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- EXECUTIVE SUMMARY

Pro:ect Title:

(1) Progect 6oU- UlUU, Agricultural Inputs SUpport I Program Gﬁant
(2) Project 660~ 0103, Agrlcultural Inputs SLppOtt Il Pxogram Grant
(3) Project v£0=0121, btructural Adjustment SUpport Progranm

Proiject beseori il -175: EBach grant finences a commacity impurt :rooram to be
liptementea thio.n the private secter in Zaire., Commcuitie. are to ags;sh
the agricultural s ctor of Zaire, primarily acricul - z
acro-inaustry, :~dal’¥ imporeant oplectives incluce requericns of Zaire's
balence of payrents gzy, generation of lecal curcency nor Ji'ip project
suppore, anc eLc¢ura=1ng the GO to continue 1ts evsnomic slpeializazion
policies.,

e
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n

crrernine the impacsr of the Lire: rcuo TrTEnte on tne
stated objectives, on the lut of small farmers, anc on . tscrial Wages; to
Qeteriine the elrects of tre GO liberelizacion pooicies .n rmgate pr

4Ra Prozuction; to getermine tne potential impict Of trne tpird grant; ané to
review tone ManaceSment anc irnplementacion of trne Frigran.
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(3) Management and Implementat;on'

(a) The CIP staff, as augmentea by temporary;duty‘dohhract ) .
assistance; is knowledgeable and efficient, out wxllfneed a larger: gtaff‘;o
market anc monitor tne program proverly.

(b) The Controller's oftice efficiently tracks and accsunts for local
currency yenerations anc dispursements; arrival acco.nting end ens-use
checking lag.

{c) CIP trancectiui.c thus far conform tu pLrogram o:gectives andfiID,
Regulati n 1 reyuirements., ’ :

(d) Tncre is
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PREFACE

This is an annual evaluation of two on- going CIP grants (AGricultural 7nnuts
Support Grants LIUU ana ULU3) funaea tor $iU nillion ezch out ot A.1.U.°
Economic Support Funds and the new Structural hoJustment Crent 0(12) fcor Slb
million, wnich nas not yet peen inplementen.  Alsou £inancet L. on boonomic
Support Funas, it is part of the AiLrica Bureau's Alrican Ecoucim.o kolicy
Ketorm Proyreim (AEFRP;.

because ot similaritics in tne ternc, conuaitions, ana conLmoclhy comsosition,
0100 and U103 are eveluated tonsther; the potmntial inpact of vlol is
consiaerea in a separate rnalten ant fUliure LUOUDL EValastiens we 1l azgecs
actual impazt. ™o secti ; : wa irulerercecion Us based
on UsAID's experrence thus Lanvd edu el Liing roaoanmeic¢actions
applicablie t¢ the three gran
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Technical direction of the work and support for the team was the

responsipility ot Deura kectenwalu, UsShAll Kesearch anc'hvaluaticn'OEiiqezkin‘

the Program Office. hHer eficrts were deeply appreciated,

Developiment hosociates is responsivle for wne final report ¢nd the views
therein, although they resuit frem the coumnined €rterts ol Reny. '
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INTRODUCTION:

A. Political -~ Economic Framework
Since gaining its inagepencence from belgium in 1vey, Zaire hex suffered the
vicissitudes of & civil war, eMtreme fluctuaticns in demand anr- Frices for
many of its most important export progucts, 1nterral econciic enc political
policies which went awry, & cz;s*zr, external der. no vy soof vavan
fiscal conaiz:ions by tne Internaticnzl Monecarw Find, tne enc reslit has been
Predicta.le: severely restricsed aoveranent puacets, ri:rp leoras of fore: on

'..;L -.LJ T&.

excrnange, ..’vergent exchange rates, 1 :
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GLECLn=g L. tLE GovVelnment: “Ialrienirotion” OF Lhh Rrivote Lo cees swllowed
LY neticnziirccior. anc tien retIiorission ¢f poos agil-buritenze. e whall
originel uwners, &na price conbrels vOommnuiadnorel o2t Lrsnocts.  knile
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TABLE 1

RESOUKCE FLOWS
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Grants
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FY 1985 Fr lYog
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Addressing Zaire's current economic problems has been of concern not only to
A.1.D., but of the nighest levels ot the Departme...s of State, Treasury and
Defense. While in Kinshasa the Embassy plays a lead role in the macroeconomic
policy aialoyue with the IMF ana appropriate GUZ officials, the signing of the
ALPKRP grant has aiven USAID a significant role as well in that Frocess., USAID
algo participates aCiively at thoce sectoral levels in whicn its program is
concentrated - agriculture, health, pepuletion plannine anz, increasingly, the
private sector. 1IhLe tnree Cly grants Compriseg st of tota: L.S. economic
assistance in fiscal year 19t4, 32% in pv 1985, anc 55% in FY 19¢ in ac@ition
to generating signiticant amounts of countarpart for project suppoce,

Overall, the evaluation :e:n was

in meeting tneir ceveral ¢ .jesois aence of USG
Support for iaire's economic lipsr £orins peina
pressec Ly tne IMp. 3 an Xany .aticn ¢f the

A
AEPRP grant pecaluse the
CORCEINING €X hillive Laltes

Tne Gu: wrice liperalization policies have h&o a s:¢nifacanrt envect on
agricultiral procacticn vy allowing farmgate prices o respond freely to
marnet torces,

Tne importec confocitices Or tnei: ena progucts are eviilakblie in many parts‘of
the counziry anc¢ are contrinuting to the welli=being of the smal. “frmer. The
rurel poruleiion is the cirece peneiiciary of the Lajoricy of & . ,
develcpment projects, for wrich the local Cirrency suppirt will pe generated
increasingly py CIF irzores.,  Tne AEPRLE grant, wnLen il lemented, woll
contrinute furcther to those benstits.

More rep:c oiscursernenzi or tne grénts 1& necessary, howevir, snc suggestions
Lo achrieve nicner rasec ere = &3 Cn IV. Milcoenent of bhe program is
€fritilent, out furener s.oas:s TeLCUICes are revoireu Lf tne 2IoarEn is to be
M&GIK€TeC Tore @ S1e8livAlY en: winn LhoTezeel wmigiien cierelorg,
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1. EFFECTS OF PRICE LIBERALIZATION ON THE AGRICULTURAL SECTOR

For over two decaues insutticient agricultural proauction has been a major
obstacle to Zaire's development. The Primary cause lay in domestic economic
pbulicies. Since 197Y/b6l these policies have been temperec by the
implementation of a variety of economic livperalizatjon measures. This section
examines' tneir .ettect or agricultural tarmyate prices.

To determine the current status of producer prices, a teapn headed by the
evaluation group econonist mace two week-long field trivs to USAID's main
project areas (Bandundau and Shaba) to interview rural- and viban- based
farmers, merchants, government officials, @10 representatives af development
organizations.

A. Evolution of the Liberalization Policy (Tnvuse interestec in a
comprehensive history shoula read kinshasa 3407 Fetruary b5 and Kinshaca 16931
Nuvenoer u6.)

Tne government mage its tirst move towarc economic liberalization ir November
1977. Aware that Zairianization and nationalization! hag proven
counterproauctive, rresiaent Mcorutu outlinea a new program of economic
revitalizacion< enpnasizing ge-Zairianization, political decentralization,
anc economic liberalization. Byt beyona the initial measures of
@e-Zairianization, few other meaningful steps were taken until 1479 when the
Ministry of Economy removed maximum tarmcate prices a,d replaced tnem with
MLNimum prices.? 4nis was an lmportant step forwara even tnough it was not
applied countrywide.

In June 19s1, reacting to tne continued misinterpretaticn of price floors as
ceilings, the uirnistry instituted general price liveralization measures which
treed most faluauate brfices except for "pasic procucts®™: corr, Cascava, rice,
and a rew cash crops (cotton, palm oil, anc sucar).4 hlthoush these
liedsures stinulaiec tne marketine of Rany agricultuoal grocucis, the €
prosliem of misinterzs j for pasic proluces until th quy
freec farmgate prices s i

ne .
ernnenc

[+13

id

&ticn policy becane readily apparent bsginning in

eased markedly (Tacle 4), although consumer prices
1 ®¢ /) CUE TO resTtriTtive monetary and cred:it rolicies imposec

of uaire.b TuE MEIGIn DETween LIGouCer ana COlLiSuner prices
< +

hac for manufactured goods. A larce scele shift of
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revenue took place from traders to producers, and, in a more general way, from
urban centers to rural areas, After the September 193 devaluation (about
80%), substantial increases in agricultural producer prices continued to the
end ot tne year (Table 4), reintorciny the general shift of revenue from urban
to rural areas.

The Ministry of agriculture's monthly reports on the marketing of agricultural
products show that after a sharp rise at the end of 19&3 (following . o
devaluation), agricultural prices beyan to stabilize in 1Ys4 (Table 5), Since -
1986 consumer prices for agricultural products have been substantialily lagging
behino the general consumer price inaex (Table 9). o

In addit:on to available production statistics (Tables 2, 3, ang 8), theuss
price prouressions indicate that within the last two years a general '
equilibriur of supply and demand has been reached for most agricultural
‘ proaucts. Empirically tnhis seems confirmed by the absence of extreme food
shortages, the decrease in erratic price fluctuations seen in prior years, and
fewer imports of staple toods (Tables 5, 6, 7, and &).

