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1. PROJECT TIQLE AND NUHBBR
‘ North ‘Shaba Rural Development (660-0059)
II. PROJECT DESCRIPTION AND DEVELOPMENT PROBLEM

The objective of the North Shaba Project is to transform the
project area from an economically depressed area to a productive and
commercially active rural area upon which regional urban centers can
rely for staple foods. The keys to this transformation include
‘opening rural market routes, introducing higher-yield corn seeds,
and establishing a supportive agricultural extonsion_g;rvice.

I1I. PURPOSE OF EVALUATION

The primary purpose of this mid-course evaluation was to assess
the progress made towards establishing the project's activities on a
self-sustaining basis as planned in the Project Paper Amendment.

IV. FINDINGS

A. All of the quantifiable impact and output targets have been
met or exceeded. The key indicator is quantity of mairze marketed
which will be at least 42,000 tons in 1985 compared to the end of
projeci turget of 30,000 tons. (USAID note: Subsequent data,
collected after the evaluation, revealed that total corn marketed in
198L wes actually 55,700 MT.) Other targets that were met or
ex:«20. ¢ includc: nucber of farmers using improved seed; number of
fernerr receiving extencion; quantity of seed produced by PNS and
declire in the rate of subsidy; aud kilometers of rcads
rehasbiiirated,

E. Road mzintenance has been officially integrated into
ESTICFICO but in practice remaine an automomous organization. PNS
ar- .. LL3RICOC hic & cuamnn e fenslon program in 1984 but there has
bee. no progress toward formal institutional integration.

C. The esnential developwent activities that must be continued
aft«: the end of PNB -- road muaintenunce, seed production, and
exteniicn -~ will require tochnical assistance to maintain an
acceptable levil of performance.

LESSONS LEZFSLD

h. T.e eesential reguiremente for a successful agriculture
bagcc rurzl devilopwment project are & technciogy that will increase
smel: froper production and & market thet will absorb the increased
producsclon,

teke to o too much toe fart in inteorated rural

ipt
¢cte&.  The first cotrsective ghculd be to increxse
vetion a&nd Incomer. Cther intesveniions gush ar
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self-help activities, social services, cooperative development, and
off-farn employment generation generally do not succeed if “here is
not a strong economic base to build on. Trying to do everything at
once wastes money and diverts effort and management attention away
from the key agriculture production objectives.

C. It is extremely difficult to make rural development programs
financially sustainable. Government budgets are rarely able to
cover all of the road maintenance and agricultural extension costs,
and even when a project succeeds in generating its own tax base,
finding alternatives to government budgetary funding is
bureaucratically and politically complicated. Therefpre, even on
the most successful projects preparations for sustainability must be
initjated at the very start of the project and be pursued
systematically and diligently to be accomplished.

RECOMMENDATIONS

Please refer to the PES facesheet.



Mission Comments on Evaluation

1. In the early part of the report, the evaluator discusses the
possible consequences of discontinuation of AID support to PNS. The
impression given in this section of the evaluation is that USAID is
abandoning the project. This is emphatically not fhe case. As the
evaluator notes in a later part of the evaluation, the project is
novw generating more than enough resnurces through increased corn and
other crop production to pay for the cost of maintenance of the
basic infrastructure put into place by the project. In addition,
viuble institutions with adequately trained staff are established
and esgsentially running the project. USAID's involvement in this
phase cf northern Shaba's regional development is coming to an
appropriate and timely conclusion. USAID does see, however, a need
for continued technical assistance in key positions for the roads
(PRE) and seed farm organizations and has proposed such assistance
at part of the foliow-on Central 8S8haba Agricultural Development
Project (669-0105),

2. long~term funding, as pointed out in the report, is
dependent on GOZ political will and administrative support. Funding
prurces, outside of PNS, have been found in the cotton sector and
are+ nowv being gouynt f£from the food grain FCD (Fonds des Convention
de Developpemer;). PCD wnd regional taxes can only be realized via
the: GOZ. Tha GOU has been reluctant, at regional and national
ls=velis, o sucur.. {or implement USARID-suggested) wmensures; on
¢ v =ocafsornr ft har breked Yovn from agresmentss which were
aivut to be conciuged. waile gavisfactory rolutions are not yet in
hen®, thic is not for any stir’ing o effort. There are signs now
tiat the GOZ 1e buginnisng to appreciete vhar is at stake (i.e. the
vy real gains of the projec:) and 1: move nearly prepared to
conuider finencing (tares) comrensurate with the gains to be
U Ce ‘neqd.

3. As noted in the aveiuation, FEETAGRICO's capabilities to
menive the roa. and briaye- activities have not been fully tested as

rooornelnad three year. agh., b numbes of gteps are now l'uing taken
to L.t those r:;an--;t;c:. Ar. of Jinuary 1986, ZETAGRICO is

&« . o full responeiniiity for budcetsry and perronnel control.
Dege roovney o P will renson only with revaros to U.S.-purchased
g o partn,  BOVaR L0 kaa agread L. ospume thess responsibllities
Woiso The unfgly nevaing i L6 centrect with the GO2 (Kinistry of
Aot vliture), af Bloned i oune 1984, 1A tu be recpe rted by both
prroies.  In o esaivion, peant for pust-rACDH ectivities are being

a reroure Loos AJRTUG wnd will ze propossd to ULATD wnd the GOLZ.

4,0 PRE varselowsn tridvii frve heve Dagun with Secailed budaet and
act: vrbtler e aoen okdectivar, chet cod poonclhe=byemonty,  Decscakes
in jooBenre.s ond aeviwitviecr vii) L1e1ow the aecslining bufostary
purorie ¥ BLID, Sestenly 18 e @ will hewe Leet achieved a
FadosLaen N b sonnnl, Loth Loed . i e onic arien, to & '
me, ol ohentd v, k¥ ne s ar cdne yLogedown peiavitaer L vhe
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report, the evaluator dces not take into account the “code du
travail® provisione that allow for reductions in force.

5. The Project Paper Amendment called for a local tax survey to
be conducted; B8yracuse University was contacted, but was unable to
provide a qualified researcher. Local candidates vﬁre also
interviewed but deemed unqualified to conduct the study. Project
personnel are continuing their search for appropriate candidates.

6. The end-of-project date used consistently in the evaluation
. report is March 31, 1987. The PACD is September 30, 1986, and all
direct AID support to the project will end cn that date. The final
25% counterpart fund (local currcncy) contribution to road and
bridge activities ends nine months later on June 30, 1987 (as
called for by the agreement between Ministry of Agriculture and
ESTAGRICO).

]
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EVALUATION COST DATA

USKID/Jmm - or Bureau/Office

By . 'J.

1.  No. and Title of Project/Activity: NORTH SHABA RURAL DEVELOFMENT (660-0059)

(ur Title of Evaluation Report)

8.

2, Date of Evaluation Report: OCTOBER 1985
Date of PES (if different): JANUARY 1986 "

3. Purpose of Evaluation: The primary purpose of this mid-course evaluation was
to aseess the proeress made towards establishing the project's activities on
a8 self-sustaining basis as planned in the Project Puper Amendment.

4, Mission Staff Person Days involved in this Evaluation (estimated):
- Professional Staff 12 Person Days
- Support Staff 5 Person Days

5. AID/W Direct-Hire or IPA TDY support funded by Mission (or office) for
this evaluation:
Period of TDY Dollar Cost: (Travel, Source of

Name (Person -Days) Per Diem, etc.) Funds*
Mr. Rudy Griego , Project Manager 5 days $4,050 . OE
Ms. Debra A. Rectenwald, 7 duys 4s0 PDS

Evalustion Of{icer
(Personrl Service Contractor)

6. Contractor Support, if any, for this evaluation:#**

Amount of
Contract Source of
Neme of Contractor Contract # (US Dollars) Funds#*
Mr. Roger Peulir PI0/T 660-0059-3-50061 $13,000 est. Project

*Indics iy Frojecy Zudget, r2S, Mission C.fF., or Central/Regicnal Bureau func

®urchzsd Order, Institutional Contract,

)
ent, etc
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I INTRODUCTION

Préjcét North Shaba started in 1978 as an integrated rural develomment
project based on increased maize production. ("Maize® is the word commonly
used in Zaire to refer to corn.) The project had sevgn components:

.= Agricultural extension and applied research (88AV)

= Farmer group development to carry out economic and social village-level
projects (DGF)

- Marketing and credit to address maize marketing constraints (SSAC).

- Data gathering and analysis to identify production constraints and
monitor project impact (SCAD)

= Intermediate technology development (IT)

- Road and bridge construction and rehabilitation (INFRA)

- Project management unit to provide coordination, planning, perlonnel
management, and financial control (PMU),

As originally designed the project called for a 13 person technical assistance
team concisting of:

Eenior advisor to the PNS Director

Financial management advisor

Agrononist advisor for extension and research
Women's participation &dvisor for DGF
Agricultural economist as advisor to SCAD and BSAC
Intermediiste technoloyy advisor

Chief o7 Iaxrty fcv road and bridge construction
Road ccnstruction advisor

uricdee construction advisor

Vmchanic, advisor for eguipment maintenance
Pilot. '4
logictice advisor in Kinsghasa.

