID in the development and 
implementation of decentralization initiatives. Topics included 
assistance in decentralization policy, local fiscal systems, and 
institutional reform, and it was suggested that technical 
assistance in these areas could be attached directly to the 
office of the State Secretary for Decentralization. 

111. THE STATUS OF ROAD KAINTENANCE AND REHABILITATION: 
A REGIONAL PERSPECTIVE 

The status of road subsector finance and management was 
discussed at length with national and regional staff of ODR and 
SNRDA, as well as with the Governors of the two regions visited, 
the Presidents of the Regional Assemblies, and the heads of the 
regional divisions of key central ministries, during field visits 
to Shaba and Bandundu in March 1990. The following observations 
and conclusions were noted by the D M  team in the areas of 
general funding; planning, programming, and budgeting; financial 
management; contracting; .inspection and supervision; and popular 
involvement in road maintenance and rehabilitation. 

A. Finances 

The single most important factor explaining the low 
production level of road maintenance services on the part of both 
ODR force account vork and private sector contractors is the lack 
of regular and adequate financing. The funding crisis of the 
past tvo and a half years has left ODR operating well belov 
capaci ty  and the road infrastructure  has been allowed t o  
deteriorate. SNRDA has also suffered from irregular funding and 
from organizational problems not un~haracteristic=~of a new 
organization. 

Although transport infrast~cture and roads are acknovledged 
to be top priorities for the regions visited, the amount of 
funding made available from the regional budget is limited, 
primarily due to the weakness of the fiscal system. 
Nevertheless, the region of Shaba has made a substantial effort 
to allocate resources for road maintenance (Table 5 - 1 ) .  



TABLE 5-1: Funding for Roads i n  6haba 
(in millions of zaires) 

SNRDA OFFICE DES ROUTES 
1989 1990 19 8 9 1990 

Source  ADD^'^ Rec1d A m r l d  Recld  ADD^!^ Recld  ADD^'^ Rec'd 

Fuel Tax 
Revenues 239 117 388 na 1500, 670 463, na 

GOZ Invest- 
ment Budget 0 0 0 na 0 45 0 na 

Regional 
Budget, 0 0 0 0 50 40 200 na 

Notes: 
Not including SGMTP rental 
Quarterly budget, Contrat Programme Fevrier - Avril 1990 
Primarily for "travaux spdciaux,@' particularly bridges 

Source: ODR and SNRDA documents. "Reddition des Comptes des 
Entitds DdcentralisCes Region du Shaba AnnCe 1989;w and 
!@Approbation du Budget de la Region du Shaba pour l'exercise 
1990.  I' 

The Shaba regional government's contribution in 1989 
represented over 30 percent of the amount that SNRDA spent in the 
region. The amount budgeted in 1990 is approximately four times 
the amount budgeted by the region for the preceding year and 
represents over 50 percent of the approved budget for SNRDA in 
Shaba. 

No regional funds are budgeted or expended routinely for 
road maintenance (RDIIT) in Bandundu, due to the relativqfiscal 
poverty -- and poor fiscal performance -- of the region. 
However, improvements in fiscal effort have been registered since 
1986, and 1990 promises to provide a new record in tax recovery 
(Table 5-2) .  

For a detailed analysis of the fiscal situation in both 
regions, see Chapter V of the Dm report -ed Finance 

Z a a ,  August 1989. 



The new Governor of Bandundu, a trained finance specialist, 
is taking serious measures to improve fiscal performance. A 
delegation was sent to Kinshasa to meet with the major 
manufacturers and wholesalers of manufactured goods to enlist 
their support in improving the declaration of the destination of 
goods and payment of the tax at the time of purchase. Receipts 
are to be deposited directly into the region's account in 
Kinshasa. Agreement is also said to have been reached with the 
Department of Contributions, which is responsible for the 
collection of national taxes, whereby the portion of taxes to be 
returned to the region also will be deposited directly into the 
region's account, without passing through the National Treasury 
in Kinshasa. 

Table 5-2: Approved and Collected Revenues 
Bandundu Eegion (1987 to 199.9) 

(in zaires) 

Year Amroved Collected 

' 1989 data were not available by specific tax, only by budget 
item; therefore, we were not able to determine the revenues 
collected solely from the transport tax. 

Finally, the establishment of a collection office (aqence & 
recouvrement) for the tax on the transport of agricultural 
products in the vicinity of Kenge is being considered. A 
previous effort at the Kwango bridge was halted by the Executive 
Council due to the high level of reported abuses and the 
harassment and delay of truckers. The opening of the collection 
office is being pushed by the Regional Assembly and serious 
consideration has been given to avoiding the problems experienced 
at the Kwango. There is also some discussion of opening a 
smaller collection point at Kabuba. Interest in capturing part 
of the tax benefits from river transport continues to be voiced, 
and the possibility of establishing collection points at Kwamouth 
and at Mangaye is under investigation. 

Some confusion, or at least inconsistency, exists in regard 
to the 1990 rate for the tax on the transport of agricultural 



products. According to the President of the Regional Assembly, 
the 1990 rate will increase from 30 zaires per 50 kg sack to 100 
zaires. The region's financial staff, however, affirmed that the 
1990 rate was to be raised to 50 zaires per sack. Again 
according to the president of the Regional Assembly, proceeds 
from this tax, especially with the creation of the Kenge office, 
would go to both the region and the collectivities, with the 
region retaining 50 percent and the rest being divided among the 
collectivities. 

In both Shaba and Bandundu, the Governors identified 
national fiscal reform as being the first priority for improving 
the revenue capacity of the regions and of other decentralized 
entities. Specifically, importance was placed on the transfer of 
national tax bases to the regions. The outcome of the national 
Commission on Fiscal Reform, organized by the Department of 
Finance, is looked to for providing major new directions. In the 
meantime, both regions are taking initiatives to improve regional 
revenue administration and mobilization. Interest in training 
financial personnel in tax recovery, financial management, and 
administration was also expressed. 

B. planning, ~rogramming, and Budgoting 

Planning capacity in general among both technical and 
administrative organizations at the regional level is quite 
limited. The establishment of regional planning divisions of the 
Department of Plan has improved this situation somewhat, although 
the reliability and availability of data remains a major 
constraint. In the road subsector, no attempt has been made to 
date to develop a long term planning document. This is not a 
failure of the regional institutions involved, but reflects the 
centralized nature of responsibility for the road subsector in 
Zaire. 

The lack of a road subsector plan limits the ability of 
regional institutions to develop clear medium and long term 
priorities for tho rehabilitation, maintenance, and upgrading of 
the road network. The potential benefits of a planning 
instrument for programming and budgeting are seriously 
diminished, however, as long as financing for the sector remains 
inadequate and unstable. A basic plan could be developed using 
the technical capabilities of the regional planning staff of ODR, 
the SNRDA staff, and input on production and traffic levels from 
agricultural and ~ r a l  development field offices and local 
communities. Information resulting from a national road 
subsector data collection program could also be used. Given the 
level of resources available, such a plan (though perhaps 



unsophisticated) would provide important information for decision 
making at an affordable cost. 

Programming and budgeting by the regional road 
organizations, ODR and SNRDA, have improved due to recent changes 
in programming methodology and increased attention to cost 
control and budgetary analysis. The traditional procedure 
followed by ODR in the development of its annual program was 
based primarily on the production capacity (manpower and 
equipment) of its Brigades and Production Units (UP). Each 
Production Unit developed a program according to the capacity of 
its constituent Brigades and according to its assessment of the 
maintenance and rehabilitation priorities of the road network 
within its area of coverage. All Production Unit programs were 
then reviewed and incorporated into the regional ODR program. At 
this point, budget information would be developed and included in 
the annual previsions Budsetaires report submitted for review and 
approval to the national office (Direction Generale, DG). At the 
national level, the regional ODR director (DR) would defend his 
program, the DG would fix the level of financing, and the DR 
would revise the program in line with the kilometers allowed and 
the financial package provided by the DG; The result was the 
Modified Budget, which would then be communicated to each UP for 
execution. 

This basic procedure has been altered to include more 
participation in the establishment of local priorities by 
committees established at the level of the zone (Brigade), the 
subregion (UP), and the region. The Brigade presents its 
proposals to the zonal authorities for consu.ltation, and in some 
areas, a Subregional Road Commission reviews the program 
presented by the UP. A written record (proces verbal) of the 
minutes from this meeting is sent to the regional administrative 
authority by the Subregional Commissioner who presides over the 
Road Commission. Additions or changes may be made without 
reference to cost, since the program at this point does not 
contain budgetary (cost) data. Prospective contractors for ODR 
road maintenance contracts are also discussed at the level of the 
zone and subregion. 

The regional ODR program, again without budgetary 
information, is presented to the Regional Road Commission (RRC), 
headed by the Governor of the region or, in the Governor's 
absence, the Vice Governor. The members of the Commission review 
the program and may discuss the merits of specific contract 
applicants. Although the RRC may recommend revisions to the 
regional ODR program, and the approval of the program by the RRC 
is officially recorded in the form of a proces verbal, the 
regional program must still be submitted to the DG for review and 
final approval. According to the Bandundu DR, the DG1s role is 



p r i m a r i l y  f i n a n c i a l  and r a r e l y  involves  d i r e c t l y  a l t e r i n g  t he  
c o n t e n t s  of t h e  program. 

The e x t e n t  t o  which t h i s  r ev i s ed  procedure is followed i n  
p r a c t i c e  appears  t o  vary  s u b s t a n t i a l l y .  Local a u t h o r i t i e s  i n  
Bandundu appeared t o  p lay  a much more important  r o l e  i n  reviewing 
and i n f l uenc ing  t h e  ODR program du r ing  i t s  development than  l o c a l  
a u t h o r i t i e s  i n  Shaba. I n  Bandundu, t h e  Subregional  Road 
Commissions were requested t o  i d e n t i f y  cand ida tes  t o  r ep l ace  
c o n t r a c t o r s  who had been suspended o r  were no longer  i n t e r e s t e d .  
I n  Shaba, t h e  DFH team was t o l d  by a s e n i o r  ODR s t a f f  member t h a t  
t h e  ODR r eg iona l  program had no t  been presen ted  t o  t h e  RRC s i n c e  
1988. 

The procedures followed by SNRDA i n  t h e  determinat ion of 
road s e c t i o n s  t o  be included i n  annual work programs and i n  t h e  
s e l e c t i o n  of c o n t r a c t o r s  underwent fundamenta1,transformation 
from a h igh ly  c e n t r a l i z e d  t o  a d e c e n t r a l i z e d  system i n  June 1989. 
The system i n  use  today is s a i d  t o  p l ace  primary a u t h o r i t y  f o r  
t h e  de te rmina t ion  of road s e c t i o n s  t o  be r e h a b i l i t a t e d  and 
maintained,  t h e  type  of  i n t e r v e n t i o n  ( s p e c i a l  works o r  manual 
maintenance) ,  and t h e  c o n t r a c t o r  t o  be s e l e c t e d  a t  t h e  l e v e l  of 
t h e  c o l l e c t i v i t y .  Local d e c i s i o n s  a r e  communicated upward i n  t h e  
system; some coord ina t ion  t akes  p l ace  a t  t h e  l e v e l  of t h e  zone 
and the region.  The reg iona l  SNRDA program is presented by t h e  
Regional Coordinator  t o  t h e  members of t h e  RRC f o r  review and 
approval .  The proposals  f o r  c o n t r a c t  awards a r e  approved a t  t h i s  
l e v e l  and t h e  c o n t r a c t s  a r e  s igned by t h e  Governor of t h e  region 
and t h e  Regional Coordinator  of  SNRDA. Cont rac to rs  a r e  pa id  upon 
a u t h o r i z a t i o n  of  t h e  Governor and t h e  Coordinator ,  fol lowing 
r e c e i p t  o f  a p o s i t i v e  eva lua t ion  by t h e  Zone Engineer,  which is 
co-signed by t h e  Zone Commissioner. The r eg iona l  SHRDA program 
is s e n t  t o  t h e  n a t i o n a l  SNRDA o f f i c e  f o r  information.  

T h i s  procedure was observed t o  e x i s t ,  wi th  some v a r i a t i o n s ,  
i n  t h e  two reg ions  v i s i t e d .  U c a l  communities do tend t o  p lay  a 
c e n t r a l  r o l e  i n  t h e  s e l e c t i o n  of road s e c t i o n s ,  bu t  f i n a l  
de te rmina t ion  o f  r eg iona l  p r i o r i t i e s  is based on t h e  f i n a n c i a l  
package set by Kinshasa f o r  t h e  r eg iona l  program. Only s l i g h t l y  
more t han  20,000 km were s e l e c t e d  f o r  1989 from t h e  es t imated 
90,000 Jm o f . f e e d e r - r o a d s  i n  t h e  country.  Less than  h a l f  of t h e  
t o t a l  network programmed f o r  maintenance and r e h a b i l i t a t i o n  was 
r epo r t ed  maintained as of January 1 9 9 0 . ~  I n  Bandundu, roughly 
9,500 )op of  f eede r  roads  have been i nven to r i ed  and it is 
estimated t h a t  an a d d i t i o n a l  10,000 km of  f eede r  roads have y e t  

SHRDA, "Evaluation de  1 lexecut ion physique e t  f i nanc ib re  
de s  a c t i v i t e s  d e s  services emargeant au  budget d e  depenses i n  
c a p i t a l  du Depar tment  du Developpement Ruralm,  j anv i e r  1990. 
p.2. 
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program. Some changes have been noted in the composition of the 
membership the RRC. Another department has been added with the 
assignment of regional inspectors for the Department of Rural 
Development. It did not appear that representatives of religious 
organizations were invited routinely to attend RRC meetings in 
either Bandundu or Shaba. 

C.  Financial  Managammnt 

The regional directorates of SNRDA and ODR have adequate 
procedures in place for tracking funds transfers and for 
authorizing expenditures; however, these procedures and others 
used in accounting and financial reporting have not been 
Nformalized" adequately in writing. 

The use of the budget as a financial management device is 
greatly undervalued by regional institutions. The method of 
programming and budgeting traditionally used by ODR, SNRDA, and 
the regional administration generally results in substantial 
differences between provisional and approved budgets. The 
irregularity of and fluctuations in transfers from the national 
to the regional offices of the road organizations result in 
additional and often substantial discrepancies between the 
approved budget and the amount of funds actually received. The 
accounting and reporting practices of ODR, in particular, are 
not integrated into the budgeting process in a manner that 
permits clear correspondence and reconciliation between budget 
items and expenditures. 

The approved 1989 SNRDA budget for road maintenance and 
rehabilitation in the Shaba region was approximately 240 million 
zaires. For 1990 it is about 380 million, despite the fact that 
only SO percent of the 1989 budget was made available. Given 
national budgetary constraints and the delays in receipts to 
OFIDA (the central customs authority), it seems unlikely that the 
regional SNRDA program will receive its full amount of approved 
funding for 1990. 

