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ACTION MEMORANDUM FOR THE ASSISTANT ADMINISTRATOR FOR AFRICA

FR01'1: AFR/PD, Carol Peasley /.,.>"~~

SUBJECT: Zaire AEPRP Structural Adjustment Support (660-0121)

I. Problem: Your approval is requested for a grant of
$15.0 million from the Economic Support Fund appropriation
account to Zaire for structural Adjustment Support (660-0121).
It is planned tha~ the entire amount will be obligated in FY
1986.

I1. Discuss ion: In can junction \,7i tll an overall s truct ural
ad j us tmen t prograii1 in Za ir e, whi cb includes a vJor Id Bank
Industrial Sector Credit of $75.0 million, this grant of $15.0
million further contributes to opening opportunities for the
private sector, through a series of policy reforms which
improve the climate for investment and services. Specifically,
the GOZ, through the reform sought by this project will:

enact tariff and tax reforms; .
prepare a medium-term plan for making import duties
more unifqrrn and widely applicable and adhere to tha
plan.

The GOZ will also agree to use the local currency generatea
through the importation of commodities financed by the Project
(CIP) to support AID's on-going development projects, a
significant portion of which are being implemented by PVOs.

The primary elements of this project are the accomplishment of
policy reforms and the making available of foreign exchange to
increase the flow of commodities to the private sector. A
secondary benefit will be the generation of local currency to
support AID development projects. The remainder will be
applied to meet GOZ contributions to AID projects.

Grant resources will finance the importation of raw materials,
spare parts, and equipment exclusively by and for the Zairian
private agro-industrlal sector. This will increase werking
capital and raise capacity utilization, production and sales.
The AID and Horld Bank funds will also enable private industry
to expand.

lIES,AVAILAIJU«JIlt
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Funds under this grant will be released in two tranches.
The first tranche will include $200,000 for administration and
monitoring of the import financing and the policy reforms and
$7.4 million for imports. The second tranche will include $7.4
million for imports. Only those commodities identified as
contributing to the agro-industrial sector in Zaire will be
eligible.

The ECPR approved this project on June 20, 1986, with agreement
upon the following covenants and conditions precedent:

Co·venanta

(1) The GOZ, through the central bank (the Bank of Zaire),
will continue to use a free, interbank market system to
establish official floating exchange rates.

(2) The GOZ will maintain the existing liberal system of
imports. This means that the GOZ will not, except as A.I.D.
may agree in writing, iQpose any new licensing requirements or
quantitative restrictions on imports.

(3) The GOZ will maintain the existing liberal policy
concerning pricing of agricultural and industrial products.
This means that the GOZ will not, except as A.I.D. may agree i~

writing, impose new price controls, ex ante or ex post.

(4) The GOZ will maintain a system of importation for refined
pet roleum products- per mi t ting di rect· pr iva te i mpor tat ion arid a
system of pricing of individual fuel within Zaire that recovers
full cost for each fuel from the sellers' customers.

(5) The GOZ will place in a special account and budget the
equivalent of $14.8 million in counterpart funds generated by
imports under this agreement for purposes as agreed upon
between AID and the GOZ.

Conditions P~ecedent

a. First 'l'ranche

Prior to disburse~~nt of the first tranche, the GOZ will
provide to A.I.D., in form and substance satisfactory to
A.I.D., evidence that:

(i) The GOZ has revised the sche6ule of import tariffs,
such that, except as A.I.D. may agree in writing, no
tariff will exceed 60 percent (ad valorem) and no
tariff will be less than 10 percent~

(ii) The GOZ has eliminated all taxes on exports, except as
A.I.D. may agree in writing.

~iii) The GOZ has established a simplified and streamlined
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control procedure for exports, acceptable to A.I.D.

(iv) The GOZ has adopted revenue and expenditure measuresacceptable to A.I.D. that are sufficient to offsetrecently announced civil service salary increases.b. Second Tranche

Prior to disbursement of the second tranche, the GOZ willprovide to A.I.D., in form and substance satisfactory toA.I.D., evidence that:
.(i) The GOZ has presented a four year program of tariffreform acceptable to A.I.D. which will aim atestablishing uniform rates of protection of about 30percent.

III. Special Concerns

lEE: The Initial Environmental Examination recommended anegative deterr:1ination be f:"lade for this project 3.S nor,e of to:?commodities to be financed are expected to have any adverseeffect on the environment.

Im~lementing Agencies: The structural Adjustment Support Grant~greement will be signed with the Ministry of Planning.aSAID/Kinshasa in cooperation with the Ministry of Planningwill have primary responsibility for the monitoring and
i~plementation of the program. The Ministry of Planning willissue financial requests to USAID.and will share in theresponsibility for monitoring local currency deposits.

Responsible Officers: H. Lee Braddock, Chief, USAID/DEO is theofficer responsibfe-°for the project in the field. HowardHelman, Chief, AFR/PD/CCHAP, is the officer responsible for theproject in AID/W.

statutory Checklists: Attached to PAAD.

Gray Amendment: Technical Services for the projec~ are beingaccomplished through extension of local hire personnel inplace. Procurement ~nder the C.l.P. will be Code ~41; GrayADendDent entities are being encouraged to taKe advantage ofthe ClP through marketing of eligible comnodities to privatecorepanies in zaire.

Local Cost Financing: Local currency disbursements will not bemade untii prograrnmi~g aeterminations reqUired by Handbook 1a,Chapter 18 have been executed. Local currency financing, ifany, only applies to the $200,000 mcinagement portion of thegrant.

Waivers: The Code 941 Blanket Source/Origin Waiver isattached to the project authorization.
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Justification to Congress: The Congressional Notification forthis project was forwarded on July 25, 1986. The 15 daywaiting period expired August 8, 1986. Objections raised byCongressional staff led to protracted discussions; clearance toproceed was obtained on September 17, 1986.

Recommendation: That you sign the attached PAAD and therebyapprove Life of Project funding of $15.0 million.

APPROVE: t11b£-1.~.
DISAPPROVE:

DATE:

Attachments: PAAD
Statutary Checklists

I '
7
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ACTION MEMORANDUM FOR THE ASSISTANT ADMINISTRATOR FOR AFRICA

FRON: AFR/PD, Carol Peasley .-. ":.,y

SUBJECT: Zaire AEPRP structural Adjustment Support (660-0121)

I. Problem: Your approval is requested to add the following
stipulations to the evaluation component of the grant.

II. Discussion: The Subcommittee of Africa of the Foreign
Affairs Commit~ee has recommended that the following conditions
be inqluded as part of the grant:

A. All of the funds in the grant are limited to imports
byagro-industries.

B. AID presents to the .Foreign Affairs Committee not
later than March I, 1987 an independent evaluation of
the impact of Zaire's two previous commodity import
programs and the subject grant. The evaluation will
assess the programs'impact on:

1. employment and worker standard of living in
the industrial sector;

2. availability of assisted imports in the
various geographic areas and to small farmers
generally;

3. actual, as opposed to formal and official,
price liberalization in farming areas.

C. AID adds the criteria listed above to those already
planned or contenplated for the annual evaluations of
the ZAEPRP.

Recommendation: That you accept (1) limiting imports to
Zaire's agro-industry and (2l the additional evaluations and
evaluation criteria as requested by the Subcon~ittee. All
necessary changes are reflected in the PAAD.

APPROVE:

DISAPPROVE:

DA'TE: -LL<].+_v'_-J,;~~G _
',i .
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I. EXECUTIVE SUMMARY AND RECOMMENDATIONS

A. Executive Su~nary

The Structural Adjustment Support Grant is proposed as a $15
million industrial import financing program in support of reforms
in zaire's industrial development policy. This grant would be
funded by Economic Support Funds under the African Economic ~olicy

Refor~ Program. The specific reforms are: (1) reform of inport
tariff rates in order to reduce the average level of and
disparities between effective rates of protection, (2) reduction of
export taxes and simplification of export procedures, and
(3) maintenance of recently adopted liberalization of pricing and
markets for foreign exchange, imports, and agricultural and
industrial commodities. These measures will be included as
covenants and conditions precedent to disbursement, which will be
divided over two tranches. The import financing will be used for
private-sector imports of materials and replacement parts and
equipment needed to increase capacity utilization in the zairian
private agro-industry. Local currency generated will be used to
support AID development projects.

Zaire is currently undertaking a prograQ of economic recovery based
on the successful monetary and fiscal stabilization still in
progress. A key element ot the progralil for recovery and resulllptLop.
of growth is the adoption of a new industrial policy.

The GOZls approach to development policy in the 196Us and '70s
inadvertantly created an industrial structure that was excessively
dependent on imported Inputs and protected local markets. This was
the result ot ill-considered direct governmental invest~ent in
industry and of directing private investment with arbitrary tax and
administrative concessions rather than letting it be oriented by
underlying economic costs and market opportunities. This policy
penalized agriculture and other potential local suppliers of
industrial inputs and made Zaire's economy much more vulnerable to
foreign-exchange shortages. Thus, this policy was partly to blame
for the very poor performance of the Zairian economy, given the
falling terms of trade throughout the years of crisis.

The GOZ has been studying its industrial policy for two years with
the support of the Horld Bank. A group of reforms have been
identified, inclUding those to ,be supportea by this grant, which
are necessary to encourage private investment and to orient it to
economically efficient lines of proauction. The reforms

. ~.

\~
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specifically supported by this grant will tend to increase the
demand for local inputs, especially agricultural materials, since
70 percent of zairian industry is based on agriculture, and to
encourage developnent of new export products.

The World Bank plans to support this program through an Industrial
Sector Adjustment Credit which will also supply inputs to Zairian
industry. It has actively sol~cited u.s. financial support for
this effort. A.I.D. 's industrial commodity import financing would
directly complement and support the Horld Bank's leading role in
assisting the GOZ to study, identifYj and implement its industrial
policy reforms. Furthermore, along with the World Bank's credit
the A.I.D. financing" wi~l mitigate the effects of the stabilization
program's tight credit ceilings on private business's working
capital and capacity utilization. zairian industry's capacity
utilization is estimated at 50 percent. Current imports of inputs
run at about $3UO million per year. With the World Bank's credit
and A.I.D. 's grant, this would be increased to about $400 million,
per8itting capacity utilization to rise to roughly 7U percent.
Future capacity utilization rates would depend on structural
adjustment and thus on policy reforms, as well as on worle econoQic
conditions and the monetary/fiscal stabilization program.

USAID/Kinshasa is experienced in the implementation of corn~odity

import programs under its two ongoing Agricultural Inputs Support
grants. The import program proposed is designed to be
co~plementary to the World Bank's credit j and thus is targeced at
augmenting supply lines for existing productive capacity and is
designed to disburse quickly. -For tnis purpose, a waiver is
requested to permit importation from countries in A.I.). IS

Geographic Code ~41. This will permit private participation in the
program without requiring retooling for new sources of materials.
It will also be necessary for expeditious disbursement, given the
availability of relatively untied credit for the same purposes froD
the Horld Bank.

Local currency generated by this program will be deposited in a
special account and jointly programmed by USAID and the GOZ's
Ministry of Plan. The local currency generated, $14.8 uillion
equivalent, will support AID develop@ent projects. The maJority
will assist projects that raise tne output of Zairian
agro-industrial inputs and improve che internal marketing cnannels
for those commodities.
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B,. Recommendation

It is recommended that a Structural Adjustment Support Grant in the
amount of $15.000,000 be authorized for Zaire from ESF funds under
the African Economic Policy Reform Program.

II, BACKGROUND: ECONOMIC CONDITIONS AND GROWTH PROSPECT~

The standard account of the evolution of economic conditions In
Zaire divides the period of independence into periods bounded
roughly by the years 1967, 1974-. 1978. and 1983.1 The period
before 1967 actually began before Independence with the civil
rebellion of January, 1959 in Leopoldville' (Kinshasa). This shock
initiated the destruction and flight of expatriate skills and
capital upon which colonial development of the Belgian Congo
(Zaire) had been so overwhelmingly based, The years 1958 and 1959
are still the peak in production and exports for many'traditional'
industries in Zaire.

Unfortunately, Independence did not end ciuil strife. Zaire's
traditional political groupings had been mobilized in the late
1950's for limited participation-in government and then for
resistance to Belgian rule. After Independence, the new political
system was unable to establish a consensus on the relationship
between the new central state and these traditional groupings.
Armed regional rebellions developed in several areas, aiming either
at replacing the central regime o~ at secession. Central authority
was also' undermined internally by political divisions based on
traditional regional groupings.

Between 1960 and 1965, the central gouernment gradually brought the'
rebellions under control through the military assistance of the
United Nations and individual governments friendly to the regime.
as well as through supplementing the indigenous armed forces with
hired expatriate forces. As the military situation became clearer.
the problem of political divisions was also solved. if only
superficially at first. by the army's coup d'etat under General
Mobutu in November. 1965. In time, Mobutu proved capable of
forging a stable regime which largely submerged divisive regional
factors,

-------------------------------------------------------------_._-
1 See the series of World Bank Economic Memoranda on Zaire,
appearing in 1975. 1977, 1979, 1981, 1983, and 1985.
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A. 1967-74-

The beginning of the second period is marked by the return to
relative calm and the major monetary reform of June, 1967, in which
a new currency, the Zaire, was created with a value of US$ 2.00.
The period through 1974 is characterized economically by relatively
favorable terms of trade, rapid growth, and development of
ambitious public investment projects. Politically, the period is
characterized by efforts to replace expatriate control over
resources by Zairian control.

On the economic side, the external terms of trade reached an
all-time high in 1969, which has not sinee been equaled. 1 The
peak in nominal copper prices reached in 1974 contributed· to the
peak in imports registered in that year. Thanks to the
availability of export revenues, investment was as high as 23.5
percent of income during the period 1968-73. This fueled
relatively rapid growth of domestic economic activity: GOP is
estimated to have grown at about 7 percent per year.

An important aspect of economic activity in this period was the
program of large government investments in major industrial
projects, Emblematic of the public investment program in this
period are the oil refinery on the Atlantic coast at Muanda
(operated by a parastatal,SOZIR), the steel mill east of Kinshasa
at Maluku (operated by another par~statal, SOSIDER), and the Inga
hydroelectric power complex, including two generating installations
on the Zaire River 200 km southwe~t of Kinshasa at Inga and a line
c4rrying power from that site 1,800 km to the copper belt In Shaba
Region, southeastern Zaire.

All these great projects share several characteristics,2 They
are realizations of President Mobutu's personal political
commitments, for which the government contributed the bulk of the

1 See Figure 1: Zaire's External Terms of Trade, The external
terms of trade are the quantity of ·imports that can be bought in
world markets for a giuenquantity of Zairian exports.

2 Young, Crawford and Thomas Turner, The Rlse and Decline of the
Zairian State, (Madison: The University of Wisconsin Press, 1985).
pp. 296 ff.

The World Bank, The Econom~ of Zaire (Washington, D.C,: 1975),
vol. I, p. 23-32.

The IiIlorld Bank, Zair(;~ Economic (~'em9randum: Rl::CElnt Economic di!0

Sectoral Develoements and Current Iss~§_~ (Washington, D.C.: 1981),
vol. II, pp. 139 ff ("Viability of thE! Refinery").
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capital. In fact. several major projects were executed under the
capital budget of the Presidency rather than by a government
ministry. Much of the capital was borrowed from overseas with the
government's guarantee. Furthermore, the projects were all heavily
dependent on imported inputs. No Zairian crude oil was available
for the refinery (and crude discovered since is unsuitable).
Zairian iron ore reserves remain to be developed and would be
inordinately expensive, and even the hydro~lectric complex requires
very substantial expenditures on expatriate management.

None of these projects has proven to be economical (although a more
limited development of hydroelectric power for the region around
Kinshasa would have been justified). The steel mill has virtually
ceased to operate. The refinery and overall Inga-Shaba complex
operate far below capacity, do not recover costs, and only replace
less expensive alternate sources of supply. The total cost of only
these refinery, steel, and power projects was about US$ 2 billion
expressed in the purchasing power of the early 19705, which is
equivalent in 1985 U.S. purchasing power to about US$ ~ billion.

Private investment during this period was also strongly conditioned
by government policy, as implemented through tariff protection,
import quotas, and fiscal advantages. These were offered on an ad
hoc basis virtually upon request~1 New foreign in\)estments in, ­
~g., vehicle assembly and tire manufacture, were elicited by these
methods during this period. These industries also were dependent
on imported inputs (kits of vehicles to be assembled, synthetic

. rubber) .

In contrast, the rural economy was not targeted for major
investments. National agricultural output per capita probably
fell, and imports of food grew. 2

Nonetheless. the 1967-74 period was perceived as a boom. Zairians
. were optimistic and their aspirations to take control of the

etonomy and its assets were naturally high. This had been one of
the goals of Independence whose realization had been delayed by the
disruptions of 1960-65. The principal objects of this movement
were the great land concessions of the Leopoldian and Belgian

;

-------------------------------------------------------------,-- .
1 The World Bank, The Economy of Zaire (Washington, D.C.: 1975),
vol II, pp. 5S ff. C1Manufacturing").

2 Ibid., vol. L pp. 25. ~1.

~.
-\
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eras and the mining enterprises built on them. In fact, some major
concessions had been annulled in 1964. The most important action,
however, was the nationalization of the major copper-mining company
in 1967 and the creation of a parastatal, now called GECAMINES, to
manage it. The GOZ paid (generous) compensation for all of these
rights and properties.

At a different level, the agribusiness, plantation, and rural
commercial sectors were still largely owned and managed by
businessmen of European, Middle Eastern, or South Asian origin. In
late 1973, President Mobutu decided that all such businesses should
be taken over by ethnic Zairians C'zairiani.zation"). This was
largely accomplished in the following year by prominent Zairians
acting in their private capacities.

The effects of these takeovers were, on the positive side,
short-term capital gains for ethnic Zairians and a somewhat
accelerated process of introducing ethnic Zairians into management,
and, on the negative side, rapid decapitalization and
disorganization of agribusiness and the ruril economy, and a
lasting blow to Zaire's investment climate for private enterprise.

B . 19 7 4.- 7 8,

The year 1974 is recognized as the year when Zaire's growth bubble
burst and the crisis began, mainly because of the major drop in the
price of copper that occurred in mid-year (basically as a result of
the sudden, drastic increase in the world price of petroleum). In
fact, however, signs of impending problems had been gathering for
several years. High copper prices up to 1974 only temporarily
masked these problems.

Using a base wider than just copper prices, Zairels overall
terms of trade had already peaked in 1969. (See Figure 1.)
The drop in the terms of trade between 1974 and 1975 was
certainly important, but overall not the sole cause of the
difference between the terms of trade of the late 1960s and
those the late 19705.

The decline in certain traditional agricultural exports was
already evident by 1975. (see Figure 2. Zaire's Exports.)

Zaire's per capita imports were already showing some
slippage between 1970 and 1973. (See Figure 3: Zaireis Per
Capita Merchandise Imports.) After imports' peak in 197~,

the slippage resumed for two years, only to collapse in 1977
and 1978.

\\p
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The growth in Zaire's money supply was already accelerating
starting in 1970; after a pause in 1974 and 1975. that
acceleration resumed in 1976-78. (See Figure 4: Inflation
Rate of Zaire's Money Supply.)

Real per capita expenditures by the GOZ on goods and
services also show a general declining trend from 1970
onwards. (See Figure 5: GOZ Expenditures on Goods and
Services. )

The main part of Zaire's debt. in terms of constant dollars.
was already accumulated in 1974. (See Figure 6: Zaire's
External Public Debt.) The debt burden in terms of the
·quantity of· exports required to· payoff that debt was,
however, greatly increased by the drop in export prices
after 1974. (See Figure 7: Exports Required to Pay Off the
Debt. )

Therefore, the zairianization and copper-price shocks of 1974 took
an already increasingly difficult situation and turned it into a
full crisis. In 1975. the GOZ went to the IMF for help in meeting
external payments. The first of what turned out to be a series of
Standby Agreements with the IMF ~ent into effect in March, 1976
(see Figure 8: Zaire's Agreements with the IMF). It was
accompanied by a loan from the Compensatory Finance Facility,
recognizing the fact that Falling terms of trade were an important
source of Zaire's external payments problem.