Tre @ v tee b cortedn eng-of-project targets dealing with:roeds to be
rehabilziatea, muiose of fuimers adopting improved seeds and improved
practice: , eand guenriiity of maize produced and marketed. The first external
evaluzticr ol Prio vas Ln 1979, DAI then conducted two internal evaluations of
the proncct dr 2880 ~ud 2582, and & mesor external evaluation was conducted in
1982, ¢ y¢ .- ioivde 4t scheduled end of the project. The two DAI

evalvatici. atentafied lwyvortant shericoudings, especially in the agricultural
exter: .o .4 felnor oroup developrent components. The rpetivities of the

inte el lats tecicoiog mnd merketiud and credit components were also

recc:. ... « il Py .mes to the cohieveront of project objectives. Finally, the
*eckn':a ereirtpnos vyovided to the duirastructure &ué extension components
Wag 1curi 1 - le racderiatia,  The 1982 DPY evaluation alsn identified benefit
Eusteiro tiuinl &r B ser.oue wisesulved losue, However, because the key impact
targstr (leiweto cnmpting Lrovoved seedr, meize produection and maize merketed)

were beliv orcrodnd, MG and DAI were glow 4o teke corrective action.


http:pron,.ct
http:u:.I"es,2l.ev

When the external evaluation was conducted in 1982, the evaluation team
found the same deficiencies as had been found earlier and recommended the
immediate termination of the project. The AID Mission, however, recognized
that the project was having a significant impact and adopted the approach of
improving the project design to lower costs and improve performance, and
taking steps to increase the chances of sustainability. In this context, the
project was extended from 1983 to 1986, with AID and counterpart fund
disbursements scheduled to end on March 31, 1987. The Project Paper Amendment
extending the project emphasized phasing out certain project activities,
redesigning others, and taking steps to achieve institutional and financial
sustainability. A major result of the redesign reduced the technical
assistance team from 13 persons to seven persons.

"

The purpose of this evaluation is to: 1) assess the performance and
development impact of the overall project since 1983, and 2) assess progress
toward sustainability,

/0
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continue without technical assistance. This is perhaps inevitable in Zaire,
where qualified personnel are in very short supply. It is also understandable
that senior staff do not wish to remain permanently in Kongolo. Once key
senior staff leave. it is not easy to replace them. This is especially true
of the technical and managerial poeitions in the Extension and Mdaptive
Rnsearch sub~-gystens.

The recommendations relating to implementation for Lhe final year of the
project are:

1. PNS should determine the maximum economically feasible sale price for
Kasai I sesd and formulate a strategy for raising the sale price to that
level. As part of this effort, PNS should train extemsion agents on the value
of seed and ways of communicating that value to farmers.

2, PNS should recruit a university graduate to head the Extension and
Adaptive Research subsystem, and determine the minimum qualifications
necessary for other senior positions in this sub-system.

3. fshourt-term technical assistance should be provided to increase the . quality
and utility of PNS data gathering and analysis activities.

C. OVERALL ASSESSMENT OF PROJECT SUCCESS

The essentizl difference in North Shaba between 1985 and when the project
sterted in 1976 is that for several years there has been a sustained increase
in the production of maize as a cash crop by thousands of small farmers. In
rerpores te the increased production capacity the private sector marketing
gysieln har expusied and become more effective as well as more competitive,

The increaced purchasing power of small farmers has led to increased
cenmureiel activity vhich in turn promises to mavw» North fhaba an attractive
location for further investments, Much of this agiivity now has a momentum of



its own and is not Airactly dependent on PNS, but the Process began when PNS
started improving roads, distributing improved maize seeds, and working
closely with Shaba authorities to assure a remunerative producer price at a
time when real incomes throughout Zaire were declining drastically.

PNS has also put in place key support services:that are needed to keep the
process going. M.stly since 1982, PN8S has succeeded in creating a largely
adeguate seed proiuction system, a well function.ing multi-crop extension
system, and a road maintenance capacity that is highly efficient by 2airian
standards. Unfortunately it does not appear that this support system can
continue at its present level of performance without AID support. Technical
- assistance is still needed for road maintenance, adaptive regsearch and seed
production. More important, there is no reliable soutrce of financing for
these activities. As things now stand, if AID discontinues its support in
Marchi 1987, all development activities will depend on financing from the GOZ
Bhaba budgets. If this happens, the road maintenance and extension staffs
will have to be greatly reduced, salaries will be late and irreqular, and
eguipment will gradually deteriorate because of lack of maintenance and spare
perto. The inevitable result will be economic stagnation after a few years,
an¢ gradual decline to the conditione that prevailed prior to the start of PNS.

Asseseing overall project success boils down to two issues:

Could better project design and implementation have resulted in
Bignificantly greater impact or lower project costs?

Would a ¢ifferent project approach have led to greater benefit
sustainebility w.thout greatly reducing impact?

The answer to the fire: question is clearly yes. During the early years,
the project should have focused on roads, adaptive research and extension.
8o:'n afterwards the need :ior seed production capagdty would have become
evident and could heve been adZzu. A more careful design would have
recegnized tlat there was nc need for the DGP sub-system and the Marketing
£ o-srpics ¢ than ronceived, Mt on the other hznd an effective Data
Coiiection &.é knalysls cumponent wouid have greatly helped the project focus
cn ey procuctien constredints. Reducing the number of pProject components
worid hete rer iltea in eubstantieslly reduced technical essistance, and project
mavige s il weald Lhoes been better able to focus on the issues that were most
£riiical T poodject cucrsess. It is possible that the quelity of roads
construrtes by I war too high, but this is lers certain, The PNS approach
is crounurally to ©l=ix & road at the level of the surrounding terrain, add
larevite only wrsn tue local solle cennot support treffic, and assure adequate
Greinege o Preve.i erosion. The end result was roade that ar- better than

neot .l i the ration.le behind the éesign is durability, not ipeed. Finally,
the Ngaon fecilivy {urned out to be much more expengive than necessary.
g

%
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The key implementation shortcoming concerned extension and seed
production. For the first four years the project conducted essentially no
adaptive research with the result that the technical package was not well
understood by the extension staff. As it turned out, the performance of this
sub~system improved greatly in 1982 and, with the three year project
extension, is now performing effectively in extennipn, adaptive research and
seed production. If the project had ended in 1983 as originally planned, this
key component of the project would have been an embarassing foilure.

Despite design and implementation shortcomings, however, the project was
certainly a success in terms of impact. Although overdesigned, it was
essentially a small farmer oriented project aimed at eliminating constraints
to increased production and marketing. Once the implementation problems were
corrected important accomplishments were achieved and today there is a dynamic
rural éevelopment process underway, based on small farmer agriculture and
effectively supported by PNS programs.

However, the problem of sustainability remains. Could the game impact
have been achieved in a more sustainable way? The FNS approach was to create
its own road construction and extension capacity, along with the necessary
logistic and anzlytical back up and a central Project Management Unit. The
alternative would have been to depend on existing institutions in the project
arce or poseibly elsewhere in Shaba.

For road construction, the need was to construct 750 km of agricultural
roads, inciuding bridges and culverts. The PNS experience showed that this
involve: major logistic and financial problems, many of which were overcome
or i with ths help of the PMU and effective Morrison Maierle backstopping.
T::ere is algo iivtle deubt that fewer roads would have been rehabilitated
wirhout. the techniczl assistance team. This approach was essentially an
aiternative to depending directly on OR which clearly did :iot have the
im; .encentation capacity to construct the road net+#€rk. Thc other alternative
woL.id heve bee: to uee Zairian construction firms., It is unlikely that firms
cerzble ~f tating & a job of this size were available. If they had been,
the.oeieret oo taliviv vould not have been as productive as the Infrastructure
8ur-ruuten. bur on vl other hand the technical asgistance and logistical
support corts would prolably heve been much less,

Gr the agriculture side, the key requirements were for seed production and
distribuuic: end eruension.  Secd production on the scale needed for the
Prolest wraa regoiveo the crgenirocion of contract farmers and good quality
corzvel, incliuding secd Arying end processing. Effective extension required
ad ol Ve reesarah, caveiclly supervised demonstration prlots, and continuous

techrico! wwrinire for entension agents. It was clear thet the DOA was not in
a pei.tfon i operiery any of thess tasks., PVOs and missions could have
provuced and distsinved gasll guartities of seed but it is unlikely that they
WO L Revi beenn endi Lo orver the entire pProject area. Similerly, they could
expi-ain to T.oev the value of imroved Beeds, but they could not have
mountre the Lnrpoehen v multi-erop adaptive research and extension program

thet is nov vnaorae g,
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It is aifficult to determine what would have been the development impact
of using existing institutions instead of creating new ones, but it is quite
likely that production increases would have been less, fuwer roads would have
been rehabilitated, and there would now be less of a capacity to addresp the
next generation of production constraints following the introduction of the
Xagsai I maize variety. Also, and critically :anortnnt for the first five
years of PNS, it is almost certain that without the’ PHU, maize producer prices
would not have increased as rapidly as they did. PN5S was extremely effective
in making the case and mobilizing support for higher producer prices to a
government that was primarily concerned with maintaining low consumer prices
in Bouthern Shaba,