SNRDA operates essentially as a contracting agency and 
therefore has very different financial management needs than does 
ODR. It ham good accounting procedures, but there is little 
incentive or need under present circumstances for it to develop 
more sophimticated financial management capabilities. However, 
under the assumption that additional regional resources will 
become available, some of which would almost certainly be passed 
through SNRDA, the organization would benefit from additional 
training in financial management. In any case, a more 
sophisticated understanding and use of the budgeting process 
would be valuable. 



Routine auditing of the finances of both SNRDA and ODR is 
the responsibility of their respective national audit divisions. 
Nevertheless, it appears that no auditors from the ODR national 
office have visited either Shaba or Bandundu for an extended 
period. Deficiencies were noted in the frequency, rigor, and 
level. of detail of audit reports and in the apparent lack of 
measures to assure that recommended corrections were 
incorporated. 

Audits of. regional institutions, including ODR and SNRDA, 
are also performed by the Regional Assembly. Though it was not 
possible to assess the technical quality of these audits, the 
simple fact of their existence should encourage the institutions 
involved to practice more rigor in financial matters. 

For regional governments, the vagaries of revenue collection 
and delays in or nonpayment of central government retrocession of 
tax revenues pose serious obstacles to effective budgeting. 
Furthermore, the level of training and supervision of regional 
financial personnel and tax agents is quite low. The pervasive 
problems of llevaporationll of tax payments~ referred to in the 
August DFM study were acknowledged by regional authorities to be 
a major obstacle to the region's tax recovery and administration 
efforts. Finally, the expenditure nomenclature of the regional 
budget allows for broad discretionary authority on the part of 
the executive in attributing expenditures, and makes tracking and 
control of funds more difficult. 

D. Contracting 

The selection criteria for contractors (attributaires) to 
perform road maintenance and rehabilitation are evolving to favor 
NGOs and entrepreneurs with established records and clear vested 
interest in the quality of the road netvork. Regional 
territorial administrators and senior staff of the regional road 
organizations appear determined to reduce, if not eliminate, the 
avarding of contracts to politicians or to applicants who do not 
meet established selection criteria, but are nevertheless 
advanced by political figures. 

Financial shortfalls and delays in transfer of budget 
allocations to the regions has continued to handicap ODR and 
SNRDA attributaire programs. In some cases, these organizations 
have not been able to honor their responsibilities for payment of 
signed contracts. In both Shaba and Bandundu, contractors vere 
not paid for services provided in 1989. ODR manual maintenance 
contracts vere suspended in February 1990 in Bandundu, following 
notification from the DG. However, some contractors reported 



that they had received personal instructions from the DG to 
continue operations. As of mid-March 1990, the list of nominees 
for the next series of contracts, which were to have begun in 
February under the current quarterly Contract Program, had not 
been approved by the DG. Legal recourse procedures to enforce 
state compliance with contractual obligations exist, but they are 
generally ineffective, and infrequently used by contractors. 

At the same time, and despite improvements in the selection 
process, SNRDA and ODR continue to experience instances of 
contractor non-performance or poor performance resulting in 
contract cancellation. According to senior staff of these 
organizations, the principal reason for non-performance is 
rupture or delays in payment. 

Some potentially significant changes have taken place in ODR 
contracting. According to the Sandundu DR, authorization to sign 
contracts for manual maintenance was granted in August 1989, 
although the DG retains the right to review and approve the list 
of candidates. The DR expected to receive authorization to sign 
Special Works (Travaux Speciaw) contracts as well. This would 
be a significant move toward strengthening regional autonomy and 
authority, especially if pre-approval is dropped by the DG. 

The current capacity of regional institutions to draw up, 
manage, and enforce contracts is limited. The experience of both 
ODR and SNRDA at the regional level is essentially limited to 
contracting for manual maintenance and small-scale public works, 
such as bridge repair and construction and ferry maintenance. 
The regional government has virtually no experience in managing 
road contracts. 

At present, regionally managed contracts simply apply the 
norms and standardized rates developed by national institutions. 
Authorization to develop rate schedules based on local economic 
conditions and, more importantly, on detailed evaluation of the 
specific tasks to be accomplished, has not been accorded to 
regional offices. 

The current proposed reorganization of ODR calls for- 
widespread involvement of the private sector in the production of 
road maintenance and rehabilitation services. This involvement 
would be organized through the awarding of contracts. Additional 
experience, eucperimentation, and expertise in the organization 
and management of the contracting process vill be needed to 
assure the viability and sustainability of this initiative. The 
regional directorates of ODR, vorking in collaboration vith 
regional institutions such as the RRC, are particularly well 
suited to assume responsibility for management of the regional 
road network contracting procesu. Technical assistance in 



contracting would be desirable at the reqional level to develop 
and strengthen regional capabilities in this area. 

The new programming and budgeting methodology implemented by 
ODR in January 1990 (Contrat Proqramrne Trimestriel), establishes 
a relationship similar to that of a legal contract between the DG 
and the DR on the one hand, and between the DR and each 
Production Unit on the other. The Contract Program, prepared by 
the DR with information supplied by Production Units, specifies 
the equipment and the materials (fuel, oil, construction 
material) to be used on a defined road section (action) with 
specific types of interventions (activites). In the Contract 
Program reviewed by the DFM team, personnel requirements by 
act ion were not specified. 

The previous programming methodology presented data on the 
quantities of activities for an entire Production Unit by cubic 
meters of surfacing material and total kilometers of grading to 
be performed, without reference to the specific road section 
where the work was to be performed. The utilization of 
equipment, material and fuel could not be matched against the 
work which was to have been accomplished, thereby defeating any 
attempt to control expenditures or measure productivity. 

If the new method is used effectively, it will be possible 
(with certain refinements) to calculate cost and productivity for 
specific types of interventions performed by different production 
units. Such information is critical in evaluating the relative 
merits of private sector contracting, compared with force account 
production. It is not clear if this new methodology will be used 
to enforce production obligations and if sanctions of some type 
will be assessed for failure to fulfill specified conditions. 

E, InnpoctAoa and BuporvAsion 

Both SNRDA and ODR acknowledge major shortcomings in their 
inspection capabilities due to: 

limited mobility of inspection personnel caused by lack 
of operational vehicles and travel compensation; 

low motivation of some Zone Engineers; 

inadequate technical criteria for inspection and lack 
of relevant training of some personnel. 

The role and future of the position of Zone Engineer as a 
local inspectorate remains in question. These engineers 
represent the foundation of the regional inspection system, but 



are not fully integrated, either conceptually or in terms of 
advancement and support, into ODR. Travel compensation and 
benefits related to their inspection duties for contracts managed 
by SNRDA are reported not to have been paid in the Shaba region. 
SNRDA makes a direct payment to the DR in Bandundu, but the DFM 
team did not determine whether these funds were transferred to 
the engineers. Few Zone Engineers in the regions visited had 
vehicles in operating condition. 

The coverage of the Zone Engineer network is limited, 
especially in Bandundu and Shaba. There are only nine engineers 
for the 24 zones in Shaba, and five engineers for the 14 zones in 
Bandundu. The burden of routine inspection is consequently 
shifted to regional staff who, given their various duties, cannot 
be expected to provide adequate inspection for all contracts in 
regions as large as Bandundu and Shaba. 

Discussions are currently underway between SNRDA and ODR at 
the national level to resolve the inspection issue. The central 
proposition seems to that SNRDA will pay Zone Engineers.benefits 
and operating costs, while the engineers remain employees of ODR. 
If accepted, this proposal would offer at least a partial 
solution to the motivational problems faced by many Zone 
Engineers. However, a number of issues would remain, 
particularly career advancement and promotion. 

An increase in the number and size of road maintenance and 
rehabilitation contracts with private sector enterprises would 
seriously strain the inspection capability of the two primary 
road organizations. Concern haa been expressed over the possible 
vulnerability of inspectors (who, as Zone Engineers, receive an 
average monthly salary of 60,000 zaires) when faced with 
approving contractor operations that could easily exceed 5 to 10 
million zaires per month. Additional training, professionalism, 
and oversight will be necessary before any significant increase 
in responsibility for contract enforcement and inspection is 
made. 

. Populu Involvuont in  Road naintonanco 

The bright light on the horizon is-the increasing visibility 
of popular organizations, local communities, and public 
institution. in tho contracting, inspection, and oversight 
(including auditing) of road maintenance and rehabilitation 
services. Tho designation of maintenance priorities and 
selection of contractors ia increasingly influenced by local 
communities, territorial administrators, and at the regional 
level, by the Regional Road Commissions. Zone Commissioners are 
required to verify reports prepared by Zone Engineers on 



contractor performance, and even Subregional ~omaissioners and 
Governors play a role in inspecting (on a non-routine basis) the 
condition of road maintenance. 

The participation of popular organizations in the manaqenent 
and finance of the road subsector should be encouraged in the 
interest of transparency. The awarding, inspection, and 
enforcement of contracts for public works can only benefit from 
public awareness and involvement. 

The Regional Assemblies of Bandundu and Shaba have taken 
active roles in auditing the financial accounts of the two road 
organizations, with encouragement from the Governors. All this 
leads to greater transparency in the financing and management of 
road maintenance services, while providing the public with a 
greater role in the establishment of road maintenance priorities 

IV. XEASURES TO IMPROVE REGIONAL C1PABILITIES FOR THE KANAGEMENT 
AND FINANCE OF THB ROAD SUBSECTOR 

The recommendations presented in the following sections were 
developed to satisfy two principal objectives: ( 2 )  the 
establishment of a regional capability to manage the maintenance 
and rehabilitation of the regional road network and (2) the 
strengthening of regional resource mobilization and 
administrative capacity to allow the region to make a significant 
contribution to the financing of road maintenance activities. 

A distinction is made in this proposal between the national 
highway network (here defined as national priority roads, 
including the approximately 19,000 km identified by ODR for 
concentrated attention during the three year transition plan, and 
other road sections that may be added to the national priority 
road network in the future), and the regional road network, which 
consists of the secondary and tertiary roads not identified as 
national priority arteries. This distinction is not made 
lightly, or without due consideration to existing nomenclature: 
the largely technically-outdated RN, RR1, RR2, and RDA, and the 
rather ambiguous "general interestw and "local intere~t.~ 
Rather, the national versus regional distinction is made to 
underscore the jurisdictional locus of primary management 
responsibility. 

The objectives stated above are based on the following 
assumptions: 

Regional institutions have a natural advantage in 
managing the secondary and tertiary road systems due to 
the size of the country, the physical distance and 



resulting information gap between outlying areas and 
the national capital, the greater avareness of and 
ability to respond to highly variable local conditions 
in road maintenance and rehabilitation needs, and the 
heightened sense of responsibility and accountability 
that regional and local authorities feel in regard to 
the condition of the regional road netvork. 

The primary beneficiaries of the regional road network 
are regional and local institutions, regionally-based 
commercial and industrial enterprises, and local 
populations. As such, they have a primary interest in 
and responsibility for the quality of the road netvork. 

The economic benefits of the regional road network are 
of both regional and national consequence and therefore 
the cost of maintaining this network.should be borne by 
both national and regional authorities. 

At present, the modest fiscal capacity of the regions 
requires optimal management of national, regional, 
local, and private resources vhile efforts are 
undertaken to strengthen the ability of the regions to 
assume greater financial responsibility for road 
maintenance. 

The recommendations presented belov, if implemented, vill 
prepare the institutional and financial foundation for the 
regionalization of authority and responsibility for the provision 
and production of regional road netvork maintenance services. A 
leading role is retained by national institutions in overseeing 
the evolution of this exercise in decentralization, in assuring 
national planning and management of the nation's transport sector 
and road subsector, and in providing training, technical 
assistance, inspection, and monitoring of regional activities. 
The most critical arteries of the nation's road netvork vill 
continue to benefit from the direct control and management of the 
national organizations charged vith this responsibility. 

A. Institutional Rmform Hmasurms 

The effective assumption of responsibility for the regional 
road network by regional institutions vill require the enactment 
of specific institutional reform measures at the national level. 
These measures represent a conscious devolution of power and 
responsibility from central institutions to the regions through 
the transfer of public service functions, the transfer of 
decision-making authority, and the transfer of human and 



financial resources. The institutional reform measures may be 
summarized as follows: 

The Transfer of Public Service Functions 

Public service functions related to the provision and 
production of regional road network maintenance services should 
be transferred from central institutions to regional 
institutions. The process entails the devolution of 
responsibility for planning, programming, and budgeting, as well 
as responsibility for managing road maintenance production 
activities performed by both public services and private sector 
enterprises through the contracting process. A move in this 
direction has been made by high government officials who informed 
governors that the quality of the road network in their 
jurisdictions would be considered in their performance 
evaluations. 

The Transfer of Decision-Hakina Authority 

Decision-making authority in programming, budgeting and 
contracting has already been devolved to regional institutions 
(the RRC and the regional SNRDA directorate) for the management 
of the tertiary road network by SNRDA. Similar measures are 
recommended for ODR as part of its organizaticnal reform program. 

Specifically, it is recommended that the ODR national 
program remain focused on the national priority network. The DG 
will continue to have authority for determining the level of 
funding to be allocated to the regional directorates and will be 
responsible for the planning and programming of the national 
priority network. Programming and budgeting authority for the 
regional network should be devolved to the regional directorates 
and to regional institutions such as Regional Road Commissions. 

Contracting authority for rehabilitation and maintenance of 
the regional road network should also be accorded to reqional 
institutions. This transition should be gradual in order to 
allow for the strengthening of regional capabilities in this 
critical area. The national divisions of ODR will play a 
critical role in managing the transition, in training personnel, 
and in providing on-site technical assistance to regional 
authorities. 

Specifically, it is recommended that the regional 
directorates of ODR be authorized to organize and manage the 
contracting process, including the determination of pre- 
qualification criteria, technical specifications, and performance 
criteria for inspection. A contract review board (Conseu 



d1Adiudication) should include non-ODR representatives. 
Authority to sign contracts will be held jointly by the regional 
executive and the regional director of ODR. 

It is further recommended that a ceiling be established for 
the contracting authority of the regions. A tentative figure of 
50 million zaires may be considered. Contracts having a value of 
less than this ceiling will be managed exclusively by the region. 
Contracts for services that exceed this level will be managed at 
the national level. It is fully expected that the national 
office will continue to provide audit and oversight services to 
the regions. 

The Transfer of  Financial and H u m a n  Besourcop 

Financing will continue to be required from national 
sources. The level of financing to be made available should be 
communicated to the regions in a timely manner and the transfer 
of these funds must be guaranteed. It is recommended that a 
funding floor be established, i.e., the national government will 
guarantee a fixed amount from its own resources, if tax receipts 
from petroleum imports prove deficient during a particular 
period. 

Fiscal reform measures vill also be required to strengthen 
regional revenue capabilities. Specifically, the transfer of tax 
bases and control over some tax recovery mechanisms will be 
necessary. 

With the assumption of greater responsibilities, regional 
institutions vill require highly-qualified personnel. Technical 
personnel who become redundant at the central level because of 
the revised responsibilities of the national organizations should 
be made available to the regions upon request. 