11.11,11:11111:11111,:,

- 9 -

Figure 2

ZAIRE'S EXPORTS

Source: Conjoncture Economique

(in millions of kg unless otherwise noted)

Commodity 1968 1975 1982 1984-

Copper' 323 410 464 449

Crude oil 0 9.1 8.1 12.3
(1976)

Cobalt 9.S 11.5 6.9 13 . 4-

Diamonds 11. 4 12.5 6.2 18.1
(million carats)

Coffee 51 59 68 77

Palm products 24-1 113 39 39

Rubber 40 24- 15 15
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FIGURE 8:
ZAIRE'S AGREEMENTS WITH THE IMF

1976 ....

1977 .

Standby Agreement and Compensatory Financing Facility
*
*
*

Standby Agreement and Compensatory Financing Facility
*

1978 .........
* (cancelled)

1979 .

Standby Agreement
1980........ *

*

1981 ........

*
*
*

1982 .

Extended Fund facility and Compensatory Finance Facility
*
*
* (cancelled)

19 8 3 . . . . . . .. II S had ow II pro g ram (u nfunded )

*
*
*

(Planned duration: 22 months.)

Standby Agreement
*
*
*'

Standby Agreement
*
'l'\o

*
*
*
*

1985 .....

1984 Standby Agreement and Compensatory Finance Facility
*
*
*
*

1987 .

1986 ..... " .
(present)

1988 ........
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The GOZ also recognized the damage that zairianization had caused
to the private sector. It first attempted to mitigate this damage
by state intervention in the firms affected. By 1976, however, the
GOZ was forced to start re-privatization of most of these
enterprises.

For the first Standby Agreement, the GOZ deualued the official rate
for the Zaire from US$ 2.00 to US$ 1.16. (See Figures 9 and 10:
Official Devaluations of the Zaire.) This seemingly large
devaluation was in fact only a modest step toward equilibrium, as
the official rate still-averaged nearly twice the ~arallel rate in
1976. (See Figure 11: Overvaluation of the Zaire.) In 1977,
the GOZ refused to devalue at all. The payments crisis continued,
but adequate recognition of the seriousness of the situation seemed
to escape the GOZ, as it failed to fulfill the terms of the second
Standby Agreement of 1977-78, which was effectively annulled in
November, 1977.

C. 1978-82

The year 1978 proved to be something of a turning point in the
GOZls approach to the crisis, although tbe change in policy since
that time has been gradual and e~onomic deterioration continued for
years thereafter. It was a difficult year, as a bad drought in Bas
Zaire and the aftermath 6f two invasions of Shaba in 1977 and 1978
sapped national economic production.

But 1978 also saw the beginning of a series of more active measures
on the part of the GOZ. After the cancellation bf the IMF's
Standby program in November, 1977, President Mobutu announced the
Mobutu Plan for economic rehabilitation. This began a series of
plans and programs that have developed with time into more
considered approaches to governmental development expenditure. The
GOZ devalued the currency's official rate twice in late 1978 for a
total of 44 percent. Also, a wide range of marketing parastatals

1 The parallel exchange rate used in computing Figure 11 has
been estimated in many years using the rate of change in the money
supply (see Figure 4) as a proxy for the change in the parallel
market rate. Extrapolations using this method from known parallel
rates of the late 1960s to the early 1980s, as well as vice versa,. --
are accurate to within 10 percent.



II ,I I;I,IIIIII,IIJ 111.1;;

- 16 -

in the agricultural sector were abolished or reorganized in 1978.
The GOZ generally undertook some internal institutional changes in
order to improve decision making.

As a result, the dialogue with the IMF resumed and a new Standby
Agreement was reached in 1979. When the GOZ succeeded in meeting
its terms, a major Extended Fund Facility was granted (June,
1981). Finally, in 1982 the GOZ began a comprehensive
liberalization of agricultural pricing.

Nonetheless, there were still serious problems with economic
management. Neither the GOZls expenditures nor the
foreign-exchange assets of the Bank of Zaire were under control.
The Zaire was gtill badly overvalued. Furtharmore: 1981 and 1982
were again difficult years from the point of view of the terms



II ,I 1,1111111111 1111"

- 17 -

FIGURE 9:

OFFICIAL DEVALUATIONS OF THE ZAIRE

Devaluation

1967 ....... ," 67 percent

1968 .........

1969 .

1970 ..... " ... ·0 percent

1971 .........

1972 .

1973 .

1974" .......

1975 ..... : ...

New Rate

$ 2.00

$ 2.00

Notes

Officially in terms of gol

Officially in terms of the
U.S. dollar.

1976 .... "

1977 ... , , ....

42 percent SDR· 1,00 Officially in terms of the

1978 .

1979 .........

1980 .

1981 .........

1982 .........

11 percent SDR 0.90

44 percent SDR 0.50
25 percent SDR 0,375
30 percent SDR 0.2625

40 percent SDR 0.1575

In two steps at the end of

1983" " .....
78 percent SOR 0.03542 Floatinq thereafter.
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of trade. As a result, the GOl was unable to meet its fiscal
engagements, and the Extended Fund Facility had to be canceled in
June, 1982. A Compensatory Financing Facility granted in March of
that year was suspended at the same time.

In retrospect, 1982 appears to have been the trough of the crisis.
One telling example: 1982 saw the low point in the purchasing power
of institutional credit to the private sector - just one-third of
the level in the peak year, 1974 (see Figure 12, Credit to Firms
and Households).

D. 1983 - Present

The period 1983 and afterward is in some ways a continuation of the
previous period. It is marked, however, by a new degree of
seriousness on the part of the GOl and by the first signs of a
genuine turnaround in economic management and economic activity.
The GOl has to date been meeting fiscal and monetary targets
continuously for 3~1/2 years, the rate of growth of the money
supply has declined to relatively low levels for over 2 years, and
GOP appears to have risen for 2 years in a row. In September,
1983, the GOl abandoned import licensing and official control over
the exchange rate: An official policy of liberalization has been
established. The GOZ has pledged itself to withdraw from direct
intervention in production "and ~ommerce and to concentrate on
furnishing infrastructure. Credit to the private sector has
increased. As a result of all this, Zaire has gained a new image
in international circles. (The p~esent situation will be discussed
fully in section III, below.)

E. §ummary

The review of the economy's experience shows that Zaire's crisis
was due not just to external events, but also to the GOZls chosen
approach to economic and national development. Between 1967 and
1974, Zaire pursued an exuberant program of governmental investment
and governmentally-induced private investment in industries heavily
dependent on imported inputs and not well matched to the demands of
Zairian consumers and industry. Zaire was also cavalier in its
attitude toward the private sector, acting as if the country could
take over private assets without adequate respect for the need for
continuing experienced management and capital reinvestment.

Zaire is now potentially positioned fo~ a resumption of growth, as
it was in 1967. Inflation is down, although not eliminated, and
depreciation of the currency, although continuing, is gradual and

·"'>-"""""11'""1, TlMli' i M.n'''''r
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more or less predictable, in contrast to the pre-1983 era when a
sudden, massive devaluation was always a possibility. Business
confidence in the future is up, even though the disinflationary
policy of tight credit has made business operations extraordinarily
difficult at present.

The challenge at this point is to ensure that the basis of future
expansion is more sound than in 1967-74. The key elements of
public policy necessary are:

Realistic economic planning of public expenditures and
investments, to avoid both excessive deficit spending (the
source of inflation and currency depreciation) and
unproductive investment projects (which historically were a
main source of the external debts not covered by export
revenues) .

Liberal policy concerning pricing and exchange rates, to
avoid giving industry uneconomic incentives by setting
arbitrary official pricing and to avoid the uncertainty of
sudden large changes in administered prices ..

Neutral, moderate; and fair taxation, to encourage
investment but also to ayoid arbitrarily directing it into
tax-s he It f~I"ed i ndu s tri e s" ("Neutral II means a s y stem of
taxes where tax rates ar~ reasonably similar for various
activities: e. g., a "flat U tax. "Fair" also implies that
actual tax co~lections correspond to the tax laws.)

Support for the private sector, to make private investment
in Zaire more politically secure and economically
productive.

The desired effect of such a policy environment would be resumption
or acceleration of private investment, largely using low-cost local
inputs and labor to produce either for the broadest parts of the
local market or for export. Public infrastructural investment
would broaden the accessible local market, both for inputs and
outputs, This pattern of investment would be better able to
weather the difficult foreign-e>,change shortages, in the sense that
the level of domestic output that could be produced with a
restricted level of imports would be greater than with 1974's
industrial structure.
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III. THE CURRENT SITUATION

A. The MonetarV/Fiscal Program and the IMF

The year 1985 was marked by adverse movements in the terms of tradeand slower growth in production than in 1984. Largely as a result,the zaire depreciated rapidly throughout the year. Althoughdepreciation against the U.S. dollar was slow at the end of theyear, this was a consequence of the dollar's overall weakness.Against the Belgian franc, in which the biggest share of Zaire'sforeign trade is denominated, the zaire slipped 36 percent (BFr1.56 to BFr 1.00) from fourth quarter, 1984 to fourth quarter,1985.

Despite the continued shortage of foreign exchan~e and depreciationof the currency, the interbank foreign-exchange system continued towork during 1985. The spread between the bank exchange rate andparallel rates remained tolerable at less than 10 percent, withmuch lower volumes being traded in the parallel market than beforethe floating of the zaire. However, trading between commercialbanks in the market varied between dull and nonexistent, and eventhe relatively small gap between the bank rate and the par3llelrate suggests that the interbank market is imperfect. Theinterbank foreign exchange marke~ system is clearly under strain,but still has the commitment of:the GOZ and of the private sector.
In terms of 1985 purchasing power (assuming 30 percent inflationbetween 1984 and 1985), the COZls_overall budget balance was adeficit of almost 1.6 billion zaires (over US$ 32 million) in 1984,but a surplus of about 2 billion zaires (over US$ 40 million) in1985. At the same time. service of the public debt increased from11.7 to 16.7 billion zaires and payment of arrears increased from3.0 to 3.3 billion zaires.

This is a very creditable fiscal achievement, especially given thecare taken to give the GOZls number-one taxpayer, GECAMINES,adequate resources for its rehabilitation program. The GOZ hasundertaken a long list of measures to improve revenue collectionunder existing laws and has raised taxes in certain cases.Nonetheless, it has also been necessary to cut expenditures ongoods and services substantially (see Figure 5, above).
The total amount of bank credit was to be held to about 30 percentgrowth in 1985. Through June, the growth was below that paceoverall, but at a 45 percent annual rate for the priuate sector(enterprises and households).

. )z, ,
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Overall monetary and fiscal performance in 1985 was successful. Asa result. the GOZ negotiated a new Standby Agreement with the IMFto succeed the agreement that reached its term on April 23. 1986.The new agreement is to last 22 months and to furnish Zaire SDR 214million of balance of payments support. A target of 20 percent hasbeen set by the GOZ for inflation this year. Very strict limitswill continue to be placed on overall GOZ spending. GOZ borrowingfrom the central bank, monetary growth, and overall bank credit.Meeting these targets will continue to imply reduction of the GOZlsinvestment budget, continued improvement in the system ofcollecting taxes due (especiall~ import tariffs), and tightdomestic credit.

B. The Investment and Industrial Programs: The World Bankand Other Donors

While the monetary and fiscal reforms have had considerable successin their domains, the Zairian economy is still hampered by thetight foreign-exchange and credit situation and the weakness of thecountry's institutional and physical infrastructure. The WorldBank, in the context of the Consultative Group of donors to Zaire,has recommended a strategy for action in this environment. Thisstrategy calls for (1) better maflagement by the GOZ and donorstogether of the public investment program and (2) increased donorfinancial support in return for structural-adjustment measures toimprove the incentive structure-for Zairian private industry.

The first part of the strategy focuses on a 3-year PublicInvestment Program running through 1989. The previous PublicInvestment Program of 1983-85 was considerably underfulfilled.mainly because a number of poorly planned investments wereprogrammed without adequate financing. Partly as a result,disbursement of donor financing was withheld in many cases for lackof adequate financing of local costs by the GOZ. This exacerbatedwhat has been a general reduction in-external financing to Zairesince 1980.

In this context, the World Bank has called on the GOZ and thedonors to concentrate upon a "corell set of investments within thePublic Investment Program, to ensure that resources will beavailable for the most necessary elements of the Program.Improvement in execution of the Public Investment Program will alsorequire reform and institution-building to improve both managementin the GOZ and collaboration between the GOZ and donors concerninginvestment projects.

The second part of the World Bank's recommended strategy focuses onthe incentive environment for the private sector (and forparastatals if managed with an eye to financial results). Its

••"......... 11' 1 • Mil' ,,., ~· .."I
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goals are better use of domestic raw materials, establishment ofexport-oriented industries, and establishment of efficientimport-substitution industries. The main aspects of the strategyin this regard are tariff reform, further pricing liberalization,export promotion, and improvement of credit markets andinstitutions.

Industry in the narrow sense of processing and manufacturing(excluding thus agriculture, mining, services, and commerce) hasunderperformed relative to GOP since 1970. While commercializedGOP grew by a total over 7 percent from 1970 through 1984, itself aterrible record in the context of population growth of over 2.5percent ~ year, industrial output actually fell by 19 percent(see Figure 13, Industrial Output in Zaire). The share of industryin GOP was only 5 percent in 1984, which is low even by standardsof the low-income world. Preliminary estimates for 1985 indicatethat GOP grew by 2 percent while industrial output declinedslightly, thus reducing the share of industry in GOP even further.Capacity utilization in many industries is under 50 percent.
One of the main reasons for this poor performance is the lack ofinputs. Relatively little was done in the GOZls developmentstrate1Y after 1967 to encourage production of Zairian industrialcrops. Instead of rehabilitating and maintaininginfrastructure, for example, th~ agribusiness sector was throwninto turmoil by zairianization,' Domestic production of industrialcrops was also hampered by price controls and parastatal marketingover much of the period. Nonethe~ess, production .of consumptiongoods, which is based on local agricultural inputs, fared somewhatbetter than production in the remainder of the industrial sector:'see Figure 12.

The GOZ's development strategy concentrated on import substitutionthrough tariff protection and fiscal incentives, which were to behad virtually for the asking in the early 1970s. As the 1970sprogressed, overvaluation of the zaire naturally furnishedexaggerated protection to all import-competing industries.However, to take advantage of the opportunities created by thisprotection, entrepreneurs needed imported inputs, And after 1975,it was often the GOZ that decided, through import-licensing, whocould import inputs.

lApproximately 70 percent of Zairian industry is based on Zairianagricultural inputs (palm products for soap and margarine, cottonfor textiles, coffee for drying, sugar for refining, and soforth). Many of the outputs from this sector are basi~ consumergoods for local markets .
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This protected-industry strategy created an industrial structurewith an accentuated demand for imported inputs. These importedinputs became much more scarce as a result of the declining termsof trade throughout the 1970s and early 1980s. Among of the worstindustrial performers have therefore been the steel mill and thepetroleum refinery, which are almost totally dependent on importedinputs.

Furthermore, producer prices were controlled by the GOZ, under thestandard that set market prices at production costs (as reviewedand approved by the GOZ) plus 20 percent. In a period of rapidinflation, the GOZ's cost standards failed to provide adequatelyfor revaluation of fixed investment. Thus, industry was unable tocover the costs of maintenance of capital at replacement prices.
The reforms since 1978, and especially those of 1983, have removedor mitigated many of the faatures of the old strategy. However, anadministrative bias against exports remains, and is testified to bythe total of 17 different steps required by the GOZ for official .approval to export. Furthermore, the reformed tariff structure putin place at the time of the September, 1983 devaluation has createda regime of high and varied effective rates of protection forindustry.1 A study in the Ministry of Plan supported by theWorld Bank covering 26 industriel in 1985 found effective rates ofprotection varying from -20 percent to 1,800 percent, with anaverage of 300 percent.

lrhe lI effective rate of protec"cion ll means ·the percentage changein domestic value added at local prices resulting from the wholesystem of currency ualua~ion, tariffs, and quantitativerestrictions (quotas) on imports. For example, an industry with 10percent import tariff protection (" nominal" protection) may findthat its effective protection is negati\Je if imported inputsaccount for 50 percent of its costs (about the average in Zaire)and the average tariff on those imports is 2S percent.(Arithmetic: import tariffs raise total costs by 0,50 x 0.25 equals12.5 percent, thus more than balancing the 10 percent nominalprotection.) On the othe~ hand, if 90 percent of the inputs wereimported and free of tariff, then the 10 percent nominal protectionwould result in a doubling of domestic value added at local prices,or 100 percent effective protection. (Arithmetic: before thetariff, unit revenues equal, say, 100 zaires, and after the tariffthey equal 110, with import costs constant at 90; local ualue addedtherefore increases by 100 percent from 10 to 20 zaires per unit.)Even with no tariffs. industries can have substantial effectiveprotection (including negative effective "pro tection ll
) depending onovervaluation of the currency and the system of import controls.(Arithmetic: complicated.)
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It is these aspects of industrial policy: high and varied
effective rates of protection, price controls, obstacles to
expor ts, and inef f icien t bus iness taxes, tha t the ~v()r Id Bank I s
assistance strategy aims to reform.

In support of this policy-reform program, the World Bank is
preparing an Industrial Sector AdJustment Credit of between US$ 75
- 100 million for the importation of industrial materials and parts
needed to raise utilization of Zaire's existing industrial
capacity'. The Bank calculates that about US$ 300 million of such
imports are used per year at present. On this basis, it is
expected that if the Bank's credit disburses in a livtle more than
one year it would raise capacity utilization rates'to close to 70
percent from a base of 50 percent.

IV. PROGRAM DESCRIPTION

A. Rationale and the Major Problems to which the Program is
Directed

zaire is currently erecting an investment program for mediu@-tern
growth on the basis of the monetary and fiscal stabilization
neasures taken since 1983. Private investment has a major role in
this investment program. The GOZ is cherefore planning to erect a
structure of incentives for private investment so that such
investment will create an efficient economic structure that will be
robust to foreign-exchange shortages t:brough the mediUT:l term. Tr-,e
Liberalization Iileasures taken since 1978 l;lak_e substantial progres.:;
toward such a structure ot incentives. However, further steps are
still necessary.

Therefore, the GOZ, primarily through the Ministry of Plan and with
the assistance of the World Bank, has developed a program of
further reform of tariff rates, export controls, price controls,
and business taxes. The effect of these reforms will be to reduce
the average level and the variability of effective rates of
protection, to facilitate development of nontraditional exports, to
pro~ote efficient allocation of domestic resources by reactivating
the price system, and to pro~ot:e investment in fixed capital by
proviaing for appropriate tax treatment of such assets.

The Structural Adjustment Support Grant will support selectee
elements of this policy refor~ program. COMmodities iQported
through the grant will increase agro-industrial capacity
utilization, which is currently depressed by tight credit under the
GOZ's program of Donetary stabilization. Local currency generated
by inporters will be used to support AID development projects.
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The majority of the local currency will be used to assist projects
involved in developing the production and marketing systems for
local inputs to Zairian agro-industry.

On the basis of the Horld Bank's estimates of the probable impact
of its own credit on capacity-utilization rates, USAID would
estimate that the proposed grant would raise overall capacity
utilization in Zairian industry by 2 to 3 percentage points.
Maintenance of increased capacity-utilization rates will depend on
the impacts of investments and policy reforms on overall needs for
and availability of both locally produced and imported inputs.
USAID will attempt to monitor the impact of both the import program
and the policy reforms on investment and performance in the
industrial sector.

B. Purpose

The purpose of the structural Adjustment Support Grant is to
support the adoption and implementation of a series of policy
reforms designed to promote efficient private industrial investment
and to re-initiate the growth of per capita inco~e. These reforms
are (1) tariff-rate simplification to lower the average level and
the variation in effective rates of protection, (2) reduction at
export taxes and simplification of export procedures, and
(3) maintenance of liberal exchange-rate, pricing, and import
policies.