In terms of sustainability, it is doubtful that tHere would have been any
significant advantages in using existing institutions. Without the
AID-financed technical assistance, road rchabilitation would have been less
efficient and of a lower quality, and the extension system would probably not
have been worth continuing. The key, however, is finances. Sustainability
requirss, on the one hand, something worth sustaining, (i.e. a significant
development impact) and on the other hand, the necessary resources. The two
are related. Roads, for instance, should pay for themselves. This means that
for PNS the transport savings and increased agricultural production should
generate the revenues needed to maintain the roads. For agriculture, the
basic support services needed for increased production, in this case improved
seeds, should be self~financing. %The field testing and extension of new
technologies, however, are development related activities that should not be
expected to be totally self-financing. These basic sustainability
requirements apply equally to the PNS approach or alternative approachas that
deyend more on existing non-government institutions. In the final analysis,
sacrificing impact meane that fewer resources will be available to finance
development activities, and therefore the level of development effort will be
lower over the long-run. A well-designed, but more expensive development
program generates economic growth and the resourcesf necessary to finance its
activities.
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III THE SUSTAINABILITY OF PROJECT BENEFITS
A. ACTIVITIES TO BE CONTINUED

The previous section generally confirms what is already known about the
project, most output targets and development impac$, targets have been met or
exceeded. However, as noted in the introduction, the purpose of the three
year extension was not so much to add to these outpute as to assure the
sustainability of project benefits. Narrowly defined. this means assuring
road maintenance and the distribution of high quality maize seeds so that the
increases in the quantity of maize marketed can be maintained. Broadly
defined, it imeans continuing the rural develcpment process that was started by
PNS. This involves:

1. Continuing to increase the productivity of small farmer maize
production.’ The past year's experience shows that farmere in North
Shaba are not assured of steadily increasing lucrative maize markets
year after year. In a competitive situation productivity must
continuously improve. This will require 1) new maize varieties, 2)
fertilizer, and 3) further improvements in farming practices,
including grain storage. Also it appears that the movement of Nyunzu
farmers into new forests should be slowed down to prevent
deforestetion. At the present time it seems that the only way to do
this is to introduce fertilizers, if and when they become
economically feasible at the farm level.

2, Increas: the production of crops other than maize., Cassava, palm
nuts, paanuts, and to a Jesser extent cotton are important cash crops
in the project &rea. Productivity, however, is very low and the
project is now beginning to extend improved techrical packages for
all ¢ these crops except palm nuts. Adaptive rasearch is also being
éene on less traditional cash crops: rife and soybeans. It is
concelvalble that these crops combined could exceed maize source of
cagl incone and food supply in the project area.

Now ths ¢ +he brric maize produciion package has been widely adopted the

focue of ¢he estersion program is on 1) achieving further increases in maize
profuctivity. ond 2} diversificetion into other crops 2s alternatives to or in
rototics vith ra:re, Both increased maize productivity and movement into
other cro.t will reguire extension and adaptive research.

e hos wred the broed definition of sustainability in deciding which
acvivitii., shour s be con-lnued. 7Thus PNS har consistently advocated the
cuntirvsion of reoad meirtensnce, seed production, and adaptive research and
ertenrioi., &1 uyn thos curtainly seems to be the appropriate approach, the
eyl each ertivity propored Ly the prciect does not reflect the commitment
te cor. mininanétaon thot 46 nesded to achieve gustcainability in 2aire, PNS

Yy heen reluciant to reduce or terminate octivities. There are two
'ng for this. Gne e thet it is very difficult to terminate large
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numbers of employees in Zaire. Related to this is a feeling on the part of
Zairian management that they have an obligation to keep their permanent staff
(i.e. not part-time or short-term) on the payroll for as lo~3 as they can get
funding.

The more important reason, however, is that the project is now functioning
better than it ever has, This means that, in genefal, a reduction in level of
effort will result in reductions in outputs, and the only output clearly
destinad for termination is road construction., More specifically, reduced
inputs across =11 project components would result in declining road quality,
less progress in seced production, and a lower level of extension services for
furmers. Perhapo not surprisingly the project has found it difficult to
decide which outputs should be reduced and by how much,

FKS in conjunction with AID should give top priority to defining a minimum
level of sctivity to be continued after March 31, 1987. This oxercise should
be based on the :ecogaition that the present level of activity is too high to
be firancizlly sustainable in a purely Zairian context., Therefore, outputs to
b: reduced or terrinated should be specifically identified as soon as
possilile, and maveuent toward the reduction of those outputs should begin well
beicvie the scheduled PNS completion date.

i RID'® royuest, FNS hag taken a close look at alternative approaches to
rozd taintenanis.  Tuls effort began in 1984 with the report, Alternative
snlng PRS and EETAGRICO Rural Roads in North Shaba. This
e “le Tenomuend. & merchanized epproach that would maintain the roads at
their erirtio; lavel., Kore recently, this analycis was updated., The three
lovede of meintaniooe coneldered in the lateet analysis are:

Coet/km Total Cost:
Mecharnived (6C km/hr) Z 8,200 212.0 million
Meconenired (3usm‘hr) 6,100 9.1 million
Menwe? (15mu/hy) 4,700 7.0 million

The personncel, equipment, and fuel recuirements for each of

thoee cpiione e presented in Anray A, These cugte are based on
proc ~tinit: star wros that ere much higher than OR hat achieved
nZtilr meane, Put ki elno cengiderely lower than those achiev=é by

Phs .7 roce b woeln, ASFUR lug corn nled terhaizol eseistance (at

“ir el the presence of the CLLI'P or somz ciher entity
toe Zoollatets dtee. s we tusl and g0re parte and to proviée general
legi »o¢ Bu-po, e profoctivity sterdaras use? in the BRE
ceiculiaviome 100 Usihnone I oand I rre probailli; on the conservative
gl

Pl reroroovds Grtien 1 (66 ki /nr roede) on the greunds that

Ble oeowirl 28 peed I oto naintain the roads et thedyr existing level
ani treo ooest anoin iive with whet cin o be finecsd with revenues
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generated in the project area. A standard economic analysis based
on traffic flows would almost certainly recceamend Option III, or
something lower. The choice of whether to maintain the roads at a
highexr level than Option III would depend on whether the increased
economic activity resulting from the higher quality of road would
justify the additional annual costs.

Although there is a lack of data for calculating the benefits of
improved roads, it is unlikely that Option I would generate a
significant increase in economic activity over Option II. The level
of traffic and economic activity in North Shaba is extremely low by
any standard. Increases in road quality can be justified only as
long as they contribute to increased agricultural production.
Improvements beyond that level simply result in transport savings
which in North Shzba are likely to be miniscule comparsd to the
irvestment and road maintenance costs involved. However, there is
evidence that Option II could generate a sufficient increase in
economic &ctivity over Option III to justify the additional cost.
The majize marketing experience in 1985 might be an 2xample of
benefiss to be ob:ained from roads that are more than barely
passable. Because of low maize prices in south Shaba and other
problems such a& scarcity of credit, maize marketing in north Shaba
was not as profitable as in previous years. Perhaps for
the first time since the project started, traders had to consider
the coets of trausporting maize from villages to the railhead. The
result wis that in Kongolo Zone where most of the improved roads are
losated, maize markoted increased by 33 percent, from 12,000 tons in
124 oo 1. 07 +ope $n 1985, In Nyunza where most roads have not
becn zchebilitated, maire marketed increased by a maximum of 5
per ent.

2:whouqnh the evidence is far from conclusive,sit appears that a
quality ¢ rurel rond _nat is above the bare minimum for crop
evac:i .icu can generate sufficient economic activity to justify the

gf %~ Y ¢.yr s . in north Ehaba, the additional cost would be
£ 2 milisr pe vear (equivalent to 500 tons of maize at 2 4/kg).
It i: heod %o Locwine that in the entire project area the economic,

not ic meatioy sociul hensfits from the higher level of road, would
not oXxoees © o o.iilion.