A World Bank-financed comprehensive study7 prepared by the Ministry of
Agriculture in 1985 evaluatea the effects of the liberalization of
agricultural producer prices. A team of [esearchers surveyed 2U7 companies
involvec in agriculture ana 7s4 inaiviaual farmers. Tne survey revealed that
almost two-thirds of the farmers had increased their production. This has
also veen confirmec by reports from the Ministry of Agriculture's evaluation
‘of the Agricultural kecovery Plan.® fThe study concludea that despite some
isolated areas where farmers were unaware of new liberalization policies, a
majority of tarmers statea that prices moved freely.

C. Specific Problens in the Field

Price fixina. Farmers, traders, and GOZ officials in the areas visited by the
evaluation group confirmed that prices were generally uncontrolled and rose
with demana, especially towaré the end of the marketing season. Farmers also
refused to sell at what they considered to be insufficient prices.

In interviews, GOZ officials revealed an improved understanding of the
functioning of the market and indicated an awareness of the negative impact of.
previous direct official interference. Officials in Kikwit (Bandundu
Province) ana Kabongo (Shaba Province) were not loath to explain the
aavantages of liperalizing prices, pointing out that the new policy encourages
farmers to increase production, as opposed tc the past when farmers become
discouraged pecause they had to "sell for practically nothing."

In Kabongo (Shaba Province), 1966 was only the second season in which farme
and traders freely negotiated brices. in menv arecs, micssicnaries encoursag
farmers to hold out for a better Price, an action which under the Frevious
pPrice control systen would have beern consicerec iliscal.

r
I
28

On the otner nhand, traders ans covernment officizls in some areas &3szrces
tnat "tne cfficiail Frices® were scricsivw aprliec. Tne Commissiire ge “one in
Idiote (Bandund: Province) ana his price inspector made reference to an
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official cdecree with reference prices, but they were unable to pr060ce‘a,
copy.? Bus they alsc aamitted that this price list was not actually -
fcllowea, that no one respected tihe reference prices, that-prides increased
ShaZjly towurd the ena oi tne season, and that they did not fine anyone for
not adhering to these prices. ' o : . :

Two vestices ol price controls appear to be aisappearing, exclusive buying
Zoneg &nd pandatory cultivation. :

tC  £Anec. Pkermits to buy agricultural products in a Given area
- ~¥CS = Were closely neld in the past. Exclt :is '
TET eSl.eolshed LY local authtiities or by the trade. . tienselves. But
wWila the sconomas Zigerzlization pioducer prices and procduction increased, and
exvivsive OU,InyY Zihies were ny longyer sysizmeticaily allocatec. Thus,
conpstition amdne treners increaced (sce zection D) and their profit margins
gecrserouy Signiticent, in reiote areas it is perneps unevoicanle that sohe
trecars cortinue tres ng agriculturel products.
Simili Lra.gis are oftern actave CLiiy i, &ns around their Viilages because

(=]

r lucal mornopolies in buyi
e .
socio-culuural Zariziers az no:s permit trade with other tribes cor cla: s,

<
m
r
-
)
b
3
[Tol |
3
(o)
pa}
U]
n

tion .a fact
low and did

u

e UnSTreLod tnas ¢ 5 tixed by GUL in the past were touc
discourac. falmers fre: procucing £or tne market.  with prices moving freely,
farmzrs now have incentives to produce, making mandetory cultivetion measures
UARZTel8ar e WOWEVEL, LICILl160 CaSed SULLL e€xlzt, wneie tne cultivasion of
"fielas fcr zie parey” il Seard.
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their exclusive interes: and ncurce of income. There will be a certain price
eracrec ry the Pew pulicies as competition ainony traoers torces out the more.
inefricient or .nilexible panticipants. ;

Lo btiher Fotials affecting tne Morreting System

- —man re .

Liberslices:cn iuitey iz oo ceurse not tne sole ceterminant of farngate
pricec. Impr~vid ryaral Liods ¢ Ve nore trafers asoess to the sources of
profuciici o el 1E o4 p;:ce;';u;e'lC"reJi:g of crficial interivrence in the
Rarker Bmeohinisr  dvnpite ofuas.oial Ise s olocks set LD to impede the travel
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Thic impact is felt more clearly in areas with easy access, more circulation
O trouwre, anc where ueve! cpment organizations - both public &nd private -

are sciive. Tne Jilter pla; an importent role in protecting farmers against
dcliitistrative alvees and exploitation LY traders.

ing rovepsh o0 the rerel resd netwerk, often ec a result of USAID projects,
ContiLnutes BULTIant1al, .y Lo SMLIGYING Nurreting. firaders now appear in areas
Who i Ly Dl-pwSsed B ofew enzroani.  but Frice literziization is also

|
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FOOTNOTES

1. 1n hovembaer 1973 22 foreign ownes ~enteprises in agriculture, trade and
many LnrubtIles n the manuiectiriny sector were nanded over to eolected
Zairian., Comensetion Lo previous OwWners wis promised over & period of ten
yeals, i thiow oaetivatlers cuentinces to pe 1talle® UnCel ThE new owner.,
One yeor lanos Lue sake oomponies wep ized and menened by
goviiniie! tmup 20Nt ed GElEuALES DeCEUS UR RunEuement cr the companies
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TABLE 4

. Selected Farm-gate rrices:

(¢/Kg. current vbrices) -

Proaucts el 1 19832 Cdvat 1¢e5

Cassava cossettes ;6/,7 f 1,073 %2;7., ‘4:O3

Corn o ST Loili 24U/

\';

Rice unhusked 7708 2072,

‘ 407540

Peanuts in shells .  1;5f;.U 1.7/;}5 ol ﬁfﬁ/ii;u;kfﬂELU/lu.O

Dry beans . 3.0/5.00. b U710, 0 SR PSS ANTE “15.0°

Source: lesparthent cf Avriculcure end hural Davelcpms
‘Directicn of Markets, Frices,. end Crédit ¢
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TABLE 5

.Base 100 = 1/1/1984)

11573 117,54

&.n

o™

' 19U6-AVERAGE HONTHLY RETAIL PRICES M KINSHASA MAREC DS
‘omnodities JAN. FED. KAR. APR. MAY .‘JUNE Juiy . AUG, by} .‘M Ll Ry DEC
-assava (bLriea) 15.60 15,75 15.01 14.51 13.77  "15.v6 |, 14.%7. YR Talun TEGETTUIIRS 13.59
-¢llow Corn 13.97 14.74 11.43 10.83 8.93 9.79 - 10.25 v 10.42 9.9- " je.63 9.61
¢anuts (Shellea) 35.67 2.y 22,98 3u.3y 26.63  26.U6 2t .61 . 30.81 2. %y 31.be 21,53 26.23
-eanuts (Unshelled) 12.93 15.88 13.00 22.63 14.18  ,15.22 | 1j7.s6 ' 22.21 19.:85 WhLaz 1¥.20 15.55
.eans (White) 35.62 3z.72 du.438 29.22 35.70 -'43.45 42.45 30,77 39.95 35,07 1L, 70 52.28
=ans (Colored) 24.93 24.58 24.56 23.21 28.20 ° 31.29 31.45 26.39 3050 3lony 32.58 46.13
’ilantain 11.32 10.16 10,49 11.45 11.15  13.17 15.13 19.1% 16.45 R 14,14 17.07
-~ananas 12.76 11.64 19.94 10.01 11.83  13.84 16,322 16.49 13.04 1o, i 12,59 13.2%
-assava Flour 16.28 17.43 13.96 14.55 15.2 15.73 12,0y 14.87 1436 SRS 15,02 14.72
orn Flour 27.75 31.80 23.31 21.84 24.82  25.55 24,99 22.21 23.06 #1.1s 2266 25.95
.ice (Local) 22.49 20.26 19.52 18.50 17.94  18.07 19.ig 14,33 20,47 ioocd 19.93 28.02
‘ice (imported) 38.30 25.78 26.90 20.10 19.76  20.21 2:.12 25.34 28.53 .43 23.58 23.70
‘alm 011 27.uu 27.uu 27.00 31.00 31.00 3.0 36.50 38.40 38.50 s 24,00 28.00
‘assava (Tuber) 9.02 8.29 8.37 84.47 8.56  10.76 12.140 10.99 10.21 .72 5.19 7.47
assava (Frepared) 13.60 15.27 13.47 16.95 13.83  13.35 13.41 13.9¢ 13.03 I..es 12,74 12.65
.:58ava Leaves 6.13 7.01 6.96 6.93 6.06 9.14 v.:3 12,36 16.21 .76 6.69 7.22
“eet Potatoes 11.07 10.69 - 10.42 11.49 12.03  11.10 1.2y 16.62 10.44 $.u2 9. 32 8.41
>matoes 18.71 21.01 22,53 31.07 33.69  47.65 42.% 41.66 46,17 alad 35.65 38.38
ut Peppers 24.57 26.31 27.50 36,50 22.83  25.40 18.37 23.81 21.2: i) 25.20 25,23
vinach 8.24 7.98 8.10 7.13 8.84 8.71 9.172 11.45 6.96 6.32 B.419 8.80
crel B.48 8.44 7.55 10.39 8.7 10,47 19,44 21.57 22.3¢ TENEY 13,73 15.93
juash Seeds 40.33 37.40 47.861 47.79 60.33  60.80 70.49 . 74.53 65,51 ER I 5t 8y 61.10
-od Price Inaex 1v3.33 100.18 ¥5.74 99.80 $8.42  112.20 114.8: 19875 146.24 110.37

-ource : Department of Agriculture and Rura
Direction of Markets, Prices, and

1 Development
Credi* Campaign - (bMPCC

Y.