C. Conditionalit~

Funds under this grant will be disbursed in two tranches. The
first tranche will include $200,000 for admInistration and
monitoring 6f the import financing and the policy refOrlJS l and
$7,400,000 for imports. The second tranche will include $7,4UU,UUO
for imports.

The first tranche will be released as soon after obligation as the
GOZ demonstrates to A.I.D. that it has met certain conditions
precedent and upheld the covenants in the grant agreement. The GOZ
is already stUdying the measures to be negotiated and should be
able to take action on them Virtually as soon as an agreeQent is,
reached. Ce~tain of the reforms may be undertaken While this grant
is under consideration and negotiation, so that conditions
precedent could be certified Immediately upon signature of the
grant agreement.

IAnnex E' contains the bUdget for this $200,000.
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The second tranche will be released approximately 270 days after
the signing of the agreement (the exact timing to be determined
during negotiations and in consultation with the World Bank),
providing that the conditions precedent for the second tranche have
been Qet and that performance on the covenants and the conditions
of the first tranche is still satisfactory.

While the conditions of the structural Adjustment Support Grant
will be determined in consultation with the World Bank, among
others, the terms of A.I.D.'s conditions will depend only on
specific policy reforms by the GOZ and not on the disposition of
any agreements with the World Bank or the IMF.

,._"".,.,...,.." ..... ,fin"'or'
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1. Covenants

(1) The GOZ, through the central bank (the Bank of Zaire), will
continue to use a free, interbank market system to establish
official floating exctlange rates.

(2) The GOZ will maintain the existing liberal system of imports.
This means that the GOZ will not, except as A.I.D. may agree in
writing, impose any new licensing requirements or quantitative
restricti~ns on imports.

(3) The GOZ will maintain the existing liberal policy concerning
pricing of agricultural and industrial products. This means that
the GOZ will not, except as A.I.D. Day agree in writing, impose new
price controls, ex ante or ex post.

(4). The GOZ will maintain a system of i~porcation for refined
petroleum products permitting direct private i~portation anc a
system ot pricing of individual fuels within Zaire thac recovers
full costs for each fuel from its c~stomers.

(5) The GOZ will place in a special account and bUdg~t the
equivalent of $14.8 million in counterpart funds generated by
imports under this agreement for purposes as agreed upon between
AID and the GOZ.

2. Conditions Precedent

a. First Tranche

Prior to disbursement of the first tranche, the GOZ will provide to
A.I.D., in form and substance satisfactory to A.I.D., evidence that:

(i) The GOZ has revised the schedule ot import tariffs, such that,
except as A.I.D. may agree in writing, no tariff will exceed 60
percent (ad valorem) and no tariff will be less than 1U percent.

(ii) The GOZ has elimi~ated all taxes on exports, except as A.I.D.
may agree in writing.

(ili) The GOZ has established a simplified and streamlined control
procedure for exports, acceptable to A.I.D.

(iv) TheGOZ has adopted revenue and e~penditure measures
acceptable to AID that are sufficient to offset recently annoutlced
civil service salary increases.
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b. ·Second Tranche

prior to disbursement of the second tranche, the GOZ will provide
to A.I.D., in form and substance satisfactory to A.I.D., evidence
that: (i) The GOZ has presented a four year program of tariff
reform acceptable to AID which will aim at establishing uniform
rates of protection of about 30 percent.

D. Detailed Discussion of the Conditions

1. Covenants

The three covenants regarding maintenance of liberal policy
measures adopted since 1983 are largely self-explanatory. The
exchange rate charged by Zairian commercial banks is not controlled
by any agency of the GOZ. The only sense in which there is an
Rofficial" exchange rate is that the cencral bank, the Bank of
zaire, must determine its buying and selling rates for foreig~

exchange. This is done through the Bank of Zaire's participation
in a weekly foreign-exchange market with the commercial banks, and
no longer by the arbitrary choice of the GOZ. As a result,
exporters whose proceeds go to the Bank of Zaire are credited with
realistic levels of deposits in zaires, and the GOZ's import caxes,
for example, are charged on a realistic valuation of the
zaire-value of imports. Thus, this market-determined pricing tends
to maintain incentives for exports whlle charging importers the
true costs of ~erchandise and services.

Abrogation of this liberalization would tend to lead to
overvaluation of tne zaire and thus artificial foreign-exchange
shortages due to reduced incentives to export and exaggeration of
the demand for imports. The GOZ's response would be expected to
Include imposition of quotas on imports, which would De determined
administratively and distributed by licenses, thus biassing
industrial capacity utilization in unpredictable and probably
ineffiCIent ways.

Zairian agricultural and industrial products are now priced without
any intervention by the GOZ, wIth certain exceptions (most notaoly
for fuels).l In the past, price controls depressed the relative
prices of certain products such as raw cotean, chus reducing
incentives to prod~ce and contributing to the present shortage of
lnpucs for the Zairian textile industry. price controls on
industry essentially deactivated the prIce mechanism as an
indicator of market demand for various products, eliminated che
incentive to snift resources toward production of commoditie.3 in
relatively short supply, and thus led to domestic shortages and
increased imports of commodities like refined sugar. Furthermore,

~\
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provisions for depreciation and profits after taxes were not
adequate to maintain productive capacity. euen in industries with
enough demand to warrant expansion. Continual harassment to
enforce price controls was also a persistent deterrent to
entrepreneurship.

In sum, the effects of the controls imposed before liberalization
were debilitating in a number of respects. They accentuated
shortages. exaggerated demand for imports and thus the shortage of
foreign exchange. and involved the government directly in
allocation of resources and thus in. distribution of profit-making
opportunities. Liberalization has created a more flexible and
efficient environment for priv~te enterprise. Continuation of the
liberalization policy is vital to the Zairels economy. especi~lly

in view of the shortage of resources and the need for efficiency.

2. Conditions Prec~dent

a. Tariff Reform

The GOZ is presently considering a plan to immediately impose a
basic minimum 10 percent tariff rate and to reduce the highest
tariff rates to 60 percent. A number of exceptions to these limits
are being considered. mostly on the basis of concessions to
cons umer ne c e s s i ties and of luxury items . Even 1. nth e sec as e s,
however, lesser increases or decr~ases of tariff rates are under
consideration. This would be the-first step in a multi-year.
gradual process of tariff adjustm~nt which would push tariff rates
toward 30 percent. The exact schedule of further narrowing of the
range of tariff rates is still under study. Adoption of an
appropriate program would be a condition precedent to disbursement
of the sE!cond tranche of the Structural Adjustment Support Grant.

The present tariff structure is based on measures taken at the time
of the 78 percent devaluation of September. 1983. Devaluation
greatly increased the valuation of imports in zaires for tax
purposes and therefore required an adjustment of ad valorem tariff
rates at that time. The·revised schedule was therefore published
without adequate opportunity to reflect on its economic
implications.

IFuel prices are now set quarterly on the basis of a mathematical
formula, which is designed to ensure that revenues from sales of
each individual type of fuel cover costs.
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In ~act, the result has been a system with a very wide range of
tarlff rates. Imported raw materials and intermediate inputs pay
almost no duty, while consumer goods and espE!cially luxury goods
pay at much higher rates. Textiles, for example, are protected at
the equivalent of a 240 percent tariff rate. Other rates range up
to 170 percent.

The principal result of this structure of tariffs is greatly to
exaggerate the profitability of minor transformation of imported
parts or raw materials for production of consumer goods, and
especially of luxury consumer goods. In the extreme case, an
enterprise could produce negative value added and even be a net
consumer of foreign-exchange. all while substituting for imports
and making a profit. simply on the basis of the high taxes its
imported competition must pay.1 In gen~ral, the level of
domestic value added can be greatly increased when imported
competition is taxed but imported inputs are not. The net effect
is called the l' e ffective rate of protection. u It has been measured
in Zaire as high as l,SOO percent for synthetic fabrics, and at 170
percent for cement, ~oo percent for batteries, and so forth. The
average for 26 representative products was 300 percent. Basically,
rates of effective protection like this take an enterprise which
barely covers imported and local costs with no return to capital
and make it highly profitable; t-j~at is. the portion of local. IJalue
added that is most affected is ·profits. It is thus 'that
entrepreneurs and resources are oriented to specific product
lines. -

1Arithmetic: Suppose window air conditioners pay a tariff of ISO
percent. The eif cost of an import might be 11,000 zaires (US$
200); it would therefore pay 16,500 zaires duty and have a
cost-price of 27.500 zaires. A Zairian enterprise could uery well
use (1) imported parts, materials, fuels, and expatriata personnel
costing US$ 272 (15,000 zaires) net of duty and pay for (2)
(minimal) duty on imported parts and materials, local inputs, and
Zairian labor costing 5,000 zaires per unit, and in sum have a cost
price of 20,000 zaires, about 25 percent less than that of the
import. This would leave ample room for profit from local
assembly. At the same time, the local value added would be
negative 9,000 zaires (11,000-20,000) and the foreign-exchange
saving a negative US$ 72 per unit (200-272). This shows the
potential for mischief when some tariff rates (e.g., those on
luxury imports) greatly exceed others (e.g., those on parts and raw
materials).

f ...

~! )
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Industry developed under this regime tends to be based on imported
inputs rather than on local inputs and to produce for a restricted
local market for imported luxuries rather than for either the broad
local market for common goods or for the export market. The result
is to reduce real national income and to exacerbate t.he shortage of
foreign exchange.

In order to change this set of incentives, it is necessary to move
toward unification of nominal tariff rates. When imported inputs
are taxed at rates equal to those imposed on imported final
products, effective rates' of prott'?ction are less exaggeratE!d and
tend to coincide with the nominal tariff rates, Furthermore,
tariff unification would tend to equalize effective rates
of protection for differ'ent import-·substitution industries, w.ith
the result that"their inherent economic advantages and
disadvantages would play a larger role in attracting or
discouraging investment. 1

The tariff-rate reform under consideration by the GOZ would moue in
the direction of unification. The initial step to a range of 10 ­
60 perce~t would eliminate the grossest examples of effective
protection, Certain commodities are expected to be partially
excepted from this regime, Large automobiles. textiles, and
cigarettes would still pay tariffs in the 80 - 100 percent range.
Mass-consumption foodstuffs and pharmaceuticals would ri~e to only
5 percent. Even these figures, huweuer. represent progress toward
unified tariff rates and reduced ~ates of effective protection.

Therefore. USAID believes that th~ program under consideration is
worthy of support. The Structural Adjustment Support Grant1s
condition precedent would'require USAID's direct raview of the
measures taken by the GOZ to ensure that they adequately correspond
in fact to the criteria of efficiency (particularly the exceptions
to the 10 - 60 percent rang~. Similarly, USAID would review the
multi-year reform program for disbursement of the second tranche.

b. Export Tax Reform

Most exports currently pay an export duty (4 percent), a
statistical tax (1 percent), and a sales tax (6,7:' pE!rCE!nt). The
measure under consideration to remove all export taxes on
nontraditional exports would complement the reduction in effectlu0

IHowever. positive effective protection privileges
import-substitution industries as a group vis a vis industries
producing nontradables.
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rates of protection by further encouraging entrepreneurs to
consider investments in nontraditional exports rather than in
sheltered import substitutes. Major established exports (copper,
coffee. crude oil, and timber) would continue paying taxes
currently applicable.

c. Reform of Export Procedure~

Along with the export taxes, there are a a fairly large number of
·admihistratiue formalities that an exporter has to complete.
tending to discourage exports compared to other activities. To
keep track of foreign exchange earnings (ownership of foreign
exchange by Zairian persons and companies is controlled), an export
license must be obtained from a commercial bank. Then this license
must be " va lidated" by the Bank of ·Zaire. The Ministry of National
Economy and Industry must authorize all exports. The purpose of
this is unknown. (For certain commodities, there is a separate
requirement that this ministry certify that local demand is
satisfied before exports are authorized. However, the requirement
for authorization is not restricted to those commodities.) The
Zairian Office of Control (OZAC) must also authorize each export In
order to "verify quality 11 It is belj.E!lJed that t.he number of
routine steps for official authorization to export is at least
seventeen. It is evident that t~ese steps constitute obstacles to
exports and were adopted for va~ious purposes without adequate
consideration of the possible long-term impact on exports and the
availability of foreign exchange.~ At the current juncture, the
importance of encouraging exports_ consistently with the scarcity of
fOl"eign exchange has become clear- to policymakers. Ther'l:!fcr'e,
these administrative requirements are being reviewed by the GOl
with a view to eliminate all but the minimum necessary and to uniFy
the overall procedure so as to minimize administrative obstacles
for exporters.

E. Negotiatin.9- Status and Stra"tegy

The GOl and the World Bank ha~e been collaborati~g in studies of
policy reforms in the industrial sector for two years. In recent
months. the two parties have been negotiating specific reforms in
this area in the context of the World Bank's Industrial Sector
Adjustment Credit. The World Bank has actively solicited U S.
support for these measures.

A.I.D. and the U.S, State Department have told tne GOZ in Paris and
inforrnally in IrJashington and KinshClsa tha·t the U.S. is considet'ing
allocating a supplemental grant to Zaire in FY 1986, dependi~g on
the outcome of these negotiations. While the G02 is aware that no
funds have yet been made available for this purpOS0, it has bS9n
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encouraged by the expressions of U.S. interest to continue in its
course with the World Bank, The World Bank and the GOZ both
consistently emphasize the need for donors to support Zaire
financially when it reforms economic policies in the context of
discussions with donors.

The policy conditions listed in the sections above are consistE~nt

\,uith b~rms expected to result from tl'l(:! negotiations on 'the
Industrial Sector Adjustment Credit. The conditions are also
flexible in areas that are marginal to the essential direction of
the reforms but possibly difficult or sensitive for the GOZ and
local industry. The GOZ has already datermined to take important
steps in this area. Therefore, USAID foresees no difficulty in
negotiating agreement to the Stru~tural Adjustment Support Grant 'if
it is authorized. .

F. Pr~ogram Imelementatiol}

A number of commodity import programs have been implemented in
Zaire during the last fifteen years. At the present time USAID has
two active programs: Agricultural Inputs Support I and II
(660-0100 and 660-0103). =

A9 ric u I t u r' a I In put s Sup po r t I begani n Aug us ·t, 1984· . Of the
$10,000,000 obligation, approximately $8,000,000 are now committed
(covered by Letters of Credit). The remaining $2.000,000 will b9
programmed and disbursed ~rior to the programls terminal
disbursement date of February 1, 1987.

Agricultural Inputs Support II began in August, 1985. Also funded
at $10,000,000, approximately $8,500,000 of total program funds
have been provisionally reserved for various importers.

The experience gained by USAID through the implementation of these
two programs has served to inform the design of the Structural
Adjustment Support Grant. I~ particular. lessons learned during
the implementation of Agricultural Inputs Support I, and
incorporated into Agricultural Inputs Support II, are also
reflected in tha present program.

The t~o problems encountered under Agricultural Inputs Support I
concerned the positive list and the repayment terms utilized at the
beginning of ~hat program. As program implementation proceeded,
USAID had to amend program documentation O~ a number of occasions
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to add items to the list of commodities eligible for importation
(positive list). This was a time-consuming process and resulted ill

significant delays in implementation. This problem waB resolved
under Agricultural Inputs Support II through the inclusion in all
proJect documentation (Commoaity procuremenc Instructions, Lecters
of Commitment) of the entire A.I.D. Commodity Eligibility List as
eligible items. At the same time, it was required that USAID and
GOZ approval be granted in writing tor eacn transaction and
commodity to be imported. This system ensures that only those
commodities which contribute to the target sectors are financed by
the program, but also does away with the need to amend program
documentation to add items WhiCh were inadvertently omitted. This
system has worked well under Agricultural Inputs Support II and
will be maintained for the structural Adjustment Support Grant.

The other problem encountered under Agricultural Inpucs Support I
concerned the payment terms offered to participating importers.
Initially, importer interest in the program was lirnitea oecause the
payment cerms were not attractive enough to overcome what importers
saw as the disadvantages to importing tram the U.s. (higher prlces
and longer uellvery time 'Nnen compared to Europf;;). 1',le tim';2
allowed for the last payment was sUbsequently ext~nded from 90 to
180 days and importer interest increased as a result. It is
antici.pated that the pay17lent terms currently offered und,,~r

AgriCUltural Inputs Support I and II will be maintained under the
Struct~ral Adjustment Support Grant. However, these term~ Will be
reviewed in light ot prevailing economic conditions at the ti~le of
program start-up.

An August, 1985, evaluation of Agricultural Inputs S~P90rc II
conductec by an A.LD. Re9Lonal Con~modity UanageJ:lent Offic~~r OLlt or
REDSO/WCA in AbicJan, concluded that the program was "~ell

designed, well managed, and well implemented". The evaluation
included four specific recommendations, all of Which have been
implemented. A cOYl of the evaluation facesheet and a aescripcion
of the steps taken to implement reco~mendations are incl~ded as
Annex D. All of these recommendations will also be implemented
under the present program.

2. Dollars

a. General

Implemerltacion at the Structural AdJustment Supporc Progra~ wlll
follow closely the tried and proven implenentdcion pruCedG[e~

already in place under USAID's Agricult~ral Inputs Support I arid
II. The program will respond to the tore19~ 2xcnange ne~ds oi
privcH.e sector iD.porters in Zdlre. prograw funds ~yil.L ;':Ie used to
finance the foreign exchange costs ot commodlties that support ~he

ageo-industrial sector in Zaire.
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The importation of commodities under this program will be carried
out in accordance with the guidelines set forth in subsection
801. (a) of Title VIII of the International Security and Development
Cooperation Act of 1985. A copy of the relevant section of this
Act is included as Annex F.

The Structural Adjustment Support Grant Agreement will be signed
with the Ministry of Plan. USAID/Kinshasa, in cooperation with the
Ministry of Plan, will have primary responsibility for the
monitoring and implementation of toe program. The Ministry of Plan
will issue Financing Requests to USAID and will sha~e in the
responsibility for monitoring local currency deposits.

AID's standard financing procedures, as set forth in A.I.D.
Regulation I, shall be appl~cable.

In accordance with the Source/Origin waiver included as Annex 3,
the authorized source/ori3in for commodities and services will be
A.I.D. Geographic Code 941, Selected Free World.

d. Value of Transactions

The minimum value of individual transactions under the Grant will
be set at $10,000, except when otherwise authorized by A.I.D. in
~vr i ting.

Following procedures implemented under previous import programs,
commodities will be financed using either the Bank Letter of
Commitment/Letter of Credit or the Direct Letter of Commitment
method of financing.

f. Disbursement Period

Grant funds are expected to be disbursed ~ithin 24 months following
the signing of tIle Commodity Ilnport Agreement (see Figtlre 14,
Projected Disburselnents of FunC:s). The terminal. ds.te for
requesting disbursement a~thcrizations will be 21 months from the
signing of the Agreement.
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g. ElJ:..9ible Commodities

Only those commodities identified as contributing to the
agro-inaustrial sector in zaire will be eligible for financing
under the Program. The eligibility of specific com~odities

proposed for importation under the Program will be determined
jointly by aSATD and the GOZ's Ministry of Plan prior to the
approval of import licenses or letters of credit. Letters of
Commitment will identify the entire A.I.D. eligibility list as
eligiole, subject to prior USAID/GOZ approval.

Comrnodity-ielated services as defined in A.I.D. Regulation! are
eligible for financing under this Grant. These related services
include transportation costs, insurance, and banking charges on
letters of credit. Other services shall become eligible for
financing only with the prior written approval of A.I.D. A.I.D.
may decline to finance any specific commodity or commodicy-related
servic(:! ',Jhen in A.I.D. 's judgment. such fin:mcing \vould be
inconsistent with the purposes of the Grane.

