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EXECUTIVE SUMMARY
 

Propect Title:
 

(U) Project 6bU-Uloo, Agricultural Inputs Support I Program Grant
 

(2) Project 660-0103, Agricultural Inputs Suppo'rt I 
Program Grant
 

(3) Project i,t-Ul21, Structural Adjustment Support Program
 

Pr.le .. .esC : Each grantt 'r.!L finances a comnodity irmpurt .roraimp.Lrenteu h~c. to bethe private sectcr in Zaire. Cor0::i ie. to4r assisttLe agricultural s ctor u. Zaire, prim--rily ricu1... L:andacro-i~c~strv. ; i, .ortant oDbectives ircluce r,,uvc!; ot Zaire'sbalarce of ar,ets e,ceneration localof cu:..c roectsupport, an er.co ra.irz tre GO.. to 
'. p

cointinje its e,:n.:;i ir:lizaon 
Policies.
 

Evaluation Purpose::: reerr.-.ne i'mp.actthe of th; f.-f-t t--- ."antE on thestated oLrective., on tze it,. of sijill f an.c on i..'.:-rl wage-; t:"z - ... 
 g .PriceS
 ana P-oiuction; to oetern:.;' the potential ct of...of t:e C;:..rd, grarnt; and toreview tne irana,.entri ar. irmi:2emeitation of tie r-;ra;:, 

Evaluation mtncdolocv: i.-erviews with se2lecte: ,norters; fJeld trips tointerview ".... . cc111:ici; 
I nterviews witrelevantl ­ n :y :,crno:el; cainL..:',:n a.:; -':- of agricuLra1 

-.. t "r.r Zn -... and c; ra 
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(3) Management and ZImplementation:
 

(a) The ClIP staff, as augmentea by tem.porary cduty contract
 
assistance, is knowledgeable and efficient, out will need to
a large. staff 

market aria monitor tue progran properly.
 

(b) The Controllez 's office efficiently tracks and accounts for local currency yenerations anfl% disoursements; arrival acco.;nting ano en, -use 
checking lag.
 

(c) CIP tran ,.ctiu,.-. thus tar conform tu froar&Tfi cjDect'.vev and ',ID
 
Regulati n 1 reiuireme)'s,
 

(d ) Ti-er.e is u;-ce.-tcinrt. 4;i-ony rel,-va n: ,.. . , Lit 'h 
division of C7P over:r-ht bnd " ' 1.. IC- P cut"t"ly given

tire clost lillageat u C"'. .,icv 
 ...... 

Lesc-ns ear----: Tnere is a no:al ris: or, - -!,md.'.tu*-L O: c, it~n in orafnt C ,.7eerert adyveru an orj~,c~v .' m;ec;-nz e s='euu- ¢ 3 *.:. *.,ocitle5 
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0D3ectives. :r.n,risfi 1s exacerorateo whn, az in Z-r--, t:: c:.: for C-P 
dollars :s n :ea:':;ec a -, S-ziicientLv : .. ... r L;.UY o
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PREFACE
 

This is an annual evaluation of 
two on-going CIP grants (Agricultural 7nputs
Suiwport. Grants U100 ano UIUs) ftun~O tor S10 million each out c..±A..I. IsEconomic Support Funds and the new Structural Ao,,.s urver Cr~i 16 012Z for 315
million, wnici i :ar, not yk-t L'enr r lE~~o AA!i) ±:n!nc .. b .Oncq'iCSupport Funas, it ir part of the ALri.ca BureaU'S A1friC&N *~~~c -lc 

because ot similarities in trie terms, ccor.c.itionb, asn.i cor.ncity cowuty ion0100 and 0103 are eval.Uated toneti.er; the &Mt-.rtial jfirpac C-f 1Lti1 isconsicerea in a sepa~rate .': fu t.'r. *u v it.; f 3~actual iripat. T, , sect., r, on , n ~ ~ .~ _.qSbased on U.,:A':D's expr.e:7.eznc._ 1 L-hi.U?&wi <'~L'.'M,*~~CC:.::' C ztr~n
applicable tcQ the three gzans. 

Tife _'wCc';i.:ittee on A-ricr- of tzne 
 C-. 
 riU~:e t~:4ve:~r
ed

that th-is ev& uazcr tcc..r Or;.-.f .z. . c::C'....:.: f&: ~ 

ef tet~ of r:b( i:!_.. :'t. : ... a I-:ei£cr :m.; ti-


Thu±~a re ao-r eec in sec-_icn.- e.n. 21.
 

Pes: cnr.2'uiaic f or int: -ratiip trie var'.~ ;&t -. eL:- vUa na 
delinet-tI in ttnc sco> e- o,;- wrk was czr:e :Z. jt ofhrzii;:o5.', ' ry11'.& walzuzr g.U--L'iu., .:. :...* - eJnur15, 1987. Th~re.ponsli_rIlity r.as L-'-cri d:shr>......* J* S'geI, a 

Or~te7 t e 2r W'-.0 &:.;V c-r, 4, 19..and 

.A. 4F. Z 

Z, L.. 7. r 

W~i~('IL 

L.. t'. . 

http:toneti.er


Technical direction of the work and support for the tea, was the
responsiuiiity ot Deora kectenwalu, USAID Re~eaLrc ana hv luaLion Offic.er in 
the Program Office. 
her efforts were deeply apprecia:ed. 