The eiternatives for ceatinuing the agricultural activities have
not lwen anelvied in ae moch deteii., PNS has established that the
prosect srew seguires at least 200 tons of third generation Kasail I
s€e: PIY vear (o repisce degenerstea reeds., Determining the

aprioy o ame: o ne of the ¢rziension and adaptive research program is
moye oo, Liretwd,  PLY W intaing that en extension program should
beve cwi econt For 00 L.-wm families. Thus, if there are 25,000
ferv 1z illes i vhe pre.ect &rea, thc need is for 120 extension
acente jlus poireTviesre,  THE has sbout 60 agents &nd ESTAGLICO has
aksun 7O curveenl enrloverd but not bhuing paid. The oeneral
prrition of il s that zunding sheuld be sought for sbout 100

BV UL, SoC0in.ang thet e Fully steffed extension procrem is not
Yol ibaAC i i@ cwITLLD LALTIER context. ‘

-1J~



What does not appear to have been adequately considered is that
to a certain extent, there is & tradeoff between adaptive research
(i.e., on-farm testing and demonstration of technical packages
received from research stations) and sxtension. The batter the
technical pickage the less extension effort is needed. PNS ghould
explore the staffing and cost implications of an extension program
that emphasizes adaptive research and extends only technical
innovations that are demonstrably superior to what farmsrs are now
doing. The objective should be to develop as clear an underestanding
as popsible of the implications of a joint PNS/ESTAGRICO extension
program that is no larger, and possibly smaller, than the existing
PNS program. As noted above, the extensicn program is nov working
about as well as can be expected. A reduced or more diffused level
of effort will almost certainly result in reduced impact as measured
by increases in farmcr productivity.

In summary, this report recommends that the PNS broad definition
of pustainability be retained in selecting which activities are to
be continued. The activities to be continued are: 1) a level of
road maintenance that will permit travel at 30km/hr, 2) an
extension program that emphasizes adaptive research, and 3) seed
production using the personnel, equipment and facilities of the .
extension program. The basic issue to be addressed is whether these
activities can be sustained without AID support after the project
completion date of September 30, 1986.

B. INSTITUTIONRL SUSTAINABILITY

The Project Agreement for the three year extension called for
institutional sustainability to be achieved ky integrating road
maintenunce and agricultural extengion into BSTAGRICO and finding a
pr.vate enterprise to produce seeds. The fi st sfep was to have
koo the integration of the Infrastructure sub-system into
B8U:GRICO. This occurred on Cune 9, 1984. Now called "Ponts et
Rerooofe 1'er (000", the read rehebilitation and maintenance
program is en autonomous orgenizaticn attachad to ZSTAGRICO with the
PRi, Director reporting to the Director Gene: -1 of ESTAGRICO.

In contrast to rond mzintenance which I been institutionalized
ar foregseen in the Project Agreecment, seed ; coduction and extension
&re stil) pert of PNS. Tne demand for seeds in North Shaba is too
e zor geed production to be profitable. AID and PNS have both
recegnized tuat the seed program will not be taken over by a
pr:vate business, It has therefore remsined part of the Aduptation
ar? Eivension Sub-evsten (S2AV), Ee vill be dipcussed in more
deczil later, ¢! is hos turned out te be an acceptable solution
becense, by gharirg ovarhead &nd personnel coets with extension, the
geec preorar if ap;proeching financial self-sufficiency. Beginning
in June i#8&4, FNS begen miking preperations for the integration of

-14-



88AV into ESTAGRICO by preparing a preliminary joint workplan for
the 1984/85 agricultural year. This was followed by a meeting of
ESTAGRICO, Department of Agriculture, AID and PNSE to agree on steps
to follow in reaching an agreement on how to integrate the three
extension systems in the project area under ESTAGRICO. This meeting
was initiated by AID and PNS. Y

All subsequent actions have been sssentially PNS initiatives.
In January 1985, joint PNS/DOA/ESTAGRICO sub-committees were set up
to coordinate grade structures, set up a geographic organization,
and prepare a 1985/86 workplan and budget. Also, a draft agreement
wvas prepared based on the agreement integrating PRE 4{nto ESTAGRICO.
In May 1985, meetings were held in Kongolo which appeared
promiging. The situation soon deteriorated, however, when the
Department of Agriculture in Kinshasa began openly expressing
long-held reservations about integratinag a largely food crop
oriented extension program into a financially and managerially weak
cottorn company. The latest development is that ESTAGRICO has
vexrpally informed the DOA and AID that it is no longer interested in
integrating extension systems mainly because there are no assured
sources ol financing.

The present situation with respect to institutional
sustainebility is that road maintenance has been attached to
ESTAGKICO as proposed in the Project Agreement and progress is at a
geendetill we far as the formal integration of the two extension
proorame is concerned. It appears that for the next several years
chv Pli3 ewxrtuusis: crogram can be continued as part of the Central
Shuba Agriculturel Development Project (CSADP)., In the meantime,
thare licy been no real test of whether the Agreemant between DOA and
BSIRCRICO crenting PRI is 2 workable approach to institutional
sustainalility for detvelopment activities in North Shaba.

T2 asrumntior bahind the agreement is that ESTAGRICO is better
&loate L. EEr .r o...vitits going then the DOA or G, However, it
Wi reooguoscd at the time that the agreement was negotiated that
full irlegretion riesented several problems, On the ESTAGRICO side,

the flrm vir uniilling to assume responcibility for road maintenance
iv. Loo wornize rrudsc. area without agssured financing. On the
DOL/ALT vadE, Jlww were Yesourvations about ESTAGRICO's man: gement
cepat  livier an itr commitment to PNS olijectives and priorities.
For these reoons bobth the existine PRE egreoment snd the draft
agrec asr i on Lhe lriegratinn of excension srrecs the avionomy of the
ergur-irotzons sedine ceded 4o EETAGRICO., PRE is resporuible for its
owr Grv-to-fgy re i oannt! the eguipment 15 "mede eviailable® to
EATaG.: .U, roo cove. or sold: and the PRF work prourem is approved
and evi.uihed reraodcaliv by & “Comite special®™ conristing of
repyevntelover Jre. the lece) avthorities, the Denarument of
Agricuivare, ES1.0-XC0, AID, oné Ok. E$UsGRITO cannct unilaterally
-] 5=



make changes in the PRE program approved by the Comite Bpecial. The
agreement calls for ESTAGRICO to provide overall managemert for a
fee of 15 percent, but does not 1ist the specific management tasks
to be performed.

There has been considerable progress in the ab&lity of PRE to
manage its day to day operations. PRE now has its own personnel and
financial management offices, and it has its own set of auditable
accounts. As was the case prior to the integration, PRE has a well
qualified and motivated staff that is able to effectively carry out
the road maintenance program as well as maintain the equipment and
manage the inventory. There continues to be a need.for technical
assistance, however, especially for the chief mechanic position.

The overull issue of personnel sustainability and technical
assistance requirements is discussed further below.

Thus, experience since 1984 indicates that PRE, with logistics
scpport from PNS, can manage the day-to-day implementation of the
road maintenance program. What is not yet known is how well
EETAGRICO can provide overall management support. Early in the
transition period, PRE needed help in setting up its overa
management structure and its personnel and financial manac . went
Bystems. This eupport came from PNS. It was generally re »>gnized
at the time that PNS could perform this function better th. n
EETAGRICO &:d there were no objections to this support being
Frcvided. Formally ir would be expected that in an agreement such
ac thi: onc, the parent organizatior would be responsible for broad
L. nsgement overs: il of FEE activitier and would initiate corrective
&ctinnad wnen mrjor problems arise. ESTAGRYICO has not been
pertoring thio runction, partly because most of the PRE activities
sentirve Lo be firanced by AID or counterpart funds through PNS,
PEZ #la0 Lias a eontinuing need for soglstic support, primerily to
arsuie ¢ steady supply of fuel and mpare parts and to faciljcate
cormurlestiicn wit dngt4ctions and buninesses in Finshasa and
L. Leatoon £ 00 o¥ wuiB BULOYL 18 now beirg provided by the PNS
locizi.on oificn, an I =ehabe, &8 called for in the DOA/ESTAGRICO
acrerment,  The Did Cnicf of Party alsc provides menagerent support
in 1) capacivy ai egvigur te the Manaying Director of EBTAGRICO,
Thir 2 sl proviacd foexr in the agreenment,

Whr €nd recnit 15 the ESTAGRICO her been only minimally
rthe cvr.a 1l canicement of FFT, The main rerson is that
£

the acrermert provide: fov considereble FRS support until the
scihelvlioa crwpletien of ohe preiect. hrnother reoson is that it has
provi . orfrocult ror PO Lo refuse recuszutk for eppistence thet
reuire ¢ alvdman ef eiic™ or reeousuer. It is commor practice in
Ronu. o #or snebdts ione enl husiresge: to help each oclier whenever
thor s, Pe ot lariisc end bort funeed acvivity in the arca, PNB
1e % .00 cxlled on Ii: sselietence, fut it ehould be noce? thst there

are ales pany times vhen PET boenedits freor the help of cthers,
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For these reasons, it now appears that another yzar after the
end of the project will be needed to fully test whethex the PRE
arrangement can function without PNS gupport. In the meantime,
special efforts are required to begin increasing the involvement of
ESTAGRICO in PRE management, within the limits of the agreement and
the realities of working in Kongolo. The experienge of the next two
yeare will indicate whether: : )

l. PRE is functioning well with affective support from
ESTAGRICO, or

2, PRE is receiving very iittle support from ESTAGRICO but
is able to function effectively anyway, or *

3. for PRE to function effectively it needs more support
than ESTAGRICO is able to provide.