Only licensed importers from Zaire!s orivate sector will te
e1ig101e to participate in the Progra~.

i. Uses of Dollar Funds

Ii. nLHnber of different commoC1:'tiss have been or are beir.g i:-:-iported
l~nder :JSAIDftS tlNO on9:Jin'j ir.lport f.inancing progr:Lfls. Exa'i1pJ.es
include spare parts and raw naterials used in the" manufacture of
cruck ~ires, heavy equipment (for roaa construc~ion and
rehabilitation), marine engines, spare parts for trucks, electric
generating sets l and cold storage equipment. It is expected thc..l
some of these commodities will continue to be imported under the
present program (particularly raw materials for tire manUfacture
and spare parts for trucks and equipment). It is also anticipated
that a much wider range of raw materials will be imported under the
Structural Adjustment .Support Program, for example jute and plastic
J-:laterials for making a<:Ficultural sacks.

d. Generatio~ and U3e of Local Currencv
_t (:~~~n t e...;p3~[j~E~Li~~1"s·~t---_·_ .._-------_·__·__......

In accordance wicil procedures to be estaollshea under the grant,
the local corilmercial hanks part:'..cipat.ing in the program Il/ilJ.
collect from the importers local currency fallowing a schedule ana



_ 42 _,

:'IG1EE 15:

r-· l . ..

r I-t~: jr:? TP'j__ L_

'1

i I

1

r -f--'---
I
(,

i

r
/'

r

f~-:\ C)
I '. ' i• ,I

" I
, !

,

i
I'

\

I.

r--'---i
I, i
1 "
I. i
(. <

I,":
I

(

j
i ,
~_ ....... --.!
/.

I' "
, ", \ J
l " \ 'I
! '\ . \ ~, ,

!

-)
I

--I

'o." J

I
I

t:~
I

-I

~:

.. ~

"

"

-,
~'J-::.

r
I~.., rI. e
, ,.,- .:.

L.._'

_...... _---------,--_.. _........_..........----'-'-._- ~. ...:.~._-_.~, "
, , ' r--"--r-'---"--" ..



II ,I Hili! Ii, I,I l~j i;

- 43 -

an exchange rate for~ula agreed to by USAID and the Ministry of
Plan. At the present tiffie it is anticipated that the system
currently in use under Agricultural Inputs support I and II will be
uaincained. However, the 'schedule of payments will be evaluated at
the time of program obligation in light of prevailing econouic
conditions and foreign exchange availabilicy. (See Figure l~,

Projected Generation of Local Currency)

At the present time, importers participating in USAID's financed
import programs are required to pay a minimum of 20 percent of the
CIF value of goods in local currency (calculated at the prevailing
exchange rate) at the time a letter 6t credit is opened. Irnporcers
are then required to pay a minimum of 30 percent ot the elF value
of the goods (calculated at the prevailing exchange rate) at the
time the shipping documents are endorsed over to the importer by
the bank. Also prior to receiving the shipping documents, the
inporter is required to sign a promissory note (in local currency)
for whatever percentage of the elF value remains (up co 50
percent), payable after I~J days. Toe promissory note must be
quarallteed by a comr.le::-cial bani<;. The exchange rate :.lsea In
calculating the final payment is the same as ~hat used far the
calculation of the second (30 percent) payment.

As with Agricultural Inputs Supporc I and II, all local currency
generated under this grant will be deposited in a special account
naintained for that purpose by the MinIstry of Plan. Tne
Co U n t ,2 nJart run d Di v is i. 0 n. 0 fl: h e £'1 j. n i s try () f Plan, i.1 C () 0 r ci ina t i. q n
""itn :)SAID, ',\'iLl moni';::o.:: and [-=port on t.he status of fund.s in c'lis
aCCOd.nt.

Local currency generated by imports under A.I.D. 's program is owned
by the GOZ and jointly programmed by USAID ana the GOZ. Under the
Structural Adjustment Support Grant, the local equivalent of
approximately $14.8 million will be allocated to AID development
projects. Priuarily, the funds will be allocated to developnent
projects that expand the output and improve marketing channels of
Zairian agro-industrial inputs.

Both USAID and the GOZ ha~e lang experience in ~he nanagement
local currency gene~ated by A.I.D. programs. This experience
cone fron" ~he imple~entat.io~ ot past and present p~ 4dU Title
eoml;lOdicy If.lpol:t Progc=.-.FlS. I-{2sponsi.:::d.J.ity for U:e r;anajer,;ent
c () unee r pa r t [ll n d S viit n i n t :H3 (;U Z 1. i esir; the Co U!1 C e r pa r t 5" un c:
Division of the Ministry of Plan. The USAID Controller's a~d

Program offices work in close cooperation with this Division.

nas

of

Vi')'
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c. Disburse~ent of Local Currency

After being programmed as described above, counterpart funds
generated under the Structural AdjustQent Support Grarlt will be
disbursed in monthly releases. Each proJect requiring counterpart
funds prepares 0. yearly request. This request is then updatec
quarterly. Based on these requests and on fund availability the
Program and Controller's offices program ~onthly releases. These
releases, after being approved by the 11inistries of Plan and
Finance, are transferred from the Counterpart fund account at the
Central Bank into the proJetti ' accounts in local commercial
banks. The Controller's office and toe individual project officers
Donitor counterpart fund releases, transfers, and expenditures.

Upon approval of the PAAD by AID/\l, USAID will execute a Consodity
Import Agree~ent (Grant Agreenent) with the GOZ's Ministry of
Plan. At the same time, USAID will begin preparation of
Implementation Letters and Commodity P[ocure~en~ Instructions.
Jpon the Issuance of tllese docuQents by US~IDf and the issuance by
the GOZ of Financing ~equests (prepared by CSAID), USAID will
request that AID/W issue one or mare Letters of Commitment. At the
same time, USAID will be in contact with importers interesceti in
participating in the Program. Upon the issuance of one or m0re
Letters of Commicrnent by AID/W, USAID will begin approving
;:ransaction.s and fURds uay bt' disbursed.

Because participation in the Program is scrictly limited to private
sector firms, it is anticipated that all procurement of comDoaities
under the Program will take place in accordance with the guidelines
set forth in A.I.D. Regulation I, Section 201.23, Negotiatea
Procure~ent Procedures. Where appropriate, ana when requested to
do so by the importer, USAID will publish importers' needs in the
A.I.D. Export Opportunity Bulletin.

The following outline presents the general implerne~tacion

procedures that will be used in this program ana provides an
ap~)~'oximate sch,-,:dule for the acccmplj,sh:'H:nt of the l7aric)us
steps.

Month

o

I

Action

PAAD approved by AID/~l

Grant Agreement signed by USAID and Ministry
of Plan.

2 121L No. I and CODDcdity Procurement
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3

4

8

23

24

26

Instructions issued by USAID.
Financing request(s) issued by GOZ.
Discussions with the Bank of Zaire (Central
Bank) concerning the form and content of the
Bank Circular.}

USAID requests issuance of one or more
Letters of Commitment by AID/W.
DlScussions with importers wisolng to
participate.

USAID requests publicacion of ExpQr~

Opportunity Announcements.
Bank Circular issued.

First commodities begin arriving.
USAID begins conducting port/arrival checks.

Terminal date for requesting disbursement
au th 0 r U; ,', t ion s .

Terninal shipping date
all COLlj:,odi ties ShlPged.

Terninal disburse~e~t dat~

all dollars disbursed.

1\11 com~;lOdit.j_2S ila'v'2 drrl'/ed in Zaire.

37 Final lccal cur[~ncy deposits made.

Presented below is the sequence of events that will take place in a
typical transaction under the Structural AdJ~stment Support
Program.

J.. .?!.. pri'/ate sector importer, havins 1.~.::a.rllf.::d of
tne USA!D program frem his ba~k, approaches USAID to express his
interest in obtaining USAIJ financing tor the iDpartati~n ot
certain COillDodicies (either Eer his cwn use or for resale). The
1 iiI P 0 r t ~~ r ~J r 0 'l ide sUS A.T D iIi t. h i n.E 0 r Ina Lc. 0 (: a r1 the t y Pe 0 teo LU 0 eH tie '"
required, and USA:;:) fcrltlcHds the inhHi:laU.on co .\1D/\,;

1 The Bank Circular provides lnstruc~ions fron the Central Bank
to participating local cODoercial banks.
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(M/SER/AAM/OS/AFR) for review and publication in the A.I.D. Export
Opportunity Bulletin. The importer meanwhile is free to contact.:
suppliers in authorized source/origin countries on his own. USAID
requires that the importer allow ae least 45 days to elapse prior
to selecting a supplier .so as to ensure U;at various potential
suppliers have the opportunity to sub~it offers.

b. After the 45 day minimum period has elapsed,
the importer submits to USAID for joint USAID/GOZ approval a
pro-forma invoice for the required commodities. T~e i@porter is
also requirea to submit to USAID copies of other pro-formas
received but not selected. USAID examines the pro-forma invoice to
ensure that (a) the cocffiodities are identified by their u.s.
Departsent of Commerce Schedule B codes, (0) the co~~oaities are
eligib~e for A.I.D. financing (according to the A.I.D. Comr:10dity
Eligibility Listing) and what if any special provisiollS may apply,
and (c) the corn~odities cortribute to the industrial ana/or
manufacturing sectors in Zaire. If the invoice ceets all of th~

above criteria, USA!D approves the p~o-forDa invoice Q~d S~bQ1CS it
to che Ministry of Plan (Counterpart FLno Divlsion) tor its
approval.

c. Pr,)-forT:ta approval i.s i.n the fO[j;j of a let ter
to a cODDercial bank chosen by the inporter (assuming his choice is
among che banks authorIzed to participate in the program),
co-signed by USAID and Plan, authorizing the bank to open an ilJport
licet1se an,-l L:t ter ot crecH t cover i.nS the propos(:!o transactio:1.
~he letter states that the letter of credit will draw on funds
reser'~e(i uIlder ()ne of the8Rnl~ Letters at Com!~itment issued b~'

AID/~ co a participating U.S. bank.

d. The iDporter g02S to the local co~merclal bank
and opens the required lmpcrt license. Prior to validating the
license, the bank is required ':0 obtain USAID approval. After
USAID approval of the license is granted, the impDrter pays ehe
first tranche of local currency (presently equal to 2U percent of
the elf value of the goods) and the bank issues an irrevocable
letter of credit in favor of the supplier (USAID also requires that
the Letter of Credit be submit~ed for USAIV approval prior :0
iss~ance). The letter oE credit is conflrme~ by toe U.S. ban~ ana
forwardea to the supplier, who then pre~ares and ShlPS che
cOrlL1odj.. ti es (l to :3 months) .

. e. Af:er shipping the connodities, the suppller
submits the ~:it,il'P~ilg dO(>..lr;-,i~!l':':'2 antj aLlY ():.H~r documents c:
certifications ceyuirecj by A.I.D. '::'.0 ~he U.S. bank 1'.olLioLng t.hc~

LE::tc.er· of COf.1I111.t;;lent.i'he bank veri-tie:;: that all of the ciOClwen':::;
required by A.I.D. for payQent are present and, if they ace, pays
the supplier. The bank then requests ceiQbursement trom A.I.D.
under the terrilS of the LettfO:r of Cor:u:1i.t!.lent.

f. upon shipping the goods, the supplier fOri'/ards
trie original shipping docu~ents to the zair~an bank handling the

/(

";J)
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transaction. The documents are made out to this bank, as it is the
bank that is responsible for ensuring that all of the local
currency payments are made. When the commodities arrive in Zaire,
the bank endorses the documents to the importer who then clears the
goods through customs (after paying any required duty). However,
before the bank will endorse the documents, the importer is
required to (a) make a second local currency payment (currently 30
percent of the erf value of tne goods based on the prevailing
exchange rate) and (b) take out a bank-guaranteec promissory note
for the remaining amount of local currency due (currently 50
percent of the elF value, based on thE sane exchange rate used tor
the calculation of the 30 percent payment, payable after 180
days) .

g. USAID monitors the arrival of goods through
visits to the port at Matadi and/or to importers' warehouses,
factories, etc., checking that goods arrive in good condition and
that suppliers have conformed witi} the A.r.D. narking
reCjuin3nent.s. USAID also j;tcnito[s thE, v(~rious loca.L c,Jrreccy
deposits, keeping a log ot when the tinal (5U percent) payments ace
due, and conducts periodic end-user checks to ensure that
program-financed goods are in tact being used for purposes
consistent with progra~ objectives.

As with past and present A.I.D.-tinanced iDport prograDs in Zaire,
ehe Structural Adjustment Support Frogrdll will be inp:enente6 by
USAID in conju.ncticm 1'I'ith ti1'2 COZ's l':inistry of Plan. The r1.inis!:rJ.!
of :i?lan'3 Counterpart Fund Division \~'ill have prir,~ary COZ
responsiQilicy for program nonitoring and will issue financing
Requests ana approve transactions on b~half ot the GOZ. This
Division has filled this role tor the two ongoing programs
(660-0100 and 660-0103) and a good and efficient working
relationship exists between chis Division and USAID.

The other participants in program implementation will be che
participating private s~ctor importers and tne participating
banks. It is anticipated chat a nG~ber of local firms WIll
?3. r tic i 9 a t. 12 • P d [ tic i p a ,: i n 9 ,: i r ;its i:1 a. j c 0 IT\ e fro Ii1 all e 1 e rJ en:: S 0 f the
agro-industrial sector.

~he role of the participating local banks is of particular
iJ:1portancc~/3.s thej arE-~ responsL)le foe ensuring thc<c the local
curre~cy deposits ar~ made (this requiremenc is specified ~n che
circular Issued by the ceneral bank). Most, if not all, at the
local con~ercial banks will be eligible to participate in the
program. This will ensure that i~porters are able to take
advantage of special relatlonsllips or credit arrange~ents ~hich

they may have with a particular bank. Mose of the local banks have
participated to SOI:le extent if, previous USAID import programs ane;
are t husa 1 rea dy f a In iIi a r r~1 i t h the pro c e d 1I;:: e E t 0 bet 0 11 0 Ii e c1 • r 11

the event that any new banks participate in this program, USAID

•• "w.............."".,.,~~·"..r



II .1 jUlliltLI III:

- 48 -

staff will work with the staff of the bank to ensure that all of
the required procedures are clearly understood.

G. Mission Management

1. Policy Reforms

USAID's Program Office wil! assign the Program Economist to
coo~dinate evaluation of the GOZ's measures to meet conditions
precedent, nonitoring of policy reforms, and the econonic impact of
the policy retorms. Technical assistance provided for under this
grant will be contracted for as necessary to help evaluate the
policy structure and its impact on the private sector and on
overall economic developmenc.

2. .S:ornmod i t.y Lnpor.t Prog r_~rr.

CSAID is experiencea in the implementation DE imfort financing
programs and has adequate personnel to ensure the timely and
efficient implementatIon of the S~ructural Adjustment Support Grant.

Primary responsibility for the managem~nt of tne Structural
Adjustment Support Grant wlthin USAID will lie in tne Capital
Projects Office. This otfice is presently responsiole for the
l~1anagement of :::.:'e A<]riciJ.ltura.l Input.s Support I and II ?rograusl'
and 1. s e:{per i en c edin the 0 per a t i. (I r~ 0 f c a Til TrI ad i +:.. Y .i 1.1P0 r t pro g r a III S •

~lithin the Capital Projects Office, th~ day-ta-day :unning of ~he

program ""ill berianal.eci b'j an .i\,mer:i.can lJersCl;laJ. Sfo;rvices Concractor
with experience in import programs in Zaire. He will be asSistEd
by a Foreign National Direct Hire employee wi~h beth previous
A.I.D. experience and long experience with Zairian import and
banking procedures and regulations. A ~SDH employee will silpervise
the overall implementation of the program. The Capital Projects
Office staff will be supple8ented as required through the
short-term contracting o~ a retired A.I.D. Supply Managenent
Officer. This has been done on a regular basis under the two
existing import progra~s and will be continued as needed.

The USAID Controller's office will work with the Capital Projects
~ffice to ~onitor dollar disburse~ents (based on Mi2si~n records or
3110cations and on ~;·-2_i.4 report.s receivea froEl AID/I,I) dnd
Counterpart Fund genera~ions and deposits. ~he Program and
Controller's offices will ha~e primary rssponsibllity within che
Mission for the 311ocation and releas2, respectively, o~

co~nterpart funds to proJects.

The Progran Office will assign a reviewing officer ta the
Structural Adjustment Support Program who will review all program
documentation to ensure that implementation of the program conforms
to A.I.D. guidelines and is consistent with program objectives. In
par tic u1a r, the Pro g ram 0 f E. ice \/ i 11 ha. veres po nsib iIi t Y fo:c
monitoring the pcilicy reforms inclUded as conditions precedent to
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disbursement. The Program office will also serve, to the extent
required, as the liaison between the program and the World Bank and
other donors.

The Mission scaff will be supplemented by support from the
REDSOhJCA in Abidjan. REDSO has on its staff t'dO USDH Cor:lmodity
Management Officers with experience in commodity imports who will
periodically review progress in program implementation and assist
or advise as required.

counterpart fund programming is the responsibility of the Program
Office in collaboration with the Ministry of Plan, Counterpart Fund
Division. The program Office currently programs upwards of $20
million equivalent of local currency annually and has adequate
experlence and manpower in this area.

H. Evaluation Plan

An independent evaluation will oe performed annually.
will concentrate on three areas:

(1) Status of. policy reforms,

Ev -3.1. ua ': i. a os

(2) Impact of the policy reforms, the eIP, anu the
loca.L-cucc2:l1cy pragran, and

( 3) D 1. s bur s e [,) e i1 tan U con £ 0 r I" ~ n C E '<'I j t n A. I • D. r to (j II l a t Ion s .

Evaluations will review the state of policy in the areas of
conditionality under the grant to determine whether pollCy
co~micmenLs will have continued CO be implemenced.

Inpacc will be evaluatea in three areas: impact of che syscEn of
incentives put in place jy policy reforms, iu~acc of ~he

availabllity of additi.onal foreign 2xc:lange for ir.\ports of
agro-industrial inputs, and i~pact of local-currencj allocat~ons co
financial institGtions and developnent prO]2Ccs.

l-~ key aspect of evalL~ation.s or iT:1pact '>vill be Lll.LO()',V--IJp ',JU:rl
inporters 'Jnder t}v::: C1,=" 'dho \,;111 furnish quantita.tl'le infot"l:tation
on their input use and capacity utilization as well as qualitative
information about the private business conuunity's vie",u.3 concerninc)
the balance of incentives for and against nontraditional exports
and agro-industry based on local inputs.

The evaluation will include an assessment of the grant's impact on
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the following three areas:
-- enployrnent and ~iOrker standards of living in the
industrial sector;

-- availability of assisted iGports to the various
geographic areas and to small farners generally;

-- actual, as opposed to formal and official, price
liberalization in farming areas.

A projection of dollar disbursements under the Program is included
as Figura 14. During the initial stages of program implementation
a revised disbursenent schedule will be prepared. This will then
be compared to actual disbursements as a measure of program
progress. Disbursement schedules may be updated as indicated by
e 'I a lu a ': i. 0 ns .

Evaluatlons will exa~ine froject records and conduce arrival and/or
end-use checks to deternline if A.I.G. reg~lations are be:ng adhereQ
to. In particule,r, confor::lcwce ",lit.h ;\.:.'.:.l. re9\11a::.ion3 conc,.::cnL:l,'J
marking of eO~DodIties, t.ransportation of cODDodities,
source/origin 0: comT~odi.t:Les, ineligIble supplIers, and eligi.:Jility
of cOJ:H.1<)jitie,':3 will be verl.fied. Eva1.uatio(~s '~lill e;{amine
reporting procedures to ensure that these are adequace.
Evaluacions will alsc lOOK at reporting procedures tor local'
e 'J r r e :1 ': ~t' 9 e n ':~ COl ted by til e p [ 0 9 r d!l • F i 1"1 a 11 y, eva. III a t i 0 n~) i) j 11
a S ::i (~ ::> s the ext e n..t t 0 ,.vh L cf] t Ij e c rib: r. i a sec fer t [j ins ub sec t i :) n
ciUl. (3) of 1itle ViII of th~ International Sec~rity and Developnent
Cooperation Aet of 1985 have oeen mEt.