Develo ent isct, ., is re!pr.niiLbI i -.- in,al repurlo zft 2e views
therein, alLhujh t.ey rCsu.it frcm the : "Jcinn a :to : y 
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INTRODUCTION
 

A. Political - Economic Framewirk
 

Since gaining its inaependence Lron belgiu, in JWtj, sa.
Zaire sLuered thevicissitudes. o1 a civil war, 
e:treme fluctuaticn 
In de-nn r-,prFices formany ot ilt, most xmportant eXprL ,roo .. cLs, interral ec'',.ic = politicalPolicies which went awry, a crushirig e":ternal d- r.t. :.:, of r: 'n
fiscal conai:ions by trie Internati--,-i :orji tary FulnQ ° 
 tc r'Jt h beenpreoict.-1.e: severely restricted overn:ent ' excnance£, .''vergent exchn :.p .ore. tfi:g ::t ,,incjLtrial $t':L't . ,:,: i '.
 
uncer-pro, 
 :Liorj. Extrt:mie ccr:rctive me.-s.'reE .h , ,..:e ,en -'. 


by n. at 
 tier ret:o . on c-;-,oriyinal o. e , ra pricc. c ,trcj. : . ..-.- 5: wn::'a::i-rie w : cor,. c i it, e t J.27a tion. ::; e.r - "'-1.e uy tr~i' , vao T.,nL i~!a- J ^Win 

,: ' - sitcLz ioCi are :-,c .... .MuLJ.tiJ;.rer a! a :.j i ... "c ' E 
: 4..,:.L. . ', anc otner& uan : i t .7:,az-., y Ln cec .i t..:. ..ha&, i...,'T IVe n .:: w ti tC -DL) r : t % c;, iv e _ tz::r .. ti '.; .:nce 

19%; 1 
a $160 

. L..a 7- . (the 
T.er _ :1 .... C j t . ( ..... ,, . t i ne re ommen detie:,s i c r t ne a-zc ior Qcur -i---cp , t; 

h....... ....... 
 .e reF 
- e3,- t.: c::Ii e-nce.:-i iir,z. 

' -Z. ,..re ~ ~ es":t"" 

.Z . ...... 
CS 

Bes~i4tWviabeDcuc 
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Program 


AID* 

Loan,,",
Gr nt
Grants 

49(j*" 

Title I 


Title II 


Total P.L. 4b, 


,Q ai A:D and
P.L. 4 o 


A71, levels re~rean. 
" ' ¢: . .eL ei a r <;j 

L-11- ~ 
TABLE I 

RESOURCE FLOWS(AID FY 197 Congressional Prenentation)

(ntlial-jrut of doullrs) 

F" !9b5 
 F. 19 6 

(.'cLuaj (Eztia 
 e) 

1 ,i 
 4'a,226
0 12
 

4.L. 

. .,.U0 
 ,0"U0 


591 
 5 


20,,1j 


41,93o i.",134 


;-u ani et±a . ,
e ~ nt a c t :. l 
 - - - " , v VZ!. , o" 

FY>17
 
(:oD:,sed) 

33,15&
1,413 

27,000
 

125'
 

'7,125
 

51,696
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Addressing Zaire's current economic problems has been of 
concern not only to
A.1.D., 
but of the highest levels ot the Depart,.,-s of State, Treasury and
Defense. 
While in Kinshasa the Embassy plays a lead role in the macroeconomic
policy oialoyue with the IMP 
ana appropriate GCZ officials, the signing of the
AEPRP grant has given USAID a significant role as well in that F:ocess.
aio participates; ac,-ively USAID 
at those sectoral level 
 in whjichi itL -ratar,isconcenLrated ­

privatv sectcz. 
agriculture, healt.h, population plkninu anc, increasinqly, theaie tt.ree Cl' grants coiL'ri:seC UJt tOc.a
oassistance in fiscal year 19L4, 33t in FY 1985, ana 

U.S. economic 
55t in F1.I!l 6 in additionto genera inu significant amounts of cou.rpart for project sul,port.
 

Overall, the evaluation te .mwaS rr d 
 wtese gr:nts are succeeding.... 0-. . se D ."g.-, .. . a e su ee Ing
in meetina tneir several c. E.. t-ng1 e of Ussuppo:t for 
Zaire's economic liier 
 :.on p.i .
 n- tn.
Pr.SS.. Ly t rL zri:,s beings an 
.. .in of theAEPRP grant Decause the aovernment n&E' no: fi'2ly cti.vr.e :-, t condO'ions

concerning ex..'h&:,E t -e-4, 

Tne Gu. ;,rice iir.eralization policies have ,au a s-_.- .....
agricultu:a! prou..ctlon ,,t y al.owinc f rate prics to respon.; A:eely to
marKet torces.
 

Tne i, or ec coLJ,otiL or tnei: en proaucts a:e availaLble in nar:y partstne coun:-v anc are c:ntriouti..,c to the w"L-bei.in of t. 
of 

sl, "ruer. Therural poLla" o1 is the airect Dene-ziciarV C;f t:le Jjor:ty of li .develcpent projeots, for wr.icrh the local currency suj-z.rtincreasinQl.. 'J, CIp ir.-:.O:ts. The AEPIA' 
Will .egenerated

qrar:t, wi,ern i.. e,:etecJ, w.l
contriboute furrther to those nenetits.
 

More raL c orsc.Ze:-. o: tihe ra. z is necessary, nowv':r, ;;n suggestionsto acrieve n'*::- ra~e_ are in !X.Vn *e:;.e:z: Of:.,oC thr Pr. isetz:"ien" ' lurtne: Z.a.: e o-rces are reAi; t:t:, . ;i is to be 

/3 

http:suj-z.rt
http:w"L-bei.in
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I. 
 EFFECTS OF PRICE LIBERALIZATION ON THE AGRICULTURAL SECTOR
 

For over two aecaues insufficient agricultural procuction has been a major
obstacle to Zaire's development. The primary 
cause lay in domestic economic
policies. 
 Since 1979/bi these policies have been tempered by the
implementation of 
a variety of economic linerali7ation measures. 
This section
examines' tneir.eLtect on agricultural iarmate prices.
 