The first outcome implies that ESTAGRICO not only provides all
of the logistic support needed by PRE to operate effectively, but
also takes initiatives when necessary to maintain overall PRE
performance at a high level. This is what had been hoped for in
1983 when AID decided to try to integrate road maintenance and
agricultural extension into BSTAGRICO. The second outcome implies
that. PRE can function more or less autonomously as long as it has an
ipstitutional home. In this case the only issues are whether
BSTAGRICO provides a better institutional home than DOA or OR, and
whother ESTAGRICO brings enough to the arrangement to justify its 15
ptcent fee ¢r even to make the agreement worthwhile.

Based on the experience of rscent years, the third outcome
appetre to be the most likely. It will be extremely difficult for
PRC to meinteain a satiasfactory level of performanee unless it is
ptrt of 2 larger organiration that sets goals, priorities and
profuntivity standards., PNS has performed this function in the past
v .o vdencell goon wenults. Also, PRY cannot implement its program
withour erinclive loglgtic support, including & logistics office in
Kinsnesa.

The mein predlex is that ESTAGRICO is not a well managed
orcarixzution., Thit 1f most obviour in its extencion managed
orgardzation, For a muxinmum production of 3,000 tons of cotton
BEU 0TI had on extension rteff of 140 agents (compared to PNS
whicl nee &L a-ents 2o~ 90,000 torns of maize) and maintained its
Yoati UD.aw oo marual eyrten that costs twice as much per kilometer

ag e:ltsar The: D00 PR systeme, Ko action was taken to correct

these € ic.encies ortil o rly 194« wh=n financial problems (and the

avalle® “in, ol I'FL)y cevse” then to fire all of their road workers.

This yeur tnev leid off most of their extension agents. ESTAGRICO
84 Ly net foen ebie to organize an effective logistics support

offict iv I.rshise end has had to d:ipend on PRS for this support.,
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benefits. This has been reflected in the PRE budgets presented in
Annex A. Similar salaries would have to be provided to senior
agricultural personnel. Qualified personnel do exist in Zaire.
However, most of them are in the private sector where they can earn

such more than in government.

t
¢

It must be emphasized that the present level of performance of
PNS and PRE activities cannot be expected to continue without
technical assistance. The most critical need is in the agriculture
area. At present there are no university trained Zairian
agronomists on t'e PNS staff. Even if there were, they would not be
able to keep the adaptive research and seed production activities
going without technical assistance. They have the necessary
technical training but are unlikely to have the necussary experience
and mznagerial skills. For road maintenance, the most critical
requirement is for a mechanic. PNS was able to keep its equipment
going 90 percent of the time in 1985 which is almost unheard of in
Zaire. 1In short, technical assistance must be considered an
ecsential element in assuring the sustainability of PNS benefits in
the medium term.

C., FINANCIAL SUSTAINABILITY

Wh.n PNS was extended in 1983 it was recognized that the most
difficult sustainability issue would »e how to finance the
aciivitiuse that were to be continued. The problem was that, even if
activiting were reduced to the baze minimum, the GOZ would not be
1isely 5 heve the oudgetary resources to assure sustained funding.
Pinunciel sustainnbility, therefore would have to be based on local
anc reg.onal revanues. The Project Paper Amendment was not specific
about now these revenues were to be generated hut it did call for a
stusy o local revenue generation to be undertakeff in early 1984.

Wiz Projwet horeement extending the project required a oz
Pofw, L euinit e finencdn: of PUE activities and e Caisse de
tellliza=ion Coponniere (CBCO) comitment to finance at least 25
peseant of road melntonence costs. This same agreement projected
th..L by &optanbeor 20, 1986:

- local revenues would finance 100 percent of road maintenance

COSLG}

- &gricuvlrurel extension would be fully financed by a
coabinaticon of public and private sources; and

- &arpds »ouild bhe nroduced by a private business with
aixinishing oovernwent subsidies,

oy,



‘Thus far, progresz toward achieving financial sustainability has
been far from satisfactory. The contract between the Department of
Agriculture and ESTAGRICO on road maintenance commits the GOZ to
cover all costs in accordance with the provisions of the Project
Agreement, which means that CSCO is responsible for financing part
of the costs at a level comparable to what ESTAGRiCO had been
receiving prior to the creation of PRE. The agreement also provided
for counterpart funds to finance 75 percent of PRE costs in 1984, 50
percent in 1985, and 25 percent in 1986. Extension activities
continue to be financed by counterpart funds and the GOZ budget.
Private seed production for North Shaba has proven to be not
profitable for a private firm because demand is too Jow. However,
the objective of steadily diminishing government subsidies has been
achieved. In 1982, PNS geed was produced at 5 times the grain
market price for maize and sold at 50 percent over the grain market
price. 1In 1985, the cost of production and distribution was about
three times the grain market price and the sale price was double the
market price.

In 1984, the GOZ and CSCO financed about 30 percent of the costs
of road maintenance. C8CO, however, made its payment only recently
and part of that payment has not yet actually been transfeired to
ESTAGRICO., The total CBCO contribution is much less than ESTAGRICO
had been receiving prior to the PRE agreement. For 1985, the
eituation is expected to worsen. Counterpart funds will firance
most of the extension activities. The GOZ will probably previde at
lerst Z 3 million for PRE and CSCO appesrs unlikely to make any
pryment. The funding shortfall for PRE could ba as high ag & 7
million.

The most l.ikely source of non-GOZ finanucing vas to have been the
Fonds de Convantion de Development (RCD), a tax paid by private
scctor industrial enterprises for the financing of agricultural
Grvilopment preiects. There are two problems related to this source
¢ fuaas.  The firer iR that FCD funds are usumlly made available
tarcugh en agresmert (“convention®) bitween the contributing firm
&:0 the racipient and is usually for 2 production related activity
thal directly boned:its the contributor. Por instance, BRASIMBA
might noss.:lly be erpected to help finance PNS if it could have
proierTis @azcess to the maize being produced in the proiect area,

ne geconG, more difficult, problem is that the FCD was never
iatended v+ provide yrants or finance recurrent costs. It was
invended to finance egricultural production projects on a loan basis
w.il provislion for grantes for related sociel services equal to no
more vhan zi percent ¢f the total cost of the project.

it might bhe rosrible to get an exception to the 20 percent grant

rizle v it would require high level interventions and would
certalirly not bs given {or an indefinite period of time. From the
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standpoint of tax policy, using FCD funds to finance the recurrent
costs of a development program in North Sshaba would be a bad
precedent. The racurrent cost financing requirements in this
country are enormous. Making the FCD available to meet these needs
would virtually assure that no funds would be left for the types of
agriculture production projects it was meant to finance. However,
PCL support for PNS could be justified on the groufids that it is
still a development project and not a permanent GOZ program. The
implication is that FCD funding would be temporary.

USAID has been pursuing this possibility since early 1984,
Numerous discussions were held with the FCD and its contributors.
At the ¥CD's request, ALD provided detailed information on the costs
of road maintenance and cther developnent activities financed by PNS
in North Shaba but, one year later there has been pno response. As
noted above, part of the problem ic that financing the recurrent
costs of road maintenance in the PNS area would be an unconventional
and presently unauthorized use of FCD funds. This means that there
is no @stablished procedure for USAID, PNS and ESTAGRICO to follow
in trying to obtain FCD approval.

USAID has also made continual attempts to get the GOZ to focus
on the broader issue of financial sustainability of PNS activities.
Most of these efforts have been through direct contracts with the
DOR and the Shaba authorities, supported by several official
communications from the Mission Director to the Commissaire d'Btat
for Agriculture. The subject has «lso been discussed with the Prime
tinigter by the AID Assistent Administrator of Africa and the owners
of ESBTAGRICO. The GO2Z ig fully aware that USAID gupport is due to
end in March 1%87. There have been general expressions of concern
and assurances that something will be done about it, but sc far
there have been no concrete actiono. 7

The problem is that the GOZ simply does not have sufficient
.rescurcer to fundéd all of its developrment activities. The DOA is -
perticulerly underfunded and PNS is only ona of many small farmer
develcprment projects for which it is respongible. In fact, as
unsatisfectory as the situation is, it eppears that FPNS has been
doir letter than most other agriculture projects in obtaining GOZ
funding,

Ry was correctly recognized in the Project Paper Amendment, the:
only long-term solution to this problem is to finance ongoing PNS
activitlies from local and regional sources. The Project Agreement
vas to have committed the GOZ to generate local revenues to finance
the cortinuation of PRE activities. The GOZ refused, maintaining
that 2 comitment te assure the financing of continuing activities
war suflficient end it was inappropriate for the ProAg to dictcate how
that cormitment was to be met. USRID has continually emphesigzed in
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its contacts with the GOZ that it considers local sources of
financing, including FCD, as essential for the financial : N
sustainability of PNS activities. B8o far these efforts have not had '
any viable results.