The implementation of institutional reforms of this nature 
should not be undertaken with undue haste. Careful analysis and 
evaluation will be required to assure that the process of 
transition is accomplished smoothly and with the necessary 
preparation of institutional capabilities at the regional level. 
It is therefore recommended that the proposed program be 
implemented on a pilot basis in the regions of Shaba and Bandundu 
and that the lessons learned from the experience in these regions 
be applied to future decentralization initiatives. 



B. Program Recommendations 

The general assistance program presented below was discussed 
with regional authorities in Bandundu and Shaba. The program 
consists of three components: a financing component, a technical 
assistance and institutional reform component, and a training 
component. Some variations in the general program were made 
between the regions due to their different resource endowments 
and institutional capacity, and the nature of available USAID 
project resources. 

1. Pinancina Road Xaintenance and Rehabilitation 

The inadequacy and irregularity of funding for the road 
subsector has been identified as the single most critical factor 
in explaining the low level of production of the national road 
organizations. The resuscitation of the Sixth Highway Project 
and the preparation of a transport sector program by the World 
Bank, as well as the USAID-initiated Transport Reform Program 
(660-0126), promise to provide at least a partial remedy to this 
problem. An important infusion of funds at the national level 
will be necessary to arrest the rapid deterioration of Zairian 
transport systems, particularly the road network. Direct 
financial support to the national offices of ODR and SNRDA, along 
with targeted technical assistance, is required to assure the 
viability of these organizations. 

Financial support for national institutions may be 
complemented and even reinforced by a well-considered program of 
assistance to key regional institutions involved in road 
maintenance and rehabilitation. 

It is recommended that USAID provide financial assistance at 
the regional level for road system maintenance and 
rehabilitation, including water crossings, according to 
priorities determined by the region, and with consideration of 
national transport sector planning. 

a. mtiop~. There are three optional financial paths for 
USAID funding to regional institutions for road maintenance and 
rehabilitation. 



o~tion One: Direct transfers to the regional directions 
of SHRDA and Office den Routes 

The primary objective of this option is to provide needed 
funding for the rehabilitation and maintenance of the regional 
road network. 

Under this option, funds would be transferred directly to 
the budgets of the two primary road organizations as complements 
to funding provided by their national offices. The utilization 
of these funds would be determined by each organization's annual 
road maintenance and rehabilitation program. Disbursement and 
control would follow each organization's internal procedures, 
with additional measures taken to reinforce programming, 
budgeting, financial management, and audit capabilities as 
proposed below. 

A number of conditions regarding the use of the USAID 
contribution could be made. For example, a provision could be 
formulated specifying the proportion of the funds transferred to 
ODR to be allocated to private sector contracting. Similarly, 
USAID could designate priority uses, such as major rehabilitation 
or upgrading of economically important and heavily used roads. 
Some funding could also be designated for experimentation in road 
maintenance technologies (mixed mechanization and manual 
maintenance, systems of labor organization for manual 
maintenance, targeted support for collectivities to manage and 
execute road maintenance activities) and for contracting specific 
services with Production Units or Brigades. 

O~tion Two: Dirrct tranmferm to a mpecial fund to be 
mmaged by thm regional authoritiem 

The primary objective of this option is to provide an 
incentive to the regional government to mobilize and commit funds 
for RDMT and rehabilitation. A second and related obiective is 
to develop regional capacity for effectively assuminga 
responsibility for managing and financing the regional road 
network. 

This option would place management responsibility under the 
Governor's office. The utilization of funds would be determined 
by the Regional Road Commission. Technical assistance, detailed 
in a following section, is recommended to asaist the RRC in 
planning, programming, budgeting, contracting, and inspection. 
The regional directorates of ODR and SNRDA would be expected to 
play a leading role in establishing regional program priorities 
in collaboration with local popular bodies and road users. 
Disbursement and financial control would be determined by the 
RRC, with the recipient organizations, ODR and SNRDA in 



particular, managing the funds allocated to them according to 
their internal procedures. 

Conditions on the utilization of funds could be established 
by USAID as described under Option One. Additional measures will 
be necessary under this option to determine the amount or 
proportion of funds that could be allocated for other than direct 
road maintenance and rehabilitation production activities. Such 
non-production uses could include material and equipment 
purchases, inspection, diem, compensation for RRC members, 
staff, and related administrative costs, among others. In the 
interests of good management and sustainability, it is strongly 
recommended that strict limits to such expenditures be 
established at the outset. 

Attention must also be given to the volume of funding to be 
provided under this option. To serve as an effective incentive 
to increase regional government contributions to RDMT, the ratio 
between the region's contribution and the external complement 
should not be too high. If the region of Shaba is able to 
fulfill its 1990 budgeted expenditure for RDHT of 200 million 
zaires, an external complement of 400 to 600 million zaires would 
seem appropriate. Providing a complement of a factor of 10, 
however, would seriously stress the region's management 
capabilities, and would possibly lessen the incentive to increase 
regional effort. 

In Bandundu, the value of the region's effort will have to 
be calculated differently because no funds are presently budgeted 
for RDHT. As noted previously, the cause lies primarily in the 
relative fiscal poverty of the region. Nevertheless, the 
existence of external financial support for a regional RDMT and 
rehabilitation fund could provide an important incentive to 
improve the regional revenue mobilization effort while presenting 
the possibility of gaining experience in managing and programming 
RDHT activities for the regional road network. Regional 
authorities profess to place a high priority on the road (and 
river) network and an improved regional financial situation would 
permit the regional government to address this stated priority by 
contributing resources. Any external funding should therefore be 
based on the level of success in improving revenue mobilization. 
Such support should be relatively modest at the outset (keeping 
in mind the size of the regional government's budget) and 
increase only as the region demonstrates its capacity to manage 
effectively its own resources and those of the special fund. 



Option Three: A mixed system of financing for regional 
institutions 

The primary objective of this option is to provide direct 
support to the RDMT and rehabilitation activities of the two 
principal roads organizations while providing an incentive to 
regional government to mobilize and commit regional revenues to 
the road subsector. A secondary objective is to provide greater 
funding flexibility to accomplish USAID objectives in the 
transport sector without overstretching the existing capabilities 
of regional institutions. Option Three is recommended as the 
preferred financing strategy. 

This option effectively combines the characteristics of 
Options One and Two above. External financing would be made 
available directly to the regional directorates of ODR and SNRDA 
to complement funds received from their respective national 
offices. In addition, a special fund would be'established at the 
level of the regional government to provide an incentive for 
improved revenue mobilization. Disbursement and control 
procedures would be as described above. The considerations for 
the establishment of conditions and specific provisions for the 
use and distribution of externally contributed funds would also 
apply under this option. 

b. control and OvotsiQBf;. A number of specific measures 
are recommended to assure financial control and oversight for the 
funds to be contributed under any of the options discussed above. 

First, a detailed technical audit of the procedures and 
management needs of each institution involved in the handling of 
RDMT funds will be necessary. This audit is to produce specific 
recommendations for improving accounting and financial management 
procedures, develop reporting forms and budgetary analysis 
systems, and identify specific training needs of key staff of 
both road organizations, the regional administration, and the 
regional assembly. 

Second, USAID mhould program routine financial audits in 
conjunction with those carried out by the national offices of the 
two road organizations and tha national authorities. 

Third, the participation of the regional assembly and the 
governor'm offica in inspecting the accounts of regional services 
should ba ancouraged. 

Finally, in tha case of a regional RDHT fund to be managed 
by the regional authorities, it is recommended that a special 
external commission be constituted to perform a quarterly review 
of the accounts of the regional fund. The commission should 



include trained accountants from the private sector, a 
representative of the regional assembly, and possibly a 
representative of one of the religious communities in the area. 
(This recommendation was proposed to regional authorities in 
Shaba and accepted with the composition of the commission as 
stated above.) Training is also recommended for the members of 
the commission that carries out this audit function. 

2. Technical Assistance to Reqional Institution@ 

Improved financing from the national government and from the 
donor community alone will not result in sustainable road 
maintenance programs or in the long term viability of the road 
network. It is also necessary to develop regional and local 
capability to manage and finance the rehabilitation and 
maintenance of the regional road network. To do so, technical 
assistance is recommended in three areas: programming and 
budgeting, contracting and contract managemerit, and inspection. 
Technical assistance is also necessary to improve the regions1 
ability to mobilize and manage revenues for road maintenance and 
other public services. 

a. prouramminu and Buduetinq. One technical advisor in 
each region. The primary tasks of this advisor include the 
training of a Zairian counterpart; the development of a regional 
road subsector plan; the coordination of road maintenance and 
rehabilitation activities by all parties -- ODR, SNRDA, donors, 
industries, and private interests -- through the development of a 
region-vide annual road maintenance and rehabilitation program; 
and the communication of relevant information on the subsector to 
the Regional Road Commission. 

b. Contra~tinq and C-forc+~leag. One technical 
advisor in each region. The primary responsibilities of the 
person in this position are: to develop contract types that vill 
be used for private sector contracts for road maintenance and 
rehabilitation: to develop- a public irrformation system fPr the 
letting and awarding of contracts; and to devise a mechanism for 
contracting vith units of ODR, either directly or as 
subcontractors, for the production of road maintenance services. 
This technical assistant will also be expected to develop in 
cooperation with ODR technical staff a set of cost ranges for the 
calculation of specific activities vhich take into account soil 
types, drainage, levels of difficulty, and local economic 
factors. 

a. ~ s ~ e a t i o ~ .  One technical person in each region. The 
responsibilities of this position include reviev of contract 
technical specifications; development of inspection norms and 



procedures for ODR and SNRDA; training of inspection personnel; 
and inspection of work performed by private sector contractors, 
collectivities, and work contracted to ODR. The position should 
be staffed by a senior engineer. 

In Shaba, the creation of a bureau of coordination for RDMT 
and rehabilitation, a division under the Governor's office, has 
been proposed to regional authorities and tentatively accepted. 
The bureau as conceived will serve as the secretariat for the 
Regional Road Commission and as advisor to the Governor. It will 
be staffed by the technical assistant as coordinator and by a 
Zairian engineer, who will be recruited and paid by the region. 
The engineer vill be responsible for contributing to the 
development of the Regional Road Plan and the Regional RDWT and 
~ehabilitation Annual Program. The engineer vill also be charged 
vith the inspection and enforcement of contracts avarded by the 
region to private enterprises, collectivities, .ODR, and SNRDA. 
The Shaba OR affirmed that the region vould also be able to 
provide basic support staff. The creation of the bureau and the 
hiring of a senior road engineer will require authorization by 
the State Commissioner for Territorial Administration. 

The technical assistant for inspection and contracting vill 
work in close collaboration with the regional offices of ODR and 
SNRDA, and with the bureau of coordination, but will not be 
attached directly to the bureau. To remain sustainable after the 
termination of external financing, the bureau must be 
administratively light and within the revenue capabilities of the 
region. 

In Bandundu, it is not recommended that a bureau of 
coordination be created at this time because of the inadequacy of 
regional resources to support a bureau. Instead, it is 
recommended that a technical assistance team fulfill the 
inspection responsibilities detailed above and vork in 
collaboration with the regional staffs of ODR and SNRDA. The 
results of this collaboration vill be communicated to the RRC and 
the Governor's office. The technical assistance team that is to 
come in under the Amendment to USAID Project 660-0098 may be able 
to assume these inspection responsibilities within their existing 
scope of vork. 

do ource nobilisation and A8minirtratiog. One 
technical assistant at the national level and one each in 
Bandundu and Shaba. It is recommended that the national level 
technical assistant be attached to the office of the State 
Secretary for Decentralization. Responsibilities will include 
the monitoring of GO2 initiatives and actions in the general 
field of decentralization, institutional reform, and fiscal 
policy. This technical advisor vill also be expected to make a 



direct contribution to ongoing discussions and research on 
decentralization and fiscal reform. 

The two regional technical assistants, i.n collaboration with 
the national level advisor, are to analyze existing systems and 
organizational options for mobilizing human, organizational, 
fiscal, and parafiscal resources with reference to the provision 
and production of road maintenance services. The specific tasks 
of the regional personnel include a thorough analysis of 
national, regional, and local fiscal policy; a review of field 
level tax assessment/collection procedures and capabilities; and 
the development of specific recommendations to increase the 
revenue performance, collection efficiency, and financial 
management capabilities of local administrative jurisdictions. 

Organizational options for the delivery of road maintenance 
services, including private sector and collectivity 
responsibility, will also be assessed. The'recommendations are 
to be implemented in selected test zones to provide an 
operational study of their effectiveness. Special attention is 
to be given to transport-related taxes and charges, and to the 
development of incentives for local authorities to allocate funds 
for the rehabilitation and maintenance of roads. 

It is recommended that Zairian specialists, preferably 
university faculty members, be invited to participate in the 
initial research activities and in the eventual analysis of the 
results from the test zones. It would also be desirable to 
involve members of the regional financial staff. Research and 
experimentation activities would benefit from the expertise and 
experience of these Zairian collaborators, who also would 
constitute a resource for the region's future efforts in this 
area. 

Training 

The training component comprises four short-term training 
programs, as well as in-service training of counterparts to be 
provided by the technical assistance staff. These short-term 
training programs will require external financing, but training 
personnel should be available in country. 

Management training with an emphasis on financial 
management and budgetary analysis for senior staff in 
the regional offices of ODR and SHRDA. 

Training of Zone Engineers and territorial 
administrators (especially Zone and Subregional 



Commissioners) in the inspection of manual maintenance 
and special works. 

Training in labor organization and materials management 
and in the technical aspects of manual road maintenance 
for private sector contractors, interested collectivity 
officials, and supervisor-level manual maintenance 
personnel. This program should be discussed in 
conjunction with the SNRDA training program to be 
financed by UNDP. 

Training in revenue mobilization and administration as 
well as in financial management for personnel from the 
decentralized administrative entities (regions, zones 
and collectivities). 
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ECONOHIC ANALYSIS 

Introduction 

.This annex presents the economic considerations affecting 
the participation of A.1.D in the road rehabilitation and 
maintenance program in Zaire. The purpose of the annex is to 
acquaint the reader with some general propositions of transport 
economics for road transport and apply these to the situation 
prevailing in road transport in Zaire. The first section 
presents the economics of road rehabilitation and maintenance in 
developing countries and the rationale for concentrating resource 
use on maintenance and strictly limiting new construction. The 
second section discusses the potential for significantly high 
returns to road rehabilitation and maintenance in Zaire. 
Finally, the third section discusses Zaire's current 
macroeconomic situation and argues for delaying the funding of 
road rehabilitation and maintenance until Zaire adopts a sound 
macroeconomic framework in concert with the World Bank and the 
IMF . 

Most of the material presented in this annex can also be 
found in Annexes 2, 3, and 4 except for the macroeconomic 
arguments. However, it was necessary in presenting the economic 
argument for road rehabilitation and maintenance and discussing 
the appropriate scale for such activity to organize the material 
in a somewhat different manner. 