To determine the current status of producer prices, a team headed by the
evaluation group economist miade 
two week-long field trips to USAID's main
project areas 
(Bandunau and Shaba) to interview rural- and u'anr based
farmers, merchants, government officials, aia representatives -! development
 
organizations.
 

A. 
Evolution of the Liberalization Policy (Thnse interesteo 
in a
comprehensive history shoula read Kinshasa 3207 February 85 and Kinshara 16931
Novener be.) 

Tue government 
traae its tirst move toward economic liberalization in November
1977. 
 Aware that Zairianization and nationalization1 
had proven
counterproauct~ve, Presicent MODutu outlineo a new program of economic
revitalization 
 emrnasizing ae-Zairianization, political decentralization,

anc economic liberalization. 
 But beyona the initial measures of
ae-Zalrianization, few other meaningful steps were taxen until 1-79 when the
Ministry of Economy removed maximum tarmcate prices ad replaced tnEm withminimum prices.3 This was an important step iorwara 
even tnough it was not
 
applied countrywide.
 

In June 19bl, 
reactin. to tne continued misinterpretation of price floors as
ceilings, the 
iinistry instituted general price lireralization measures which
treeo most faZ.;,"ate prices except for 
"basic products": corn, cassava, rice,
and a few cash crops
nieasures-Z S jM"- e (cotton, palm oil, and sucar). 4tr" i:-trI:O Although thesea S- .. z tne nareir. of ran l rlcuitu-al proc cts, tie sane ­problem of misinze :e tion persistec tor Das.c j.roduc= unt1i the aovernmenz
freec farmgate pricts tor tnose Pj-roCucts in 19eZ.-

B. Ge n ;--'aE ?Cc ... Lr f e c ts 

Tue impact of the !ioeraIization policy becanxe readily apparent heginning196A. 
 Frocuce: prices increased markecly (Table 4), 
it. 

although consumer prices
lacgec (Taze 5, , 7o cue to restrictive monetary and credit policies imposecb tne iaant of laire.b n aetweeneemati z:.occer ano consua.er pricesdiminised, just as it tad for manufactured good. A large scale shift of
 

Foote-tc an, tar..Les appear at. %e end c.* i 

http:consua.er


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 of the year (Table 4), reinforcing the general shift of 
revenue from urban
 
to rural areas.
 

The Ministry oi Agriculture's monthly reports on 
the marketing of agricultural
products show that after a sharp rise at the end of 1983 (following
devaluation), agricultural prices began to stabilize in 19b4 
(Table 5). Since
1986 consumer prices for agricultural products have been substantially lagging

beninc the general consumer price inaex (Table 9).
 

In additinn to available production statistics (Table:. 2, 3, and 8), 
the-:e
price prc,.ressions indicate that within the last two years a general
equilibrium of supply and demand has been reached for most agricultural
'prooucts. Empirically this seents confirmed by the absence of extreme food
shortages, the decrease in erratic price fluctuations seen in prior years, and
fewer imports of staple foods (Tables 5, 6, 7, and b).
 

A World Bank-financed comprehensive study7 prepared by the Ministry of
Agriculture in 19d5 evaluatea the effects of the liberalization of
agricultural producer prices. 
 A team of researchers surveyed 2U7 companies
involvec in agriculture ano 7b4 inaivioual farmers. 
 The survey revealed that
almost two-thirds of the farmers had increased their production. This has
also been confirmec by reports from the Ministry of Agriculture's evaluation
*of the Agricultural i(ecovery Plan.b 
The study concluoeo that despite some
isolated 
areas where farmers were unaware of new liberalization policies, a

majority of farmers stateo that prices moved freely.
 

C. Specific Probleis in the Field
 

Price fixina. Farmers, traders, 
ana GOZ officials in the areas 
visited by the
evaluation group confirmed that prices were generally uncontrolled and 
rose
with demana, especially toward 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 liberalizing prices, pointing out that the 
new policy encourages
farmers 
co increase production, as opposed to the past when farmers become
Qiscouraged because they had to 'sell for practically nothing."
 

In Kabongo (Shana Province), 1966 
was only the second season in which farmers
and traders freell negotiated prices. 
 in many areas, missionaries encouraged
farmers to hold out for 
a better price, an action whicn 
under the previous
price control svste,., would have reer, consicereC illecal. 

On the other 
hand, traders anj covernment officials in 
some areas asserted
that "tn 
 official jrrces' were surictp. ap~iieo. The Commissaire de Zone in
Idiota (Eandund 
Province) ano his Price ins:ecor made reference to 
an
 



official decree with reference prices, but they were unable to produce a,
coPy. but they also aanitteo tliat this price list was not actually.

fcllowed, that no one respected the reference prices, that prices increased
snfs.a1y towird te eino oi tne season, and that they dia not fine anyone for
 
not adhering to these prices.
 

Two vestises o 
 price controls appear to be alsappearing, exclusive buying
 
zones ;ricd i:andatory cultivation.
 

zones. 

at t.ii;.."- were closely zneld in the past. 