USAID initiated a major concerted effort to fimd local and
regional financing about tkree months ago. The PNE Chief of Party
was detached from day~to-day management responsibilities to
concentrate on resolving sustainebility problems, especially the
financial ones., As part of this effort, Georges Conde of the
Department of Agriculture Bursau 4'Etudes conducted a study of
possible regional and local funding sources for continuing PNS
activities. This study, which vas done very quickly? identified the
following possille eources: '

2 Million
1. Regional fund for the maintenance of
agriculture roads 7.0
2, Tax on agricultural products exported
by reil from North Shaba 15.0
3. FCD (excl. CBCO) 10.0
BRASIMBE (7.0)
AMLTO (1.0)
EANUNT (1.0)
TARICA (1.0)
TOTAL ' 32.0

r 4
In 1985 prices it is estimated that the costs of road
maintanance are about Z10 million and the costs of a combined
DN LETRARLOT ox? rnoler service would be between 210 and 15
piliici. Tuae DRirecuor <f PWS hus very recently communicated the
firince of the Condé Feport in a letter to the Govenor of Shaba,
alonc with & fvreng jus-lfication for keeping PNS activities ¢ {ng.

“he verfonel egricuitural rcsd maintenence fund, financed from
the GO0 booet, would smizem to b the most logical and reliable. Por
51&1 tioe kund Sk suppruzed to be Z20 million, of whichk one third
weul hc dvoeilenle fer Nerth Sha®hz bused on its share of
agx-cL*L..“‘ croiaTtE purketed., This being Zalre, however, this
suaYCe ¢f fumaing 1 ro more cert&in tharn any other E.C., B.A., or
E.1, tuhle, Y. rund ey net even exist next year, and even if it
Goors orch Lneb. wolll not be eaxpected to get its aprropiriate share
in the nornsl vourse 0F evente, i.e. without continuous prodding at
higi. leveis of governnont,

>y
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The efforts of the PNS Chief of Party have focused on the FCD
contributions from firms that process maize, i.e. breweries and
flour mills. As noted above there are bureaucratic and possibly
legal problems involved in using FCD to grant finance the recurrent
costs of road maintenance, however, a procedure for, PN§ to use in
applying for grant funds has apparently been establfshed and there -
have bsen gineral assurances from the contributors and the FCD that
a funding request from PNSB/ESTAGRICO would be favorably considered.
A proposal for submisi:ion to BRAEIXDA and other FCD contributors in
Lubumbashi is in the final stages of preparation.

Hopefully, this latest concentrated effort has heightened the
PCD's awareness of PNS and its financial needs. It is extremely
important that the application process not be interrupted. The
proposal for PRE financing should be finalized as soon as possible
and presented to BRASIMBA, TARICA, AMATO and any other firm that has
an interest in ccatinued PNS success. Questions or requests for
additicnal information should be quickly responded to. If and when
contributing firm approval is obtained, ESTAGRICO, with appropriate
support from USARID, should present the proposal to the FCD and
immediately begin the process of obtaining an exception to 20
percent grant rule. Given the amount of effort required in thie
process, the initial proposal should cover a three to five year
period, It srhould be clear from the process described above,
howevaer, that the PCD cannot be considered a long-term and reliable
souv=ce of funds for PNS.

Another possible pource of funds is the CSCO. These funds are
leg:lly prrt of the FCD but are in fact a continuation of
coniributions by zextile companies to the Ponds de Relance
Cotunvdere which wvas to be used to increase cottonproduction in

Zaire. Most i tnese funds were used to finance extension and road
mEintenance., Afver the FCD was croeated, these contributions by
tewtiTL mrapanies were muds part of chat Pund but continueé to be

uscc o0 Liley hed be.n previously. Taus, these funds continue to be
mavayed by CSCO. Their use is excepted from normal FCD rules and
preuewirel, ~wiuding the requirement that all projects must be at
lesxs'. L2 pircent loan tinanced., For this reason it wag expected
thet 200 wouid e @ reliable source of funding for at leust part of
the couic oi ectivities that were to be integrated into ESTAGRICO.

fince 1%£%, when the projsct war extended, the situation has

- chengad crastically. %he testile corpanies are experiencing serious
if noo crivicel financicl difticulties. PILTISAF in particular
appe: v£ L0 have nede no peyments to FCD in 1YES, Conseguently,
BSTAGLICO wviach norwal.y coulé have cxpected 1o receive 720 million
for extarzicy ant ZI0 million for reod maintenance in 1965 expects
to rewelve nruning Yor rouind miintenence and little i€ arnything for
extenzion, The feelinc of ESYAGRICC manzgement is thet the price at
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vhich they s2ll cotton fiber to FPILTISAF may have to be raised in
order to reduce its dependence on C8CO. The short-term prospects
for financial support from this source are very poor. 1In the longer
run it all depends on whether the textile industry in Zaire can once
again becom: profitable.

]

As was pointed out in the Condé Report, the la;qeat potential
source of funds is a tax on agricultural products exported from
North ghaba. 1In 1985, approximately 45,000 tons of maire will be
exported by rail from North Shaba. Mairze is also exported by truck
but in smaller quantities. At 24/kg the farmgate value of the maize
exported by rail ie approximately 2180 million. A f&ve percent tax
on this maire plus some of the maize exported by truck would exceed
Z10 million. The revenues from a similar tax on other products
could easily add Z4 million. Although a detailed study has not been
carried out, it does not appear that & tax of this size would have a
significant impact on farmer incomes, trader margins, milling
profits, or consumer prices. Thus, in theory, the project area
could generate sufficient revenues to finance a large portion of the
costs of road maintenance and agricultural extension. From a
financial sustainability standpoint, the best that can be hoped for
in a swall fermer production project is that the impact on
preduction can generate anough of a revenue base to keep some of
the essential development activities going. PNS is one of the very
rare instances of where this has occurred and it is incumbent on the
GOZ to make every effort possible to counvert part of the increasad
rescurces generated by the project into revenues to at least pay for
rout meinterance and extension activities,

It must be recognized, however, that there are serious policy
issuer relzted to the introduction of a new tax. S8ome of the most
icportant are: 7

i. It is uvnusual for a government to tax a relatively
srodu~tive arer and return all of the revenues back to that
aren. Part of the taxes are usually and appropriately
ohznnelled into the general regional and national budgets. The
Vice Governor of Sheha has already indicated that he is opposed
to a naw tax thzt wouid be used exclurively to finance
deveicoment activities in North Bhaba,

2, I- a zituntvien of serious budgetary constraints such as
exiztg I zalr'. once & tex of this type is instituted, two
problams cencially occur. One 15 +hat tax revenues are diverted
to othor relitically hicgher priority uses. The second is that
there 1s pressure to keep increasing the tax until it becomes a
disaucertlve to production ané a hardship on consumers. It is
pariiy tmvuese of such abuses that the GOZ recently rescinded
the sutherity for regione to create new taxes.
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when an assured source of funding can e put in place. The key to
financial sustainability is a meaningful commitment on the part of
the GOZ and the Shaba authorities to keep PNS activities going.
There are st.ps that the GOZ should take in 1986 to demonstrate this
commitment. Pirst, North Shaba should receive a xeasonable share of
the Regional Agricultural Road Maintenance Pund. $econd, the GOZ
must continue to finance road maintenance from the Budget Annexe,
and both road maintenance and agricultural extension from the Budget
Ordinaire, Finally, if the cotton sactor can remain solvent and
ESTAGRICO continues to function as a cotton company, funds would

- need to come fram CSCO. Illustrative numbers for 1986 in 1985
prices would be:

Regional Agricultural Road Maintenance Pund z25.0

million , -

E.A. funding for PRE 22.0
million R

B.O. funding for PRE and ag. extension
million eI
CSCO funding for roads and extension - 83,0
milliion o

TOTAL 213.0
miliion

If funds are forthcoming from maize processcrs through the FCD
that would be additional. This level of host country funding plus
s xnive’ul prooress on local texation should be a precondition for
continued Alb-funded activities in North Shaba and possibly even
guing anead with Project 105, Progrese on local taxation is
particularly critical hecause PNS activities almost certainly cannot
be mustained if they must depend on the national Judgets for their

financing.