V. SPECIA~ FEASIBILITY ANALYSES

The GOZ has been studying reforTn of its overall industrial policy
sir. e E; 19 3 4 . AI tho Ll 9 h t::-1 e r1 i n i ,::-; :: ;. y 0 r i,J 1. an has bee n ': r. e [ 0 cal P'J i :1 t
af this activity, :his affort has also involved several ocher
economic minist.r.ies ('2.q." Einance and BUdg2t:, Fore.i.':::!r:t Co~,lf~(erce,

2~ a t 1 0 na 1 ;:; C () 11 C r:t Y 2. ndIn d ~l :3 t r J, and t: h e Bank c f Zair e ). T hel e ;12 ].

;J fin c e r Ll i n i see [ i a.1 c a 11 a b ~Jr. a t jJ; n i n L n i s are ,) ~1 a s ::J Ee 11 a.
gratifving develq.Ji:is:nt. It has lH?2Jl propos~~d, furtileCl:lOre/ t:.Lc~;~: a
hi,::,h-'·.Le\'::l iLt-?rFlini:-:terlcd conm.~ttee ~e f')r:;-;leJ r~o ove:',S2e the
i~ple~entation of the industrial ?olicy and to consul': on fu~th2r

measures that may be necessary.

In its external relation~, the C02 has also made considerable
preparations for implementation of reforms. The World 8ank has
been the GOZ's active partner in supporting the basic studies that
helped frame the presenc reform plans. The C02 has also issued an
"Industrial Policy Declaratior. '1 to pwblicize its intentions.
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Furthermore, the whole range of issues was presented to donors at
the Consultative Group meeting in Paris in April, 1984.

Thus, the mechanism for implementation and monitoring of the policy
changes supported by this grant will be adequately proviaea for in
the GOZ and among donors. On A.I.D. 's side, this grant provlaes
funds for technical assistance to monitor policy adoption,
implementation, and impact. This assistance will also be usea to
study the impact of the commoaities imported under the program.

B. Market Analysi~

7here exists in Zaire an adequate market to ensure the timely
disbursement of funds provided under the Structural Adjus~ment

Support Grant. USAID's experience with two ongoing programs, both
of Which require that all goods financed be of U.S. source and
origin, provides some evidence of this. At the same time, in light
of the proposed autnorization of ~.I.C. GeJgraphic Code ~~l

(Selectee Free World) as procureme~t source for tne prese~t

pcogran, it is anticipated ~nat i~porter interest ~ill 0e
significantly higher than under previous import p:ograms.

Informal aiscussions held with i~portErs in Kinshasa irldicate thac
countries el1.sib12 under Cod~:: 9';'J. (e.g. Brazil, Bangladesh, etc.)
will be likely sources for importers participating In chis
prograD. It is also expected that some of the importers currently
participating in the Agric~ltural Inputs Support Progra~s (: 0~d

II) will continue to calIon A.I.D. financing under the pr2sent
grant. Goodyear, present:y using appraximately $6.8 ffiillion of
financing under the two ongoing programs, can be expected to
continue to import raw materials used in the manufacture at truck
t 1 r \~ sundera. 0'::: \J pro 9 r a IIi • !) 1/ era. LL, US:\ I Dis C 0 of i d (~ n t t 1: a t:. the
programming of funds provided under this progra@ will not pose 3

significant proble~.

The purpose of the policy refor~s is to encourage increased private
investment in Zaire ana to let tGe market rather than arDitra:y tax
a. dvan t a <j ,2 :::; de t: eriC"] 1. r; e ti1'2 :9at'>,: r n~) a fir: ,,' est In e r; tancpr 0 ci uc t i. 0 n " I r:
L: e pre 3 e n t sit J a c i 0 n r ttl1.s will p :: 0 ba..:'.1 y i 1.121Y t \:. a t OJ r; le.s t. i c
inputs will beco~e relatively more 22onomical and that
nontradItIonal exports will je relatlvely Dare profitable than 10

the past.

r';:'[Jis will ;:.e.'ld to CIJclnge tn~.:interi1al terL1S of tra'_>2 be-t\v'e'en
Zair i a. n i 11 d us try and a 9 ric u1 t ~ r ':: . Dj inc rea sing d '2! ~a n (I t (J [ .1 0 cal
industrial inputs, which are primarily agricultural, relative
prices should s~ing to favor agriCUlture. This should encourage
increased agricultllral output, investment in agriculture, aooption
of il~lpr.:oved teci1niqu2s, and increas,:-.:d use at labor power on the
farm.
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Increases in exports will tend to accelerate the reduction of
Zaire's debt burden and thus tend to clear the way for renewea
inflows of private capital into the Zairian economy. If increased
exporcs CODe in nontraditional lines, the diversification of the
export base will tend to make the Zairian economy more robust to
changes in relative prices in world markets.

Since some tariff rates are being raised and some lowered in this
reform, the net effect on total tax revenue will be small. In the
cases of raised tariffs, there is the potential problem to consider
of raising lOQal prices of imported goods that have become urban
necessities (e.g., wheat bread). It will be possible under
A.I.D. 's conditions to consider making exceptions for certain
cCJmrTloaities under such circumsta.nces.

In the cases of lowered tariffs, there is concern for the fate of
existing industries that are still dependent on protection frcm
i~ported conpetition. While it is ultimately necessary that n~~

inve;:;::.l.\ent be 11ade on thE:' basis at a l:lOre efficiei1t 3(~': of
incelltives, the optimal treatment of existing fixed investnenc
sho~ld include due regard for cr2nsition costs for bach capItal a~'l

laDor. Serious adverse effects on particula~ industries could also
have negative psychological results for private investnerlt.

It should be noted, however, that tariff and quota adniniscration
ha3 b~:En sonewhat. la.x in situations where tr~ere are large gaino:>
f [() El a 'I c i j i n9 i r.par t. con t r 0 1 s . 'I' [I L: S f S 0 i.l e i nd u. s t r i E: S are aIr e a d y
in fact COr:1Ft.,tins '..;ith sUDsl:.antia.l':"y ll~ore, 2I1a .hoss exp'2nsi'l;~,

imports than they sho~':"d be, acccraing toexlsting inport
controls. Furthernore, in their consideration of tariff
reductions, the GOZ and the World Bank have already considered
represencations by COllcerned industries and have adJusted planned
reductions and extended the lengch of time over whi~h they will be
introduced. A.I.D. IS conditions will permit acceptan~e of such
arrangerllents.
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ANNEX A

PAIP APPROVAL CABLE
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?,~l? FORM MQ L.u~E~ TH.~~~~i\HC:' ~j i'~:~:t :'L'~a :~nl~ A~l

INTERIr. ~:PL't ii1 :EEiH!.~R' ~: '~OVI:!Wj ,~J~/'.J .Or :~i::JC'i -;

UNCL~.SS IFI ED '1, :;
\r"
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::,.• f ',~!1 fO THE c'JIO~:ICE, Cu,,;;E:H :T~;u~ of ?ROGR~,'

~CiGM, ·RO?O:EO ,CH~a!!LE !'0R Qf:IJ;N .110 'J8L !r,Hlerl a!'

PROJECT .l~W 'JH.r ~"'I~O\iO ",:C'J~:E: Jill aE II(c:<" OTHER

TH~N THO:E .LPE~OI .v~ll.alE TO U:.IU rQ COMPLErE ?~o

BY ,~O l.rER THAll r1E JULY :a auallllE ,OR :U8MI:SIC~ :Q

~IO/"'. JHI fErtE.lO

UNCLASSIFIED

au TGO UIG
TEL EGRAr,i
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ANNEX 8

SOURCE/ORIGIN WAIVER
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\G:::,'JC( FO? iriT=:?NATIONAL G:::V=:i..OPI,l=:?,:T

ACTION MEMORANDUM FOR THE ADMINISTRATOR

"-;-'1,,-'".....'l.-i
.J
.J

FROM : AA/AFR, Mark L. Edelma~

Problem: Request for Blanket Source and Origin Waiver for
commoditIes from Geographic Code 000 (O.S. only) to Geograp~lic

Code 941 (selected Free World).

A) COOPERATING COUNTRY : Zaire

B) AUTHORIZING DOCUMENT: 660-K-0603 (Grant)

D) NA~URE OF FUNDING

FY 'BE AEPRP -- Zaire Structural
~dj~stment Support Progra~ (660-0l2l)

2) D2SCRIPTION OF GOODS: Raw oaterials (including crude oil),
spare parts and equipment for use In
the agricultural and agro-industrial
sectors in zaire

2) APPROXIMATE VALUE $14.8 milli~~

G) PROBABLE SOURCE The Uniteu states and Code 941 Countries

Discussion: In conjunct on with an overall struccural
"adJListraent prograr:-: in Za re, '."h:Lcll incl.lide;3 a ~lcirld Bank
Industrial Sector Credit of $75.0 million, this grant of $15.0
million further contributes to openlng oprortunities for the
private sector, tnrough a series of policy reforms wnich inprove
the climatE, ror investment and services. Specifically, the GOZ,
thr0ugh che reform sought OJ this projec~ will:

erld(;t tar iEZ anc] t>:i~'{ re;:cfif;s;
p:'2pare a neaiuj;\-·~·.er:n pl.an for !r:aking ir,J;.h)ri: di.lties
r;10r2 u'1iforr;:t ell,1el '·di;:]E::2.~{ ar;.9J.ic2..b_j~2 :ini.J3.,-:-]he::e to i:Le
;;:J1. 2:-, •

~he ~)ri~ary 212r:12ots of ttllS project a~:2 tk~e accoJ~plis}:jte~c (~_

policy reforDs and tn~ naking available of foreign exchange tc
lncrease the f1()\-, of cOfnnocJities to the private dg:co-l.u::iusl::ci::;.l
sector. A secondary benefit wil: be the generation of local
currency which will be used to support AID developnent proJects.

;.'

Grant
spare

resources will finance che
parts, and equipment exclus

mportation of raw ~ater~als,

vely by and for the zairian
l~i
li.J
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private agro-industrial sector. This will increaae working
capital and raise capacity utilization, production and sales.
The AID and World Bank funds will also enable prIvate industry
to expand. The local currency generated will support key local
currency costs 0= AID projects related to agricultural and
industrial development.

JustificaU.on for Waiver: The inclusion of Code 941
countries, as the authol:Tzec1 source and origi.n for commodit.ies
funded under this program, will facilitate timely disbursement
of program funds by increasing the interest of importers in the

·CIP. ~his interest is essential if the CIP funas are to be
viewed as valuable by the G02 and thereby provide it with a~

incentive to make the policy reforms =equired for the release of
each of the two tranches of funds under the program. The
Missicn has indicated that importer interest in U.S. com~odities

alone, though present, is net strong enough cc draw dcwn the
eIF, except over an extended period. Toe reason fer this is
t~~t the standard pro~ure~ent sources for ~airian importers are
n(Jt ill the [l.S. in most (::3.308, IJ.1:t:Jo:::i:ers ha'Ti:: lonr::!--e.staoU.sLec
trade links wit~ traditional sUfpliers i:l li~itec free world
cou~t~ies (Code 941) suc~ as Bangladesll, Brazil anJ ~igeri3 for
raw mat e ria 1 :3 (i nc .1 u rJ i n9 c r :.1. I~: e 0 i J.) spa r e pd r t s a. r; d e g l.:t i P j.;; E: n t "

Tbe GOZ perDits the official price of foreign exchange to iloac
freely. Under such conditions, there is ord~na:ily nc incentive
for privace impcrters to ctillze CIP fundG instead of conplete:y
~nti2d dollars that are otherwise available. To provide an
incentive for importers to utilize CIP f~nds, t~e ~issiGn

anticipates proviaing credlt cerrrs that are more aLtractive than
standard bank financing which requires substantial deposics en
letters of credit are opened.

Unjer the CIP, the terms for U.S. procurement will be Roee
atcractive than those for non-U.S. procurement.

ppe has indicated t.hat the goal rrand,;.tt.er:3 by the Zo:.i.nsky
Amendment. has been met a~d chat this elP is not large enough ~u

adversely iDpact on che Agency's achievement of that goal
r 2' qui r :~ 1 ~ ]' 1: h 8 L~, S e 0 f pot j,.~ ,s~ S C .':"'t a ,11. J.. S :) e c c e:1 t 0 ~ (: .l~ ~~ £ ~j n d s f 'C 0 ;~

the 2SF~:::coJjnt for cce purcha,3t::' oE CJ.gr icul i:ura.l cOf1i:1JJi t j.".3 ,~t

Uni.t(~d Sta r.:e::3 l)rig,in.

~)I-:r,3Clarlt (:0 QalCl:J)ok IE Cj'.:lpt.'.::C ~)?"±8 (1), t.l;,-~ _'\~~:r:::.n.~sct:·"'lc()r :.ciS
t. h ~~:: .::~ u t. ~~1 0 t i :. ~r <:: G j. ~3 ::) ~,~ ..? a ':.J .:. E;, ~I k e r~: \'1' a .i '\' ~~ [ h c.. \, j. n. (~~ a, ~; II j-\: :..1 J a. +: i T} "~

val~~ i~ excess of $5,000,000 f[()~ CaJe U00 cc Code 9~l tor an
epr.:~re ~]rant.

The criterion for the waiver per the above justificatio~ is
provided in Handbook 13 Chapter SB4a(7) which permits a change
in the .:tuthc'rized list ()f eligi.b.lE: countries because of nst.~.ch

other circumstance~ as are determined to be critical ~o the
success of project Objectives."
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Recommendation: That you authorize a blanket waiver for
procure~ent of con~odities from Code 9~1 (limited Free ~{orld)

countries in the amount of $14.8 million in order to attain U.S.
foreign policy objectives and the objectives of the Foreign
Assistance program in Zaire.

APPROVE:

DISAPPROVE:

DA'rE:
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Clearances: I ',/

GC-: Ht~r y -- f Ii ,\c J___~:.J.......t--~ _

AFR/DP : J Pat t e ['S 0 n . ci r aft
AFR/CONT: TRattan 'cfraft
AFR/CCWA: DBernius-draf~
PPC/PD:RMaUsnaI:1rner- ufaft
PPC/PB/C:J8ilver draff--­
AFR/PD: CPeasley Jraf~ .
AFH/PD/CC1AP: Edelman -draft
D ~ A/ i r."R • L T~ ; en' ... ~ d s .----....t"'.. ,C-~.J__ •• 'J._.L etJ.. .

H/SER/OP: SDean draft----

Date:
Date:
Da.te:
Date:
Date:
Date:
Date:
Date:
Date:
Date:

, i J ;'

~i t-?/ '; \~_

_9/D_.2L8_Q..
2LQ.2L...QJ2_
9/10/8...9_

_.2flO/86_
....21 1J / 8 ii.
~q/13jJLQ_

9/12/86._

Drafter:AFR/PD/CCWAP:NRifkin:sb:9/1 7 /86:2580K
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ANNEX C

ACTIONS TAKEN IN RESPONSE TO EVALUATION OF THE
AGRICULTURAL INPUTS SUPPORT I PROGRAM

.-,.~""., ••• "",- 11' i 'fiiilililf \ .,n"r



- 61 -

ANNEX C

Implementation of Evaluation Recommendations

Grant 660-K-0601

Attached as page 2 of this Annex is a copy of the facesheet and the Execu'Summary of the August. 1985, evaluation of the Agricultural Inputs Suppor'Program. This program. which began in August of 1984, is a Commodity Imp'Program with participation limited to the private sector in Zaire. PreS0'belo~ are the four recommendations which ~esulted from this evaluation, 3lJJith a brief de"3cription of the actio:1s taken to implement thE:SE\recommendations.

Reports should be prepared (preferably on a monthly basis) which pro·information on the progress and status of this program.

Actj.on ~:aken:

Beginning with September. 1985, a computer-generated monthly ~eport wasprepared reporting on monthly and overall progress towards achieving p~cs'disbursement goals, This report shows program f~nds reserved a~d commj~tboth for the month in question and cumulati~ely for each o~ the program' 5disbursing authorizations (two ~ank Lette~s of Commitm~nt. one Di~ect Letof Commitment.. Cind one Direct Reimb,...:r'sern'2nt Appro\)aJ.).

Re C omme nda ti on No. 2----------------------

Procedures should be finalized and implemented. in coordinatlon wi~hController. for monitoring and reporting on end-use and arrivalaccounting.

Action taKen:

USAID is implementing procedures for era-use monitoringwhie n LlJ ere p t' epa r E': d fort h e 1''1i s s ion b y 3 I' e t :i. red A. I DOfficer under a shart-term contract.

BESTAVAILABLE COpy

..." ."~.'•., ••,.. '.... iF i 1'1rntl iii 1 TM\ ~",,..

and arriua: repor
Ccrnmod~i.ty ~~ana(3'~Jr:

",\



II ,I J illlllll~, I, j 111l, I

- 62 -

Recommendation NO.3

Future programs of this type should include a more all-inclusiveeligible items list in order to avoid issuing a large number ofimplementation letters and commodity procurement instruction reVl;ladding additional commodities to initial eligibility list.
Action taken:

This recommendation was implemented in the design of the follow-onAgricultural Inputs Support II Program (Grant 660-K-0602) by including tilentire A.I.D. eligibility list as eligible items for purposes ofImplementation letters, Commodity Procurement Instructions, and Letters 0Commitment. Individual transactions must b~ approved in writing by.USAIDthe GOZls Ministry of Plan'prior to the issuance of import licenses, lettof c r E! d:' t Jet C . This ens ures t hat 0 nlye 0 mmod i tie s t hat con t r'i but E! tot h !target sectors are financed with program funds.

Recommendation NO.4---------_.__..- .._-------

A procedure should be established for determining, at an 2arly da~e.those funds which have been allocated to importers, but. for w~ateucreason, will not be used bf the terminal date of the program. 0:)C8amount of funds r'emctinin~:J i3 d,:=t:~r'mined an acti,,1e F'roce~;s should bE'undertaken to re~all0·cate these remai~ing funds to importers capau:equickly using the funds.

Action taken:

USAID issued letters, co-signed by the Ministry of ~lan. to all impcrte~sholding urused allocations infor~ing them that these allocations wOiJld terescinded if letters of credit were not ooened within a stated period. ~(those importers t~at did not use their allocations within ~he time speclF:the funds were made available to any interested importer on a first-come,first-served basis and are currently being re-~rogrammed.

All of the actions and mechanisms descrlbed above will be applied to theStructural Adjustment Support Program,

BEST AVAILABLE COpy
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ANNEX D

ENVIRONMENTAL STATEMENT AND
INITIAL ENVIRONMENTAL EXAMINATION
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ANNEX D

Initial Environmental Examination

The Z~ire Structur'al Adjustment Support Grant will be implemented as aCommodity Import Program, with participation limited to Zaire1s priuatsSector. The value of the Grant will be $IS,OOO,OOO. Only those commod tidentlfied as contributing to the industrial and manufacturing secters nZaire will be eligible for financing under the Program. The eligibilityspecific ccmmodities proposed for import~tion und~r the Program ~ill b?determined jointly by USAID and the GOl's Ministry of Plan prior to theapproval of import licenses or letters of credit. Examples of commodi~ielikely to be financed with the proceeds of this grant are: jute and othematerials for use in the manufacture of sacks for agricultural produce, Sparts for trucks; raw materials for use in the manufacture of truck tiresspare parts and raw materials for use ~n various industrles establl3~eJ 1Zaire. Al~ commodities imported will be subject to the co~ditians a~d spprOyiSlOnS provided in the A.I.D. Commodity Eligibility lis~.

All of the commodities list3d above have been and contin~e to be importedZaire. in many cases as part of previous A.I.D. Commodity Import ProgramsNone of the commodities financed und8r the Zaire Structural Adjustment SurGrant are expected to have any adverse effect on the enuiron~ant.