E!ju-ve b-,- .,c: Permits to buy agricultural proaucL., in a given area

•-s Exclt ;ive buying -ones
were -h d: iy Local aut:h.ities or by the tradei Ives. Butwi;,i the c:,c.;;z. n p,.acer prices and production increased, and


ex:!sv:J.: wers! J±, longer s%-*Z:nlicaily alocatec. Thus,co.~titioj a:.-9 .s increased (see z3ectioir D) and their profit margins 
. r:i - t. ir reii.te areas it is pernr-pz unlVCa1ze tnat sometrrc:ri cr%.nue t:,e .r occl monopolies in buying acricultural pro~fucts.Sm ; ... 
 crvxr ct %e Ohiy L. ar:ia:.,und Lr1,e r v.ila jes bea.sesociD-cuk,,al riiers 11 permit traCe wIth o:her0o'" 
 cr cla .
 

r cu 1.-:.,o:. Tre e aipractice of rrant-r:y o: lmr'osec
c'ia:ve*.o,;, ­ -
iw aiic e..fcrct..j by tme acriclUt.r:dl e ,tens-n 
serv ' . . pr~cice of ma'r.caorv cItI::ion .a fact ... ~...c.. .t: !, r,,ta c X b. G0Q irn the past were tuc0 Jw and didSiaz:,ers f-.":cin for trne market. vit- prices moving freely',£a~ers ,ow h-','e ire;;vm t procuce, mahinz mandatorv cultivmtion measures ....., 
 t .,z 'LiIi te.ist, wn.er tr,e cultivation of 

"Df.lot7r rr iX.. . -r-. a r f.. i, 

. . . . . ... ,..-.. . . . ... .1 e 
'C
 

"-t" 
 . C' n .i.. 

i o- , 0r 

C O '- "' ", . -,. 


.. . 7 . t :t0r 
--.'11 


- .,e
 l-' 
. . ... 
 .. ' 

:e t Al
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their exclusive interest and ncurre of income. 
 There will be a certain price
 
ex c: tie rw p,.cie- as co:;, titaon amony Lraaers forces out the more 
ineft. icient or "" L . .r... 

-iio-. tne sole aeterminrnt of farmqate 
:JaL L-0(16 e:c- a:desr i .'. . c ri ra to the S urces of 

rC.: Lt-C--- I V .6,- --. iC"' n1.9 o oI.ficial interft r e ce in the 
maL'k :: r(I,-. &.:pj e .-. . r . .-Ioc:Ks set up to impede the travel 

e- .. .. ,, t! ¢,I. . c r'edit traaers '0 z t t,z: . : r Lu-e:, t ~ce ,o hampers 

.' -- ' n- ... 1 rulaLorL a.-,c potec:.ionrc"' . . " .> " .c '"r~rc.. C ,....t. ) ni&riv a.rc r,o " . a s , 'te. t o eur ,n. . : ,. . 

-Lt~r,;,. . . .. . .' :,,'" '. :. .''.:,, . ' -' -' , ,& r.g't %i- C CL:±cG D O uSerV' inl 

. s e." 

t .. ... ... c e n.... ...... o.., 


* ~ . . -.. , . .. ,; 

Ca L i 

,C i. Z. . . . %st. o f, 

. .. L 4,. C . 

c . .. . '. ,. "r - '. . 

:~~~~ . . c. h e 
- r. t. 

t n . E 0.1 L' 

161 
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Thia im'-pct is felt more clearly in areas with easy access, more circulation
"
0! tr-ir., a where us-v: ..ment organizaLions ­ both public and private ­
ar: Ecv-.. Tne ..tter plA an ;-'TIrtant role in protecting farmers against 
ac I,:.,trativ -. and expulitztion ,-'trae r. 

"i.J.',! .OVPt, .he rL!':I;.l rr;i- n'twccr., of ten a- a result of USID projects,
Co..t. . LS et.r9ar.-a y t U imL zn'Inc.: rr i 'iraciurs now a[ppear in areas 
w.-;:,, -. -. d e: .
...I.. but :icc' liIErLlization i3 alsoe,:"...
. D : .: L: .:.: :, 4::j.i ; i {; p r i c e-. ciftz t en ti a l s ac c o r Qding to 
the cist;..c . L wctn procuc aro*a s.: centers of con-umpLion. 

Co;. e re, t:C.c:'z . :z.-:: , . bc-forc 197.,1- , progless macei ... ,. .-. ,t' c.be s:z ved.
 
' 
 ' 
 - . ,..~E: ,,.- , ;u..i ties to
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1. In :l, a-l foreign o'neb-enteprises in agriculture, trade and 
.: .i J.-n. r~ :J setor €were nand.ec over to -elected 

Z•I" ri.-:.. ':a io:, .u prevJ01:.F owners wr..s p mi-ed over a period of ten 
-,j:-, tL Dle LbrcOiir.,l~ e urctr t :e n: owner.
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TABLE 2 

SOu :1: 
TABLE!" -- ZARE
,allr- - - - -

t-O" "-"".-.£ .. ": . 7
ROI3UVTION B, ---OMHOD.Ty VALUE AND- IrjICE OF Ao-ICJL!I:ULCO-MO TY ROQf AGJ. flCh :]tJPRICZE " ". - E 

WEIGHT 
107G 1S0-'O77 197DOLLARS 1979 -.­

- .. OCJIErnlc ..WHEAT _ 1 
- 153..3 

RICE. PADDYCOON 51G 213 2 12 3 4 5
MCLLET 13 3 -"- - - , - "1 

21. 214
PULS 507 5 I0 51 21:3 2.0 -S 500P U L ST E S 87 28253 ' 2 6 8 54 53'. 413 53'c ?101 OPOTATOES 14 ! 3 G " ..,370 6

*3 i. r, .: ",, ," ,"50 
SwEETPO TES287 

"3 :1 - ":, ""-
V * . *: ! 7 0 

11133 37-COTTON. 11.05 11.276 10.090204 1.57 !; 3j :.c,307 12tid ?3ba .. Z.;.I30 -. 13.i._p3i.y,
CONGO JUT C 
 716 4-
9 ;00
3-0
026 1 0 1O
COTTONSEED 


425
PEANUTS 4IN SHELL 4 315 20 
 387 

36


SESAME SEED 1_
 
CO F F E E :30.307BANANAS AND PLANTAINSOCOA BEANS :3231 . 1 7 :3 3 1 . 7J3 5 =07_3 4

469 1 . 7 5 23 1 7 ,1t3 . . 1 7 3 02 1 , 1 - . -1 883 0 . ,- . ; : "; . ; 01 2TEA 8"6 O375
87
G39 -79S 85 5 344 9:.4 86. -o 90 
h4 

so.
RUBBER 855 5 G 7 .. CSUGAR. RAW 
 63 27 
 31 301 21 2 !
 