‘ TABLE 6 RO
1985 AVERAGE MONTHLY RETAIL PRICES IN KINSHASA MARKETS

Commodities ) JAN. . FEB. MAR. APR. MAY JUNE JuLy AUG. .- SEPT. ocr Hov DEC

Cassava (Dried) 13.33 14.14 14.16 13.61 13.62 14.34 12.85 T 13.62; 14.61 15.55 15.92 15.80
Yellow Corn 9.58 9.43 9.58 8.92 8.97 9.43 9.67 10.23 10.71 15.90 20.38 18.40
Peanuts (Shelled) 26.16 24.1Y 25.62 26.62 29,06 35.87 37.03 50.02 - 56,63 78.54 83.96 75.44
Peanuts (Unshelled) 19.22 21.12 . 23,66 26.91 23,91 23.01 27.41 28,66 33.33 39.74 41.36 41.44
Beans (White) 52.52 46.53 44.0v0 45.7y 52.29 6U.76 60.43 154.25 54.11 54.68 56.35 57.21
Baans (Colored) 40.39 32.88 33.40 35.70 43.85 43.12 38.45 " 34,61 34.42 37.77 38.63 41.54
Plantain 17.35 18.17 16.18 16.12 17.19 16.02 16.45 15.59 17.77 20.4y 23.67 21.92
Bananas 14.52 16.08 13.68 15.20 18.15 17.82 16.59 17.20 18,51 19.48 19.60 21.02
Cassava Flour 14.306 14.17 14.90 13.87 15.43 13.96 11.97 11.21 12.30 13.84 15.64 17.02
Corn Flour 24.15 23.35 25.75 20.05 21.31 19.81 15.56 12.34 18.18 26.20 35.13 33.79
Rice (Local) 19.32 18.49 19.35 18.77 19.24 '20.54 21.80 -24.70 22.58 22.23 22.04 23.42
Rice (lmported) 22.67 22.54 22.81 23.08 24.00 24.23 29.60 30.08 26.15 25.38 26.49 28.82
Palm 0il 31.25 3 31.25 28.00 28.00 28.00 34.72 34.72 34.72 41.72 40.45 35.07
Cassava (Tuber) 9.46 9.60 -10.64 8.58 9.53 10.55 12.20 11.99 12.80 12.83 13.18 13.64
Cassava (Prepared) 12.59 11.85 11.84 11.18 12.71 12.83 11.18 12.44 12.60 14.19 14.84 15.19
Cassava Leaves ) 7.63 7.56 8.42 8.17 8.46 11.97 14.66 15.35 16.72 10.37 10.92 11.11
Sweet Potatoes 1v.1e 9.9 1l.82 10.70 y.46 11l.66 11.44 11.88 12.09 13.54 15.16 14.38
Tomatoes 45.59 62.46 69.30 67.391 57.40 57.08 53.99 . 46.00 '38.05 34.12 33.60 39.51
Hot Peppers 67.786 12u.83 1u6.37 97.36 72.14 59.46 77.18 84.91 "97.77 111.10 123.33 78.83
Spinach o 9.83 3.71 8.54 10.63 14.01 19.75 15.09 14.56 11.83 11.68 11.66 14.80
Sorrel 15.58 16.03 15.81 1¢4.93 20.99 28.33 42.10 42.42 33.51 32.57 33.76 32.45
Squash Seeds 68.87 71.84 71.71 73.71 64.06 78.13 87.27 92,17 93.61 100. 24 110.87 122.47
Food Price Index 122.24 134.41 132.18 - 128.63 129.13 135.45 " 139.37 U T141074 145.59 157.07 166.68 157.06

(Base 100 = 1/1/1984) , , : ey

o

Source : Department of Agriculture and Rural Development = '
Direction of Markets, Prices, and Credit Campaign- (DMPCC)
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TABLE 7

1
-
‘r B
1986-*VERAGE MONTHLY RETAIL-PRICES IN KINSHASA MARKETS
Commodities - JAN. FEB. KAR. APR. MAY JUNE JULY AUG. SEPT. oCT. T nov .
Cassava (vried) 17.18 lo.4u lo.70 16.4b 16.38 16.07 15.64 15.88 lo.81 - Lo e e
Yellow Corn 21,13 15.33 13.52 11.87 11.80 12.16 15,27 14.83 15.42
Peanuts (Shelled) 5.3 56.35 56.07 54.Yy 49.11 54.51 6V.32 61.90u 64.66
Peanuts (Unshelled) 35.85 29,48 30.03 31.79 32.35 35,43 34.99 37.49 38.54
Beans White 57.22 51.R4 " 51.10U 54.95 56.97 o6U.55 59.54 54.9u 56,35
Beans Brown 42.52 37.50 36.29 35,60 36.04 33.88 34.71 33.63 33.29
Plantans 27.07 206,33 25.32 ¢5.27 21.30 23.97 ¢5.43 24.90 27.49
Bananas 21.79 22.43 20.35 20.72 19.29 19.93 21.64 22.71 23.89
Cassava flour 17.3% 17.09: 0 17.31 17.03 16.54 17.38 17.89 16,41 lo.84
Corn floux 36.70 33.85 - 32028 34.00 30.06 Jo.62 32.56 32,27 32,3y
Rice (Local) 24,83 35.18 4d.18 32.73 27.89 28.14 26.16 23.61 <3.34
Rice {Imported) 35.25 43.114 - ‘58.97' 38.54 32.52 31.23 28.09 26.01 26,54
Palm (il 33.68 36.45 - 35.71 35.42 35.28 35.3¢ 36.04 35.00 36.25
Cassava (Tuber) 15.08 14.94 14,35 15.20 14.63 12.43 12,21 11.61 12,52
Casgsava (Prepared) 16.28 16,10 ‘ 15,27 15,45 15.62 14.73 15, 4 14.86 15.03
Cassava Leaves 11.10 12.60 12.37 12.57 12.48 12.59 15,469 19.12 17.21
Sweet Potatoes lo.04 15.54 18,55 14.91 13.82 11.86 11,38 11.16 11.85
Tomatoes 32.¢€8 35.23 57.11 67.83 77.65 8l.68 . 64.79 47.59 +2.90
Hot Peppers 69.70 63.27 44.72 41.33 30.87 34.12 - 43.36 63.79 74.67
Spinach . 14.82 15,85 12.86 15.27 17.31 17.30 17.10 14.96 - 13,41
sorrel 25,64 31,52 31.31 J5.96 36.52 35.u4 42.02 41.72 42,19
Squash Seeds 110.50 147.68 141.95 149.99 154.91 149.50 1%5.26 144,86 153.79
Food Price Inaex - 15U,uY 157.48 156,90 153.54 11k.82 151.40 153.81 154,80 1£%.11
(Base 100 = 1/1/64) o

Source : vepartwent of Agriculture and kural Levelopment .
Direction of Karkets, Prices, and Credit Campaign - (Liece) -
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AN INCREASE IN PRODUCTION

'AGRICCLTURAL PRODUCTION
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IX. IMBPACT OF COMMODITY PROGRAM

Py I3 ' . . -
. A featurc that G'zstlnguiBheB AoI.D. program asslstance from more na:rowly

focused proruct assistance is the many goals and objectives, sometimes
conflicting and occasionally unarticulated, with which program assistance is
byrdened. The grants under Leview aze not exceptiens.

A. Tecps, Conditinns, an: Fatiorsje

The Grant ayicement for Glou was signed by tne Government of Zaire and
USAJI.le Culy 3G, 1964 for §3 miliion and amended September 26 to a total of
819 miliion. ‘ine PALD set out the followinc specific objeltives:

1} %o finance foreign exchange costs of imports neccsxory for the
Rarketing and gistribution of :sodatuffs, (These orjectives
soniocmed to GOU development priorit.es.)

21 Mimulate local business in American commodities,

3! *upport joint USAID-GOZ initiatives and policy dialog efforts by -
using local Currency genuvrations on priority USAID and GOz '
2rojects andé activities,

4)  heip iwet balance of payments gap.

Grle were ng cenditicns Precedent to disbursement or general cavenants linked
$ QUORCRI refclm measures because the GOZ haa taken some difficult steps
walas econcmle liweralization Prior to signing the grants, and the linkage
between A.i.J.'s grant ana these IMF requirements had been implied dufing the
grant negetiations with the GOZ.

r
.
'
.
H

“he G10F Mgreemint was sianed July 30, 1985 for $10 million. The goals and

- djectives are ilmcst identical to 0100 and the PAAD notes that conditions
fieceuent linked Lo peoiicy changes were again deliberately left out -because of
A€ IZLarms cirezady enacted by the GOz,

£ meer the goal of rapid'dishhrsemént, USAID would
L Jer ilmporters and strive for transactiohs"gver
B0, LT enon,  gvall farmers ware to be the uitimate beneficiaries 'of local
CUrZenny 6uv,.ure of .grisultyral Projects and general improverent in the
agrizulens .. Li2tor, but were not the intendec end-users of the commodities,

Botin piil orlaasize tha
gesr yun = % ]

Not aiticulated as an objective in either agreement but the subject of
continuwus puiicy G.alugs retween the two governments, was the desire to
Preaont the GG% a tangible symbol of U,s. encouragement to stay the difficult
CoLise ou eoinonmic sefarm it hac emperked on in the 1980s under the aegis of
the LUP. 1L s notecworthy taat this objective is not only discussed at
leaych op coe wiz: PAAD, Lut nad: a covenant in the Grant Acreenent, )

Eacl. arint nas thies componcr.ts - gollar expenditures, importaticn of
Climil. . Lias, unn wne Cehelation or local currencies - each oi wnich,
gepirocaly aunz: together, hasr an important impact on the economy. The process
bes. e wich cns civencliture ¢ thne auilars, wnicrh simultaneously triggers
local currenc; deposits and gnipnent of commodities.