Fer the lory-tern, however, it should be recognized by USAID and
tiie U0 thet sunport £y rural deveiopment is at least purtly a
gov: ."ment regponeibility. The incomes of small subsistence farmers
ir vorote axear caznuot be increased exclusively by development
&otavat 1L tlat ave szlf-finoncins, This continues to be true of
Nor=! She®a,  In periicular, an extencion progrem that is oriented
towk. v £ uiug wovs of increasine fermer productivity end
G voxelliyiag ere,. prcoiuction has development objectivaes tunat imply
tre roon for gevermtint gpupport. This should be reflected in the
£irc: eolcenente oot raing road maincenance and agricultural
exiss.naol in Korth ghoeba,
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IV CONCLUSION AND RECOMMEMDATIONS

Although PNS is widely regarded as a very successful project whose
activities shoul:l not be terminated, sustainability has not yet been assured.
The extension program has not been formally 1ntegqpted into ESTAGRICO, and the
long-term viability of the instiftutional arrangemefits for road maintenance has
not yet been established. The main problem, however, is the lack of assured
funding., This is in spite of the fact that PNS is one of very few USAID
projects that has created a tax base large enough to finance most of the costs
of those activities that need to be continued. Another sustainability issue
is the continuing need for technical assistance in order to maintain a
satirfactory level of performance.

At this time, it does not appear that the sustainability problems will be
resolved by the scheduled end of USAID support on March 31, 1987, However,
the benefits achieved through PNS are worth sustaining and the Central Shaba
Agricultural Development Project will make it possible to continue essential
PNS activities and will give USAID and the GOZ more time to achieve
sustainability.

The recommendations of this report pertaining to the sustainability of PNE
benefits are:

A, PNS should finalize the details and budgets for a substantially
reduced program consisting of road maintenance, agricultural
extension, and seed production. The tcotal cost of the program should
not exceed 225 million in 1985 prices.

B. Rorth &haba will require support from CSADP. Technical assistance
requirements are: a Senior advisor to the Director of PRE, a
mechrnic for PRE, and an agronomist advisor for adaptive research and
seed production, Also, logistic support,will be needed to assure
reliuzble supplies of fuel and spare parts.

cC. Every c¢ffort ghonld be made to continue road maintenance under the
ove:all pauagenent of EETAGRICO, but since there is some possibility
that ttis approach will rot be viable over the long run, USAID should
begin exploring alternatives for both road maintenance and
agricultural extensicn. It appears thet the only realistic
alternative ie to integrote road maintenance into OR and agricultural
extens_o:. into the Depariment of Rgriculture, but keeping the
avtoneny that is provided for in the DOR/ESTAGRICO agreement creating
PREL,

D. The recommended next steps for finding sources of financing are:
1) Continue to pursue possibilities for FPCD support with the

ohjective of oetting a decision prior to the departure of the
present PLS/DAL Chief of Party.



2

3)

Inform the GOZ that continued support for North fhaba depends on
~ concrete evidence that the GOZ is committed to providing

adequate financial support for essential development activities
in the project area. This evidence would consist of:

'
= An appropriate share of ths Regionfl Pund for Agricultural
Road Maintenance allocatced to North Shaba.

= Timely payment from the B.C. and B.A. for PNS and PRE
activities.

= Agreement to study ways of taxing tha increased production in
North Shaba and using at least some of the revenues to tinance
ongoing development activities.

Carry out the study of local revenue generation described in
Annex B, and use the findings as the basis for a high level
dialogue on the generation of local revenues to finance rural
development activities in North Shaba,

3¢



ANNEX A
OPTIONS FOR ROAD MAINTENANCE IN NORTH SHABA

The tables in this annex present budgets for three levels of road
maintenance for the joint PNS~ESTAGRICO road netwoxk (1,500 km) in North
Bhaba. Option I is the level required to maintain the roads at their existing
level, which would permit travel of small vehicles at a speed of 60 km/hr.
Option 11 is the level needed to maintain a quality of road permitting a speed
of 40 kmy/hr. Both of these options are based on mechanized maintenance, which
means that graders instead of laborers are used to smooth out the roads and
keep the ditches clear of vegetation. Option III depends largely on manual
labor and permits a speed of 15 km/hr. 4

8everal key assumptions need to be highlighted,

l. Grader prodﬁctivity is based on 5 km/day x 20 days/mo x 8
months/year. This is very conservative by PNS standards but very
optimistic by OR standards.

2. Laborers are paid less than ESTAGRICO road workers but slightly more
than OR. Also, the number of laborers is much less than ESTAGRICO
would have used. The key assumption is that vegetation outside of
the ditches rarely has tc be cut because it is burned during every
dry season. This i{s probably the weakest premise of the calculations
because PNs has had no direct experience with manual labor. Of
course, if more laborers are needed this raises the costs of Option
III relative to mechanized labor.

3. All three options are designed to keep all roads passable for the
purpuse of evacuating agricultural crops. For this reason, Option
111 provides for a loader an¢ two trucks jhich are needed to maintain
areas around bridges and culverts and stretches of road subject to
heavy erosion.



OFTION I ( Qualité des routes du FRE prdsent )

- m llzhoontoxte de llentretien oc;urant de 1,500 Xn des routes
J

avilitfes, mises en bonne forme pour circulation des
plcks upe aveo une vitesse de dese de 60 Km/hr

= Aveo un Yax¥me de salaeire ( y compris soins mfdicaux ) asses
raisonnable pour engaser des agents compitents travaillent
comme dens une sosieté privee avec salaire forfaitaire avec
prinmes, : ' ‘

= Aveo une composition d'engins pour L'entretien courant appuye
par interventions 1imitdes des points cheauds aveo le chargeur,

1. PERSONNTL ( sl pomnonta.)

1 Ko 1 | ISalaire ds! Primes 1 Total | !
1a'ordre Fonotions ! Bff, lbase/pers.! /person. ! /pers., !  Total Gén,!
¥ 01! Directeur . t 1 1 15,200 ' 10,000 ! 25,200 ! 25,200 |
! 021 Conducteur des travaux 1 ! 9,600 ! 5,000 ! 14,600 ! 14,600 |
! 03! Chot Mcanique t 11 6,000 -4 3,00 ! 9,000 ! 9,000 1
! of ! Chef de Comptavilits i 1 i i I 1
1+ 1 ot d'Administration ! 1 ! 6,000 ! 3,000 ! 9,000 1 9,000 1
! 051 Caissier Comptable ! 1 1 2,800 ! 4,200 ! L,000 ! 14,000 i
! 061 Dectylographe ! 41 22001 80 ! 3,000 ! 3000 !
! o7l Magaginier 11 2,20 ! 6o 1! 3,000 ! 3,000 |
! 081 Micaniciens ! 31 2800 ! 1,200 L L4000 ! 12,000 |
! 09! Opfrateurs ! 41 3,000 ! 1,300 ' L4300 ! 17,200 0
! 10 & Cuauffeurs t 4t 220 bt 1,000 1 3,200 ! 12,800 X
1 121 Dessinatour 1 11 2800 0 1000 1 ko000 ! 4,000 !
! 431 Pexuonents 1 331 4,004 700 ! 1,700 1! 56100 &
| mpaT ] ] .. 1 ] |
] ! | [ ] ] ]
Total ! 209,900 2. 1
! /mois,- !
I'c'pensm; e saleire par and 209,900 2 X 12 mols = 2,518,800 2.
p - I ]
Equipenont Frix Vie Amortiscement Pidcon de rechange
Jeus €00 L ans 150, 00 78, 00
Cezion =~ heane 1,400 6 233, 33 182, 00
Cymion - bunne 1.400 6 233, 33 182, 00
Ceron = prctenu 1,100 6 183, 33 143, 00
Crorpran 5,000 7 Lok, 57 390, 00
Niveieus. L.2Lo 7 605, 71 551, 20
201439’ PE 2-077' ,JO-"
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L OPTION L ( comt)

II, CAKBURANT ET LUBKIFIANTS

HYPOTHESES DE BASE.

02 =

@/ Une niveleuse fait un rdprofiheo de 5 Em pu' jour de 8 heunl de
travail effectif. Elle travaille 20 jours par mois, aveo‘fG"nois RROES
en plein temps, 2 mois en demi temps et 2 mois en repos pour l'entretien

u garage.

SEmx 20 jre x 8 mois = 800 Km,.,
Consommation par jour 151 x 8 h = 120 litres
= 352 y compris transport et stockage.
b/ Le Chargeur travaille dans les mémes oonditions de jours, de mois comme

niveleuse mais avec 6 heures de traVa.il par jour et avec 20 1 de consom~

Prix d'un litre de gasoil

mation par heure,
o/ Jeep ot Camion
Consoumation carburant s

30 000 Km/om
Jeep

0,15/ kn

Iubrifiant : Jeep et amion 3 % du volume carburant

Camion
Niveleuse 5 %

0,351/Km
100 z/ 1

WWWWWWMM&WW&W

!