PALMPALM KERNELS 54 1 2.
50


OIL 49I 4735'3 I 254 - 55 1545 - 5195 -,1 
BEEF AND VEAL :3 1. •6 24-1..3~jP" 2 . ­62.432OATKE 2 ' I 0 

1.902 
 " 7
POULY6 7 
 7 
 7
5 ' 7
27- 7"
27 7
27 
 27 ­27 
 2
POULTRY io
MEAT t
2. 148 ­13 13 30AGGREGATES OF PRODUCTION 14 1. 14 29_4 1
ILNOAT',.., -3
 
LIVESTOCK . ~~MI D OL L A R S A T -7, j 

3L) 30L L IO N1 459.6 4.454.3 4.531.2 
) I 

4.393.I 
 4.637 7 4.7413 a.932.6 5.875
LIVESTOCK FE . t . 3OC F D-5.11 r.117.9TO CULTUREEDUCTIN--O 15.5 4 8 1G .C 5.:35.7TOTAL AGCULTURE 19. 167.0 6 *1 4. 1 .
4-9.2 -9.8 164. 4 . . 3 .
4.61S.2 -10.0 IG9.4 176.9 .1 !.A' 
4.54a. ! 4.777.. -IC.G -11.2 -372.7 4.2 "11.7

TOTAL FOOD 4.G09.3 4.68.. -9.8 -10.1 11211.2 -I,- !- . 7:. f . 3351.7 
4.545.5 4.535-7 4.307.6 5. It, 6 2?S.? - ) -I*. -1:3.04.616.3 5.r.
4.485.4 ,...4.718.5 .:..j4 -3 S ;07 5. " :INDICES OF PRODUCTION L. 559.4 

""9-5 

CROPS 
 5.470.7
 

( 1976-78 ,- CO)
 
AGRICULTURE
TOTALTOTAL FOOD 

1001001102 
F0 100 
 102102 99,
.99 104104 
 3071 
& G I U : T R . 

1 
11. 10 

99 1 10; 112 - 1 G
PER CAPITA AGRICULTURE0 120
1E.6Pr
102 a .; " - II. 120PER CAPITA FOOD 96 97 
 98 100 10110 102- 1210 25102 9G96. 
 97 
 9 l 0 t 
 1C' ­ - " ' 
 97 

INDEX OF POPULATIONPOPULATION,, 01976-78 24.477 ood 100.0 17- .6 1..3 121.2 12.97.6 99 -9 102-:5 10s' 3 ... 109.0 111 7 
 115.4- 118.3 11. 2G 
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TABLE.4: 

Selected Farm-gate pr.ices 

(ZI~i. currert Prices) 

Proaucts 

Cassava cossettei 

Corn' 

Rice unhusked 

Peanuts in shell!; 

Dry beans 

1l9 

.6/.7 

,/7 

1."5/2.0 

3.0/5.0 

l.L/i. 

,12." 

07/,2. 

17.5 

19b2 

2.7 

.. 

0 

4.[ 

6, 

f 

4.0 

4.U/t.U 

44.0/5. U 

0 

1,.0 0 

Source: L)e r ,Tnr.cf Af:ricul.-re and !:ura1 
Direction of m.-tS, cc- and C, 6L 

r" 
c-.• :j .. 



19U6-AVEHAGE HOI4THLY RETAIL PRICES "I KINSHASA r." s
 

'Onodities 
 JAil. FED. HiAR. APR. 
 MAY JUNE JULY . Sr. 
-assava (Uriea) DEC15.60 15.73 15.01 14.51ellow 13.77 15.U6Corn 14.C7
13.97 14.78 14.46 1..ut, .±.11.43 .i9
10.83 13.59
eanuts (Shelled) 8.93 9.79 F 10.25
35.67 2t.0', 22.9u 10.42 . Ju.tJ30.39 26.63 26.06 9.612(.61 30.51 2J!:, 31.:
oeanu.s (Unshelled) .)3eans 12.93 26.23(White) 15.88 13.U0
35.62 22.63
3k.72 30.48 14.18 15.22
29.22 1.E6
,-ans (Colored) 35.70 ' 43.45 2.2 1 .24.93 24.58 24.56 

42.46 4(.-77 39.'j5 15.5523.21 .1..7a
.antin 28.20 31.29 52.2831.45
11.32 2C.39
10.16 10.49 11.45 30 - ;: 42.58-rnanas 11.15 13.17 46.13
IL.I-
12.76 11.64 10.94 19s.19 16.4t 8.i..10.01 14.14
-zissava Flour 11.83 13.84 17.071b.22
16.28 16.49
17.b3 13.96 14.55 1"..4 ,2.
15.23 15.73 ,5 13.25
-orn Flour 1",.n9 14.8727.75 31.80 14.31; .
23.31 11.02.ice (Local) 21.84 24.82 25.55 2,.99 14.72