I ECONOXICB OF ROAD ~ H A B I L I T A T I O Y  AND MAINTENANCE 

The World Bank categorizes countries according to their 
capacity to maintain the road network. The first category of 
countries could eliminate maintenance backlog within five years 
and meet future requirement8 simply by putting 80 percent of 
current spending into maintenance and restoration while 
postponing new construction. The second category should follow 
the same strategy, but will take up to ten years to catch up. 
The third category would have to double total spending on roads 
and devote all of it to restoration and maintenance with no new 
construction. Zaire unquestionably falls into this third 
category and into subcategory B of countries with aging (as 
opposed to relatively new) road infrastructure. There is also a 



fourth category of countries where the networks and maintenance 
technology are obsolete. 

How much is the high cost of neglecting road maintenance in 
Zaire? Can it be shownthat such neglect has contributed 
directly to lower rates of economic growth? The fundamental 
economic argument for transport links is regional specialization 
through trade which increases the efficiency of resource use. 
Overall growth is affected by the degree to which such 
specialization and inter-regional trade can take place. All 
sectors are affected to some extent, but particularly agriculture 
depends upon theintegration of the rural and urban economies 
through transport linkages (and economic policies which promote a 
country's comparative advantage). Have deteriorating road 
conditions resulted in less specialization taking place and hence 
lower growth? It would appear to be so in Zaire. 

According to data for developing countries compiled by the 
British Transport and Road Research Laboratory, the cost of 
neglecting the maintenance of an existing road is a rapid 
progression from relatively inexpensive routine and recurrent 
maintenance to twenty times costlier periodic maintenance (only 
eight times costlier for an unpaved road), Then if periodic 
maintenance is neglected as well, there is a premature need for 
road strengthening at three to four times the cost of periodic 
maintenance. Lastly, if the road is allowed to deteriorate in a 
major way, rehabilitation will be required at thirteen times the 
cost of periodic maintenance for a paved road (almost six times 
the cost of resurfacing an unpaved road). Thus the progression 
in cost due to prolonged neglect (no maintenance for a decade) 
can raise the cost of rehabilitating a road to its original 
design standard by a factor of 29 for paved roads and a factor of 
18 for gravel or earthen roads when compared with the 
undiscounted annual maintenance cost. 

How do we measure the return to a road rehabilitation and 
maintenance program? The ideal but unobservable answer would 
come from an analysis which answers the question: what would 
have happened to economic growth if additional maintenance had 
been carried out with all other economic conditions held constant 
except for additional investment made principally because of 
improved road conditions. Such an analysis is loaded with heroic 
assumptionm and difficult judgments. Is the condition of the 
road the principal constraint to particular investments? Would 

1 p.4, w a d  D e t e r m i o n  in Develo~ina C w e s :  Causes and 
iep, A World Bank Policy Study, The World Bank, Washington, 

D.C., 1988 



the investment which is made next to newly maintained road X 
simply be located elsewhere in the absence of maintaining road X? 
In this case, the overall effect on economic growth from 
additional road maintenance could be nil. Will a road 
improvement in an agricultural area lead to increased 
agricultural output or are there other more significant 
constraints which will prevent increases in production regardless 
of road quality? And in either case, how much of increased 
economic activity should be attributed to the lowering of 
transport costs due to higher road maintenance expenditures, and 
how much to the other investments which were made to achieve the 
higher level of economic activity? 

In spite of these insuperable methodological problems, we 
will comment on the probable effect on the Zairian economy from 
the low level of road maintenance expenditure and the resulting 
general deterioration of the road network. However, we will not 
attempt to quantify the return to investment in road maintenance 
on the basis of its effect on overall economic activity for the 
reasons set forth above. The returns to investing in road 
maintenance have been calculated for different types of road 
surfaces and traffic densities using the classic method of 
comparing user costs for roads in bad, fair, and good condition. 
(See Section I1 below for technical definitions of bad, fair, and 
good condition.) 

Is a shift in GOZ budgetary resources toward road 
maintenance warranted? The answer is unequivocally yes. 
According to the World Bank, "The costs to road authorities are 
only the tip of the iceberg, for the costs to road users 
operating vehicles on rough roads are much larger. High haulage 
costs constrain the location of economic activity, hamper the 
integration of economic markets, limit the gains from 
specialization, and render unviable many activities that rely on 
road transport.n2 The cost of road maintenance neglect in Zaire 
is reflected in various indicators. The growth of food imports 
even when real per capita incomes are declining in Kinshasa is at 
least in part due to the failure to integrate the rural and urban 
economies with a serviceable road network. A s  Annex 4 
demonstrates, transport costs to agricultural market towns have 
risen considerably, often doubling with the deterioration of 
roads. 

ODR has identified a priority 19,000 kilometer network for 
maintenance and rehabilitation in 1990-92. This prioritization 
is principally but not exclusively based on economic rates of 



return analyses based on vehicle operating costs and projected 
availability of financing. There is a balance of 39,000 
kilometers of national roads and priority secondary roads which 
will receive minimum maintenance outlays to prevent severe 
deterioration. The rates of return for rehabilitation and 
-maintenance of the 19,000 kilometer core network are in excess of 
40 percent. 

SNRDA with World Bank assistance has also identified pilot 
project areas and an approach for analyzing the internal rates of 
return for rehabilitation and maintenance of feeder roads. SNRDA 
will refine its approach during implementation of the pilot 
feeder road project with the World Bank, but it has generally 
adopted a least-cost strategy which emphasizes reopening roads 
and rehabilitating and maintaining roads which show an acceptable 
internal rate of return. 

While the returns to maintenance are everywhere in the 
developing world very high, they will only be high if the 
maintenance is: 

II , (a) carried out to a sufficiently high standard to 
achieve the required improvement in pavement condition; - (b) durable, so that the maintenance input is effective 
for a sufficiently long period; - (c) effi iently carried out so that the cost is of the 
expected order." F 

Achieving these conditions means overcoming ". . . severe 
constraints to carrying out effective maintenance caused by 
bureaucratic procedures, lack of management skills, low 
availability and utilization of maintenance equipment and, most 
of all, by attitudes to maintenance. n4 Thus the key to the 
success of this transport reform program is the restructuring of 
ODR and the reordering of national priorities which will be 
reinforced by the TRP. The conditions for reform of ODR are 
necessary to achieve the high rates of return obtainable in road 
maintenance activities. The risk discussed below in Section I11 
is that these returns will not be realized while macroeconomic 

%. Robinson, "A view of road maintenance economics, policy 
and management in developing countriesIw Research Report 145, 
Transport and Road Research Laboratory, Llepartment of Transport, 
United Kingdom, 1988, p.7. Note: the word pavement in this 
quotation refera to the road surface and does not necessarily 
mean paved as it would in American English. 



conditions create shortages of foreign exchange and insufficient 
budgetary resources. Thus, in addition to reforming ODR, it is 
also a necessary condition that the GOZ provide adequate, regular 
funding to ODR. 

1 1  ECONOUIC RETURNS TO ROAD REHABILITATION AND XAIHTENANCE: 
PRIORITIZATION OF THE ROAD XAIHTENAblCE P R O G W  

The Office des Routes with the assistance of a study by the 
French government overseas consulting bureau, BCEOM, has 
prioritized its road maintenance program. The criteria used to 
determine a priority program are principally economic, but also 
include inter-regional roads to permit integration of all major 
regions, including those which are sparsely populated, into the 
national economy. For the economic analysis, BCEOM calculated 
internal rates of return (IRR) for rehabilitating and maintaining 
both paved and earthen roads for four or five different 
magnitudes of traffic flow. IRRs were not calculated for 
specific existing road sections, but rather for different t m e s  
of road sections according to the criteria of type of road 
surface (earthen or paved) and level of traffic flow. Costs for 
specific road sections were based on actual ODR contracts for 
rehabilitation and maintenance work brought up to 1990 cost 
levels and adjusted for each road section on the basis of 
information about the terrain (hills, valleys, water crossings). 
These estimates could be too high or too low by a factor of 20 
percent. 

The data on vehicle operating cost savings used to calculate 
benefits for each road type is not significantly different from 
the vehicle operating costs calculated independently from primary 
data by Louis Berger International in March and April 1990 for 
specific types of truck transport (See Annex 4). This increases 
the level of confidence one can have in the BCEOM vehicle 
operating cost data. BCEOM then applies the weighted average of 
vehicle operating cost savings (cars, light vans, trucks of two 
different sizes, tractor-trailers) for the different types of 
road surface and traffic flow criteria to calculate the total 
benefits from rehabilitation and maintenance of each road type. 

Three categories are defined for road condition: bad, fair, 
and good. There are technical definitions for each category and 
each type of road surface, summarized in Table 6-1. 



Tabla 6-1: Road Conditions 

Poad Surface &l!d Fair Good 

Earthen 
Surface Layer < 5 cm 5-10 cm 10-20 cm 

Avg vehicle speed <3O h / h  30-40 h / h  >40 h / h  
Foundation 
damaged 

Paved 
Surface.deterioration > 10% 5-101 < 5% 

Stabilized 
base damaged 

While the data do not come from an up-to-date inventory of 
the roads, the state of the 58,385 kilometer road network under 
ODR maintenance responsibility is currently broken down as 
follows (a) for paved or earthen and (b) for national, first, 
priority or second priority regional road in Table 6-2. 

Tabla 6-28 Status of Road Yatvork 
Undar 001 Maintanmcm Rasponsibility 

BQacuQs Bab Fair Good 

mAxfa2e 
Paved Roads 34.8% 46.1% 19.1% 
Earthen Roads 56.4% 22.1% 21.5% 
Total - 
National Roadm 
First Priority 
Regional Road. 56.5% 20.6% 22.9% 
Second Priority 
Rmgional Roads 88.8% 4.0% 7.2% 

All Road. 55.4% 23.3% 21.4% 

Total 
Km 



The results of the BCEOM calculations for different road 
types and average daily traffic flows are presented Tables 6-3 
and 6-4. 

Tablo 6-3: Rohabilitation of Earthon Roads 
(intornal ratos of return) 

Change in Road 
Condition Bad to Good Fair to Good Bad to Fair 

Table 6-4: Rohabilitation of Pavod Roads 
(intornal ratos of return) 

Change in Road . . 
Bad to Good Condition Fair to Good Bad to Fair 

The conclusions of the BCEOM analysis are threefold: 

(1) Rehabilitate and maintain the existing 2,801 kilometers 
of paved roads; 

(2) Give priority to maintaining continuity of major 
national highways (i.e., do not have major changes in road 
condition from one section of the highway to the next); and 

(3) Rehabilitate and maintain all bridges and ferries. 

BCEOM then presents four different scenarios involving 
different levels of rehabilitation and maintenance. The first 
scenario is simply to illustrate the exorbitant cost (given 
likely resource availability) of expanding the paved network. 



The second, third, and fourth scenarios present plausible levels 
of rehabilitation (restoring a road to its original standards), 
maintenance (preventing further deterioration), and emergency 
maintenance (keeping a road open and passable). Zaire's 145,000 
kilometer road network is categorized as follows: 

Table 6-58 zairelm Road Network 

l 3xUunE lometerg 

Paved Roads 
Earthen Roads 

First Priority 
Second Priority 
Third Priority 

Total ODR Roads 58,385 
Local Interest SNRDA Roads 86.615 

Total Road Network 145,000 

The strategy retained for ODR in all scenarios is to 
rehabilitate and maintain the 2,801 kilometers of paved road. 
Also, in all scenarios the third priority earthen roads are to 
receive only emergency maintenance to keep then generally 
passable for four-wheel drive vehicles. The average vehicle 
speed on such roads permitted by emergency maintenance is 
estimated to be about 20 miles per hour. These ODR roads are the 
casualties of a triage strategy made necessary by the lack of 
resources. Unless they, and the other 86,000 kilometers of SNRDA 
local interest roads outside ODR's purview, are maintained to 
higher standards by regional, local, or private interests, ODR 
will be able to do no more than emergency maintenance as 
described briefly above. Finally, in order to maintain all ODR 
roads open, all bridges and ferries must be rehabilitated and 
maintained in a11 four scenarios. 

Tha difference between scenario8 two, thrao and four, is the 
degree to which priority one and two earthen roads are 
rehabilitated. In scenario tvo, all first priority earthen roads 
are rehabilitated and all second priority earthen roads are 
maintained. In scenario three, all first priority earthen roads 
which are part of national highway8 one through four are 
rehabilitated and all other first priority earthen roads are 



simply maintained without rehabilitation. Second priority 
earthen roads are I1abandoned" to the emergency maintenance system 
in scenario three. In scenario four, the least expensive 
scenario, no earthen roads are rehabilitated. First priority 
earthen roads are maintained, while second and third priority 
earthen roads receive only emergency maintenance. 

BCEOH then calculates the total costs of the four scenarios 
and estimates the projected availability of resources. 

Tabla 6-6: Road Rahabilitation and Haintananca Costs 

1990-1992 
(millions of dollars) 

Scenario 4 2 2 L 

Paved Roads 319.7 319.7 319.7 319.7 
Earthen Roads 

First Priority 139.5 235.9 307.7 1,403.3 
Second Priority 8.2 8.2 23.9 23.9 
Third Priority 33.0 33.0 33.0 33.0 

Bridges 43.0 43.0 43.0 43.0 
Ferries X U  19.1 ALl ELL 

Total 562.5 658.9 746.4 1,842.0 

proi e c t ~ d  Resourceg 

Internal 
Foreign 

Financina Ggp 216.5 312.9 400.4 1,496.0 

Even the fourth scenario was found to be too ambitious in 
terms of the likely availability of domestic and foreign 
resources. New scenarios have since been developed at lower 
total resource levels of $518 million and $452 million as 
compared with the BCEOU scenarios which ranged from a low of $562 
million to a high of $1.8 billion. Furthermore, ODR has tasked 
BCEOH with further refining its analysis using updated 
information on traffic flow, macroeconomic projections, and cost 
data. BCEOU will calculate IRRs for specific road sections to be 
rehabilitated. This will include a sensitivity analysis with 
respect to the assumptions of traffic flow and cost parameters. 



Finally, BCEOM will define an investment program for 1990 to 1994 
compatible with the Priority Public Investment Program and 
realistic with respect to the growth of ODR operations. 

ODR has based its prioritization of road rehabilitation and 
maintenance activities on economic analysis. It has also 
recognized that any new construction would have a high 
opportunity cost in terms of critical maintenance activities 
which would have to be foregone. Thus, ODR has taken the most 
important steps toward obtaining the highest possible return from 
the resources it manages. Refinements are required since actual 
road segments may differ from the typical road segments analyzed 
by BCEOM. However, if ODR devotes 90 percent of its resources to 
activities which are expected to have rates of return in excess 
of 40 percent, it is highly likely that its road maintenance 
program will have a high overall rate of return. These returns 
would be significantly lower only if ODR squandered resources, 
failed to provide adequate oversight of contractor performance, 
and did not adopt the efficiency-enhancing reforms which the 
technical assistance component of this and other donor projects 
is meant to help ODR implement. 