i
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B. Impact on Small Parmers

If rapid dollar disbursement were the single objective of these grants, A.I.D.
could have chosen a faster method to achieve that goal - a wider commodity
list or cellar purchases of local currency for project support. But to insure
the intecrity of A.1,b0.'s resources, the dollars are uced for importing
agriculture-reiaten proaucss through the Zeirian private sector. Two aspects
are examited in thie parn, recional availapilities of the commcdities and the
4l €ot INpGCh 0n Lue rmull falmers of “aire. The impact on industriai wages
is eorclarred in Sectinn C belov, and on GCZ ralance of payimnents in Section

D. Tne ¢rmumcities iawnorses {c- «pproved for impcrtation) to date by item and
amourt unter both grants are as follows.

=
L1
-

'
-
-
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TABLE 10

" USAID/Za: -e Commodity Import Programs

Breakuown of Approve:. Transactions by Importer and Commodity -

PROGRAM 660-0100

rav ma

bull

spares for trucks

Commodity

terials for tires
- marine engines
generator sete
transceivers
graders
cumpactors

wheel loader
dozers and spares
generators

water pumps
marine engines
spares for trucks
graders

diesel welder
marine engines
rotary cutter
hammer mills

A8 of 2/7/87

parts for tire mach,

Importer Amount
(40S)
Goodyear 4,487,147
Chanimaz 70,201
Chanzinal 130,859
Chanimat 30,047
Chanimat .-158,687
Cranima! 129,226
Chanimat 223,050
Ch&nimat 308,518
Sccimat 60,999
Sodimat 31,375
sodimat 45,160
Transmac 320,145
Bia 434,542
Bia 24,072
Bia 21,602
Bia 63,126
Bia 61,748
General Motors 282,539
TOTAL 6,883,0437
PROGRAM 660-01023
Goodyear .. vugran
Goocdyear 2,156,000
Tissakin 42,524
Daipn 315,331
PL. 504375
Amalo 73,518
dia 34,228
Bia 5,272
VAP 528,100
Chanimat 37,151
Bia 43,689
nis 14,084
Amato 19,927
Lfrapel 24,524
Solcrma 2e2,016
Carto=-Gaire 4al, 255
ToTal, 5,373,712

- * These rigures
Departmenz cf Plan.
Coverea by Letters of Credit.

r

aw mat. for tires

raw mat. for sacks

r

tubing

raw

animal feed

) spares

aw mat. for sacks
_rotary cutters
generator
extrusion machine
: spares
hammer mills
water pumps
spares

for refrigeration

logging machinery
mat. for packing

tepresent transactions approved by USAID and ‘the GOZ' s
Some of these transactions have not yet been o


http:Chanir.al

-30-
Regional availabilities of imported commodities. The commodity mix intended
for support of agriculturai transport or agro-industry has resulted in most
major imports going first to Kinshasa or Lubumbashi for processing into other
products which then £ind their way to the rural areas. The Goodyear imports
provide a salient example., Over $5 million in chemicals and machinery are
being incorporated into its Kinshasa tire manufacturing operations. Because
over half its tire production is for trucks and four-wheel drive vehicles,
primarily used in rural areas, it can be concluded that the imported chemicals
and machinery are having a continuous effect on agricultural transport, with
farmers being one of the groups standing to gain. (Small farmers, taken as a
group, are not yet customers for tires of any kind.) A major dealer
representing the Caterpillar Company imported road machinery, generators, and
marine engines totalling over $1 million, almost all earmarked for use outside
Kinshasa.

ThLe following table shows distribution on a regional basis of 1mpoxtéq:
progucts or their by-products: ‘ '

3



REGIONAL AVAILABILITIES GRANTS 100 AND 103

P =3]e
TABLE 11

IMPORTER COMMODITIES $ VALUE INTERMEDIATE REGIONAL DISTRIBUTION
(ROUNDED) DESTINATION OF ITEMS IMPORTED OR
THEIR BY-PRODUCTS
GOODYEAR CHEMICALS, TIRE MFRG 5,000,000 KINSHASA COUNTRYWIDE AS TIRES (65%
. . : ON TRUCKS + 4WD)
CHANIMAT ROAD BUILDING EUUIPMT 1,400,000 KINSHASA AID PiOJECTS, SHABA,
HARINE ENGINES, GEN. o ~ BANDUNUL; RIVER FREIGHT
SRTS — BOATS ; POEACCO PLANTS
SUDIMAT GENERATORS, MARINE 140,000 LUBUMBASHI SEABA PROVINCE
ENGINES S
BIA HAMMER MILLS PUMPS, 60,000 KINSHASA COUNTRY WIDE AS CORN
DIESEL ENGINES 700,000 o GRINDERS IN VILLAGES;
. COUNTRY-WIDE FOR WATER
IRRIGATION
TRANSMAC TRUCK SPARE PARTS 373,000 KINSHASA BANDUNDU, BAS-ZAIRE
GMZ TRUCK SPARE PAKTS 366,000 KINSHASA (IN
| . STOCK)
PLZ BULLDOZER AND . 83,000 EQUATEUR, BANDUNDU  —
" CULTIVATOR ‘SPARES 3
TISSAKIN JUTE FIBERS 825,000 KINSHASA {IXED WITH LOCAL JUTE INT
‘ - PLASTIC ‘RAW MATERIAL = - . 45,000 . KINSHASA BAGS FOR COPPEE AREAS.
' = RURAL APEAS AS PLASTIC BA
AMATO SPi23 P.PTS FOX OIL $3,000 TEXT.LE MACHINERY -
MILL + DEXTILE EQUIP. : LURUMBLSHI; OIL MILL
RI;3LASA
DAIPN CEICKEN FEED 610,000 ¥INSEASA- EG3S AKND CHICKENS
o ' ENVIRONS ¥INSEASA, BAS-ZAIRE
VAP EXTRUDING MACHINE 578,000 RINSHASA. CUUNTRL-WIDE AS INFANT
i ) "--—‘. 4 ’o- ~ . : FL.:\:,
~FRAMEL COPLIr TUBING 25,060 KINSHAS e SCURTRY - '

PiNE PQF COMMERCI
LhGE UNITS

¥
COLL FODL 3TGC

SH
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Conclusion: The regional availability of CIP commodities imported thus far is
best measured by their end-products. The latter are distributed in various
tegions of the country and the vast majority will contribute to the eventual
development of the agricultural sector or to agricultural transport. Other
end-products will directly affect the health and standard of living of those
living in rural areas.

Availability of imported commodities to small farmers. The PAADs for both
grants provide that\emphasis is not to be placed on importing commodities
directly for small tarmers. Indeed, just the opposite was contemplated: the
grants were designed for rapid disbursement of foreign exchange to be achieved
by limiting the number of importers and concentrating on high value items
(machinery, spares, road equipment, chemicals). The list of goods impnorted to
date and the number of importers (12 under both grants) conform generelly to
that :cheme. While some 360,000 worth of inexpensive corn grinding milis nave
been impcrted and sold to traders in villages for grinding corn for
surroundirg farmers, it would be“difficult to compile a meaningiul list of
other U.S. comrodities which could be imported for direct use Lv small farmers
in Zaire, still bound to hand hoes and machetes and whose per capita income is
$125 per year. (Rural wages are 30 cents per day.) As the precedins table on
regional availabilities reveals, over $2 million in commodities are in the
countryside where they are helping to build and maintain rural roads, grind
corn or provide directly for rural needs. The bulk of the imports are
converted into tires, bags, and otner products which are of direct benefit to
the rural economy and thus to small farmers. .

But an even more important benefit from these CIP grants is the local currency
which, along with P.L. 480 currencies, support USAID develorment projects, the
majority of wnicn are targeted to the rural populace. -CIP generations are a
growing proportion of the totals available - 9 1/2% in 1985, 1et in 1986. as
disbursements increase, that proportion will also. & further analysis follows
in section D below. =~ - °*

Conclusion: CIP commodities affect Small farmers primarily through their
end-products; a more meaningful analysis of the developmentz: effect of the
CIP would be to consider “the use: of CIP-gererztad local currsncies.

Local Currency Impact on Rural Develooment Tha two grants wil: gen

gzate up to
$20 millica in zaires wren fully fravwn down. That arsunt wiii be jointly
programmed by USAID and the 3U%, the Toijority to suppor: ATD ozuslcoment

projects in the agricultural, transport and heal:h Eecuore.  Iu acdition,
there is another $6-7 million in Zaires generatec annually dv tnes ... 480
Title I program. Tne USAID Program Office estimatec “nat over 144 million
Zaires per montn &re availarcie o NSAIL f{rom countermart a=asrations. These
generations proviae the zudzes; which the GOz veuid oinLorwise i recuired to
pay for tae suppecrrt of UshIu picjeczs odt nof i4s eitrenely tioht nudget, not a
Practicai altcrpative nuw ¢r in the near £ukuie,

A grouprng of LoAID's projuccs by crtegcory ravaails tas 2RLal L. On the rural

gector:

53



© TABLE 12

' PROGRAM SUMMARY
(In thousands of dollars)

Agriculture Education

Rural &nd Human Selected s dfher

Piscal Total Development Population Health Resources Development Programs

Year and Planning .Develop~ Activies - ESP Other
11985 :
Loans 405 - - S - - - 405 -
Grants 33,954 12.72¢ - 11,210 14 - 10,010 -
Total  34,359'a/ 12,720 - Y20 14 - 10,415 -

o Lo :};.%} o : . 7:‘ / o - . —_ FROR
1986 : o S L e %
Loans - coee - e - - -
Grants 29,620 - 12,300 A z,OBOfV_ _ 5, 570“ 100 e -
Total 29,620 12,300 2,080 ”“5 570? 100 e -
1987 . o | — )
Loans < a.- - R ) . ‘; . _ ) : .i{- . y "”:t i ‘ ~.. ) ; ;-»1, . ; | - ' . -
Grants 35,300 11,100 1,100 - 4;100 " -.800 12,200 16,000 -
Total 35,300, ik 11,100 1,100 4,100 S .BOO -5 2,200 26,000 © .=
. . . . - . AR °

a/ FY 1985 totals include reobligations I §410 in Agriculture, Rural Development
and Nutrition, :$110 in Healtn and 3415 in ESF (3405 loan; slo -grant).