22.49 20.26 19.52 22.21 22.06 '1.I. 22,66Its.5u 17.94 25.95
ice (imported) 18.07 19.48
38.30 16.33
25.78 26.90 20.10 20.7 K-: 1 19.93
Al-m Oil 19.76 20.21 20.02
2..12
27.UU 25.34
27.00 27.00 31.00 31.00 ). 9.. 23.70-issava (Tuber) 3U.b0 3u.ts09.02 8.29 Jb.UO 38.uu8.37 8.47 ;tG. 2 |.Liuassava (Prepared) 8.56 10.76 112. io 

co 28.00
13.60 15.27 10.99 1(0.21
13.47 16.95 13.83 a.7 &.19 7.4713.35 
 13.98
6.13 7.01 6.96 

41 1,1, 13.03 i:.o. 1..746.93 12.65aeet Potatoes 6.06 9.14
11.07 10.69 12.3; 1U.H10.42 11.49 b.;6 G.693,wtoes 12.03 11.10 7.2218.71 1 .22y1U.69
21.01 22.53 10.44
31.07 33.69 47.65 1.AJ2 9.32 8.41
ot Peppers 42.7 
 41.66
24.67 26.31 27.50 36.50 46.17 ,,,.'1 3. 65 38.38pinacb 22.83 25.40
8.24 7.98 19.37 23.8] 21.2:,
8.10 2..:

.rrel 7.13 8.84 8.71 9.72 2,.2" 25.23
11.45
8.4d b.84 7.65 8.96 6.12 6. 19
10.39 8.80
:juash Seeds b.71 10.J" 1444
40.33 21.57
37.40 22.3z
47.81 47.79 1 .,60.33 15.93
60.80 
 71.49 
 74.53 6r.,I .. 2 
 5" dO 61.10
od Price Index 
 lU.33 
 100.18 
 95.74 
 99.UU 
 9d.42 
 112.20 
 115.73
.Base 100 - 11/1984) 1117." 11. 6;i 10.75 11047
 

•ource 
 Department of Agriculture and Rural Development

Direction of 
larkets, Prices, and Credit Campaign- (DHPCC) 



TABLE 61985 AVERAGE MONTHLY RETAIL PRICES IN KINSHASA MARKETS 

Commodities 

Cassava (Dried) 
Yellow Corn 
Peanuts (Shelled) 
Peanuts (Unshelled) 
Beans (White) 
Beans (Colored) 
Plantain 
Bananas 
Cassava Flour 
Corn Flour 
Rice (Local) 
Rice (Imported) 
Palm Oi 
Ca9ava (Tuber) 
Cassava (Prepared) 
Cassava Leaves 
sweet Potatoes 
Tomatoes 
Hot Peppers 
Spinach 
Sorrel 
Squash Seeds 

JAN. 

13.33 
9.58 

26.16 
19.22 
52.52 

40.39 
17.35 
14.52 
14.36 
24.15 
19.32 
22.67 
31.25 
9.46 

12.59 
7.63 

10.16 
45.59 
67.7b 
9.83 

15.58 
68.87 

FEB. 

14.14 
9.43 

24.19 
21.12 
46.53 

32.88 
18.17 
16.08 
14.17 
23.35 
18.49 
22.54 
3(.e5 

9.60 
11.85 
7.56 
9.9 

62.40 
12U.83 
9.71 
16.03 
71.84 

MAR. 

14.16 
9.58 

25.62 
23.66 
44.UU 

33.40 
16.18 
13.68 
14.9U 
25.75 
19.35 
22.81 
31.25 
10.64 

11.84 
8.42 

11.82 
69.30 

1U6.37 
8.54 

15.b1 
71.71 

APR. 

13.61 
8.92 

26.62 
26.91 
46.7u 

35.70 
16.12 
15.20 
13.87 
20.05 
18.77 
23.08 
28.00 
8.58 

11.18 

8.17 
10.70 
67.91 
97.36 
10.63 
14.93 
73.71 

MAY 

13.62 
8.97 

29.06 
23.91 
52.29 

43.85 
17.19 
18.15 
15.43 
21.31 
19.24 
24.00 
28.00 
9.53 

12.71 

8.46 
9.46 

57.40 
72.14 
14.01 
20.99 
64.06 

JUNE 

14.38 
9.43 

35.87 
23.01 
60.7b 

43.12 
16'.02 
17.82 
13.96 
19.81 

'20.54 
24.23 
28.00 
10.55 
12.83 
11.97 
11.66 
57.08 
59.46 
19.75 
28.33 
78.13 

JULY 

12.85 
9.67 
37.03 
27.41 
6U.43 

38.45 
lb.45 
16.59 
11.97 
15.56 
21.80 
29.60 
34.72 
12.20 
11.18 
14.66 
11.44 
53.99 
77.18 
15.09 
42.10 
87.27 

AUG. 

13.62 
10.23 
50.02 
28.66 
54.25 

34.61 
15.59 
17.20 
11.21 
12.34 
24.70 
30.08 
34.72 
11.99 
12.44 

15.35 
11.88 
46.00 
84.91 
14.56 
42.42 
92.17 

SEPT. 

14.61 
10.71 
56.63 
33.33 
54.11 

34.42 
17.77 
18.51 
12.30 
18.18 
22.58 
26.15 
34.72 
12.80 
12.60 

16.72 
12.09 
38.05 
97.77 
11.83 
33.51 
93.61 

OCT 

15.55 
15.90 
78.54 
39.74 
54.68 

37.77 
20.49 
19.48 
13.84 
26.20 
22.23 
25.38 
41.72 
12.83 
14.19 

10.37 
13.54 
34.11 

111.10 
11.68 
32.57 

100.24 

UOV 

15.92 

20.38 
83.96 
41.36 
56.35 

38.63 
23.67 
19.60 
15.64 
35.13 
22.04 
26.49 
46.45 
13.18 
14.84 

10.92 
15.16 
33.60 

123.33 
11.66 
33.76 

110.87 

DEC 

15.80 
18.40 
75.4 
41.44 
57.21 

41.54 
21.92 
21.02 
17.02 
33.7 
23.42 
28.82 
35.07 
13.64 
15.19 

11.11 
14.38 
39.51 
78.83 
14.80 
32.45 

122.47 

Food Price index 

(Base 100 - 1/1/1984) 

122.24 134.41 132.18 128.63 129.13 135.45 139.37 . 141.74 145.59 157.07 166.68 157.06 
-. 