Several caveats must be mentioned with respect to the 
foregoing analyses. First, the data on vehicle condition and 
operating costs, estimated traffic flows, and types and 
quantities of merchandise moving over the roads is generally of 
poor quality. Second, the cost data for rehabilitation and 
maintenance are generally the classic cost estimates for 
developing countries and thus may be underestimated for Zaire. 
While an attempt has been mado to include ODR experience in road 
construction, it should bo remembered that ODR has not had a cost 
accounting system which enabled it to monitor costs on this 
basis. Installation of such a system is part of the reforms of 
O D R 1 s  conduct of business foreseen in the World Bank program. 
Finally, technical innovations to bo tried in tho road 
rehabilitation and maintenance program are still at a largely 
experimental stag.. Thus, cost projections may turn out to have 
underestimated tho durability of such rehabilitation. All these 
factors should lead one to use the results of this analysis with 
considerable prudence. However, given the sound strategy being 
proposed, tho sovoroly limited resources available to tho 
program, and tho further refinements of analysis underway, one 
can have s m o  confidence that tho resources will be employed in a 
manner approaching their economically optimal us.. 

The high rates of return obtained here are typical of road 
maintenance programs in developing countries. For an excellent 
discussion of this topic, sea "A view of road maintenance 
economics, policy and management in developing countriesn by R .  



Robinson, research report no. 145 of the Transport and Road 
Research Laboratory, 1988. For a more general discussion, see 
Economic A ~ ~ r a i s a l  of Trans~ort Projects, A Manual with Case 
Studies by Hans Adler in the ED1 Series in Economic Development, 
1987; 

111. MACROECONOXIC CONBIDERATIOBIB 

Zaire's gross national product (GNP) has grown more slowly 
than the population for the past three years according to 
official statistics, with growth rates of 2.5 percent in 1987, 
2.2 percent in 1988, and only 0.9 percent in 1989 as compared to 
a 3 percent population growth rate. This apparent general 
stagnation of the formal recorded economy is not entirely 
consistent with other indicators such as the growth of 
electricity and water use, which rose by five percent in 1989. 
Also, the size of the informal sector, including the mobilization 
of financing outside the formal financial sector, makes it 
difficult to place any credibility in the data of the national 
economic accounts. This lack of credibility applies to the level 
of national income which all observers believe is understated, 
some by 50 percent, others by a factor of 3 or 4 !  The true level 
is unobservable, although there have been unpublished attempts to 
quantify the range of informal economic activities using Social 
Accounting Matrices. Lack of credibility also applies to the 
reported rates of growth. However, certain indicators of 
economic activity are sufficiently reliable, such as data on GOZ 
revenues and expenditures, to present a general picture of 
economic change over this recent period. 

Significant progress in structural adjustment was being made 
up until late 1986 including devaluation, trade liberalization, 
and liberalization of agricultural prices. Further progress in 
economic policy reform continued in 1987 with adjustments in 
import tariffs, export taxes, regulations to promote private 
sector investment, and restructuring of state-owned enterprises. 
However, agreement could not be reached on a comprehensive 
macroeconomic package. The public expenditure rate started to 
increase in 1987; and 1988 was marked by a disastrous departure 
from sound macroeconomic policies and massive overspending by the 
GOZ. The overall fiscal deficit before debt relief rose to the 
unsustainable level of 22.3 percent of GDP. By financing this 
deficit through money creation, the GO2 brought about a 95 
percent inflation rate in 1988. As the economic crisis from this 
mismanagement worsened, the GO2 sought to regain the support of 
the World Bank and the IHF, and negotiated a new structural 
adjustment program by mid-1989. 



Significant progress was made in 1989, with several key 
policy changes which are essential to Zaire's future economic 
growth. The restoration of a less expansionary fiscal program 
contributed to dampening inflation from the 95 percent annual 
rate reached in 1988 to 56 percent in 1989 with the rate 
declining to under 30 percent on an annualized basis toward the 
end of 1989. Equally important, the Bank of Zaire raised its 
discount rate in 1989 to a level exceeding the inflation rate. 
The GOZ also devalued the Zaire and adopted a policy of 
remaining within 10 percent of the parallel market rate, thus 
adjusting regularly to the changing conditions of supply and 
demand of foreign exchange. Finally, the GO2 increased energy 
prices and adopted a policy of adjusting internal controlled 
energy prices monthly in line with international prices and the 
exchange value of the zaire. At the same time it changed the 
basis for its valoren fuel tax to a fixed U.S. dollar 
reference price, thereby creating a steady stream of tax revenue 
protected from erosion by inflation of the zaire and no longer 
varying with international price fluctuations. 

As a result of these policy reforms and fiscal austerity, 
Zaire met all of its IMF targets for end-June and end-September 
except for the limit on new non-concessional loans of one to five 
years which the IMP waived. The end-December targets were also 
met with the exception of an increase in domestic arrears. The 
considerable progress made in 1989 is now jeopardized by Zaire's 
expressed intentions with respect to carrying out investment 
projects outside the Priority Public Investment Program, by the 
recent decision to increase public sector wages and salaries, and 
thus by the resulting expansionary rate of public expenditure. 
Fiscal discipline appears to have begun to break down toward the 
end of 1989. Public expenditure levels have remained too high in 
the first quarter of 1990 and the GO2 has thus far failed to come 
to agreement with the World Bank on either an acceptable level of 
public expenditures for 1990 or the level and composition of the 
public investment program. Without such an agreement for a 
macroeconomic framework, the World Bank ha8 postponed further 
development of it8 policy-conditioned sectoral lending program 
and will for the moment simply maintain it8 core project funding. 
If Zaire continue8 to insist on an expansionary government 
expenditurm level, it is also unlikely to be able to meet IMF 
programmatic targeta for 1990. The potential scenario for 
economic development8 in 1990 and the effect on the road 
rehabilitation and maintenance program i8 discussed below. 

The return8 to the road rehabilitation and maintenance 
program are clearly dependent to a large extent on the 
macroeconomic situation of the country. This is so for several 



reasons. First, the availability of funding for road 
rehabilitation and maintenance depends both upon the state of the 
GOZ budget and the continued allocation of earmarked funds from 
the fuel tax to ODR. In times of stringent budgets and reduced 
GoZ revenues, promised investment budget allocations may be 
diverted to other uses and even earmarked taxes may be claimed 
for general purposes by the fiscal authorities. Second, either a 
lower level of economic activity or scarcity of foreign exchange 
could cause fuel imports to fall below projected levels, 
resulting in lower fuel tax revenues and shortfalls in funding 
for ODR. If funding fails to materialize at expected levels, 
some road maintenance projects could be partially completed, 
drastically lowering the return, or costs could escalate with the 
stop and start of funding, also reducing the return to the 
activity. 

How significant are these risks in the near future? First, 
it is unlikely that there will be a repeat of O D R 1 s  1987-88 
funding crisis. The underlying & valoreq nature of the fuel tax 
formula will keep the real value of tax revenues from being 
eroded rapidly even if inflation accelerates. There is of course 
some risk that the GOZ will abandon its monthly adjustment of 
fuel prices. However, the greater risk lies in the potential for 
increasing arrears in fuel payments by the GO2 and parastatals. 
Then one could witness a repeat of the refusal to pay taxes by 
the oil companies, and once again there would be a shortfall in 
funding for ODR. The risk of non-payment by the GOZ and 
parastatals is tied to the issue of the budget deficit. The GOZ 
has recently announced salary increases for government employees 
equalling 78 percent at the lowest level and 55 percent for all 
others. This significantly exceeds recently recommended 
increases of 24 percent in the wage bill. If the GOZ also 
attempts to carry out investments outside the priority investment 
program, further increasing an already too large budget deficit, 
it may begin to increase arrears in order to finance the deficit. 
To the extent that the GOZ and its parastatals choose to increase 
arrears on fuel payments rather than arrears on other types of 
payments, the fuel tax system could conceivably become blocked 
again. 

Part of the funding for the ODR program is also expected to 
come from the Priority Public Investment Program in 1990. The 
greater the budget deficit, the higher is the probability that 
the expected funding allocation will be met partially or not at 
all. The following projections of a worst case scenario for 1990 
show how deep the cuts in allocations could be and what effect an 
increase in arrears could have on the fuel tax revenues and 
allocations to ODR. 



Taking the budgetary and macroeconomic results of 1988 as 
being repeated in 1990, the following scenario is a possibility. 
The GO2 commits itself to carrying out several major investment 
projects outside the Priority Public Investment Program. The 
increased rate of expenditure which this occasions is added to 
the approximately 68 percent general increase in the GOZ wage 
bill just announced in April. Financing for this increased rate 
of expenditure is through creation of money by the Bank of Zaire, 
resulting in an acceleration of the rate of inflation from the 
current level of about 60 percent (First Quarter, 1990) to a 
level approaching the 95 percent per year characteristic of 1988. 
ODR receives its allocation from the investment budget in zaires 
at the nominal level set for it, but inflation reduces its real 
value to half what was required, effectively cutting about $8 
million of the planned $55 million in domestic resources for ODR 
in 1990. The shortfall in funding cannot be made up elsewhere 
and the road rehabilitation program is compromised. 

By not coming to agreement on a structural adjustment 
program with the World Bank, the GOZ also fails to meet targets 
established in the IMF extended structural adjustment facility 
(ESAF). Funding foregone by failing to reach agreements vith 
these two institutions amounts to about $325 million in 1990. 
Expiration of the Paris Club agreement in June 1990 and the 
absence of an IMF program mean that a new debt rescheduling 
agreement cannot be concluded, so the GO2 begins accumulating 
arrears to its creditors, amounting to $800 million by the end of 
1990. Unable to find new financing elsewhere and faced with 
lower than projected development assistance flows, the GO2 finds 
it must aborroww resources from the earmarked fuel tax to meet 
more urgent requirements of the moment. These nborroweda 
resources are not repaid due to the continuing scarcity of funds 
for the GOZ budget. As a result, ODR and SNRDA allocations 
barely equal half of the pronired allocations, cutting ODR1s 
allocation by about $18 million. Together with the effective $8 
million cut in resources from the investment budget, ODR can 
amass only $29 million out of it. $55 million budget for 1990. 
The effect on ODR1s oporations ir severe, given that the larger 
donor financing flow8 are tied to specific road rehabilitation 
and maintenanca operations and cannot be reallocated to the 
inspection, contract overright, and other management functions of 
ODR. Resulting inefficiencies in the functioning of ODR have a 
disproportionate effect on the output of the office. The goals 
of the rhabilitation and maintenance program must be cut in half 
and the overall program is stretched out by more than twice the 
time as critical maintenance expenditures must be postponed and 
some of the 19,000 kilometer. of core roads continue to 
deteriorate. 



The presentation above is hypothetical but within the realm 
of the possible. It should be considered as a worst case 
scenario, including a breakdown in fiscal discipline as serious 
as in 1988 and, in addition, diversion of earmarked funds from 
the fuel tax. One could also envision a less severe version of 
this scenario in which public expenditure exceeds resource 
availability, but on a more modest scale. Recourse to monetary 
financing would then be more limited, inflation would increase to 
higher levels, but not so high as in 1988. And finally, the fuel 
tax allocations could still function as defined, thus resulting 
in ODR and SNRDA funding reductions which are relatively minor, 
say only 5 to 10 percent below projected requirements. This 
latter scenario, optimistic but also in the realm of the 
possible, would result in significant portions of the road 
rehabilitation and maintenance program being carried out in spite 
of a poor macroeconomic environment. Such a program would 
improve the future prospects for growth, provided of course that 
the GOZ ultimately does adopt a sound macroeconomic program which 
will stimulate the necessary investments in the economy. 

The first worst case scenario illustrates how important it 
may be to the road maintenance program for there to be a sound 
macroeconomic framework, particularly with respect to fiscal 
discipline by the GOZ. It is also important for the Bank of 
Zaire to maintain an official exchange rate in line with 
developments on the parallel exchange market. There is a real 
risk that, as a macroeconomic crisis deepens, the GOZ will decide 
to abandon the exchange rate adjustment system it now employs and 
permit the zaire to diverge significantly from the parallel 
market rate as it did in 1988 by about 40 percent, thus creating 
a shortage of foreign exchange which could affect both fuel 
imports and economic activity generally. Again, a lower level of 
fuel imports would mean a lower level of tax revenues from which 
to fund ODR activities. Also, a decline in economic activity 
would affect budget revenues and make it more likely for the 
allocations to ODR and SNRDA to be less than currently projected. 

while we have discussed the effects of unfavorable 
macroeconomic developments on the funding levels of ODR and 
SNRDA, we should also point out that continued deterioration in 
the national road network itself reduces the potential for 
economic growth. This is particularly true given the serious 
state of disrepair into which main roads have fallen, due both to 
the long-term neglect of maintenance and the catastrophic crisis 
in road maintenance of 1987-89. m e n  the IMP felt it necessary 
in discussing Zaire's severe structural problems to single out 
the poor state of the road system aa a factor limiting the 
prospects for export diversification and growth of the economy. 
The high returns to road maintenance and rehabilitation on the 



top priority roads (19,000 kilometers out of the total road 
network of 145,000 kilometers) show that Zaire is nowhere near 
the margin at which one could ask if there are not better 
alternative uses for the funds. Also, certain indicators suggest 
the reversal of integration of the national economy. These are 
.low and declining levels of traffic on the roads (40 percent 
below the levels attained in the fifties), increasing levels of 
food imports, and only slow growth in agricultural production for 
domestic consumption. 

In conclusion, there are significant risks to the TRP from 
an unfavorable macroeconomic environment. It would therefore be 
unwise to attempt to proceed with the funding of road 
rehabilitation and maintenance activities on a large scale until 
agreement with the World Bank and the IMP are reached on a 
structural adjustment program. 
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SOCIAL SOUNDNESS ANALYSIS 

I. PREFACE 

This annex focuses primarily on the impact of fuel imports, 
institutional and policy reforms, decentralization, and road 
rehabilitation on various populations, particularly rural 
households and private sector enterprises. The annex identifies 
ways in which the Transport Reform Program (TRP) may affect fuel 
importers, road contractors, manual road workers, transporters, 
and farmers. Gender and urban/rural differentials are discussed 
as well as socio-political issues. 

Since TRP is primarily national in scope, analysis of the 
social context for llprojectizedu activities in Bandundu and Shaba 
is limited. A more detailed description can be found in recent 
agricultural and transport project papers. See Annexes 4, 5, and 
6 for discussion of related transport and economic issues. 

11. BACKGROUND 

Building and maintaining Zaire's road infrastructure is a 
formidable task given the country's size (eleventh largest in the 
world), varied terrain and soil conditions, and abundant 
rainfall. Integration of Zaire's 250 ethnic groups into the 
national economy depends on a functional transport network 
serving both urban and rural populations. In the past large sums 
of money were spent by the GOZ and international donors on 
developing this network. The deteriorated state of the roads is 
testimony to the need for a revised strategy. 

The Transport Reform Program is designed to facilitate the 
restoration of the road network and ensure its sustainability. 
Provision of $28 million of fuel under USAID'S Commodity Import 
Program (CIP) will be contingent upon the adoption and 
implementation of policy and institutional reforms aimed at 
establishing a systematic, efficient, and adequate road 
maintenance system. Revenue from fuel taxes will provide Office 
des Routes (ODR) and Service National de Routes de Desserte 
Agricole (SNRDA) with a steady source of funds for road 
maintenance and rehabilitation. ODR is responsible for the 
national and regional road network, SNRDA for agricultural feeder 
roads. Counterpart funds generated under the program will help 
finance road network planning and management as well as 
institutional reorganization and development. Bandundu and 
Shaba, regional sites of USAID's agricultural projects, will 



receive most of the counterpart funds that are specifically 
designated for road activities. 