50urce-~ AID FY 1957 Conaressional Dresen.at on, Anqex ﬂw r¢r4~a, p. 470,

3#
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Projects in agriculture and rural development for FY 1987 alone account for
over 308 of all assistance; when health projects are added, the total rises to
43%. Assuming counterpart is expended on roughly the same basis, over 438 of
CIP generations will be used in direct support of development projects in
which small farmers are direct beneficiaries.

USAID strategy for the rural areas is described in the following excerpts from
AID's PY 1987 Congressional Presentation (pages 474, 475):

"As the centerpiece of the program, A.l1.D. is making direct investment
toward increased output from small farms. This element of the atracegy
combines the rehabilitation of transportation, marketing and agribusiness
infrastructure with the introduction of appropriate agricultural inputs
in parts of tne Bandunzu and Shaba regions. A.I.D. programs suppor: both
re :earch to improve var'cties of corn, cassava and legumes and loci..
nca-governmental organi:ations (NGOs) active in agricultural extension
activities. o

/

*Improvement in the health status of the population is the fourth element
of the program. A.I1.D. provides technical assistance, training and
commodities to support the nationwide objectives of a selli~sus%iining,
community-supported preventive rural heal:zh care delivery zre-om in close
collaboration with NGO-sponsored healtk activities wherever {=asible.

*Increased Output from Small Farms = A.I.D. investments tc increase _
small-scale farmer procductivity and income levels are concerntrated in the
Bandundu and Shaba regions. In Bandundu, four areu-specific projects
(Agricultural Marketing Development I, II, III (660~UCZs, 66U~-0026), and
660-0098) and the Area Food and Marketinc project (660-0102) are working .
to rehabilitate existing transportation routes and introduce improved . -+
agricultural production and marketing tecnnigues.

"A.1.D. is supportinc appliec agricul.aral researct in =asic Food crops
to igentify and develop iMProvsc varicties 2ng rest their secestu™ility -
through a farming systems éoprcaca. The Applied Researc: ard Jevaicoment
project {€20-C0C1) " alsc exnisted oo lead to lon_ovod mgroucide’l . ‘
practices among snall Farmers in the region.”
Corclusions: The future welinr: of small farmers in o TRASE T Ll adin v
Zaire is iinkec to whe succassiul implenentation of USATY proies N x
agriculture and healths, the local sappGrt for wnich is cependent on ceontinued
= Ol ever inrreasec - generations ol logca. currecsy wy CIF wrants and P.L. 480
programs. Tuoe wellare of all fermers i even more stronGiy linxed to the
Buccess of tae ¢overnmeni's ecoronic liberzlizition PLLXTY un o sne agricultrral
areas, LOCe.l curvenc. Ganeretione or tie magpitinie plznned for otna Shzeo s
grante providge tne Americar MIoSior in sepsnccs &l amrorient woliirs point ig
tne polich LLolagus.
Coo MLTESE D AMCOLTLET arn T oviant son s
~@Zuely Lines ooolegulations aug z RF R o
$3E Gt f Lealinil ovarowt Yoo oa o Cow

Best Axailable Documeni 35
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program. This was confirmed in interviews with the largest end user of CIP
commodities, Goodyear, and by small users for whom the percentage of CIP to
their total imports was less than 10%.

An alternative approach would be to interpret "wages" as total wiges paid.
There is a roughly constant ratio between raw materials and parts available
and the requirement tor local labor. In other words, employment and earnings
are constrained by the hon-availability of foreign exchange. The Bank of
‘Zaire estimates the overall ratio of inaustrial employment to imports of raw
materials and spares to be 175,000/8200 million, or one job per £1,150 annual
imports in the rzlevant categories. With industrial production running at
roughly 50% of capacity, the overall effect of CIP imports on industrial
employment beccmes more. apparent.

Conclusion: Despi.e the lack of inmedicte examples of impact on Zndustrial
wages, a slow but steady growth in utiiization of dormant industrial capacity
due in part to CIp imports coula result in higher wages. Kut at tnis time,
quantification of those possibilities would be speculative,

D. Impact on Balance of Paymen*s

The two grants total $20 million, with combined disbursements ov. r at least
three full years. Considered by itself, an average $6.5 million per year will
not significantly affect Zaire's overall balance .of payments gap, which is
estimated to reach §l billion in 1987. They must also be considered along
with the $15 million in AEPRP grant UlZ2l and approximately $20 million per
vear in P.L. 480 programs. Additionally, :in combination with other donors!
new grants ana loans, IMF purchases, and deot rescnedulin¢ efforts,
disbursement of these grants take on a somewnat more sigrificant role, if only
"to 8show a united front on the part of the aonar comusunity,.

But there is another base for comparison, the estimated vrivate industrial
imports of raw materials, spare par:s, etc. Tne World Ban+ ecstimates that
figure at $200 million a rear. The Baprk alse es‘imiutes that z 4100 million
ptogréﬁ world aispurse :n 18 monihs anc ra.se cuopetity vtilization of
*efficient” “nteiprises oy aLour 20 DuoCentate plielys, =l o, Lok 503 to 70%.
This conter: 5ives relevance to the CIF efient u- k

“ae Dnlants of puyments,
especially when considerin; total UeS. ang oches GOTGCT LarLiStanca.

Je
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111, PROSPECTIVE IMPACT OF AEPRP GRANT (0121)

A. Principal Features

This is a $15 million EsF grant designed to finance the import of
commodities which will contribute to the development of agro-industry in Zaire.

As of February b, 1Y87, the Grant Agreement, althouyh signea, had not
been implemented because of concerns over the government's actions with
respect to exchange rates (see Section D below).

Where grants 0100 and U103 contain only standard conditions precedent to
disbursements common %o all such aocuments, the AEPKP agreement imposes
concitions which requéve specific actions by the government prior to
dig ursement of the fu::: as well as covenants to maintain the policy reform
efforts. The following :s quoted from the AEPRP Grant Agreement: '

"section 2.z.Conditions rreceagent to the First Tranche"

*(b) Economic Policy Measures. Prior to first
disbursement under the First Tranche under this Grant, or
to the issuance by A.I.D. of gocumentation (such as
Letters of Commitment) pursuant to which disbursement will
be maage, the Grantee will furnisn written documentary
evidence in form and substance satisfactory to A.I.D. that
the Grantee nas implementea tne followiny measures:

(i) The Grantee will adopt revenue and expenditure
TMeasures acceptable to AID that are sufficient to offset
fecently announced civil service salary increases.

(ii) Tne Grantee will nave cevisea the schedule of
import tariffs and put the revised schedule into
effect. Except as A.1.D. nay otherwise agree in
writing, no tariff in the reviseg schedule will exceed
sixty (b0) percent (aa valorem) and no tariff will be
less than ten (10) percent (ad valorem).

(iii) The Grantee will have eliminated taxes on
exportation, except as A.I.D. may otherwise agree in -
writing for certain items.

(iv) The Grantee will have established and put into
erfect a simplifiea ana streamlined control procedure
for exports, acceptable to A.I.D,

*section 1.3, Conaitions Freceden: to the Seconé Tranchne:
Furcher Economic Policy measures,

"Prior teo cisoursemsnt unaer the Second Tranche of this
Grent, or to tne issuance Dy A.l.De 0f aocumentation (such
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as Letters of Commitment) pursuant to which such
disbursement will be made, the Grantee will, in addition to
meeting the Conditions Precedent to disbursement of the
First Tranche as stated in Section 2.2, present a four year
program of tariff reform acceptable to AID which will aim
at estaplisning uniform rates of protection of about 30%."

In addition, there are five covenants of a continuing nature, four
requiring adherence to the government's liberalization policies and
one pertaining to counterpart deposits:

*Section 5.b. Economic Policy Measures.

"(a) The Grantee¢, through the Bank of Zaire, will continue
to use a free, interbank market system to establish floating

exchange rates.

*(b) The Grantee will not, except as A.I.D. may agree in
writing, impose additional licensing requirements or
quantitative restrictions on imports.

"(c) The Grantee will not, except as A.I.D. may agree in
writing, impose new price controls on Zairian agricultural
or industrial proaucts, ex ante or ex post.

“(d) The Grantee will maintain a system of importation for
refined petroleum products permitting direct private
importation ana & system of pricing of individual fuels
within Zaire that recovers full. costs for each fuel from its
purcnasers.

"(e) The Grantee will keep in effzct during the life of the
agreement the reforms described :in Section 2.2 (b)."

A blanket source and origin waiver was signed by the A.I.D. Administrator
permitting the entire $14.& million to be usec for imports from Selected Free
World sources (Coae Y%41) (lesser developed countries of the free worla).
According to the waiver authorization, this is to "facilitate timely
disbursement of program funds by increasing the interest of importers in the
CIP." Tne remaining $200,000 will be used to finance studies and research in
support of the program.