Source Department of Agriculture and Rural Development
Direction of Markets, Prices, and Credit Campaign- (DHPCC) 



4 - TABLE 7 

19 8 6-'VERAGE MONTHLY RETAIL PRICES IN KINSHASA MARKETS 

Comodities 

Cassava (Dried) 

Yellow Corn 
Peanuts (Shelled) 
Peanuts (Unshelled) 
Beans white 
Beans Brown 

Plantans 

BananasCassava flour 
Coran flour 

Rice (Local) 
Rice (Imported) 
Pala (sil 
Cassava (Tuber) 
Cassava (Prepared) 
Cassava Leaves 
Sweet Potatoes 
Toatoes 
Hot Peppers 
Spinach 
Sorrel 
Squash Seeds 

Food Price Irwex 
(Baa. 100 -1/1/04) 

17.18 

21.13 
b5.3b 
35.85 
57.2e 
42.52 

27.u? 

21.7917.35 
36.70 

29.83 
35.25 
34.68 
15.05 
16.28 
11.10 
16.04 
32.68 
69.70 
14.82 
29.84 

140.50 

1.1u.U-

FEB. 

l. $Ui 
15.39 
56.35 
29.O 
51A.4 
37.* 

2b.33 

22.4317.09 
33.85 

35.18 
43.14 
36.45 
14.94 
36.10 
12.60 
15.54 
39.23 
63.27 
15.65 
3.52 
147.68 

157.u 

1o.7b 

13.52 
!6.b7 
30.03 
51.11 
36.29 

25.32 

20.3517.31 
3 2.2s 
48.18 
58.07 
35.71 
14.35 
15.27 
12.37 
16.55 
57.11 
44.72 
12.86 
31.31 

141.95 

156.!Ou 

APR. 

16.46 

11.87 
54.99 
31.79 
54.9b 

35.60 

k5.27 

20.7217.o3 
34.00 
32.7j 
38.54 
35.42 
16.20 
15.45 
12.57 
14.91 
67.83 
41.33 
15.27 
35.99 
149.99 

153.54 
1 3 5 

16.3 

11.80 
49.11 
32.35 
56.97 
36.04 

21.30 

19.29
16.58 
30.06 
27.89 
32.52 
35.28 
14.63 
16.62 
12.48 
13.82 
77.65 
30.87 
17.31 
36.52 

154.91 

1 .16.z2 
4 . 21 

JUNE 

18.07 

12.16 
!4.)l 
35.43 
bu.55 

33.U8 

23.97 

19.93
17.38 
30.62 
28.14 

31.23 
35.36 
13.43 
14.73 
12.59 
11.8b 
81.68 
34.12 
17.80 
3S.U4 

149.80 

151.40-IS 
1 

JULY 

15.64 

15.27 
80.32 
34.99 
59.54 
34.71 

.5.43 

21.64 
17.09 
32.56 
26.16 

28.09 
36.b4 
12.31 
15.41 
1-.59 
11.48 
64.-9 
4J.36 
17.10 
43.0t 
155.26 

5 . 

AUG. 

15.88 

14.63 

61.90 
37.49 
54.9u 
33.63 

24.90 

22.71 
16.41 
32.27 
23.61 

26.01 
35.01 
11.61 
14.86 
19.12 
11.16 
47.59 
63.79 
14.96 
41.72 

146.86 

154.8U 
5 . 01 

SEPT. 

1b.81 

15.42 

64.66 
38.54 
56.35 
33.29 

27.49 

23.89 
1b.84 
32.39 
13.34 

26.54 
38.25 
12.52 
15.03 
17.21 
11.85 
42.90 
74.67 
13,41 
42.19 
153.79 

1 
] 

O(. T4uV 

-------­

-DEC. 

Soice bepartuent of Agriculture and Rural bevelopmentDirection of markets, Prices, and Credit Campaign ­ (WFCC) 



AN INCREASE.IN PRODUCTION 

• 
AGRICEULTLWL PRODUCTION 

PRZCIpP-j COMMODITIES 

' I.l 

cassava 

II 
0*-C2X -peanuts 

EP i 

__ 

.3 

LS 
L 

Ll 

TABLE 8 

EVOLTION OF RETAIL PRICES IN 

KINSHASA NARKETS 1980- 1985 

I L[G'EO 
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1980 
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Uf. XMPACT OF COMMODITY PROGRAM
 
A feature tiiat r.istinguishe's A,1;, Program assistance from more narrowly
focused prc>:ct assistance is the many goals and objectives, sometimes
confli.cting and occasionally unarticulated, with which program assistance is
burduned. 
The grants under review are not exceptions.
 

A. TT.: onil;n , P'Tationrle 

The Grant AZcoenient tor GIOU 
was signed by the Government of Zaire and
USAa.,D. !uly 11, 1964 for -i3 million and amended Septemoer 26 to a total of
$l'J rfUlion. Tne PAJ.D set out the following specific onjectives:
 

1) 11-) finance foreign exchange costs of imports uec ,:.;ry for the.rJ4:eting and distribution of .oodstuffs. (These '.jectives
onzfo-ed to GO 
development priorities.)
 

2) 
:'tiaulate local buciness in American commodities.
 

3 
 '-uoport joint USAID-GOZ initiatives and policy dialog efforts by­, local currency generat-,ons on priority USAID and GOZ_ro3ects and acLivities. 