} %‘ONSOMMAT.

DEPENSES EN 1000 2

! !
BQD IFEMENT : ¥o :flarogoﬁ IIZKT /g% Mois |Aunee % Carburant !Lubrifiant
] 1 ] I i i 1
JEEY 11 12500Km! 0,151 37541 4 5001! 157,50 1 13,50
CAMIONS y3 | T500Em, 0,351 2625 31500, 1102,50 , 9L,50
CELRTTR 1 120 Hr 20 1 2400 -39 200 672,00 96,00
iemmsss ‘2 ' some's 1' ueoo 'smyoo ' 13us,00 ' 192,00
T ! ! I 1 !
110200 1193 6001]  3276,00 1396,
L 2 T L e xR Rk T RNV TRIAVETR
Depenres d'entretien sur 1 500 Km de route 3
BALATRE 2 518 80C Z
FEONME ST 2 439 9B 2
BTN GE 2 077 Lo 4
s 3 276 000 %
IvmAlra AL DA 396 020 %
FULmI A Y SIETIRS 500 020 %
' 11 205 “Fy 2
dujrgeor & clvere 0% 51201 £00 7
Lord Clezeics T CRnLAC g Yu . 1? 330 Gur 7
0N 2 gy | R R SIS TR
AR S o
T BN



I. PERSONNEL (L3 permansuts)

-
—— 0 o oem Joeth Gy

| No d'oxrdre |  FONCTIONS | EFF. ! GALAIRE/mois | PRIMOS { POTAL PFR, | TOTAL GEN,
! 01 ! Direoteur I 1 1 15,200 ] 10,000 | 25,200 |  25.200
| 02 | Conducteur des ' *§ ! | | |

[ ! Travaux 1 1 1 9.600 | 5,000 1 1,600 1t 14,600
|03 I OChef Mecanimue | .3 1 6,000 % 3.0001 9,000 1 9,000
1o | Chef de Comptabie-! . ' ! 1 [

. | 14te ot d'Admini-! b ] !

b I stration I 1 1 G000 1 300001 9000 1 9,000

1 .05 1 Caissier Compta= | [ R 1

BRI R ) I 1 1 2,800 174,2001 L4000 1 4.000
1 06 | Daotylographe | 1 | 2,200 | 600! 3,000 I 3,000
107 ! Magasinier [ T | 2,200 | 8001 3,000 | 3,000
(R | daotylographe 1 ! 1 ! !

1 .08 | Mec~niciens 1 2 1 2,600 I 1,2001 4,000 ! 8.000
109 | Operateurs 1 2 1 3000 1 13001 L300 1 8.600
110 | Operpiousm Mecsuiolen 1 | 3,200 | 11,4008 L.600 I 14,600
1" | Chauffeurs 1 3 1 .-2,200 ! 1,0001 3,200 I 9.600
| 12 . I Chefs de chant. | 2 | LS00 1 2,000 1 6,500 1 13,000
! 13 | Dessinateur [ T | 2,800 | 1.2001 L.000 I 14,000
. 11 | ‘Permansnts 1 25 ¢ 1,000 1 7001 1,700 | L2509
1 15 1 Temporaires 6 moié 60 1 700 | 200} 900 1 27.000

Z :
! ! ! ! " ! ! !
Total/mois = 185,100 2
DOPOMDI sur uﬁro par an = 1850100 X 12 ® qeesccefocccccccscscceces B 2,221,200 2
o EQUIPEMENT 3 (1.ooo 2)
g"g_\g_mment ' Prix Vie s  AMORTISSEMENT 3 gocu de_ rpohange
Jogp 8 B aus 150,00 76,00
Camion . olloo 6 ans 233033 : 102.00
Camion 1.400 6 ans 233,33 182,00
Chargsur 3,000 7 ans 420,57 390,00
Nivelouoe L.2L40 7 ans 605,71 551,20
3.850,90 1,.383,20
I7I, CARBURAMNT & LUBRIFIANTE
EQUIFEERT 1 N | XM OU He | CONSOI'II'I'K’:PION | DEPENSES EN 1000 2
! ! AR KOiS | j&m ou | mois | An } Carburant | Iuybrifiant
' ' I L i ! !
Je T 1 1 CoCd En | Cu15 1.1 375 1. 1 L50D d¢ 157460 1 13,50
Criwenn | 2 1| 3000 Em | ,351 1 1750 121000 1 735,00 ! 63,00
Crrsgows 1 1 1 2t Hrsl 20 z. 1 2400 1 19200 1 672,00 I 96,00
Niveleupe 11 10 Hra? 12 3, 200 ! 18200 672,00 1 96,00
[ £,87C 1,1 63,000 1,1 2.230,50 | 263,50
Lgpenges & tentretien gur 120 ¥m de rovte t
- 2alrd> 3 sereseness d.t—,{ P00 7
~ LLoTtiemesent § ... 1650940 L Cofit d'erniretien par Km de route
- Firer €0 Yechalge ’0.353.?.()3
« Cordusn e 2J23FLED0 9,087,000 2
- I".‘.' Ll ar? H X D; -,ID ...—?-) "’"‘" 35 6 055 %
- Fovrnituzes & enlretﬂa""ﬁf j__";
B, 0050 4 6,058 U/lf.
I.rroves & Divers ____fc‘t _EQ— _
5,007,000 & J,,’O



Optien III ( Reutes niunni'o‘ru 15 K/ )

I.~ Persennel ( 37 permanents )

NA 1 Fenctien L Iff, IBalaire/mois ¢ Primes I T0Eal/per | Total goen.
1 1 Directew P 1 1 15200Z 1 10,0003 § 25.200Z 8 25,200 Z
2 1 Cenducteur des travaux § 1 9"500 Z 1 500028 M,6002 8 14,6002
3 1 Chef Mecanique -1 1 60002Z 1 3,0002Z8 9.000Z ! 9,0008%
& 1 Meocaniciens 12 1 2802 | 20028 4oo0Z 18,0002
5 1 Chauffeurs 1 3 1 22008 ! 100028 3.200% 3 19,6002
6 ! Operateur 11 1 30008 1 13020 4,302 3 43002
? ) Chefs de chantier 1 2 1 4500 1 2,005 650% 3 13.000Z
8 I Commis comptable 11 1 2802 ! 120028 4000% 1 4,000 2
9 | Ductylographes Magasinidr 2 | 2,200% 1 8002} 3.000Z 3 6,000 2
10 3 Charpentier 11 ) 24002Z 1 1000Z0 3.400Z ! 35.4002
11 1 Chef de comptabilite ot! ! | ! !

} d'Adminiotratien 1 & ) 6000% I 3,002 9,000% } 9,000 2
12 § Dessinateur . b1 1 28002 1 1,202} 40002 3 4.0003
13 | Permanents 120 1 10002 § 70028 17002 3 34,0002
1% 1 Tempareires 1200 1 700% 3 20028 9002 3 45,000 Z

g (3 meis) R ) ' )

Total/m0is = ommemen 189,100 2
Depenses sur salaire par an m 189,100 & x #2 meis = 2,269.200 &
1.~ Equipement ¢ ( 1.000 2 )

l_:ggi_gement Prix Vie Anmortissement Pleces de roohann
Pick-up 600 4 150,00 " 78,00
Camion 1400 6 233,33 182,00
Caxion 1400 6 233433 182,00
Chargeur 3000 ? 428,57 390,00

1045,23 832,00

Ill.~ ggrburant et Lubrifiante

Equipement § No ! Km eu H/mois | Consommation t__Depenses en 1000 Z
T \"TK 1/ 1 Wels T A5 TCirburantl Lubriflant
Pickeup 1 1 2.500Ke 1} 0,151 1 375 1) 450010 157,50 8 13,50
Cawions 1 2 ! 5.000Kka 1 0,351 11750 1121000 8 735,00 8 63,00
Chexrgour : 1 : 120 heuret 20 1 12400 119200 1 672,00 : 96,00

14500 184470011 1564,50 1 172,50

Al




‘ Depenses d'entretien sur 1500 Km de reute §
 Balaire - = 2.269.200 2

. Amertissement = 1,045.230 &
Piece de rechange - 832.009' 2
Carburants . . = 1,564,500 &
Lubritisnts 6 . s 172,500 &

Fourniture ot entretien

- 500,000 &

Bubtstal —e—mm  6.383.430 B,
Imprevus ot Divers eeweeme 638,570 &
: £

—

7.022,000 Z
Ceut d'o‘nh‘oum par Kn de raute 3

. 1,022,000 2 . - "0681 m.
1500 Kn ——

Recapitulatien 3

Optien I ¢ Budget par an 12,330,000 Z = 8,220 Z/ Kn
Optien IT sBudget por an 9,087,000 £ = 6.058 &/ Ka
Optien IIItBudget par an 7,022,000 2 = L. 681 Z/ Kn
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