Gooas authorized tc pe importeu incluae raw materials (incluaing petroleum
proaucts), spare parts ané equipment for use in the agricultural ana
agro-inaustrial sectors in zaire.

ILe evaluation Componsnt of tne grant includes the conciticns recomnenaea oy
the subcommittee on Africa of tne House Foreign Affairs Cormitcees, ané are
LELNY &Fpilec &S part of tnis evaluation. (See tne exchange of Coriresponaence

in Annex .}

3§



B. Commodity Import Plan

The CIP office is discussing a tentative list of commodities to be imported
under this grant. That list includes diesel fuel from Kenya ($5 million),
Jute (3§75u,VU0), plastic tor making sacks ($1.2 million), agricultural
eguipment and machinery ($z.5 million), raw materials for tires (32.5
million), and miscellaneous eylipuent ana spare parts ($1 million),

The CIP office estimates disbursements could be made within eighteen months
arter implementation peyins. Given the history of ulU3, this may be
optimistic, but the Code Y41 waiver should prove instrumental in meeting the
target (jute ana fuel purcnases).

Recommendztion No., l: That “he staff CIP canvass the
importer :arket to cevelop a potential commodity list for
121, to Le published in the Un:ted States, as provided in
the Columbia Plan.

C. Potential Impact

1f tne new grant aoes not uisburse at a faster rate than 0103, its impact on
balance of payments, on benefits to the target area and generation of
counterpart funas will lag signiticantiy. importantly, such-a delay will not
promote the policy dialogue and could influence AID's consideration of future
Sucn grants for Zaire.

1t it matcnes Uluu's aisbursement rate (nelped by one multi-million dollar
transaction and another of $1.5 million), then its impact should bé similar.,
But rurther predictions depend on knowing witn certainty what commoditjes will
be imported.

An in-geptn discussion of the anticipated impact of Ul.l can be found in the
012l Program Assistance Approval Document.

D. Initial Implementation Lelavs

As notea, the tirs: implementation letter, whicn would initiate the progranm,
has not been sent to tne GOZ. 1In light of & battery of policy announcements
made by the Gui on uctoper <9, ly86, the progran was initially held up by
uncertainty apout wnether economic policies listed as conditions precedent and
covenants in the ¢grant agreement woula be maintained. As of February 1987,
USAID reports tnat, wnile all conditions Precedent to disbursemen:t have beer
met, the GuL appears to nave deviateg from twe policies whicn it had agreec in
the grant agreemen:t to mzintain: & market-dsrermined official exchange rate,
ana tull-cost pricing of petroleum products.,

Betweern Feoruary, 1Yo ang Septemzer, 19%zv, izire's central bank haé¢ set
otficial SXILENzE Tales On & weeily casis according to freely fioating
COMMErClad Dalh eXNCRnanse Lates. since Ultoner, 1i9::, however, the centra.
Dunn's rixincs nave fal.er InZredsin:sly penLind tie Larket aspreciacion cf the
CLIZERTy, Iss..iing in official overvaliasion of auodt oY percent in Ferruary,

37
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1987. The central bank has also put pressure on commercial banks to follow
the official exchange rate rather than the market's rates., The commercial
banks have acceeded to this pressure, although their customers privately
subvert the policy by unofficial sidepayments. To meet the AEPKP grant
agreement's covenants, the central bank would have to allow commercial banks
to resume payiny the market rate ana would have to set its own rate at the

commercial banks' rate.

kegarainy fuel pricing, since mid-196o the GuZz haa adopted the policy of
setting full-cost retail prices on @ quarterly basis. This policy has not
been fully implementeaq, however, as price revisions have been delayed for
about three aaditional months on the average. As of February, 1987, the
tixing is about three months overdue. As a resuit, tne official price
structure has fallen considerably behind costs ani would probably reguire an
increase between 30 and 5U bercert to catch up and tuus to fulfill the grant
agreement's covenant. ’

Conclusions: Tne AEPKP grant is structurea more tightly than its preadecessors
and makes explicit what was implicit in the two earlier grants, a direct
linkage to policy reform continuation ana a list of specific actions,

Given the source-origin waiver there is potential for a faster disbursement
rate. 1If so, policy impact will be ennancec as will be the etfect on
development through imports ana counterpart generations.

Tnere is not yet enoughn aata on whicn to preaict rate of disbursement, or tne
number and size of the transactions. Much depends on local economic
conaitions, tne position of the dollar against other currencies, and the cost
and availability of foreign excnange to local importers. :

Initial delay in implementation is caused by the questions related to the
GOZ's conformance with the gfant covenants, which points up the risks inherent
in 'mposing multiple ¢ojectives on a CIF grant. Tne longer implemer-ation is
delayed, the longer tne cisbursements will bpe delayed which in turn will be
reflected in a slower timetavle for imports and local currency generations,
both of prime importance to the program. But wnile recognition of the dilemma
Qoes not yet reqyulire & snift ln program priorities or objectives, mission
management mus:t maintzin a close oversight of the new grant to ensure a
balancea achievement of program objectives,

When implementation does begin, there are steps wnich may help speed the
process. Trney are aiscussec in Section IV.
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Iv, JIMPLEMENTATION AND MANAGEMENT

Tnis section examines implementation procedures and overall management of the
CIP. The first part deals with the division of organizational
responsibilities within USAIL. The second part looks at tnree pasic
ingdicators of implementation Progress: the grant disbursement rate the
commoaities importeu, ana the local currency generations. Tne final part
examines aspects of the program where improvement is needed.

A. Program Urganizational Structure and Statf kesources

Factors whicn constitute the pasic underpinning of effec%ive CIP management
are clearly defined office procedures and responsibilitier and adequate
stafting. The USAID CIP office is understaffea for the tas! 3ihead.

In contrast to many CIF programs, USAID/Laire monitors closely every step
taken py importers during tne procurement cycle. Proforma inviices supmitted
by importers are closely examined ang compared prior to being zpproved in
writing by tne CIP office. Similarly, import licenses and bank letters of
Credit reguire USAID's approval Prior to issuance by commercial banks. This
review process 1S to ensure tnat proposed transactions are ir conformity with
stated program purposes and in compliance with the provisions of A.I,D.
Regulation 1. <To support trese proceaures, a well organizec filing systen nas
been estaplisnea and maintained from the lnception of the program.
implenenting aocuments can oe easily locatea ana cross-referencec when
necessary. The overall system of cnecks and controls has proven to be a
valuapie tool f£9r the a&y-to-aay implementation o tpne Drografm.

For the implementation of grants UlU0 and U103, a CIP ofiice was established
in the Project and Design uperations Uffice. Tne cnain of command flows from
the Deputy bLivision Cnief to a personal services contractor wno functions as
the Ci¥ manaser ano supervises an expeliencec foreicn service national ang a
clerk. 1In :Jdition, USAID nas profited from & seriec of sncri-term tontract:
Wlth & retilec Comnmocity managemsnt officer WRC has spent several monwns per
year cver a 3-year perioc acvicine USAIL on CIF matsers. Finalily, the
ReDSU/wlA Kegional Lonmocity managyemsnt Ufficer ir Abicjan providges some
Support tnrough pcriodic vis:its to Kinsnas

m

Tne UsalIb contrclier monitors aollar alspursements casec on USAID records ano
on W-214 reports receivec from tne Financial Management Office in AID/W. The
Controller also nas responsipo:licy for monitoring tne generation of
counterpart funas frem various Foi. 4ei and Cob spurces ané tne relezse of
4 n

{2
ot
0

counterpart funcs tc tne projects ang organizazions. oUnce counterpart funds
are reieased to tne enc-ulers, the VAr1ous project accounting SyStens record
aQCtual S1SLursSEements anc reuort €XiDEncitures Dack te¢ tne Consroller's cifice.
Thnere, a personal 5 ] £ co! r I ang
551218 udEr s o eziter,
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To determine the extent to which program management functions encompassed
policy retorm and counterpart fund programming as well as commodity
procurement and to test how clearly various functions and responsibilities
were unaerstooa, several USAID staff members were reyuestea to fill out a
simple chart with ftunctions on one axis and positions grouped by offices on
tne secona axis. Tne results are shown in Table 13. Functions which are
followea by an asterisk are those where there were considerable variations in
three responses. 1n terms of functions & ana 7 that variation is most
probably explained by the description of the function providea,

In terms of function 1, there was general consensus that ‘the Program Office
nas lead responsibilities and is supported by the Project and Design .
Operations office. Inaiviaual responsibilities within those offices were less
clear. Most agreed, however, that thz Program Economist had primary
responsibility. '

Functions 2, 4, ana 5 are functions that have been pertormei by the ClP office
for nearly three years. 1In each of these functions, the ¥O/CIP office has
full responsioility. Tne responses showea some minor variations in individual
responsibilities -within the office.

un function 3, most responaents snhowed this function as one shareg between the
PDCU and Program offices. However, in all cases, PDU was given the lead role.
Form:lizec priorities peyona that given in the PAAD do not exist.

Function 6 and 7 were not clearly stated on the original worksheet. - The
functions was reformulated and tne USAID staff agree witnh its presentation.
Function 9 is clearly uncerstood to be the function of the Controller's
otfice, althcugn several responaents tnought responsibility snould be sharead
with Program ané PLU staff,

Functic. lu. Tnis function was included on the list to show changes tha-~
might have occurrec in +ne progranm management responsitilities with a major
program objective now beinc pclicy dialogue under grant Gl2l. If it was
cerrectly interpreted by responaents, it shows that pPrimary responsibility of
tne CiP is still vestes 1n tne PLCU office, although tne Program office in tne
person of the Frogram Economist has a secondary or supportive role,

B. Currer: imviementation status

Dispursements. 4 characteristic of any CIP is the rapia infusion of capital
and goods into & country's economy. Accordingly, an important measure of
irplementation status is the rate of discursementc of CIF aollars by AID/W.