111. KEY POPULATION GROUPS 

- TRP benefits include financial savings, sales and investment 
opportunities, and employment generation. Groups that will be 
affected most immediately by TRP are oil importers and retailers, 
road maintenance contractors and their employees, transporters, 
marketing intermediaries, and major road users such as the mining 
industry and agro-industries. Long-term benefits resulting from 
sustained success in building a viable road maintenance system 
will accrue to farmers, traders, and urban and rural consumers. 
The Mission has identified rural households and private sector 
enterprises as TRPts key population since they are the focus of 
the Mission's overall strategies to increase agricultural 
production, productivity, and rural household income, and to 
develop the private sector. 

A. Rural Households 

Around 70 percent of Zaire's population lives in rural 
areas. Local agricultural feeder roads represent 60 percent of 
the total inventoried road network but account for less than one 
percent of the country's traffic. During agricultural marketing 
campaigns, merchants send trucks to pick up produce; however, 
during much of the year, there are few motorized vehicles on the 
feeder roads. Goods are carried on the head or back and to some 
extent by bicycle. Animals and intermediate travel aids are used 
to a very limited degree. 

Without transport corridors, be they roads, waterways, or 
railroads, rural households are isolated from the national 
economy and dependent on subsistence agriculture. Completion of 
the 525 kilometer paved road from Kinshasa to Kikwit in 1977 
stimulated cash cropping in the Kwilu area of Bandundu. 
Accessibility to the area and increased agricultural production 
resulted in Bandundu replacing Bas-Zaire as the principal source 
of Kinshasa's food supply. 

When asked to identify priorities for local development, 
villagers frequently mention transportation and roads. In 1988 
over 40 villages in Central Bandundu were surveyed as part of a 
Rapid Rural Appraisal. In response to the question What is the 
first problem in your village that you want to resolve?" medical 
care ranked as the first priority for local development, followed 
by the need for buyers, markets, and transportation for 



agricultural products. Improved housing and improved roads and 
bridges ranked third and fourth. 

B .  P r i v a t e  S e c t o r  E n t e r p r i s e s  

Many private sector enterprises will benefit from the 
Transport Reform Program -- fuel importers and retailers, 
industries, transporters, merchants, and private road 
contractors. Potential road contractors include agro-industries, 
private voluntary organizations (PVOs), and small local 
operators. The sections below discuss the impact of TRP on these 
groups. 

I V .  CONSTRAINTS AND INCENTIVES 

As noted earlier, villagers are quick to identify roads and 
transportation as priority needs. They also associate improved 
roads with increased agricultural production. The 1987 Impact 
Evaluation of Projet Nord Shaba (PNS) reported that: 

Almost all of the farmers located in PNS roads 
attributed their increased production to improved 
roads. The ability of traders to get to their villages 
or areas of production was cited by farmers as the 
determining factor in their deciding to increase 
production. In areas where roads were not improved, 
difficulty of evacuation was cited as the major 
constraint to increased production. Corn traders also 
mentioned roads as the most important factor explaining 
the increase in production. 

Bad roads are disincentives to increased production for 
several reasons. First, they hinder the delivery of agricultural 
inputs. Improved corn seeds have not been distributed in some 
a r e a s  o f  Shaba due t o  poor road c o n d i t i o n s .  Second, bad roads  
can reduce competition, lower farmgate prices, and increase the 
risk of post-harvest loss. Not knowing whether another merchant 
will come to their village, farmers often accept a low price for 
their produce. Post-harvest loss due to delays in crop 
evacuation discourages farmers from increasing production. The 
extent to which this loss can be attributed to lack of transport 
varies in different areas. 

In Bandundu, transporters interviewed as part of a recent 
road transport study (see Annex 4) claimed that produce is, for 
the most part, reaching the market. However, this may not be 
true for villages located beyond the average 140 kilometer radius 



served by individual transporters. Farmers, traders, and 
transporters interviewed during a 1988 Commercial Survey Baseline 
Study in Central Shaba identified lack of transport as the major 
impediment to improving commercial marketing channels. Project 
officers in Central Shaba continue to report a surplus of corn in 
some villages despite consumer demand. To reach villages in this 
area, trucks coming from the west must travel over cattle tracks 
and make a lengthy detour because there is no ferry across the 
river. Given the limited number of trips that can be made over 
such roads, traders prefer to maximize their trips by purchasing 
higher profit commodities such as palm oil and peanuts. 

Merchants and other transporters are not inclined to extend 
their areas of operation or increase their transport fleet if 
roads are in a state of disrepair. Due to deteriorated road 
conditions between Kinshasa and Kikwit, some transporters have 
stopped operating on this road. Kikwit merchant transporters who 
used to average four trips per month per vehicle to Kinshasa are 
now averaging two. Difficulty in obtaining spare parts and 
credit for new vehicles also hinders development of the transport 
sector. Improved, maintained roads should be an incentive to 
transporters to increase the number of trips they make, since 
both the time and vehicle operating costs of each trip will 
decline . 

For many private sector organizations, poor roads mean lost 
vehicles, markets, and revenues. To protect their interests, 
many of these organizations have repaired local roads at their 
own expense. In the future, SNRDA will be contracting with 
private sector organizations for maintenance of rural feeder 
roads. In Bandundu and Shaba alone, nearly 300 organizations 
have expressed interest in road maintenance. These organizations 
will benefit as both consumers (road users) and as producers 
(recipients of government contracts). However, a major 
impediment to participation is skepticism that contractors will 
be compensated for their services. This skepticism is based on 
earlier, negative experiences with government maintenance 
contracts. 

V. PROGRAM IMPACT 

This section identifies the ways in which different groups, 
by virtue of their occupation, gender, or place of residence, 
could be affected by the Transport Reform Program. Road 
improvement is one variable interacting with others to stimulate 
change. Some of the related variables which will shape the 
impact of TRP are: 



The inflation rate and corresponding changes in 
consumer purchasing power and relative prices of 
manufactured goods. 

The availability of credit to traders and transporters 
for agricultural campaigns. 

The regulatory environment (cost of taxes, fines, 
licenses, trade barriers, and informal taxes). 

Competition generated by the import of commodities 
which are produced locally (sugar, rice, and corn). 

The availability of credit for purchase of vehicles and 
spare parts. 

Investments in agriculture, health, industry, and 
education. 

Elasticity of supply for rural commodities. In some 
areas, labor constraints may inhibit intensification of 
agriculture and economic growth. 

A.  Occupation 

1. Fuel Importers 

The most immediate beneficiaries of TRP are fuel importers, 
particularly those in Kivu and Shaba. TRP will increase their 
access to foreign exchange for the purchase of fuel imported 
under the Commodity Import Program. Fuel price adjustments will 
allow fuel companies to receive adequate compensation for their 
purchases. Between 1987 and mid-1989, government-controlled fuel 
prices were set below importers' cost. In addition to losing 
money on fuel sales, the companies were not receiving payment for 
the fuel bills of GO2 ministries and parastatal organizations. 
Consequently, the companies refused to pay fuel taxes, thereby, 
depriving the government of its major source of funds for road 
maintenance. A regular supply of petroleum products at market 
prices will provide a systematic funding mechanism for road 
maintenance and may encourage retailers to reopen depots closed 
during periods of shortages. 

2. Private Sector Road Contractors 

The next group to benefit from TRP are private sector road 
contractors and their employees. During the past ten years, 
Office des Routes contracted with private sector organizations, 



referred to as "attributaires,I1 to complete approximately 25 
percent of manual road maintenance. ODR performed almost all 
road work requiring equipment. ODR1s reorganization calls for 
the transfer of maintenance, rehabilitation, and construction 
work to the private sector, with ODR functioning as a management 
and planning institution. Transfer of maintenance activities is 
expected to proceed fairly rapidly, since many private sector 
organizations such as agro-industries, merchant transporters, and 
PVOs are already experienced in road maintenance. The private 
sector will be slower in assuming responsibility for 
rehabilitation and construction because major investments in 
equipment and training may be required. 

3 .  Manual Road Workers 

The Transport Reform Program will generate employment for 
thousands of manual road workers, referred to as "cantonniers." 
SNRDA projects that maintenance will be performed on 21,000 
kilometers of agricultural feeder roads in 1991, rising to 35,000 
kilometers in 1995. Manual labor requirements are determined on 
the basis of one "cantonnierI1 for every two kilometers, and one 
"capita8I (overseer) for every ten tlcantonniers.tl On the basis of 
these projections and calculations, manual road maintenance would 
provide seasonal, part-time employment for 10,000 to 17,000 
manual road workers and for over 1,000 overseers. 

During the colonial period, "cantonniersU acquired a certain 
status in their communities because they were paid for their 
labor. The post-independence Roads Administration employed as 
many as 40,000 workers, most of them manual maintenance laborers. 
In the mid-1980s, Office des Routes dismissed all its manual road 
workers, who by then numbered 8,000 and represented about half of 
ODR1s employees. 

Today llcantonniersM are an aging generation of specialists. 
New recruits are often the poorest individuals in a community. 
In a 1989 study of "Private Sector Road Maintenance in Zaire," 
Brown and Musungu reported that manual road laborers lived in 
conditions of extreme insecurity and frequent exploitation. They 
found cases in which flcantonniersll were not paid for their labor. 
An effective fuel tax, which provides stability for road 
maintenance financing, will help ensure that ODR has funds to pay 
llattributairesn so that they, in turn, can make regular salary 
payments to their workers. Another form of protection would be 
to stipulate as a selection criterion that nattributairesw have a 
record of being a reputable employer. 



Transporters 

The most immediate beneficiaries of improved roads are 
transporters. Annex 4 gives a detailed description of the three 
categories of truck owners: 

the formal trucking industry which transports goods for 
third parties. 
producers, mainly of manufactured goods, who operate 
their own truck fleets. 
merchant transporters. 

The third and largest category is the one which most 
directly affects rural households -- TRP1s key population group. 

Merchant transporters purchase produce directly from the 
village and transport it to large urban centers. In the cities 
they buy goods such as salt, soap, and cloth which they then sell 
in their stores. Merchant transporters interviewed in Bandundu 
said that with new trucks and better roads, they could increase 
the number of trips they make. Improved roads will extend 
vehicle life, reduce vehicle operating costs, and lower fuel 
consumption per trip. Improved roads will also provide merchants 
with opportunities for new markets and increased sales. 
Inefficient operators and those who have profited from lack of 
competition may not benefit from improved road conditions. 

5. Fanners 

Provided that there is no collusion among merchants, a 
well-maintained feeder road network should encourage competition, 
resulting in increased marketed surplus. Following the 
rehabilitation of a road in Central Shaba, the price farmers 
received for corn increased from approximately 50 percent to 90 
percent of the railhead price. Lower transport costs for 
manufactured goods and higher farmgate prices should result in a 
more favorable exchange for farmers. 

Serviceable rural roads are part of a set of interventions 
aimed at increasing agricultural production and maximizing 
farmers1 benefits. In order to take advantage of higher farmgate 
prices, farmers require agricultural inputs and extension 
services. For instance, Kinshasa consumers prefer cassava from 
Bas-Zaire over cassava produced in Bandundu. Eubumbashi 
consumers prefer Zambian corn. USAID-supported agricultural 
projects are introducing new crop varieties and cultivation 
techniques that can increase agricultural production and improve 
quality. Extensi n agents provide marketing information which 
helps farmers det 8 mine how much of their fields should be 
planted in various crops. 



B. Location 

1. Rural Areas 

Without a viable road network, rural areas are isolated from 
markets as well as services. The absence of all-weather roads 
hinders recruitment of health professionals for employment in 
rural health facilities. Due to the poor state of the roads, 
adequate supervision is difficult to provide under the 
USAID-assisted Basic Rural Health Project. If a bridge is washed 
out or if a road is impassable, a detour can add significantly to 
travel time and reduce the actual number of hours visiting 
doctors are able to spend at rural health centers. At certain 
times of the year, some health centers are cut off from supplies 
and supervision. Motorcycles used by health workers soon require 
maintenance due to the bad roads. The majority of the 
motorcycles provided by the project are in disrepair, awaiting 
spare parts. 

With a good road system, villagers can more easily travel to 
towns that offer specialized care. When emergency care is 
required, road conditions are a critical factor. 

On the negative side, greater movement of people between 
areas increases the spread of disease. In Zaire, AIDS has been 
confined primarily to urban areas, but the number of rural cases 
is increasing and would most probably rise even higher if there 
were better urban-rural road linkages. 

Some studies have noted the potential negative impact of 
roads on nutrition. Findings from a 1983 nutritional survey in 
Bandundu suggested that the incidence of malnutrition among 
children was highest in forested areas and second highest in 
areas near roads in the Kwilu subregion. It was reported that 
much of the peanut crop (an important protein source) was sold to 
traders for shipment to Kinshasa after the Kinshasa-Kikwit road 
was paved in 1977. It appeared that many households near roads 
had elected to sell a greater proportion of their crops, using 
the money to buy consumer goods and higher cost food, and to pay 
taxes and school fees. The survey focused on the incidence of 
malnutrition and did not generate enough information to analyze 
the causes of malnutrition. However, it points to the need for 
nutrition education and monitoring. 

Road rehabilitation can have consequences on land tenure and 
the environment. Increased land values associated with improved 
access to economic centers can result in land disputes and 
displacement. Population pressures can lead to diminished fallow 
time, deforestation, and erosion. These problems have already 
been identified in some areas of Bandundu where roads have been 



rehabilitated. Kivu, with its high population density, will 
likely experience more pressure on the land as rural areas become 
more accessible. 

One benefit sometimes mentioned in connection with roads is 
increased personal mobility. Some believe that roads will hasten 
migration to urban areas. These issues are likely more relevant 
in areas with new road construction and a developed public 
transport system. At present, the public transport system is 
fairly limited. Road rehabilitation will encourage the expansion 
of bus service between urban and rural areas. 

2 .  Urban Areas 

Urban streets and roads do not fall under the jurisdiction 
of Office des Routes; therefore, they will not be maintained as 
part of the Transport Reform Program. However, the prices urban 
residents pay for fuel, transport, and agricultural products are 
likely to be affected by TRP. This section will focus on the 
possible impact on food prices and reserve discussion of fuel 
prices to a later section of the paper. 

Lower transport costs and increased agricultural output 
should drive down the price consumers pay in the market for 
agricultural goods. A recent study comparing annual deflated 
retail prices of two cassava products in the Kinshasa market 
lends support to this relationship. The paving of the Kikwit- 
Kinshasa road transformed Bandundu into the dominant exporting 
region of flcossettes," the most common form of marketed cassava. 
As supply increased, the real price of 9tcossettesu (in 1988 
zaires) dropped from 2 144 per kilo in 1978 to 2 85 per kilo in 
1988. 