It is recommended that a nega~ive determination be made for the ZaireS t rue t LI tal Ad jus t mlO! n t Sup PI) t' t. Gran t .
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INITIAL ENVIRONMENTAL EXAMINATION

Program Countr-y':

Program Title:

Zaire

Zaire Structural Adjustment Support Grant

660--0121

FY 1986: $15,000,000 ESF Grant

En IJ i ron men tal Ac t ion Re C 0 ~!!l.§.D_d E~g. :

Action Requested by:

Negative Determination

Date:

Concurr'ence:
f~PPROVEiJ:

DISAPPROVED:

Clearance: GC!AFR

··"".."".-,...'11 tmHfiii , ,",n""'r

Da.te:

Date: -- ~/'-'-.----~_.. .

./
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ANNEX E

Budget for Administrative 3nd Policy-Monitoring Services
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ANI\JEX E

Budget for Administrative and Policy-Monitoring Services

1 .

2.

Personal Services Contractor for grant
ad min i s t J~ a \: ion: 2.- yea r con ·t Y' act ...,..

Short-term Supply Management contractor:
4 months @ $ IS,OOO each .. , .

......... " $ 100,000

60,000
3. Short-term technical assistance for assessement of

policy-reform impact: 2 months @ $ 20,000 each

"j'ota.l

40,000

.:; 2CO, 000
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ANNEX F

Subsection 801. (a) of Tj.tlE~ ',JIll of the IntE,rnattonalSecurity and Development Cooperation Act of 1985
Secl.lrity Act
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ANNEX G

STATUTORY CHECKLISTS
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5C(1) - COONTRY CHECKLIST

Listed below are statutory criteria
applicable gen~rally to FAA funds, and
criteria applicable to iridiviaual fund
sources: Development Assistance and
Economic Support Fund.