Tne first CIP grant (c¢rant 0i00), wes signed in August 1Y9c4 for $c million and
later increasec to §it million. "ne £irSt GiSbursSemen: was reccrdec pvy A.I.D.
in Fepraury 1385, ke of novender 36, 1l%b6, tne gate of tne mOSt recent w-214
RELUL L, QLELLIEwents tetaliel $7.0 milliicn (Tasie 14, Lver a Ll=-monTn
PEILOS, minTi.y <clerarssnents averzges S334,000.  From & low of 3.,700 an
PELIULYY arnl, WONTOLY UGlSLLTIGLENTI were Sver $o Hi.LlOnL Clling Uae Ronans of
Mari:r, fooraiL, zrs o Ma > TEaltLas S..4 miilion in o Uztooer 19w (Taole
P S R S TEUOLL cu-ny Iwptofor §Iv Biliion., trne firss
CLENOIEalaiT Tl vesr laterl In June ifev. AF o Nevenoer 30,
i¥o%, L0GL QLELUTBEn-L%3 Wulé $¥34,5c20.U0.  FOr notn Grlai:ts, tne termnnail
dissuisenent date nas peen extenaged to Feoruary 1, l1lYau.
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Under the first grant, $8.5 million is allocated to private importers for
various import transactions completed or in progress, Thus, only $1.5 million
remains to be programmed, and it is likely that the Terminal Disbursement Date
of February 19u8 will be sufficient to complete full disbursement. Under the
second grant on the other hand, while disbursements to date total only about
$1 million, $7.4 million has been allocateda. 1In summary, out of a total of
$20 million authorized, almost $16 million is allocated and $8.0 million
disbursed (as of Novemwer 198b), with a balance of $4 million remaining to be
allocated. The third Grant Agreement, AEPRP, was signed on September 30, 19&6
for $15 million. To cate no disbursements have been made,

There are a number of reasons why the rate of disbursement for the two CIP's
has been somewhat slowz2r than expected. First, the first year was taken up in
estaolishing various in;.ementation mechanics: meeting of conditions
pre:zaent, issuance of .ink circulars by the Central Bank, establishrment of
financing documents, ins.ructions to importers, identification of sources of
supply, ana obtaining quotctions. commodities began to arrive in country the
second year after the inception of the progam. At about the same time,
anotner $1U million unaer the seconag grant became available while there was
still $9 million undispbursed under Grant UlUO. Another irsortant factor has
been the traditional ties between Zairean importers and European suppliers,
ties that are reinforced by language and fast shipping schedules.,

A third factor has been the overvalued U.S. dollar wnich, until recently, made
U.S. exports non-competitive in world markets. High U.S. prices coupled with
the cost in time ana money of doing business tnrough A.l1.D., compounded by the
stagnation of Zaire's economy, have slowed demand for CIP goods. However, the
situation is changing. American exports are peginning to regain their
competitive edge, and foreign exchange is becoming increasingly tight, USAID,
banks ana importers themselves are pecoming more familiar with tne program
procedures. An upturn in demand for CIP resources has recently been noted
(81.¥y million was allocateo to lmporters in January anc early February 1987),
but the situation remains fluid.

Commocities Importec., Tavle lU snows the commodities which have been importeaqd
into Zaire under grants 0100 and G103. Locomotives and steel were alsc
inclugec as eliginle items in the PAAD but wers not purcnased under the. CIP.
In both PAAD:z priority is to be given to imports which would improve
agricultural anc agriculturally relatec transportation infrastructure. Over
B0% of the commodities imported fall within that priority.

The PAAD reguires that priority will pe given to transactions of more than
100,000 anc limits tne smallest acceptacle trarsaction to $20,000. Tne
average trensaction size is $i75,UUu ana $150,ULU for the U10U ana Q1lU3
programs, respectively. The program dia, however, accept transactions below
§z0,0L0 in tne case of UlUs for several type: of agricultural eguipment &nd
spare parts. All commodities nave beern importec oy private impocrters. LS Was
anticipatec in trie PrAl, Sohe of tre eculpment 1mportea oy private
distrinutors was S0ié Lo & punlic sector entity (Cfiice des Eoure:),

A
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Cur;ent payment terms oftered to CIP importers are:

(a) 2U percent payment of the local currency equivalent of the dollar
value of the transaction, at the time of issuance of a letter of credit
and at the official rate of exchange in effect on the date of the payment.

(b) 3U percent payment against release of shipping documents by the local
bank at the rate of exchange in effect on the date of this second payment,

(c) 50 percent payment within 180 days of the above second payment at the
same rate of exchange as (b). ~

These terms are given to encourage private importers to participate in the CIP
and apply across the bnard to ena-users and traders alike. For the latter,
th2 applicapility ot cwo Separate rates of exchange acts as a disincentive.
Bv-cause of the uncertainty of the second rate of exchange, the impurter is
unable to calculate actuil costs and hence to fix his re-sale price prior to
the arrival of the goods, which may be six months to a year from the time the
L/C was opened. It tne re-sale price could be set at the beginning of the
transaction, the interval between oraering the goods and their arrival in
Zaire would pe used by the importer to canvass the market, identity potential
customers and secure firm orders for pronpt delivery following tne arrival of
the goods.

One solution woula be to abolisn the z-tier rate of excnange anc have the rate
applicable to the first 20% payment remain constant throughout the
transaction. with a much taster stock turnover, tne importer would not need
180 days to make the final 50 percent payment. Ninety days shoulé be
sufficient incentive. Shorter payment terms would translate into faster
counterpart generation and help offset a possible decrease in the amount of
local currency generated.

Recommengation No. 2. Tnat USAIL aajust local currency payment terms for
importers, particularly dealers, to induce wider use of the program.

3. Counterpart Fund Generation andé Utilization

Table 16 shows the sources ana uses of counterpart funds during CY 1985 and
1l986. As a source, the two active CIPs contributea Y.bx and lk% of total
local currency generations in 19&5 and 15»6, respectively, although their
Planned contripution was higher. '

&7
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Table 16
"SOURCES AND USES OF COUNTERPART FUI'D
LOCAL CURRENCY ‘GENEKRATIONS (rou

Sources ($UUU). 1985 1960,

CIP(0100 and 0103) 1,800 23,575
‘PL 48U | 14,550 13,150
Other o 350 STLL0
‘Previous :ear Balance 2,110 - 3,24u

‘TOTAL 18,810 20,075

LOCAL CURRENCY USES 1985
Agricultural Sector investments 4,130
Health sector Investments fi[éUbi

PVOs, NGOs, anc relief 3)éﬁd*
activities

Mission support'

GOZ Institutions Support

Survey/Researén
Education and Training

Enterpreneurizl Cred:it

Otrer (mostly carryover).

TOTAL

<y
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Agriculture absorbs the largest proportion of the funds - 22% and 31% in 1985
and 1986 respectively. Health sector investments and support to PVOs, NGO and
relief activities have been the other major recipient of counterpart funds.
Health sector investments were about 1% over this time period. Support to
PVUs, NGOs, and relief avsorbed about 18% over the same F2riod. Support to
the USAID mission and to Zairian institutions each absort :a roughly 7-g% of
the investment.

There is an increased aemand for counterpart funas as the GOz budget
availabilities are restricted by IMF requirements. Counterpart funds provide
an interim source of Support until more permanent financial arrangements can
be made by the GUZ. With the condition of the central government's budget,
many initieés rural activities (in agricultural research, rural roaa
maintenance; ::¢ simply not being funded., These demands o:. counterpart funds
Can Dbe expect:.- to rise in the foreseeable future, thus iN"rees51ng the
importance of t."-generated counterpart funds to the total.

C. USLID'S Current‘Conduct ot Mejor CIP Functions

1. Commodity financing andg inporting functiong
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Procedural assistance to importers. Assisting importers prepare proper
commodity specifications, identify eligible suppliers and make appropriate
shipping arrangements becomes increasingly important if the staff handles more
transactions py importers who are less familiar with international trade and
banking proceaures. The CIP staff numbers and qualifications are geared
toward processing large transactions with tirms naving active aftiliations
with U.S. manufacturers or suppliers (Goodyear, Transmack, General Motors of
Zaire, Chanimetal). Tne ClP office is not staffed to proviae the level of
services required if the program moves more toward importing agro-industrial
equipment for small or medium scale enterprises. 1Tne ClP implementation staff
is all based in Kinshasa, and the existing office obligations and workload has
precluceu mucn travel within the regions to consult with possible importers
(or even to conduct ena-use checks). Without this consultation, it is
difficult for importers to effectively use the CIP tacility unlecs they in
v.In have strong ties to eligible suppliers. Other possible sou:rces of this
w-Jlstance include tne Commercial Lipbrary of tae U.S. Embassy, tne tmbassy
Co.mercial Officer, and the local banks. However, there are definice
ligitations on each.

Fecommendation lo. 3. Tnat USAID aevelop improved communications with
potential CIP clients to enable the mission to bett.r market this resource.