Because of its perishability, improved road conditions had 
little effect on the supply of "chikwangue," a ready-to-eat 
cassava product, since Kinshasa remained dependent on areas 
closer to the city. Based on the price reference above, the 
price of "chikwanguen rose from a low of Z 86 in 1981 to Z 151 in 
1987. Reflecting these price changes, per capita "cossetten 
consumption has grown slightly since 1975 while consumption of 
"chikwanguem has fallen substantially. 

In addition to food, cities are dependent on rural areas for 
raw materials. Many agro-industries, such as jute, soap, and 
textile manufacturers, are operating at less than full capacity. 
Improved rural-urban linkages and increased rural incomes should 
increase the production and sales of locally manufactured goods. 



About a third of Zaire's primary and secondary roads are 
included in ODRts 1990-92 priority program for rehabilitation and 
maintenance. Selection of roads for rehabilitation and 
maintenance is always subject to various pressures. In order to 
protect against favoritism, Office des Routes has developed a set 
of selection criteria. (Refer to Annexes 3, 5, and 6.) 

Shaba and Bandundu will receive most of the CIP-generated 
counterpart funds specifically designated for road maintenance 
and rehabilitation. The two regions that will benefit directly 
from TRP fuel imports are Shaba and Kivu. They were selected 
because their fuel consumption corresponds to the magnitude of 
USAIDts funding and the entry points for fuel imports are in the 
east and south. The other regions, which receive their fuel via 
Matadi, will be serviced through World Bank fuel imports. 

Decentralization is one of the major components of the 
Transport Reform Program. Under TRP, regions and local 
communities will increasingly be given greater authority and 
responsibility for road work. Increased regional and local 
participation will encourage transparency, accountability, and 
better performance. The rate at which decentralization takes 
place will differ from region to region. There are presently 
great variations in the capacity of different regions to manage 
road maintenance and rehabilitation and to mobilize local 
resources. (See Annex 5 for a discussion of decentralization.) 

VI. GENDER CONSIDERATIONS 

Women are likely to benefit from TRP mostly in their roles 
as farmers, market vendors, and particularly traders. Women are 
unlikely to benefit from the program's employment and training 
opportunities since wcantonniersH and ODR/SNRDA professional and 
technical employees are men. Two studies planned under TRP will 
be of particular relevance to women. One will examine the 
potential for intermediate technologies in rural transport; the 
other will research the informal transport sector. 

A. Woman a s  Parmars 

Zairian women play a critical role in the production, 
processing, and transportation of food. A 1970 Agricultural 
Census showed regional male/female ratios in smallholder 
agriculture ranging from 73/100 in Bas-Zaire to 98/100 in 
Equateur. In both Bandundu and Shaba, there were 83 men farmers 



for every 100 women farmers. These ratios do not reflect gender 
differences in the amount of time spent in agricultural 
activities. In Bandundu, men's agricultural involvement is 
limited primarily to the clearing of fields. Women are 
responsible for sowing, weeding, and harvesting food crops. 

Studies in USAID project areas indicate that many women 
farmers are heads of household. Out of more than 13,000 
households surveyed in one zone in Bandundu, 17 percent were 
headed by a woman. Female-headed households represented 27 
percent of the more than 17,000 households surveyed in another 
zone. 

The premise that improved access to markets will increase 
women's agricultural productivity is the subject of some debate. 
One concern is that transporters will continue to favor low bulk, 
high value cash crops such as coffee over cassava, traditionally 
a woman's crop. A second concern is that time constraints will 
hinder women's ability to respond to new opportunities. In the 
1988 study, MAgricultural Labor Productivity and Rural 
Development in Kwango-Kwilu, Zaire," Springer-Heinze concluded 
that women's productivity in traditional farming systems will not 
improve given the constraints on women's time and their limited 
access to innovations and education. There are two possible 
responses to this conclusion: 1) since men have fewer 
constraints on the use of their time, men should be introduced to 
improved farming practices and promising agricultural activities 
such as livestock raising, fish farming, and cash cropping, or 2) 
efforts should be made to extend agricultural services to women 
and to alleviate their time constraints. 

For the most part, the first approach, which confines women 
to less productive activities, is the one that has been applied 
in Zaire. USAID agricultural projects are attempting to take the 
second approach by extending agricultural services to women and 
advocating the elimination of time constraints such as imposed 
cropping. In the area of USAID-assisted activities in Shaba, 
over one fourth of the contact farmers are women. Contact 
farmers are trained by extension agents to provide information on 
improved farming practices to other farmers. Five of the 35 
extension agents are women. In Bandundu, a Women in Development 
pilot activity provides extension services to 500 women. These 
efforts, along with programs to improve women's health and 
education status, will increase women's ability to take advantage 
of development opportunities, including those made possible 
through road improvements. 



8. Women am Transporters and Traders 

Significant recognition has not been given to women's 
contribution in the transportation of goods, much of it done on 
foot, carrying heavy loads on the head or back. In areas of 
Zaire where fields are several kilometers from the village, the 
first stage of the transportation system is both labor and time 
intensive. Even in Central Shaba, where the division of 
agricultural labor is more equitable than in many parts of Zaire, 
transport of cassava from the fields to the family granary is 
performed exclusively by women. 

Some women farmers sell their produce to merchant 
transporters. Others headload their goods to local markets. In 
rural areas women are also seen transporting such items as combs, 
candles, and notebooks. E. Reid, in her 1982 survey of the Kwilu 
area of Bandundu, observed: ItAll bicycle commercants are men. 
However, there are many women commercants ambulants who walk, 
often long distances, from villages to larger market towns where 
they purchase small items for resale at village markets." 

The impact of improved roads on these "commercants 
ambulants" will likely be minimal. However, traders dependent 
upon transport will be among the first beneficiaries of TRP. 
Although the formal transport industry and the merchant 
transporter class are male dominated, women traders play a 
significant role in the transportation of goods. Some women own 
their own trucks; others rent trucks or space on traders' trucks. 
In Shaba, the majority of traders who travel up and down the 
Kasai River on passenger/cargo boats are women. A few women from 
Kinshasa, Bandundu city, and Kasai buy limited amounts of 
agricultural products in villages in Bandundu. They sell these 
goods in urban centers in exchange for salted fish, cloth, 
second-hand clothing, and other consumer items. 

In her study of Kisangani businesswomen, MacGaffey (1987) 
found that women represented 28 percent of the owners of sizable 
businesses who were not connected with politics. These women 
specialized in retail and semi-wholesale trade, travelling 
commerce, and the transport of goods to and from Kinshasa and to 
the interior of the country. In addition to women who had 
commercial licenses, many more operated in what MacGaffey calls 
the second economy. The number of women in this informal sector 
is unknown since their activities are unmeasured and unrecorded. 

In Kinshasa there are prosperous businesswomen who trade in 
goods they have purchased in Europe. They also buy large 
quantities of rice, dried fish, chicken, and palm oil from the 
interior. These enterprising businesswomen also function as 
semi-wholesalers or market intermediaries. Of 500 market women 



surveyed i n  Kinshasa,  20 p e r c e n t  s a i d  t h a t  t h e y  bought 
a g r i c u l t u r a l  produce from market i n t e r m e d i a r i e s ;  53 p e r c e n t  
purchased t h e i r  goods from d e p o t s  where merchant t r a n s p o r t e r s  
s e l l  produce from Bandundu and Bas-Zaire (Departement d e  l a  
Condi t ion  Feminine e t  d e s  A f f a i r e s  S o c i a l e s ,  1984) .  

The food and t r a n s p o r t a t i o n  c y c l e  ends ,  a s  it o f t e n  b e g i n s ,  
i n  t h e  hands of women. I n  10 Kinshasa marke ts  surveyed ,  83 
p e r c e n t  (13 ,000)  o f  t h e  food vendor s  were women. Among 500 women 
surveyed ,  40 p e r c e n t  depended on p u s h c a r t s  t o  t r a n s p o r t  goods 
from t h e  p o i n t  of purchase  t o  t h e  market ;  n e a r l y  one f o u r t h  
c a r r i e d  t h e  produce themselves  o r  h i r e d  a  p o r t e r .  

C .  Women a s  Road Maintenance Workers 

O D R t s  p l a n s  f o r  road  maintenance i n  ~ r a l  a r e a s  w i l l  
g e n e r a t e  employment f o r  thousands  of road  maintenance workers .  
Women have n o t  been employed a s  t l c a n t o n n i e r s , t l  b u t  t h e y  have been 
involved  i n  road  work. Reid (1982) r e p o r t e d  t h a t  i n  t h e  Kwilu 
a r e a  of Bandundu, women c u l t i v a t o r s  o f t e n  worked on t h e  roads  f o r  
no pay t o  e n s u r e  t h a t  t r a d e r s  had a c c e s s  t o  t h e i r  v i l l a g e .  

U n t i l  a  f e w  y e a r s  ago,  t h e  p o l i t i c a l  p a r t y  o rgan ized  a  l a b o r  
supp ly  f o r  p u b l i c  works p r o j e c t s ,  i n c l u d i n g  road  maintenance.  
T h i s  p r a c t i c e  is r e f e r r e d  t o  a s  " ~ a l o n g o . ~ ~  Neighborhoods and 
communities were I1s t rongly  encouragedIt t o  p a r t i c i p a t e  i n  t h e s e  
p r o j e c t s .  Under " s a 1 0 n g o ~ ~  a  12 k i l o m e t e r  road  i n  Bandundu was 
b u i l t  manual ly  by l o c a l  women c u l t i v a t o r s .  Three male road  
workers ,  p a i d  by t h e  c o l l e c t i v i t y ,  s u p e r v i s e d  t h e i r  work. 
Although l t sa longol t  is no l o n g e r  a n  o f f i c i a l  p o l i c y ,  it c o n t i n u e s  
t o  be  p r a c t i c e d  i n  some a r e a s ,  e s p e c i a l l y  i n  p l a c e s  where t h e r e  
a r e  no r ecogn ized  I ' a t t r i b u t a i r e ~ . ~ ~  An e x t e n s i o n  s p e c i a l i s t  
working i n  Bandundu r e c e n t l y  r e p o r t e d  t h a t  women i n  h e r  a r e a  
s t i l l  do road  maintenance a s  p a r t  o f  " s a 1 0 n g o . ~ ~  

I t  would appea r  t h a t  manual road  work becomes a  I1man1s jobt t  
when it is remunerated. Every effort should be made to find 
e q u i t a b l e  s o l u t i o n s  t o  r o a d  maintenance needs ,  i n c l u d i n g  
i n c r e a s e d  r e l i a n c e  on t t a t t r i b u t a i r e s l t  who r e g u l a r l y  pay t h e i r  
workers  and do n o t  r e l y  on t t sa longo . l t  



VII. 80CIO-POLITICAL ISSUE8 

A. Distribution of Banafits 

A.I.D. found in its evaluation of road projects (Anderson 
and Vandervoort, 1982) that few of them had resulted in a 
reduction of inequities. The most immediate beneficiaries of 
improved roads are often major road users and people with access 
to capital, such as owners of industries, commercial enterprises, 
and trucking firms. This is not to say, however, that benefits 
do not accrue to people of lower socio-economic groups. A 
sustained rural infrastructure and overall improvements in the 
economy, in part stimulated by investments of the above mentioned 
groups, can bring long-term benefits to the rural poor in terms 
of their purchasing power and access to services. As pointed out 
by Howe in his study of "The Impact of Rural Roads on Poverty 
Alleviation: A Review of the Literaturen@ (1984), "...the extent 
to which road investments will affect the distribution of incomes 
and people's response to possibilities of new services remains 
speculative." 

B .  Fuel Pr ice  Adjustment 

Fuel price adjustment is one of the critical components for 
meeting the TRP conditionality of adequate domestic resources for 
road rehabilitation and maintenance. Prices are to be adjusted 
for inflation and changes in the world price of fuel. In recent 
years, oil importers incurred a loss because the fixed price of 
fuel did not cover their costs. Due to lack of liquidity, 
distributors' operational stocks were insufficient, resulting in 
irregular distribution, shortages, and consumer dependency on the 
parallel market where prices were nearly ten times the official 
rate. 

A reliable source of fuel will be one of the benefits 
consumers receive from frequent fuel price adjustments. Regular 
fuel supplies will benefit consumers in the interior of the 
country who are often the first to suffer from shortages. If 
free market conditions prevail, competition should result in 
better service. In addition, revenues generated from fuel sales 
will help to finance road rehabilitation and maintenance. (For 
an in-depth discussion of the fuel sector, see Annex 2.) 

Frequent fuel price adjustments will likely lead to price 
increases, creating hardships, especially for urban residents and 
lower economic groups dependent on kerosene for lighting and 
cooking. Kinshasa residents get to work each day by walking or 



by riding in a bus, taxi, or personal car. Bicycles and 
motorcycles are very rarely seen. It is not unusual for workers 
to spend two hours travelling to their place of employment. 
Transport costs can take one third of a domestic household 
employee's salary. An FSN at grade 5 who is employed by the 
Mission stated that 17 percent of his salary is spent on public 
transportation. 

Major increases in fuel prices can have serious 
repercussions. In February 1989, the doubling of fuel prices 
(and consequent doubling of public transport rates) precipitated 
student demonstrations in Kinshasa and Lubumbashi. The 
demonstrations quickly took on a more political tone; there were 
reports of numerous injuries and the deaths of from two to over 
20 students. It is hoped that regular, frequent adjustments to 
fuel prices will help avoid this type of reaction to price 
changes. 

C. Decentralization and Reorganization 

One of the potential benefits of decentral-ization mentioned 
earlier is employment generation in rural areas for local manual 
road workers and private sector organizations. With local 
interest groups assuming greater responsibility for the road 
network in their area, accountability and performance should 
improve. This transfer of power, however, will not take place 
without some resistance and obstruction. Based on the positive 
reception decentralization has received at the ministerial and 
regional level, TRP will initiate pilot activities and case 
studies of decentralization and local resource mobilization. 
(~ecentralization is addressed more fully in Annex 5.) 

Reorganization of Office des Routes entails a dramatic 
reduction in staff. Between December 1988 and March 1990, the 
number of ODR employees was reduced from 7,500 to 5,800. Another 
800 are scheduled to be released by the end of this year. There 
is discussion now of reaching a staff level of 2,000 by 1993. 
These reductions have resulted in some disturbances. After an 
announcement was made that the number of contract personnel would 
be reduced in August 1989, cases of vandalism and violence were 
reported in Kasai, with threats of similar actions in Shaba. In 
response, ODR decided to postpone the release of these workers 
until their contracts had expired. 

ODR plans to give seven billion zaires in severance pay to 
the 1,200 employees who will be released in 1990. This amount is 
about three billion zaires more than it would cost to keep the 
employees on the payroll for a year. The assumption is made that 
most of ODR1s technical people, such as mechanics and equipment 



operators, will be employed by the private sector organizations 
awarded contracts for road work. ODR is considering a contract 
stipulation that would require the hiring of former ODR employees 
whenever contracts of a certain magnitude call for the 
recruitment of new personnel. Seventy ODR engineers will be 
seconded to SNRDA. Other employees will receive training so that 
their skills match the institution's requirements. Assistance 
for training will be provided through TRP. (See Annex 8 on 
training.) 