A. GENERAL CRITERIA FOR COONTRY--ELIGIBILITY--- --
1.' F"AA Sec. 481(h)(1); Fy'"'l986

Con t Tni.i1IiO-ResoI ut ':ton-S e c ._. ". 527-:---Eas"/"'rt·,bee~ -determined
,._-~",;:.... -:- . :-~·OTcertified, to ",.the'-Conq,ress-:.-----:---.':":' -.. '5,v.·~ t.!'l;;- ? r: e s i a en~·Eha-t --c1fe--"-''.,.
~~~--,"·...:.o:g~.verrunent of' 'tlje,::;r.ecipieilt~:,- .-:'- ..

country has failed to take
adequate measures or steps to
prevent narcotic and
psychotropic d:ugs or other

_. -·'Contt·olle.d substances (c.s
listed in the schedules in
section 202 of tbe
Comp:ehf.~n.siv(= Drug A.busli":!" C'..XHJ
Prevention Control Act of
1971) which are cultivated,
oroduceo or. orocesseo~ .
illicitly, in whcleor in
part, in such count~y or
t -~Pl~~~~t~~ thrcu.~h ~u~~...... '.J~. 1l~:,10h. ... '- ..... . ~.,I' :: .• ..,;r '-" ... .\

countrv , from beinq sold.. .
'~l 11 't." .. 1.0.lJ. ega, , y 'Wl"tU.n \_~Je

~'"~~S~~-~~-''l ~& s"c'n' ~~url~~VJ '-r. ... -.. ~ ""*'."". ~~ ..... \.,)4 \J .._ \,•• J ......... _i.. _

to United States Government
personnel or their dependents
or from entering tbe Onited
States unlawfully?

ZAIRE AEPRE 1~86

NO

...;, , .. -"':-., ......

.,- ~ ~

2 • :?l....A Sec. 481(r:)(1,). Bas the
?re'SI'deii-t-dete:-r.iined tha t tnt=;
recicient countrv bas not- -taken adequate steps to
c~event (a) the p:ocessins, in
~hole or i~ pa:t, in such
--I'r'~~'/ ,,= ~~rc~~~~ ~~~(.... I..)'-\. ",-. .. ~"""" 1.. .. (,"..... ,.JI...:v.--. c.~.ilo.",~

csvchotrooic d:ugs or other
;:c;trolled sLlbst.a,ncf':'s, Cn) the
transportation through such
count=y of narcotic and
psychotropic drugs or other .
controlled s~bstances, and (c)
the use of such country as a
refuge for illeial d~ug
tra:fickers?

~IO

Itl'AVAILABLE Cor",
,>/ILABLE COpy

S'
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~-=;.,:.:" ,~'::.:- !:~~Se~~,~~IlU. If. ~-.;._. :. assJ..st:ance :'-5 to a gove::-nmetl~.):'::=.:~~"--~~~'7 has' 'it: (i!lclud~..ng government
agencies 0:: subdi'risions)
taken an~ action which has the
effect ~f ~s.tiona1j.zing,.
exp-rop~:.,at::;..Dg, or o-cher"""·".l.se
s e.izi.ng ownershi.p 0':' CCltlt:::'ol.. ~ D' ~I f<l-.J'or. p1:oper':"-y O~ ' • .':). C~ ~.zens

. i b··'· ' d0':' ent".:l.t:. e:s ,e'oe!:l.c:J...a.~ ... y O)ffie
by t11.e':rL w-it'..r.Lc.rut t.:a.x-,.:'Lng S. t. ~~pS
t:o dlscb.a:.-ge 1'1.:1; o'bligati.ot1.8
tOi..rard such ci.t:iz.e.r.l.s OJ.'
ent:iti.e.s 7

...... ~- ...
- .......

"." :;o...~

. .'

.- ..._-- ,,-

-.-. .':" ....... -~i. -..~.:. .'~ .:.. r.1
.•. :-.(,..;. - ~.. "c.""'''''.'''':;'---::'-

.'

.. ....-. -""'!;,- ~

.... -~..,;;.,-_... --.. --

.r:'_

. .... -

. - -.... ._..... ,..:.... __ -.:-r
" < , ~ ..(~ -'........ ,-."':. ~~,~a-

.'~ .
.::"~ .

NO

................. '- .. -. --

BEST AVAILABLE COpy

.. -: '.; ~. ';'. .i. '.c~~,~.;~J.:.~~;~i/,
''''.' -,..,.. .~.. ' •.. ..,..".'~_. ~!""

-:;..~:; .."~ ...~ :;~,7 ..~:;,Li~~':~~~.~

~;~~~:£\'-; ·-~~:~L\h~;*-¥F;;;
\' ....._,

FAA Sec. 620(c). If
assis~ce i~ Co a gove~enc,
is ·the gove:::-::.unent liable as
debtor or unconditional
guaratlto-:- on any debt to a.u.s. ci~izeu for goods or
service~ fu~nished or ordered
where (a) such citizen has
exhausted aveilable legal
remedies and (b) the debt i.o
Dot deni.ed or contes t,ed by
such government?

3.

---- ".

'~I\ .•, S '2('( '\ ':2'-'('&\ "'2')r}~ .~~ .~.:.~Y_~~.t...4.-;;~u ~_::._~-:.,i:.y-r"9oo l.oot:1.:lUl..::12 Kesolu·c.l.on
~-C:~'Z:---TsreciD1:e11t-··----·•.-.._ • __.... 't . 4_ "c::r.nl:O::ry ;R,. (.OWI!lus:tis t C.OU!),'t,:-y ~
If so, has t.he Pres:"...de.u't
cet.e't"'D"....toe.ci that: a.ssist:ance t~?
the count:'!')' is important to
the na tioOE.l 1.r.t'tert~St:5 0: t..1.e
united Scates? Will
.as s i..~t:ance be provided to
Ango la., C.r:tnbodia» Cub.s.; Iraq,
Sy:.-i.a J Viet:np.~.t.'l, Li:':7?, or
~~·J·r.:l1 Ve~ft~? '~11 n~~~~-~~ca,.J10I, "·j,J"i.~~..,,&.. r'l' ...... ~li;1i.::)_~;;>,-,""..~ .. \:,.

b .....;;; Ol'~'/'" t: .:, hen~ ~ a;J,e i"''' 0"1;' _c........ ....0 ~J.. .... g. ...~, ,
"fv"ithout: 8. ce:·::ificat..5~on?

NO

~_ • _._ ...._~1"........:-'_

'l.I'hf""--~.'-""::e-

6 • ..... Co f. '"' c.. .... 0 I :, ) ';:;,. ".'~ ......b. ~~!: ._.. ~e.c. .vL \, • ..,-..c. ~-_..._--;.--;::-:;-~-_--...-.._-".,..., ....._-~ ~ ~ - ..:: - ..r , ..COt.l~lo. .... 'Y PP-1:'1JU_ t t .... 1.:.', C _ .... .:::. __.ec
te, tak~ adeq-.,;u9.<:'E:. melisures te)_
prevent, the daUl..age J.:>::
destruction by mob action of
U.S. p-::operty?

NO _.- .:,,",

'00' ,
--:-' .....-.-.;.~ -_ ..- '--

. --~-
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7. fAA Sec. 620(1).
count.ry failed to
an agreement with

B,as the
enter into
OFIC?

NO

8. FAA Sec. 620{o): Fishermen's
P.If' t ectT'VeActo";' 1 9 6..2..l ::.~amended, Sec. 5. (a) Has theccnlnCry Sel"Z-eo,' or i~posec anv•. .

~penalty or sanction against,a 11 y 'C. S. f ish i fl g a c~. i v i ties. ininternational. waters?_~_::..

_ .....~._'~o__• ....-::..-~.::.:.-" '.- -_~-;;_- ..J;" -'" "~-".~ '."._...~~_.,..--.-:::~11:5..L-_.I .. so, l1as any· ceduct:..on__ ~_= ~~- '~re':r~irea by the Fishermen I s--.. ~_.--- .'?":l;tective· ~.ct- been made?~~~:...~~.~~~~~'-: '.-'

C1 1:' "'., ~. , 6 ., 0 ( ). ';., V 1 Q e 6~ • •• l'l..I'> ,;;l ec. ..... 0'" ., _ .·0'
-.-'_..._--..:..__.1_......'--..-.-.__.--_._-Con:inuina Resolution Sec._...--,_.~".-- .........-.--,_._--_._---S:l8. r. a) Has ::.he govern.ment0: '-t:J e t'ecipi~n t ccunt:y Deen---- i n de f. a, uJ. t for: m0 retban. sixmonths en interest orprincipal of any AID loan tothe country? (b) Bas thecountry been in default for
l"Pt~~'''''e "'·(..1---~' 01·'0. '\.'~~~..,.. j'~''''' ":ntl-~Qs'"
."";;;.. I..n .;;.~. ~ "" .1 \.~.~.... ,. J. • . _ Col.. ,~." ;.,
o~ principal o~any D.S. loanuncer a program fo: which theappropriation bill (0:
"~rl"~r:";rlc ~~s~'u~i~n\
... .., ....... •,,",,.J., -' _ ..... "" """.

::<""""""0''''1-1' a"':>"" ·~"na·"""
...... ~,:.... :':'- .,,';,,-;..':' _.~ -.~ .

NO

NIb.

NO

NO'

.--_.--
1 O. ? J....~ SEC. 6 2 0 ( s ) .-'* ----_...-.....c ~~ ... eln~·~ ... ec· ~s~~s ... ~r'~a ~s

",,1"'10 \,.. ':'''''' ~Q. '-.. •• ~... .,;;,l.... \, .. t-.............. _
develo?me~t loan cr ~romZccnomic SUP?O!~ ?und, has the
Ad~lnistra~or ta~a~ into
a~c~un~ the arnounc of fore~gn
excha~ce or otber resources..,..

which the country has spe:lt on
;7: i 1 ;~ 7.../3.:~ y ~:~l~ i, '? TI1-e n io

: ?
l~e~ere:lce ~ay be made to :he

Conside:a~io~· memo: .. v 0.("........ ~ i

It was ta~~,en into
consi_dera~iorl i.~ the
I'll ct,:" e ~ I. r1 t () (~~:. n s i (~~~e ::' .::;.. ~-=.
~.12 rnC': ~, ~~ i g ;:-~ e c~ :: ~,. 'j,:. ~l. e
.i\ Cl.:1 i :-1 i. ~=; t~ r (} tor 2. 1 .J 2.:-':' t:. c. ­
1.936

taKen into. account by theAdministrator at time of
2~oroval of Agency OYB. w

Th~sa~~roval by the AdministratorC) ~·~~~ u-per~~~cn~' v=~r Budcet... ..•• J ~ - ..... to- ... ..... - ........ .... - -'can be the basis for anaffirmative answer du~ins thef i s C' a 1 y e 2. : U rll e_,s.s~,o co ; C 4~'~ ~".;. ,-. 0':' ~ ...
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11. FAA Sec. 620(t). Has tne .
cot;ncry severed di.p lema.tic
relatiocs vith the Uoitec
States? If so, have they been
resumed and have ne...... bilate=al.
assistanca agreements bee~
oegotiated and ente::'ed into
since such resumption?

\,

\

12. FAA. Sec. 620 (u) . What is the~ ._ ." -_.~. ~ -:-••-:;:-e-,.... - -= , ~,. _-.._ ..,.. -._' .."_' paymen... ~ talo.uo 0 .. · t:~"le .. t • .-,:,·.~-",~-::.;~ou~t"::"y . Ii :U 0 N...obliga:'ioos?
-==-;_.:.-=--:.....:-.)~.. the country is "i.n a~ ears___--=- ::. _were such a:r:.-e.a:-ages take.ti -- ~. b·' -, ...__ '---:.=._=..=:,.~t: o~...a c.C oun t Y. '.. t'_~~ .~D_,..:. _.:. .=-=-_:... , .

.AdI'lUniscat.o-:: in det:er:..c.:i.rJ.ing -,
t.he C1.xr:.·ent AI.DOperational
Yee:r ·Budget" . (Re'fe-renee ma:y
'be made to r-Jle Taking int.o
Cons iderat::tO!l m~:::;,o.)

13. FAA Sec. 620A. Eas the
:~o".;;e:-,..:r.iiU-ent?--or the r i~c ip 1_e.n,t
I:O·U-.1J.try aide;cl CI.· abetted, by
g'rB.nting sanc'f:ua.:''Y f-.:-Otl
proSeC'7..i.t:1•.ori 'to, anJ indi:~rid·u.al
c,·..• <;:- I''''U'p .J~''; .-..... \,." "~ ,.. """''''~i.' ",. '." a/"1.""1 ..,, c )~·... u ...... a.." .... ft.MlI.O "-~~ .l..,.1r.'._ ....

J~.n. a.t.:~: of i:u t:erns.tion.al
te7..J:o= i..:;:m?

1L ··SD .... ~ .:: JQ8"' S l::52(")"'. ,~ ~""'. 0 •. . ,.:J .ac ••). C,.'
1[r~4~t7·~?:-'U:-~:~·--::-----"f1~·'::-~J,.w.ll.iS ... If_ ,:,eC•• e ... i:.. •• ) or. ~,_,_",.•~
dete::1Jli.nf~d r.:'1.,a.t. 'che C;'l1..1:lC·:-Y is
~:. h:"gh te.=-:-oris t th:::ee.t
cou:o..t:ry afte~t:1:~e Secret:ary c;f
T::ausport:.a1::1.00 has de~er=:,ined)
FiJ:rsuanttc section 1115 (e) (2)
c,.f the Federal Aviation Act of'1 \':15~ .,..'- - ~ 0·... <::.; •......... f'~'.... ··~ ~..., ·,·'ne.", , .... ) \o: ..~ '- '4..I,ooJ..a Q.rltt7o,j,.,I" -' "'.' _ ...~_~ It...

.'.f.... ,'-'-.,..~ do""':' "1"'· ""1" "J.~"'; .•~ c~""d"",, '-' y"'...... 'II.....,.,. ) r.;.....') _ \o,.} ~ J_....c;.. ....... \,.. _. -,-",,.l ,~.J.-l,.

~c~~4-1z~~e- ~~&b~-:"'C ~er1.'-J·~vGJ,. b ...,....':-J.. _ "'-;> '-' .. _ \;;.,. .., ..-. c;;:;; ~... '-' ..I.. "'._ '.;1 ..... _ <it..I.. ,. ~ ..-

!l:ieasu-:-aG?

YES
Zaire is in arrears In its
obligations to the U. ~.
however as of 30 Sep~. :985
it was not delinquent for ~~
purposed of article 19 of t~
U. N. charter. These facts
were taken into consideratiL
in t.ht: general' "Ta.ken lr;tc
Cons ider<3. t.i.c,: ,"lene 11 5 :i..gflecl
·b 1]1e A-l·1·'nl· ... -l~3,;-·,(-·,· :.,- y: 1-:...1. ....... _. .:=. 1_ ~_ ,_ 1_ .... ~"" l ... ...J .....

...1 arluc.. r:l f 19 8 f~ ..

NO

BEST AVAILABLE COpy

.. -',-_:-,,:
- :,,=--
__ ";~T ••

"~-'.'-;..; .•...•.- ....
- ..... ... -

"", ..... -........ --'- -
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.;;....".
7~_.. ~: ....

.; ,~.

......... ";"".'

-.
.:..:::.- ......

_;c;~~t~i.
:~~·~-~-'.&::f~:~:-~·-

.' ....-- ~.....-

.d ..... ...

.~~":~::f·J:}t·HJ_.·.~·
,."

~IO

-~... ~~';",
~.. " , ..

, • ~~~.,..;. a~

',~;~:, .~: -
• .r";;'"

_. ~ .._: ...~._~..-::~...._;.:.::_.:: ~.:,_~~~-~;"--: ~~.f~~"' ....
~ •.,Io ..r

NO

_. .~ ..... -~. --~.-: ..

. ,

. I

\

15. FAA Sec. 666. Does tbe- --country ObJect, on the basisof race, religion, na:ionalorigin or sex, ~o the presenceof any officer or employee ofthe J.S. who is present insuch country to carry outeconomic development programsunoe:: the FAA?

F'AA SE:~e:. 670, If tbe .,,::o'lntryTsanon":1~=lt:at '~€;apon ,s·:.a t €!""::0'- .: ;,. on ,..... ," a'C:" or "'U ...... ,·! s" 0
... J .......~ ......., ,tt." Ja, ,Ih '_ '10... .i\'\ ":J iI... ~ 1;1 f1985, exported illegally (0:attempted to expo:t illegally)from the United States anymaterial, equipment, ortecbnology whicb would
C ' "",,;""u"o .,.i,,·ri.J=;ro··n .. ,-.. • .. o.,')n .... ""wI ...... ;;;;;> " .. -=:' 1_". '" \~~':l. __ :: ••the ability of such count:yto manufacture a nuclear
~Y~'M~;'7~ ~~Vi~-?~~A~~V~~~Y~ ~C ~_~a

16. FAA Sec. 669, 670. Bas the:~_··:;"coui1try-:-af~t":\Ugust:3, 1977 I.::...·..:..;...;·.;-~eliverer.: or ::eceived nuclear~~~-~=~nrichment or reprocessing. 'eq~ipment, materials, or-=:-::7:;~ec-:'lnology, with-out- specifiedarrangements or safeguards?Has it transferred a nuclearexplosive device to a
non-~uclear weapon state, orif such a state, eitherreceived or detonaced anuclear explosive devic~?
( ::A1\ S·;c. 62. 0E P e r:t1i t oS aspecial waiver of Sec. 669 forPald,sta.l. )

BEST AVAILABLE COpy

...... :'"--

-'.- .~
...... ...:::-, ..:,:.......--- -' -.~. ~ -,~ .:..- ---

,
, - .•.. ~;'.' ....- .....
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18. ISDCA of 1981 Sec; -720. Was
~he country-representee at
the Meeting of, Ministers of
Foreign Affai=s anc Eeads of
Delegations of the
Non-Aligned Countries to the
36th General Assembly of the
D.N. of Sept. 25 and 28,
1981, ana failed to_
disassociate itself from the-.--:.--.-:'::'- ... --- . cornmunic;u~ issued? If 30 / •

-,---:..-=- .' .. -..- has tbe President taken j, t ..":'".- -.-.=.;- -=---- ..-- into accoutlt? .CR.e:erenc€__
-, ,--- - . may be made to tbe Taking

:::.:~ :~":'..:.:... ·.. ·..:i:.;~~:.:i·nto Consider.·at-ion 'me·mo.)

Yes

Zaire entered a TNYitten reserve
tokthe vote ar.d t...'1is was ceke:1
oonsider3.tion in t...."le "Taken In'::
COr'....'!i62raticn ,'1?_'10" sig:J.ed by t
AcmirJ.1.strator 31 JanGary I 1.936 .

19. FY 1986 Continuinq-------,..--..-----......Resolutlon Sec., 541.~,..;;...;....;,......__..~.._- --
Are any of the funds to be
used tor the pe=for~~nce of
abo~tions as a metbod of
family planning or to
motiva~e or coerce any
_'~~f"~ to -r~c~'ce ~bo' ...~'..~l·on(~?.l:"'~""''''''''' k" •• ..:.,_ .......~ -

Are any of the funds to be
used to pay for the
performance of involuntary
sterilization as a method of
family planning or to coe:ce

..... ".... . J:..; ..,;00": '" 1or :-rovloe any ... _ I;'" •• '~"''''
incentive to any person to
undergo sterilizations?

A:e any of the fu~ds to be
used to pay for any
biome~icil~:esea:chwhich
rela~es, in whole 0: i~

-~ ~a InQ~~o~s ~!- o~ ~bc"0 a.i., .. , ~ \or ~ ..... --.. .~ ~ '...oJ I ....-
'poe' P~O--\~~~a ~~ ~~c--~or:'s o~,. ~ ....... (;. "4 .., "" ..,) .... , 1M. ;.; ..' \0..... 01 .. _ b

invo].untary steriliz3~i.cn as
~ ma-n~ 0& ~~-~, •. ~lanni~c~Q._ r..;.:i. ,~.J _ J... c;..,,).I._ ... ,J, .~J '"'''' .. _ .J _ ~

...

NO

NO

BEST AVAILABLE COpy
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..,

.. ,- .. , ...... -

.. i·:

..r. ,.<,'. .,..

"-:'_ ".t"'•......"~.. ~. --.....- --

. ~ ' .. :

._..~- ..~ ;.-........ "J""h104-~~:-:~''.~... ' . . _ --:-1" -

,~":j:-;:~::i§~t'.~ .

NO

20. FY 1986 ContinuingKesolucion. Is tneassl:Scance bei.ng madeavailable to aD~..organization O~ programwhich has been det:e-::-:Ili.ned assuppor.ting or partici.pating; h
:

::..n t e m..ana.gement 0 ..., aprogra::l af ccerciv'e abor::ionOD iIlvo1.\mt:a..ry ste:::-ili.zation?
- ( ......_-- ....- - .._.. ..,.... ... -

If assisr-auce is f=o~ ~ie
: .:.-~ •. -:-:-•••• ,"",!_ ..~_.population functie'tlal
_, __~_=. __ ,_._.. accoun:c.) are ani of the .funds to be made available_·~O f.e.mi.ly plac.ni:Og' ?rr.:>jec::'s--= ....~-'-·:~.1'" ~ ch do no'" 0 f:.(,:e"~ e' J. t:h"~'" ,'-

.'jf/f"'~- .........
~ ....... ,;..) ......,. '-j~di:rectly o'r througb !~e.fe·cial '--.to 01:' i.nforma.cion .about:acc.ess to, Ii b~t"'oad rar.ge otf.aI:ul y p 1 B,.nI'.:.i.r.\,g 't:lk1t.hocis a.."1.dservices?

.

.. -
: .. -:""

.... _.-- ._._--'.......:.._,..-'--- .. _._ . _ ............_-.:.~: .........~;~,.-:.r;-":-- .'
2.2. FY 19 86 COrlt:in~li.:t8..uPt'._~'-"-"'.'_."'~'-·l_\"_~'?Kesotut.l.on ::>ec. :).1..:.. Has -,'EEe·'l"ury-erec::eo'1iead c f:Gove='.:l1nen t 0 f the CC)U:J. to=:,~(~etl deposed bJ' mil:"r.:.a.rycoup or decree?

NO

B ~ :tUNDING SOtTRCE CRrr7...p..I.A :'GR
~~""::"fIi'.,.,..-r:·-·~~'I"-~::-"I"''''·-'-'''i'I''r---''---

\...uu~'\.!.R:-: r..J......J..(:,.L!.)~.L.\.X
P
.
I
l
I
f
I
I
.
'
_
~
_
'
_
"
'

"
"
"
"
.
'
~
.
1 _

BEST AVAILABLE copy
:tl~.A ~; e!~. 1. 16 "l F:LE~s -::rl e
~..__..-_......._-,._- -uenar~ment or Statedetermi:'.led that t.hisgovernme:lt: ha.s e.ngage.di.n a consistent pa.tter:nof gross violations ofint.e:rnatioca.lly recogn:LzedhtL."1lan rights? If so, can it.be demonst.rated thatcontem?lated assistance willdirecciy ben:=.;'it chp)'"'I,;;>n":;'·'

....... -.~. 'y,'. -..•• - .::: •. _?~ .;,,; ......~ ..-
,~..·~_,-r

~ ,-.



-
Fi r·,Utf· ~

r ' "rI 1 f:"'~ :. 'J
[ :.;, ,'f":' .' . .-j ! r I

"
r

,
.... -- ~

{ ) .. ').... _. '-- .....
--) I'

" . I

; ,.jl ' 1. ,

!
'r' ,,

'_"'-1

{, .• r
- I~ __., -to

~' ~'.

I

~ 'J ;~":kt,'---' .,---.'; ."- /' \,
~.J \

N
H

':..,
r....
o
(,.)

l.l.J

CZ
~::::
~
~
h.

t3
Cl:l

/';

./1

, I

...

,.

----~-l

.'

,,
.~

. "-1

I,
I
'j

l~~

I,

. ,
!

:J _:.;

f
! ..~ I

"1 I,
•

I j' \ t"-'--") i,' f- II 1· ,', f'.-. rl ' ," I ., -- -.- I . I j. I ',' I 1 ,.' I ;- . "J '1 I /i
- ,J /, '. ~ 1 i' .' i ~. .... i . i.", I· .,'/ I l' 1 f ' ! I /. .,;', /' ... '.J l''''-" /' /1 ./' /1 !/'' .- I" '1 . ~ I . ' , , I I ' I' " , • .' '.' ; " i I ... ' .. ' ,1"'.' II /{ 1/. ;//1 i/ /1 [., i __.__ j'j /., I ,/ ""! 'J r ./ j I: I " . ,"..- I· " I.. I .'" I... " ,. k /.-.--

i. '",., """"., . ""-, ,-I ... " ,,/ /! I.... ./ ........ I (. /J r ./ . I ./ ) U. /1, J::.<
• I ,. . _ ", ',..j.-'. I.I" '. I.. , , I '" ' I " ~ , .' "I I, ,j ,./.' ~ , ) _----. ' '1'.. , , ,.' .J ,. .' ,. /, I,,' <' I' .' I . / I.' "I 'I I I' ' ',., 1' ""'... ".' '. , ".".... , i ,. ",. .,

" .. ' ",,/ '.. '/ A ',/" .. /i 1/,/ .'./ " ': "j , ... ,_,' ,,···,·.. ·JI,·)I//\·/I,./,! ,"1/. !/"11/".' /',' ·ii. 'i/,,'.. ! .. / I, , .••• ".,~: I"~ ./. f'./ 'j' , ,/ ,1 1./ ,,1 1'/ /"1' ... /,-) !' ,/ )' ~ ,-' '1" I .-' _: \. .'; ,/. ,.' I'I " 1.-' ',..- / . .' .', I" .- '-.' / I,' " ,_ . I / ... , , " J ; " .
~ .. ' I /,-,' ...~ I '-./ ~.. .," J t ... J I ,. J] " ". ,.' '-, ,/ ,/, " ~ I / ;..- i'.- , .'1 r~' '. ~ ", I' .' " ~ I ~, '.. ) , / . '. .I I.", ; r.' .,/ . /') ./ /.If'.,/ /'1 [/ /~11 1/ ./ J ',/' 1 i ,,- ,; : ..... ,/ I L.' ,/i, ,.' ~ i .' :I 1 I / / . I t·'- /. . / . r.-' 'I I'.' .,.. , I' ,.. 1""./ 'j' / .' " , . .') 1.,/... ,/ /' /,/ I ~' .--' , f .' j t ." .' I' ' ii, ' :
" • , ,'.' 'I" ", " '.,. , .U.7 -i/..'./·, l//"JI :····,/1 1///'1' '\"/'/'1 1,///I~' 'l././/J

j
[./,/1 :. '.'/'1 !"/-',/ [.~/ .1

1

i,/ '.,\ i ."\' .' J I" '/"'~.-" ... ~ \-.' '/ I, 'I' . , .' I I. .' " " '.i ' ',. / /1 .- .' / / . ,r I.'.,. ,/ , / I ,..' .- './ I,' I , / " I ' ,... ..' ,/ -- .' ..' ",...'] -',. I...,. ,'.- .., .- r. 1" I . , ,I.. If.... I ! ... / / i /, I/~ I f· / ') I... .j I. .. I ' ./ 1/ .' I', I. ., ",. '/ /.' f / I.'!;" /,. / '.' ',' " I './, i.. ..,.1 I' ,.. i ./ 1'/' I / /1 1.-' "I ,. / J f ,.. ! I ./ 1 /. j 1,/ .'j , l. ' I ; ,. , /. l / / .' " ,.. " I, "". .'I! / .' , " " " ii'/ /~ L/ /,' 1/.' ".". I" /.' ('// I /.' "j' I ,/./ 1/'./ I·' .-' { ,"' ./ j " ./ .! :1 ... ..1 J, , I !

r

,. '> j / / .. , . • '.., . . /1 ' , I
" ,.' I ,'.' u.' . .' , ,.'.' , , , . .' . 'I i;!/ /.-'] ~", .,' If···· ,./ 1 '[' /"., ! /" /1 1,././ --'., -' f'-...- J I "., "1; .... ·--1 :,.' 'j! "i I' ," ,'; i .... '<J .--- ../ .... .... . l' ,,/ , r ./.-' ", I"" ,.' I' ,/ J ."- ./,.' i,. >' II . , ,.' '., j". .'.",.' • ' , " , ,.. " , • • , " ,' . , J I .. ' . I .... /J ,'''' / 1[/.. /' 1 V > I t' .-' J 'I .' ) I· ~'i ,. ,. I' I . ./, II ' ' I , .' 1! "1~ . . I· .' . .-' " t' / r' j , .....' / I "'," I " I') .. ,. ,,, 1 I, .

' ., .' " '/ '. I· , / / '., - I ., " I' " , . / i' /
., '.' I ... .- " .' - ~ o'.., , ".', I... /1 . f I ('. I .

,
"." .- '. !.... /( 1/ / 1./ ./'! 1./ I /.) ,.' ,..1 1,/ /J' l/ .' if' .' , [ . .~ I .. ' ."! /'" .'I..' /" I ~' "I J I·' . ..,-- I ·1 l f / ./ / .\ .' ... I r,.. 1'/, I"" /1 , .. ' -', I' I i ~.1
··/ ·)l"'//.'-~ l/ /./. l/ .)./1/.". t./ .. ~ 1/ /1 i.' /11/ ,/1/' ,: ..1 I .~ '. ,! I.' . I .-' I / /i '.. . I' .' I ~ . I : I .), I ' 1 '. I I I' JT /.' ) !,/ /1'.-/. .. ./ ../ I ~.' , / ',".1:.,.) " ..1 I, ,.' .' i I'" . J" 'I ] / /I I . /1i· .' ,. 'I " " j' ,,' " • ". "'. -' , .'.~ .' it, '!.i.' j '..../ A ,····, ....1 /.....,-.j L,'. ,,1.-' -,' I I·' l f '-',jj'" ,/11 .. / /1 r 'j' ,,' '.l_.L~.:_LL"r_JI . .. J I'· . r· ~'1 'I"'., . L' _..~, _I ' .t· . ~ o'. 1 ........., '.' .. 1 '/."'1 li/ /1 I <,!._L. '_.. .~.-._.. _I-I I ,'1 .' / I. t, .. ' I' . .J.....L.~ 1_ ..- ,. 1--:--:.- "_I•• l·-T~--j-I--l·- -k-i-' I I

:,'>
'i ~~,

,­
-~

; .. '/.'-

"
r: I

01
t>!J
r.;,.

_.
--J :- -/ (~,

-, --r -':r r~:

~/ s~ r~ [I ,~:;. "i c.> ,- ..
~~--.: ~;~ r,..,,1- t', :--)

f , I -' -' '.' \_., i ~ ,



1 .1 allliU :,1,11

-8-

.,-. Economic Sup?or: Fund
Coun~rv Criteria

FAA Sec. 5023. Bas it been--------:--determined cba~ tbe countryhas engaged in a consistent~atte:n of aress violations
~ .o! internationallyrecognized human rights?--'-.... -·If···so,-··has tne CCluI1trymade such signif.icantimprovements in i t.S htlman~ighits recor.d tbat- ---=··-===:-~'"""';':-fu"r:..i.±sbing such' a·ssist.ance......_ ~_.:.;:' .. =""=-'l;S 'i11 tn'e nationa.l inceres::?

------ ....~.- --'-

NO

J"'!'" -.';'"

-....
','

!,.. ::= -'1.:":'

BESTAVAI,
'LABLECory

.-.-.~.. -- n\
·,t-· '
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.J (A) 2 NON"??,ClJ;::CT ASSIST?NCE CHECKLIST

~j1e criteria list.ed ir. Par~ A are
applicable generally to FAA funds, a~d

should be used irrEspec=ive of the
progra~'s fundl~J source. :0 Part a _
dist~~ction is ~ade tec~lj2en t~2

criteria a~plicable tc ~coD~mic

S~??Jrt 2und assj.stance ar1d tne
c::iteri·~=j. apS'li.cab,l.e t~ j)~:·'/e.lo~r.~·ent

lo.ssi,:;t.2.r1Ce. Selec'::.i.cn cf t::.ne criceri.:1
~ill deFend on the funding source far
t:le [Jcogre""

CHECKLL3T UP TO
DA.TE? IDENTIFY.
sp.s ST.~1':D~5.D iTEi'!
CPECI\:LIST SEa,
RE·VI~";~\BD~)

~es~:irJ2 ~O~ ~~C~C~i,7i~g ~~G

al')[Jr':Jf:,r:.i.a '-::. ....)(l,·3 1:·"JI'~·;;;.L ~=. ':~::es o.E
Sen~te and IIC;Jsl~ ~~a~.re ~~e2l-l or
~l"i L.L 1 :>?: ('/)t::'J. f i ~;~'. C~)~iC',:1 ;:ni :",.,--;
~~il:'~ . ?l"oJ:~c~t.

i('/as SUC:TL.i.:'::' ~;:,.:::.r '=.0 \_,=:~ ~ ~,; .:>';: :~s "~'J.

?J..:glisc 19,)':)

~s well as r~ai~:~~~

cc:r[1~c..2L"c:i::.~ a:-.I(: j_ :1i/~:_~ ~....::;:~'~

If.2. .'~"\~S_:?~~~.~~~J·( ~.LEj...
f~rt~e( lesisl~ci\!e

rEqLLl:~t withir1 r22~p.~2:1t

cOl~ncry: ',h.at. ls::::asi.c:> f:J~'

reasonatJ12 eX~2~~ati(Jn th2~

suet! a-:.~t ic.:n 71/i11 0'":: co~r,~)~_t.:: t2d

accc":.1';;"~I.i,·:3:-:.r::2(:t ~<l: ::<..:r:.>~.:.:;~ ;J[

I·.:~H~ :}3S i E:: c..:?,n:c:?

.L 2,'~r j.I:~;-.~··~l 0 r ~ ~:......:..
'.:': '-."; ,.?, ~1 ,i .'l.~:~'~ -..:. _:_ r:;- s ?

BEST AVAILABLE COpy
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is assistance net so given?
Inforrcat;"ol: and conclusion
woether assistance ~ill

~ncDuraSr:: .::e~iona.J. ~2\11elopr:t2n::.

p,::c:,gr2":~~.s .

<;. ?.""';•• Sec. 501(a). InEcGl.ac.ix.
and c()o::lusion.:: '.~L-:2t:.[ler.

assist2n~:2 ~~ill encourag~

efforts of the councry ~e:

(a) ihcrease the flQ~ ct
internaticnal trade; (b) fcstar
privace initiat~v~ and
co~r~p:2tltlOn; (e) encGu{-3.se
de'1elop:n.::nt and use of
cOo9Er3tivES, credit unions,
and savings and loan
assoCi2t~Ons; ld) di2couraga
ftl(;nOI?'Jli,.si:lc pCdcc.lc'2s;
(e) i~Tl~rove ~~.~~c[~ni,·.:::~1 eff-i.c"LI?:ncj·
IJ~ 11·.~I~s:rj, a(~~ic~l~~[~~., 3~l~

:: '::j:- ,·;n -:::: ;: C2: 2. ~~ Cj ([') ,~:: -= ~~ '':: :-:-'~'.: C :-;,e n.

tree .:.1GCr u~~o~sv

~ssi3~ance ~'iil~ erlCC)r_lrag~ u.s~

i)riv2·:::.r.:: ~~;:.:~d;::: a~'!.c i:l'·,'1,:::<3tr!~,-=.'n:

abro~d an~ ~~CCiJ~2se ~':~·;2:e

r__ " ,:~ ,t ~Jc1_C ;::-. ::. c :. ~ (":"1 :. -::=.::: ; -"l t ::.)~: == _~ ~ ~~l

.:.~ .s;:.; i. ~:; I:.,;'J.LC~: p r \~',~j:' ,:".-:~~,: '..1, r .. (_~ 2. L:C: ,i. r·1CJ
~3~ (~{ priv~,te ~~~CE ~~,~!:n~~l~

~nd t~ie ser~ices of :j~S.

pr~vat~ ~i~~8C[)ri.3e) ~

c. FA~ SEC. 6l2.\~1)/ 6.36(~1); ?y 1~26

.~~_~tI0-Cli n'~:i{~~ ~.~~;.~~~~-i C~n--;~~~-;~·-j[I~=---
D:::scrir.:e ,3-::e.~S t.aker. C':) a.~; ..::;l.;,[~~
c.h,:tt: I tC r..tl:-:: F:~~:<i.;n~"':.~;~l t::;·~ :::,~:.:r~c ...
r0ssitl~, the ':Ol.l~t:y is

.' I
~.; .!. ,:.. '- ;, ... j

GOZ. The U.S. believes
th,ese :ero!:"8s arc r.eces S,:i [1'.
to the im[)[()iie!7:en t OF ~-i.'"

Zal r ianeCGC1Cifry .

:ce.Eor~-~lS ~:h2t. ·/'iil.l ~~nCOllra.C;::-::

r,[iv3.te- seccr:::t: d~i,i21opr~.en::

in t~1e indL:scri~l sector.
As G. c~r:(li i:.i on S">rece(~ec.,t :.0
recei?~ of a3sis~3nc2: the
GOZ mus~ revise ct:e 3C~EdJl~

of iinport tar:-~f:s ?,::ci
elimina~e all t2X~3 Gn
eKp.)rts~ 1'he GCYZ [ld3 a2.2o
3.'jreed co c.dopt .: sj.!.;.l~)~:' fj.. ~::c:
ane strear;~inE~d cor:ccc,l
~rl)~ed~:2 f~r ~x~or:·-

€:-lCC~~:2<;~ C: S ct i_nf,l-=:'~::'~\-:_~..;:~: j.:~.

',,\/;": -3. t. ·..,/21::; ~) [~~i 7_ :]'.1 s~. ',/':' -::.; ~,~' ':.;::,....:.

~"O~ 3.::1)1 i ::3.01 ~ !~:~ce::: :.~ ... '..'_ ~~

ass:'5 c.2 p\~:~.•

",
".' .

BEST AVA/LI~BLECOP'{



1,I,UIIIIIII,j"IiIII" 1111•••11I_.111 1

the country and if so, what
arrangeIl'ents ha'le be'2i1 mace :;:or
its release?

8. ~'lHl the
assistarlC2 u:ili.ze co~p~cltiv2

selec~ion prQCedUl~~s fo: che
a l,,;ardirl; Ot cor:t.Ie,Cc.s I '2ZC2~~C

where applicaole 9rOGUrE~~nc rJ~es

,~l.lovl ocI1.e':"'.vj.se?

~~ot -3.ppli.c2ble.

9. fA~ 121Id). If 2ssist~nce ~s

beinrj· furn"ished under tne Sah2.L
Developrilent ?rogrclln, [:':1.3 .}
ceterrnination been ;;:C,C:,2 t~la ':
tile l,,:o.:~c. Soverl"lJr.ent bas =J.n
ade<-iuate s.1'"s':em for aC;::OI.Lr1cinrJ
for and controlling rEceipt ?nd
expendi tl.:C':'": of AID fl~l1ds?

th ==.: c+,S3j_ s r.~r: '=~~~ C:)e! 'J~..~:. t "'r. '::-::~: ~::'--J .'. ~: ~ j'

Co n t.Il f-: ba ,s i S 0 f '-:;~e ~~::Jl..i ~l~ -:::::~ ~) :.:

(~n-\/ ~\~t.~l c.~.'_a~s.'-·-,3..·;" ~.:~;-!3 r-.1 L~ ..: ~:: .:.':''""'i?

assiscance ~r01~Ot~ e(::;~(;j;;i~

3.i1d ~)l.Lt.i.ca.: ,3tc~bil"i.t~~··? r-~'o

tiK' r:!d"~ :'..",'J.iTt (.: x::p[.t f: c.s~.J 1. :; ..
is t~,is a3sis~a:~ce CGr'ls~ste~:

~'t~i t.r~ t:le :.::01 ic::r (~ ..l. rect·~ ·:'i~S~.

purposes, 3rd ?[cgra~3 oE
l=ar:: I C~: :i:,~ ~';',J\.~?

et~~:'::)nO;I·:._.C s:'5::i ,i. i ;:.'.:. 21~".r

~) CC '/i0i ;:""L1j "':.:,-~f;.' ';~':J c7:;~.i ~~:~

ZaireJs de~/~lc?~:-~~l~ 2~lC

.::::',::b.J.1i':·~l"

~:n:LS',',1 1
1,._ .,•..•.

'~c.

",I...... >10.

S'"= ..l·.3.'::~rj J~C'~- !~ .._ J_ Lc.:::.~,_·~",' ..;:..
.;:2 ~ ,3.,-~,i .~_._ :c:..r. :;t' ~\:= ':: ;. i/ .L :.""'" ',-2 :~ ';)

. .. - - .....
,:i ' -'~ .~ ._::.:~ _ .~_-: .~,_,

.- -, '-'. -{" \
...' -' ..:.... \ '--./ .. I',i~l,l. ..... ' ....... .:... ....
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COITUfDdity ir::fOct p!:'"og!:'"aI:l's or
other progrcul1 :?sslstance be
:lsed to genen.te I,xal
currencies? If so, will such
lccal 2urrencies be a~/ail~bl2

to s~ppoc: acciviti25 c~nsist-·

te~t ~ittl the ')bjecti~;~s of
:'?iV\ secti.ons lU3 trl"Coucjl1 lOb?

ci. :::S0CA of 19(35 Sec. 203. viiL..
ES-f-[uncsrr;a-Ge-a-;!3~i'I~"3·2.e f.:! c
COF\IT1c1ditjl irl~?Jrt. pr::'graIT'.s c'e
u,se(:, for the puccba"e of
agr Leu2. ti.\ra1 :;::);~1iTK)diti 2 ..': of
Jnited Sta~es-oclgi~? !f sc,
',.,'hat per ,-:enta.'0'2 of Chf': fUlids
',.;i.ll 02 so used-;

i= i n,.::,t~c;:~ .ir:;f~Gr t:s ~)~/ ,arl ..-:.0_ ~::' .:, .:2~1

CC'I.L:~~7:j· (i,J.nc:~r: ~=t ,::,:)~:'~:'(}'.~ i. ':-~.r

i~'~:L~X'" t c prose ;::::~ --:. ;.~. :..:(~c;:r~. r
p~~:o?ca;;:), ~.'i_i.l.~ c.r.E: a~7[?::=~~:~~~-:j::'

JS2G to ~22~ :~~S-:S~~l

det/:-::.lcL=ir-"€~n: r~2t~~j~·:; _:~ L(:'--;~:;~'

counl.:.f.'i r?:::3 J.n ,,3.<;::::Jr:;~:G[)C~::,·/i::~1

(i,; S~),~).r2 ·;>;.~-C~ ::..::n:; 0r:.....: .".

i iTXYJ.r 7.: S :: ~'i. Zt .~..l :: (:::
~l:oca~ed O~ :~~e t)a:~L3

0:,:' e'i.:il~ldt.1JnSI G~' }..ID,
of~~e ~~llity of li~e~~'

,:';:S,kJ.Cf: ~;ac':s c.ed L:.2c::>:"il:' i..;:;

in a':'.-J.Ai,rr:211y
5: rodt~c t.~ ~i7; l e:-:fll ':)i'7":~"'::::~l :::
qt-~nf.:=:r3.::'inS.r arid C()Sl.:

e.':.cec,:i'V2 r,,;a~:·;

develcpIT',enc pro ject3 ',.;nic~

will be consistent wic.h
F~~ Secti8ns ~03 tnrous~

IQ·S.

\ .... _'-,
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economic development.
A!D shall assess SUCh
plans to determine
~;hethec thEy will.
effecUvel'/ :X()!::cF:.e
econoinic de·\lel:J:;xTIErit ,:

(iii) Emphasis shall ~13c

be placed on i.Tports
fcr agrll:ultural
acclvi ties \,;nich

'/ii.l.L eXt:Bnd agri:'::L~1t'..2ral

productidn, particul&cly
acti'li c.ies ;'ihich expar.c
:::J[(x}uction for export ,:){
produc~iQn to red~c2

reL..a.r:ce on. i:crp'J[ ~eG
agricultural produ2~s;

(1 '.'.J
,~~) ~ [)1,::+. Ce·:J (', r~ 3.

di,3tr jj::I.li:. ..i.,:Jf1 ut i~:\.;.<::;:·:,..:)
f,c:. '/2 ;-,j c.. ~:.,r::;::.r:i

~j€~ \/2 J_ or:'i:·f'::.l.:~":' 1.t,-.;.:3, c ~_: .~ ~l

t 2 tltLS ct ~(;or:c:'\::c
seccors 2r1~ ge(:g~~rn~(:

:-2Si.:.)nS;

t_:l (·;l i ,~;.~:. ]_~. ',: c'':; G ::: ~ ~';. t
1ir:t=,')r ~;~ .E i ~·lr-:n.:f:': b~,'

(..'r:i t.:=-c.: .3 CCl tes '-,nc.~r
ESE' Chap(2~ Are i~

adeiL cion t:.G ).;crpocl:'
~~h~ch ;~ulj ot~1e[~~is~

occur, considerac:~n

snall DE given to
histo':ica.l r~a~te[r:s c·~

'[i'J 1:"2.1. (;1:::: >J:r::(~I),f~::~ US~~.3;

.:~ ·.-~~~~~C):'- ':. ,3 G ~.'. t:-~ .:::
(~':~ ',; :':::'C ~:,I·;>:" :~~ ~ c.;, _~= ~:.:~',.: BEST AVAILABLE COPt
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account:. Established by
thar: goverr"Tlenc.
and, eXc2pt as previded
in .suop2r2l(::J:·-=trr1 (3) I

shall b~ a~;ai12ble only
for llSE in acco[da:~ce

with toe agre~~ent ror
econoDic develop~enc

,:"ct.i.vities '''/hicn a'::E
consiste~t witt the
?clicy directicns of

.s~?cticn 102 of t[;~ F~:''.l\

2nd l,vh.1.:';, a.re t::e
types of actl. ';i. t.il"S :Ecr
wnich ~ssiscance may be
9r.cvi(~ed uncsr s>2:::ti.'Jn::3
103 throush 106 of the
FA!\,;

\ ::~ " ~J-: :~' 2.g t e s: :",": ;'. I":. :3 ~:'l a..L :..
,~::--=: l.: i. ~. 2 r::.r-:a t. t:. :"1 ....:;

g'()~"'2 ,r.. r'Jl~2':-1: OJ.: t:·ll~~

cc; l: ~:. t,:: 'j ~-:~6 :~. ~~ '::;, ~/ :~_i. ~ 2,;:: l.~.::

co t~le ~~:ice(j S~a,ce3

CO\/€::~'Ct~''::;'lt .si_~'.::~l' f()t:l~:,{,-;!-l

,,::f ::~le a:~;Cljr~:::

(~!~;~:)Cs,·~c.ed .In :.·:~e s~>;\Ci.:';ii

"~.,:'CCIu.r~c.?.:~:.~ ~~',a.~~ :J(.::
6eC2[;:~in~~ b~( ~~~~

Pc ·?S :.ce:~:: f.:C .':'E

n'.'::C·~3:7a'::·i f.·:JC
ce<;'L:.L r ~~ ;Of1Pn cs ':~. f :.:-~~.::

CniC.eej States
.:....:r.:.~ \1C ;:- LIf.t2"tl t ..

ISCCA at 1.925 ~e2. 20'7.

the cc~st[uctio~ af, Qr c~:~

0~ecation or ;la,~1:c2!1~rc:e 0~1

() C t C-:~2' S!~.;;: ~~r ~~ '~1(~ C ~~ .: U:: 1
.c:~.:·."':: I' CJ. .-: :.: C .~ .'~2.j .c .:3 cL .~ 1. : ':' ~..

.:.~: :~-:. ~:'C~::- [../ C.c\ t:"~ ~';~:: .•.'::.::3. ~.~,j '0) I °

- [~::: 2-;c, :-:~ ..- ~~' :... 'J ~ i c-::: :~.:~ r= __ C :'.
BEST AVAILABLE COpy
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Latin A...11er i.ea (t~--:e ff?re:a~y

of Tlatelolco~)! cooperates
rull/',.;:' :,:J, ':::E: 1A:::''I./ 2nd
pUrS:.l2S non-prollf2':"2':.ion
~olicies consis':ent wi:h
ttlose o.E t~e United Stal:es?

q. i'.-:O.A Se~...:._609. I:~ CCJT:.lod Lc:Les
are to be ?ranted sa that
sale proceeds will aC2rue
to the recl?ien~ 2cunt':"y,
have S[ecial Acco~nt

(coun~erpart) a~r~lsements

C,2f!!"1 rr:(?..c,~?

~,/ f~C'.... _.......

pocr L~ ~s~!eltJprle(-_:, ·-·,i

ex~eJ~t~~.g 2CC~S,S to e,~t)n~:Jj

acLo(:al ~ev~l; inc1:~2~;1~']

la~o~'-i~~2n~3i',le pr(~~l~ctio~l

anr]. ~~:.e U:32 at ,:1~:i~;>::-or;.r~.,:l ~c::

,~:\?cr:t'.c ~'~(?:'{ t '2~:_::::51.:: 1.::J
i~~/e.~ 'I·:":·,~~";:': C J t ~: r'''.~';:: ::.L ".~ J.. ~~ .:-~

areas, 3!:d insu,(_~r!g ~~~de

r;ac t.:" ,-: .~~?J. t i r][\ u E 7"': ~--:~::: FC;'J C

ifl the o~nefics o~

,.j~:1elc};-'~~ietlf,: en. a s'.J.staj~n\~l'~

basis, using t!~e 3?9[LJprl.3c2
lJ.S. ir~3·C.:'tut.l.l)nS; (8) [ ..c~lp
develoF ~GQp~:a~ip!2S,

(.;,3p2,.:ia.J.. ..t.i· bp

./ ,:t::ch~~.~.(~3.1

~ssist6r~L:~! to 2ssi.sc :l.~~2~

2.ri<":'_~·_~,:)c.r: ;:.:>J() C r~o .. ::: _~ :-~

c:-:' p:' ~.~i,S c:: .:1.. -.'.:~:..-, -: '~r..; .:_~ ~ ~.; ~-: t=.: '::' ::..~: :-

.=. .• ~-::- ,C:::::. _L ~-= - :: '= _'_ ;, -= .'_ i ...... ~. . _,~

C 2· ·"'.::·l ')S:: _,~ ;,"",: ;~~: :.~ ~:,:..l r~ '.-:. :.~. L:2'::: ,~

BEST AVAILABLe' CU/"''f
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participation of. ;,ior.~eI'. in
the national economies of
developing cQun~ries 6nd
t.tl::.; irnfYCOver~.en': cf 't·;OIT,::n f S
sca~~s; a~d, (e) lltiliz2
and 2nco~rage regional
cooperatlon oJ develo9in9
countries?

b . ?!-I.A Sec. 103, 10 JA , 1(] 4, 1 I)5 ,
106, lu::;:-Is a.ssis::ar:ce ;:;2iilg
made s\,::-;i.laoJ.e: (i.cc2.ucJir~q

only a2pL.caole p..::u:dg;:-ap~;

,,,,,:-ti.ch corrr:;srx.:mds to source
of funds u~~ed, If ir.oC2 L:a;-l
one ftlfld sour2e i3 tls~d .Ear
assi.sca:-:ce, incLlde re.~e;(dnt

~aragraph for each fund

(~:I lllj.3 j .:0 ~.: :t(~;~': i C;11. r: ,-.r{~_: ,
rJ.: .:iJ. (:'.::':2_,1.·; ... -l~e':-l i: C: ":-

r: u ,: r:>_ i. G"'; :.. j~ .3~:

(a.) s:{t_E:-~~.t ::~c' \"i~",l:::

ac~iv·ic~· is s~ec.L~ical~f

des~gned co i~C[e~32

productivi:! ~na ~~co~e

G2 [!J_~'.':(:'': i:,··;,c.:r,·; L_:_~~J3~\J .if'
for- aljri.~.:ul':ur~:_;,.

C2·S23.,tch .. t~_~l.L ::'C:':::,"~;ljnl=

shail te [~ker1 oC ct~e

r;~:,,:;ds 0: s.-:':LL;.Earmccs f

and extenSIve use ot
(i~~lc1 tE:~~t:1C'.S t:.,~· a;,j,J.IJi:.
basil: [~S8a!S~1 to
loc21 conci~icns shall