<. vverall CIF monitoring

In agaition to peing more complex, the implementation responsibilities of the
program are less centralized and thnere is greater need for current information
1n all the offices having responsipbility for aspects of the program and its
oversignt (PDO, Program, Controller). The computerization of transaction
records whicn tne CIP otfice nas begun neeas urgently to be completed.
Computerizing the record keeping operation will greatly facilitate various
types of reporting reyuirements (i.e. disobursements, commitments, shipping and
port clearance delays, local currency payments due). It will also allow
cioser monitorine of tne workloag of the CIP office.

Conzlusion: Various USAID organizational units need to be informed of
implementetion progress to properly carry out their responsiocilities,

4. That USAID complete tne computerization of CIP
tions, ana craw On tnis resource to facilictate implementation of
araized monthly reports, with internal distribution tc the Director,
am OZficer, and Controller. Tne reports shouia pe modellea on the
wing example.
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TABLE 17

CIP GRANT 660-K-0601
(PRUJECT 66U=0100)

MONTHLY STATUS REPORT FOR DECEMBER 1986

Date Agreement Signea: Terminal Date for DA's: 7/29/85

7/30/84
Date CF's met : Y4/26/84 TD for Disbursements : 2/01/8b
Disbursing Authorized Allccated Ubligated Disbursed as
hAuthorization of 10/31/86)
(In Dollars)
DRA 101 1,000,00 994,519 911,082 516,523
D/L/COM 10z (Goodyear) 4,64U,uuv 4,407,147 4,152,113 4,152,113
L/COM 103 (Morgan) 2,080,000 1,340,058 1,315,456 1,155,509
L/CuM 1U4 (City Bank) 4,26U,0UU 1,161,250 1,161,29u 794,991
TOTALS 10,000,000 7,983,014 7,542,941 7,021,136
BALANCLS ~u- 2,Ul6,980 2,456,059 2,975,804

Number of transactions currently open

Average size of transaction

5

/



-51-

One of the recommendations of the mid-program evaluation conducted in August
19> was to finalize and implement, in coordination with the Controller,
procedures for monitoring and reporting the arrival and ultimate utilization
of CIP-financed commodities. That recommendation has not been carried out by
the USAID because of staff limitations in the Controller and CIP offices.

Recommendation No. 5: That USAID increase the staff Lesources devoted to
CiP monitoring and oversight, either through the hiring of additional FSN

32
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Annex 1

Contract No.: PDC-0UB5-I-00-6098-00
‘Work Order No.: 4
Page 2 of ¢

Article I -« Title

Agricultural Inputs Support Programs I and II and the Structural Aajus;meht

Support Program, (Project No. 660-0100, 660-0103, 660-0121),

Article 11 - Objective

To evaluate Agricultural Inputs Suprort Prog;éms-anﬁ'Tneﬁstkuctutal‘Adjuétment

Support Program (660-0100, 660~0103. and 660-0121).

Article Il - Statement of WOrk

Contractor will review and comment on work that nas been done on the Ccip
evaluation by the locally hirea economist and REDSU Commodity Management
Officer. Tuis review will include: 1) Examination of the progress Zaire has
made towards price liperalization in the agricultural sector; 2) Assessment of
any chanyes in workers' stanaard of living in the industrial sector and small
rural farmers; ancé, 3) Examination of issues related to implemenation of the
tnree programs.

Article IV - Reports

Tne contractor will pe responsinle for submitting a final evaluation report
aadressing the issues outlined in the above Statement of Work. This report is
due prior to date of ageparture from post in a form and style proscriped oy

1o~

VSAID.

Article V - Technical Directions

Tecnnical Lirections auring tne perfcrmance of this aelivery order will be
previcecd by USAID/Zaire PDO pursuant to section P.3 of Contract No. ‘
PLC-Uueo-1-Ui-buY0=UL.

Articie VI -~ Term of Performance

In2 eifective date of this aelivery oraer 1ic¢ January 14, 1lY87 anc the
o tec¢ cumpletion dace is Ferruary 2&, 19&7.



SUMMARY SCOPE OF WORK
EVALUATION OF AGKICULTURAL INPUTS SUPFOKT PRUGRAMS 1 AND II AND
THE STRUCTURAL ADJUSTMENT SUPPORT PROGRAM
(6bU~-01UU, 6bU-V1V3, 660-0121)

The evaulation of the Agricultural Inputs Support Programs I and II and of the
Structural Adjustment Support Program will be conducted in three major parts.
The first part will describe and assess the progress that has been made in.
Zaire in recent years on economic policy reforms, particularly on price
liberalization in the agricultural sector. The second part will examine the
effects of the three programs on workers in the inqustrial sector and on rural
cultivators. Finally, the evaluation will focus on issues related to
implementation. Parts one and two of the eval.ation are underway and will be
completed by the end of Decem>er 1986. Part I? ».11 be done in January 19&7.

Part one of the evaluation will be concucted by & <ualified non-AlID expatriate
economist who has some 15 years' experience in Zairw., most recently as an
advisor to the zairian Ministry of wconomy, ana who nas closely followed
developments relating to economic policy reforms. This economist will prepare
@ narrative aescricing the effects of economic liberalization over tne past
decade, focusing on the last three years, and the consequences for the Zairian
economy in light ot aevelopments., ke will substantiate the narrative with
data from the Ministriec of Agriculture and Economy and with reports on
interviews with farmers and traders now living ana working in Barn3undu and
Shaba (USAID's major areas of concentration).

For tne seconc part of the evaluation, this same economist will exarine
program effects on workers' standards of "living in companies that are
participating in the tnree programs. This assessment will be conductea
through interviews with executives of the major firms involved in the
programs, and througrn inquiries into employment, plant capacity, plant
Jdtilization, and availability of fcreign exchange in Zaire. Tne economist
L &1S0U Wiil aszess the erfects of tne import proyrams or tre princ.pal AID
target group, the smail farmers and rural cultivators. Tnis will incluage
flrst-nanc scundins: In sanaungu ana Snaza.

Tc complete Fart Two, end-uss cnecks will determine regional availapiiities of
imporres comadocities, and will PEImit an assessrent of tre indirect and/or
direct effects of tne Frograms on small farmers. To the ex-ent possible,
Commoaities importec under the programs will pe traced from tne importing firm
to the end-user. This end-use checks to be carried out by US&IL's Zairian
Tesearcn staff, will pe reviewea py KREDSU Commoaity Management Officer pased

n, ivory (Cozze.

Trnie RELSU Commocity mangerent Officer will also review issues relaced to
Drelect implenenititicn. Specific issues incluce: the transaction arprova.l
FIOCEIL; COLNTErpErt IulC Cénerction &2Counting prosedures; énprircanility of

i Ttelocommizities fo otargete. €CLOIS} BRd CONRULLSELIONS betwssn UZ.I3 aps

Lo
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COoPY.,
September 15, 1986

Mr. Mark L. Edelman

Assistant Adminiscrator

Bureau for Africa L
Agency tor lInternational Development
Washington, D.C. 20523

Dear Mark:

Congressman Wolpe has asked me “o reply to your lezter of September 5th and to
incorporate the results of aiscussions betweéen Roy l:racy, your staff, and
Gerry Pitcniord anc myself this morning concerning thy Zaire Grant,

Regarding the first point in your letter, we are pleased that AID is willing
to revise tne locel Curency generations unaer the proposed AEPRP so as to
airect lUU percent of them to support of AID'S ongoing development projects, a
Sicnificant portion of which are being implementea by EVO's,

As for the other issues, Gerry ana I arrived at the following consensus with
AlD staff anu Depity Assistant Secretary Stacy;

(1) All of the funds in this grant would be limited to imports by
agro-inaustries;

(2) AID would present to the Foreign Affairs Committee not later than March
1, 1987 an independent {non-mission) evaluation of the impact of AID's two
Pr-vious agricultural inputs CIPs (ana tne projectea impact of the new AEPRP
p-ogram, inscfar as it is Known or can pe inferred) on:
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Credible, independent evaluations, will I believe;‘bg very important in future

subcommittee responses to proposals tor non-project assistance in Zaire. And,
as we were assured toaay, they will be just as xmportant to AID and to Depu:y

Assistant Secretary Sstacy.

We greatly appreciate your coope:atxon 1n helpxng to resolve tnis difficult
issue,

.

With best wishes,

Steve Weissman
Staff Director , . , o
Subcommittee on Africa, Committee on Foreign Affairs.
House of Representatives ‘

CuBy.



COPY
September 16, 198¢

Mr. Steve Weissman

Staff Director

Supcommittee on Africa

U.S. House of Representatives

Dear Steve:

I have had an opportunity to?teview yc ir letter regardiny e Zaire AEPRP
program. Your letter properly reflects our understanding *.om Yesterday's
meeting.,

Tne PAAD from the project is being revised to reflect 100 percent use of local
currency generations to support AID'S ongoing development projects. It will
also reflect the limitation on the use ot foreign exchange in this grant for
imports into the agro-incustrial sector. Finally, the annual evaluation
criteria will incluae the provisions suggestea in your letter.

In addition, we intené to move to contract for and complete indeperident
(non-mission) evaluations of the impact of AID's two previous Agricultural
Inputs CiPs for Zaire in FY 44 and 45, It is our intention to have them
available for tne Foreign Afrairs Committee not later than Karcn 1, 1987.

Once again, I want to thank you for your cooperation in bringing this issue to
a favorable resolution for all parties. On our part, we now nave a petter
undzrstan- ins of the subcommittee's concerns regarding 2Zaire. I also belieye
tnel you .noerstana our intentions to use ESF [esources in Zaire in a ser.ous
Ceveloprneént manner.

Sincerely,

Mark L. Edelman
~‘Bureau for africa

LSRN AR