There are inherent risks in building a program on a set of 
conditionalities. In the best case scenario, TRP will operate 
without any interruptions. However, the World Bank's experience 
with structural adjustment in Zaire suggests that the Mission 
carefully consider the implications of withdrawing assistance 
whenever conditionalities are not met. One of the objectives of 
TRP is to help establish regular, systematic financing for road 
maintenance. If USAID and/or the World Bank delays delivery of 
fuel imports, there could be fuel shortages and disruptions in 
payments of the fuel tax. ODR then would once again be unable to 
maintain roads or pay contractors. Breach of contract on the 
part of ODR would in turn seriously jeopardize the prospects for 
decentralization. 

Another objective of TRP is to develop ODRvs planning and 
budgeting capability. Conditionalities and counterpart funding 
will make this task difficult. If TRP is halted, there will be 
no counterpart funds for ODR operations or road maintenance in 
Shaba and Bandundu. Even if TRP is operational, the Mission may 
find itself in the position of needing some of the fuel-generated 
counterpart funds for other project activities or for operational 
expenses. 

With program assistance contingent on compliance with 
conditionalities, USAID might find itself acting as an 
enforcement agent rather than a development partner. Care should 
be taken in the selection of the technical assistance team. The 
efforts of technical advisors will be counterproductive if team 
members see their task primarily as policing ODR and SNRDA. 



The purpose of developing a sustainable road network is to 
facilitate the movement of goods and services. A viable road 
network can help rejuvenate Zaire's economy. Roads connect 
minerals and coffee with export markets, food and agricultural 
raw materials with urban markets, and manufactured goods with 
rural markets. Roads provide an incentive for economic 
investment in agriculture, industry, or commerce, and link people 
with services that can improve their productivity, health, and 
welfare. 

The impact of road improvements will be limited if not 
accompanied by improvements in Zaire's macro-economic investment 
climate and other interventions. Potential benefits could be 
eroded by high inflation rates, restrictive government pricing 
policies, or a decline in world prices for cash crops. The most 
promising prospects for TRP are in areas where roads are one 
component of an integrated development approach. Rural 
households will be able to capitalize on the opportunity provided 
by better access to markets if they can increase their yields, 
improve the quality of their produce, and alleviate women's time 
constraints. 

The potential long-term impact of TRP is greater than many 
traditional road rehabilitation projects for two reasons. First, 
TRP1s emphasis is on road maintenance. In the absence of a 
maintenance program, new or rehabilitated roads soon fall into 
disrepair. Second, TRP addresses the structural problems that 
have handicapped ODRts operations. TRP will make a significant 
contribution to the transport sector by establishing a systematic 
funding mechanism for road maintenance and developing the 
institutional capacity to plan and manage a sustainable road 
network. 

TRP's socio-economic impact will be monitored through 
changes in traffic, transport costs, commercial activity, 
rural-urban terms of trade, and marketed surplus in U S A I D  project 
areas. Program impact will be monitored through the information 
units of the Central Shaba Development Project and the 
Agricultural Marketing Development Project, Mission research 
activities, TRP-funded impact studies, and ODRfs Cellule 
dfInformation. TRP studies will examine the social impact of 
fuel price adjustments and the transportersf response to improved 
road conditions. Two studies, one on the informal transport 
sector and the other on the transport needs of lower income 
groups, will suggest programs for addressing the transport needs 
of women. Annex 9 (Research and Analysis) describes the 
monitoring activities and research studies that will form the 
basis for evaluating TRP's socio-economic impact. 
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RESEARCH AND ANALYSIS 

I. INTRODUCTION 

The TRP research agenda is fourfold: 

to study alternative funding mechanisms for road 
rehabilitation and maintenance; 

to develop the capacity for the col.lection and analysis 
of transport information; 

to monitor and assess the program's impact; and 

to provide the analytical framework for future project 
design and sector activities. 

This agenda is based on the analyses done in preparation for 
the PAIP and the PAAD. The research program is discussed in this 
annex under the headings of Alternative Road Financing, Transport 
Information System, Impact Analysis and Evaluation, and Future 
Programming. The research budget appears in Annex 12. 

Office des Routes (ODR) and SNRDA, the two institutions 
responsible for Zaire's road network, are dependent on revenues 
from fuel taxes and the GOZts investment budget. In recent years 
these two funding mechanisms failed to provide adequate resources 
for road maintenance. As a result, the road network rapidly 
deteriorated. Alternative, supplemental funding options will 
improve the prospects for a sustainable and effective road 
maintenance system. Two of the options to be studied under TRP 
are road user fees and local resource mobilization. 

A. Road Umr Prom and Road/Vehiclr Damrgr Tests 

Road use taxes would place more financial responsibility on 
users for road maintenance and repair. Presently owners of 
motorized vehicles, most of whom are urban residents, support 
road maintenance through fuel consumption taxes. Vehicle owners 
are not assessed according to the axle load or the damage their 
vehicles cause to the roads. Consequently, the financial 
contribution to road maintenance made by trucks is low compared 
to that made by cars. 



In order to assess the viability of road user fees, two 
studies will be done. The first will require Road and Vehicle 
Damage Tests. Road damage tests will measure the damage 
inflicted on a variety of road surfaces by different types of 
vehicles and the cost of repairing this damage through road 
rehabilitation and maintenance. Vehicle damage tests will be 
used to estimate ownerst operating costs according to the quality 
of road conditions. 

The Road User Fee Study will utilize the results of the road 
and vehicle damage tests to calculate equitable road user fees. 
The study will also propose efficient and appropriate methods for 
collection of these fees. Another aspect of the study will be to 
examine measures for limiting road damage, such as axle load 
regulations, customs regulations on the importation of oversized 
trucks, and rain barriers. 

B. Local Resource Mobilisation 

In addition to road user fees, local revenue generation is 
another alternate financing mechanism that will be studied under 
TRP. An analysis of fiscal mechanisms, organizational options, 
tax assessments, and collection procedures will be the task of 
the TRP regional technical assistants based in Bandundu and 
Shaba. These two advisors will work with short-term consultants, 
local officials, researchers affiliated with the university 
system of Zaire, and USAID staff to develop specific 
recommendations for improving the revenue performance, collection 
efficiency, and financial management of local administrative 
jurisdictions. The recommendations resulting from the study will 
be implemented in selected test zones to provide an operational 
study of their effectiveness. 

111. TRANSPORT IMORHATIOY SYSTW 

The establishment of a sustainable infrastructure will 
require reliable financing and sound investment choices. At 
present, ODR lacks the reliable information and planning tools 
needed for the development of a highway master plan and a road 
network maintenance strategy. One of the objectives of TRP is to 
improve the institutional capacity to plan and manage the road 
network through the establishment of a road information system. 

TRP will provide technical and commodity assistance to ODRts 
Cellule d81nformation (CI) to assist in the development of this 
system. The institutional contractor will provide one long-term 



transport economist to work with a Zairian counterpart in 
directing the information unit. TRP will also support the unit 
by supplying vehicles, computer hardware and software, and 
pneumatic traffic counting devices. 

The Cellule dlInformation will be responsible for 
inyentorying the road network and classifying roads and bridges 
according to their type, condition, and construction and 
maintenance history. In addition to these road quality 
inventories, CI will develop a program for origin/destination 
studies and for nation-wide traffic counts on priority paved 
highways and selected earth roads. Road data collection 
activities will be piloted in Bandundu and Shaba. 

IV. IMPACT ANALYSIS AND EVALUATION 

In order to assess the impact of TRP, information will be 
gathered from several sources: the information units of the 
Central Shaba Development Project (660-Om) and the Agricultural 
Marketing Development Project (660-Om), Mission research 
activities, and TRP-funded impact studies. TRP will draw upon 
data being collected as part of the Mission's agricultural, 
health, private sector, and PVO activities. The Cellule 
dlInformation will provide basic information that can be used for 
impact analysis, including records of private sector road 
maintenance contracts. Except for CIts nationwide data, most of 
the monitoring and impact data will be collected in Bandundu and 
Shaba, the regions of USAID-assisted project activities. The 
proqramts economic impact will be measured primarily through 
changes in traffic, transport costs, and commercial activity. 

A. Ongoing Data Collection 

As part of their ongoing monitoring activities, the Cellule 
dtInformation and the 105 and 098 information units will be 
recording traffic counts and travel times. The Cellule 
dtInformation will measure transport (vehicle operating) costs. 
CI will use the traffic counts and vehicle operating costs along 
with the actual costs incurred in rehabilitation and maintenance 
to calculate internal rates of return for upgraded, 
rehabilitated, and maintained road sections. The calculations 
from these benefit-cost analyses can be applied to future road 
rehabilitation and maintenance programs. These calculations will 
enable ODR to verify the accuracy of its assumptions and estimate 
the true returns to road rehabilitation and maintenance. 



Commercial activity, another impact indicator, is currently 
being monitored under the 105 and 098 projects. Commercial 
baseline surveys have already been conducted in these areas with 
follow-up surveys sck2duled for 1991-92. The Central Shaba 
Development Project i ~ l l  soon begin monitoring the market prices 
of approximately 10 commodities. This data will show changes in 
the terms of trade as will price monitoring activities under the 
Shaba Refugee Roads Project. 

Marketed surplus will also be used as a measurement of 
commercial activity and agricultural production. Since 1988 the 
Central Shaba Development Project has been collecting and 
analyzing the volume of produce leaving eight railheads. For 
several years records have been kept of Bandundu produce marketed 
in Kinshasa. Market prices and marketed surplus will be 
indicative of the impact of development interventions on women's 
food crops and men's cash crops. 

The information unit of Project 105 will also be gathering 
household data on production, productivity, marketed surplus, and 
income. These variables will be correlated with the distance 
from transport infrastructure. Census and regional data bases, 
currently being developed by the Mission for its Program Impact 
Evaluation framework, will be another tool for studying the 
relationship of transport infrastructure to labor productivity, 
per capita consumption of gpods and services, and nutritional 
status. Research from the Cornell Food and Nutrition Policy 
Program may also provide relevant data for analysis. 

B. Spacial Impact Studias 

Two areas that will require special TRP impact studies are 
1) the social impact of fuel price adjustments and 2) 
transporterst response to improved road conditions. One of the 
TRP covenants is that the GOZ1s fuel pricing policy reflects 
changes in world fuel prices, foreign exchange rates, and 
inflation. Fuel price adjustments usually mean higher prices. 
The Social Soundness Analysis (Annex 7) notes that sharp fuel 
price increases can negatively affect lower income groups 
dependent on kerosene for lighting and urban residents dependent 
on public transportation. In 1989 the doubling of fuel prices 
triggered public disturbances. 



The Fuel Pricing Impact Study will look at such issues as: 

the proportion of household expenditures going to fuel 
and transport; 
the impact of fuel price adjustments on public 
transport fares, transporters1 fees, and consumer 
prices; and 
the costs and benefits of fuel price increases versus 
benefits derived from regular fuel supplies, improved 
distribution and, ultimately, improved roads. 

Another impact study will focus on Transporters' Response to 
Improved Road Conditions. Information gathered during the 
pre-PAAD study of the transport distribution industry (see Annex 
4) will serve as the starting point for the TRP impact study. 
Thirty-seven road transporters were interviewed as part of the 
March 1990 study. In 1994, the same transporters will be 
interviewed to determine whether there have been any operational 
and/or attitudinal changes associated with improved road 
conditions. Specifically, the study will determine whether any 
changes are reported in the size of vehicle fleets, the number of 
trips per vehicle, travel times, trucking rates, vehicle 
operating costs, areas of operation, and levels of competition. 

The transporters will also be asked if any constraints, such 
as lack of spare parts or-credit, hindered them from taking 
full advantage of improved road conditions. The March 1990 study 
indicated that the transporters were skeptical that Office des 
Routes and SNRDA would promptly meet their financial obligations 
to road contractors. The 1994 study will attempt to identify any 
attitudinal changes of transporters toward ODR and SNRDA. 

To complete the picture, villagers from areas in which the 
transporters operate will be interviewed. They will be asked 
about changes in the number of merchant transporters visiting 
their village, farmgate prices, and post-hanrest losses 
attributable to transportation problems. Another question will 
be whether transporters continue the practice of issuing credit 
for the purchase of goods at their stores in lieu of direct cash 
payments to farmers. 

C .  Evaluation 

In sum, the two special impact studies, monitoring 
information collected throughout the program, and data from the 
Mission's research activities will provide the tools for 
evaluating TRP. Within the first six months of the program's 
start-up, the institutional contractor will develop a TRP 
monitoring and evaluation plan. A start-up evaluation will be 



conducted in 1992 and a final evaluation in 1994. The first 
evaluation will focus primarily on the status of policy and 
institutional reforms. The final evaluation will concentrate on 
program impact on the GO2 road maintenance system (planning, 
financial/administrative management, decentralization, local 
resource mobilization, private sector involvement), road 
infrastructure, and socio-economic indicators. 

V. FUTURE PROGRAMXINO 

In addition to research activities directly related to 
program implementation and impact, TRP will fund three studies to 
provide the analytical framework for future project design and 
sector activities. A brief description of each study follows. 

A. Potential  Expansion of Transport 8orrricms 

As noted in AID'S Rural Roads Evaluation Summary Report 
(1982), "A healthy, competitive transport industry is necessary 
to realize the benefits of rural road  improvement^.^^ The TRP 
study on the expansion of transpcrt services will outline options 
for USAID assistance to the pansport industry. The study will 
analyze policy, regulatory, financial, and other constraints 
hindering expansion of the industry. 

B. Thm Inform81 Imator i n  Transport Ierrricos 

The activities of the informal transport sector remain 
unmeasured and unrecorded for the most part. The purpose of the 
TRP-funded study will be to determine the extent to which 
transportation of goods is dependent on the informal sector, and 
the potential for development of this sector. Particular 
attention will be given to the role of women traders and 
entrepreneurs. As discussed in Annex 7, many women specialize in 
retail and semi-wholesale trade, travelling commerce, and the 
transportation of goods to and within Zaire. This study will 
describe in detail women's contribution to the distribution and 
delivery of goods and will identify opportunities for assistance 
to these traders/transporters. 



C .  Transport Needs of  Lover Income Groups 

The first objective of the study will be to identify the 
transport needs of lower income groups, especially small-scale 
urban and rural producers and entrepreneurs. Several sites will 
be selected for the study of transport requirements associated 
with work, marketing, and social travel. Social travel includes 
visits to health and educational facilities and attendance at 
religious services, ceremonial rites, and political meetings. 
Gender differences in transport needs and access to alternative 
transportation technologies will be analyzed. 

The second objective of the study will be to determine the 
feasibility of meeting these needs with intermediate transport 
technologies. The researcher will review evaluation reports and 
visit areas that are experimenting with animal traction and 
alternative, lower cost transport technologies. Based on these 
visits, the literature review, and the site studies, the 
researcher will recommend future USAID activities that respond to 
rural mobility needs and gender-specific transport requirements 
of lower economic groups. 
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