~~~ich aS3istar~cs is

r~]_p ~:. ~\1::>'::-,.»'::: n;..~ '- (-.~ i:, ~ '.:; i-~

cf l:.~i~~ ~'~(~E=,1'-7: \-~i/:

"~'t.:::/':..::lc: £:' :;_ ~.~;~ CU11'~-~ -=. r:: ~_ ~;::

::~ (' 'J,~ -:; Cl '-: 'K.r>... '..-. ::: .:,>:
':: [ 1 r,.:.~ r: 22.3 =;;

p:ocucci~:r~ ~~ ~'rC)~12

-"l'~c~h 9r~::-::ter

I



nutritional value,
ir:iproV~~,E:nt of
?lanning, rese~ccn,

and ~(jucatio~ ~lith

ceSFe~t to nutri~ion,

par~icula[lj wit~

lilI9roV·2:r.ent and
expa:-lded \.lSI:: of
indigenc~31y produced
fooostuEfs; and thl:'
Ul"'.der:'ak ins of pi.lo.~.

or c]eiTJGr,,3craticn; o.E
poor and ~ulnerable

[Y~0[Jle; an·::
(c I extent:: to '.·;hic:-,
a,cci\li ::'2" in.:~rer?~,s~~3

,;i,;:::lcr::o.l t,)o~ .s,_:c~,rii_:~

b~; l~provl~S EaoG

:~).2 ~c1S~~i:!€:~:'l t. \?.:1G :J~"

s t c~~n:;':.;~I~~~l n(l ;ia, t: i ():'"'~:i ~

~oo(i c(~::;::r·le~, "..ri ~j~

p.~rc i.c:~lD.[ ·"~or.cer'l! :::..:>C
c.:-:e n~.:e(Js ~)f 't1e 1:"))0;:" f

t~lrollgh ~easur2S

.~..: n(~O J,-L r d qj.. ~~j,~j d'...~ ~."':,:: s i~: i ,~::

tJrcc'~il_C: i en " :::'>.1~. j_,~-j i.f~ ~

;~(:'; t i,Ji"laJ. t ~.·,<=<i

r::~.s€ r~/e~'; I f:X};>:1~J.d:i.r:g

~ .'/d. i.l.,~oj. ~ s t.;,)'~ ,.:,\~je·

fa~ilities: rej~cing

rx-:ST: hac/e.:;;: [~~oci

."LCS"S2S, 2;~C: _:_~;:[)rcl·'v~ i_r~'j

tood d':.s'::rHJl~::io::.

(2) [104J foe ~0p!_il~~i~:rl

:~\l-:=:nn.!_rllj ~~r:d7:.~ 32',: ..
LC~i~) :~ ~e2.~trl li~j~~

r" :~ ;~:<::ur,:~.::.:.r: :~:E'::~.::i -:'~',

"~.' ~: ~-: £)<3. r::~ J. c ~:16 ~"

oLSI AVA/LAu' .. l '-'L·L I.... ~, ..
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attention to the needs
aE r::otoers and ~/oun~
chi~l.d:~n, usin,g
r:ararrledical 3.nc
aGxilla:y mea:cal
pers\"":n.nel, cli:1j_cs ar,G
heal ':::J prj.s':.:; I

cor:clle:ccial
distribl1tion SY3t2~s

and cch8r h~des of
c:'JIT'iT:lu:1.i::..y .r2s23~·cb.

(3) (l05J for education,
f'ubl:.c a.c1rclin~.. s t r.ati C}(l I

oc '.1U7li.3.n r.:eso:Jr::es
d,"=r/f:=1()t:n;~2:'lt; if' so I

(3) exten: to ~hlC~
:~.,':': ~":.L \/.i c.~~:;, S 'C..C(~(lq~.~~j ,:;n~)

:--~()~1.:(.J:Ii,3.i ~~·=\.lC6::!..C.11

l~'C. i;. ~~.S 1::- ,Cj:~:'~.l I~-;(~:,.~ ca.::-. Lr-:JL

.. _ " ~ 'I

~.,-,:. C,,J..

f::·Jor J nT.:' scr:en{Jt.C'.:2~"<;

lr,~l::.aGe:~~'2r~c 1,~2;~d;.,~iJ. it./

.3. S"S 1.:3 i:(;~r 1:':::':.;..\ E-I[ n\/.1. :~~~~ s
,,:.dvdr)c:.:~~2 EoCJc>J.~.Lo.-l .=1[1c:
:'C3~":"'~_:~~J cf r..~:'C91.~ l:~l
devel::,[Ji ~::j c:)ur\ C r i.t"C;s
:Ln such disc~pJ_~~23 as
are reqiiceG for
rJl~3.~~cing 2.'.:'G

:_::'U~":·~:'.~3:1tc.':.C :_,. n 'J:::

.-,'::" - i":::. ."" ...,.~- _-.:..-'- :;, , - : •~...~. ·~. __.'~··_'l '·_'L~_ '. .... ' ',~ .•_ 1_ J..-.::':;' 1

i !
,,-.:: ,

~~s5i~':~.(1C~/ ~G~r~~!!

:' "?: .:~ :.::: ~:. C,.:: :" (
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li)la) ccncerne~ with
~ata c~ll~ct~on and
analysj.s, the t[aini~g

cE ski.lled persc~n21,

resf"arch or: 0.:1':1
.::.'2'J22.opr.,E:'nC:. or:
.3~i ta:::;le er:.er9Y
source2, anc pilot
proJ2ccs to tes~ new
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