4) heip ..
eet balance of payments gap.
 
.n- were n cc~rditicn 
precedent to disbursement or general covenants linked
U =n=C r-icz.n 'Veasures because the GOZtowar:a had taken some difficult stepseconci.,ic liDeralization prior to signing the grants, and the linkage
between i 
 gxant and these IMF requirements had been implied 'urinq
grant negcti;iuions with the GOZ. 

the
 

......Ac...Z, was 
signed July 30, 1985 for $10 million.
* 'jective are The goals anduim¢.t identical to 0100 and the PAAD notes that conditions
reccrrent .ned to rci icy changes were again deliberately left out -because of.ie rearr;s c..j 'eady atuacted by the GOZ. 

,oti- tnat;.stze to weet the goal of rapid disbursement, USAIDsee- u- . of would~'., t-e 1,:re: importers and strive for transactions over,,1.S'lal- w.,e to be the ultimate beneficiariesofcur .. , n ,i - localral projects and general improvement in thea r'. "u!u-.". 'ctor, but 
wert not the intended end-users of the commodities.
 
Not a:ti,-.uated 
as an oblective in either agreement but the subject ofConti- c--aloqs Detween the two governments, was the desirepreaonL th.i GG*; a tz.n_,bie symbol toof U.S. encouragementcOULse o c:.mic -efor; to stay the difficultit haa embarked on in the 1980s under the aegis ofth$ 1,!F, .'i r ot-worthy tnat this objective is notleng;.h n t1_U*1 '_?AA, only discussed attut mad,% a covenant in the Grant Agreement.) 

-..... t!,Lec.', com oncr.t: -Eac. 
dollar expenditures, importation of 

e or1.:local c :r,.z'ciez7.n- torgether, ha. - each z whicn,an i;Dortant inpactbet.e-r on the economy. The process- "ich Cur. rXp.z.uiture tne doiiars, wrAcn simultaneously triggers
local curren-: depn::irs and cnipent of commlodiies. 



-28-


Be. mpact on
S mall armers
 

If rapid dollar disbursement were the single objective of these grants, A.I.D.
could have chosen a fabter method to achieve that goal - a wider commodity
list or o0l lar purc.sc of 
local currency for project support. 
 But to insure
the of.i.rity
0f A.I.11. 's resources, the collars are used for importing
ayr± .-­retea pr!aucz6 throuS!, the Zairian private sector. 
 Two aspects
are e%.Awined in tni 
 re.iona- av:ilaoi4ities of the commodities and thedi; ,,,yv... Lg'mers oi Zaire.on t;.- The impact on industrial wages
is CO_,.r:'Led :n Sec-.an C belov, and on GOZ balance of payments in SectionD. Thn c, 3'(2tie5 in.irten (c:- .pproved tor impcrtation) to date by item and
amount Lnr.!:;." both grant6 are as follows. 



TABLE 10
 

USAID/Za,:e Commodity Import Programs

Breakdown of Approve Transactions by Importer and Commodity
 

PROGAM 660-0100 


;mporter 


Goodyeear 

Chanimat 

Chanir.al 

Chanimat. 

Cuanimat 

Ch nima,

Chanimat 

Chnimat 

sccimat 

Sodimat 

Sodimat 

Transmac 

Bia 

Bia 

Bia 

Bia 

Bia 

General Motors 


TOTAL 


Amount 


(4tJS)
 

4,487,147 

70,201 


130,859 

30,047 


-258,67 

129,226 

223,050 

308,518 

60,999 

31,375 

45,160 

320,145 

434,542 

24,072 

21,602 

63,126 

614748 


282,539 


6'883,043"
 

PROGRAM 660-0103
 

Goodyear 
 .
 
Goodyear 2,350,000 

Tisr"in 42,524 

Daipn 215,331 

PL4 04s7s 
A.mao 
 75i8 
B3a : 4,228

Bia 
 25272 

VAP 528,100 

Chanimat 37,151 

Dia 63,689 


4'0.q84

Aunato i ,927
Afraze! 24,524 
Sotorina .42,016 

Carto-Zaire ;i1,255 


'TU. 5,3?9,712 

As of 2/7/87
 

Commodity
 

raw materials for tires
 
marine engines
 
generator sets
 

transceivers
 
graders
 

compactors
 
wheel loader
 

bulldozers and spares
 
generators
 

water pumps
 
marine engines
 

spares for trucks
 
graders
 

diesel welder
 
marine engines
 
rotary cufter
 
hammer mills
 

spares for trucks
 

parts for tire mach.
 
raw mat. for tires
 
raw mat. for sacks
 

animal feed
 
spares
 

raw mat. for sacks
 
rotary cutters
 

generator
 
extrusion machine
 

spares
 
hammer mills
 
water pumps
 

spares
 
tubing for refrigeration
 

logging machinery
 
raw mat. for packing
 

* These r-.gures represent transactions approved by USAID and tne GOZis
Department cf Plan. 
Some of these transactions have not yet been
 
covereu by Letters of Credit.
 

http:Chanir.al
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Regional availabilities of imported commodities. 
 The commodity mix intended
for support of agriculturai transport or agro-industry has resulted in most
ma3or imports going first to Kinshasa or Lubumbashi for processing into other
products which then find 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 ior use outside
 
inlshasa.
 

T.i following table shows distribution on a regional basis of impoi'ed

products or their by-products:
 



TABLE 11 

REGIONAL AVAILABILITIES GRANTS 100 AND 103
 

IMPORTER COMMODITIES 

GOODYEAR CHEMICALS, TIRE MFRG 

CHANIMAT 

SUDIMAT 

BIA 

ROAD BUILDING EQgIPMT 
HARINE ENGINES, GEN. 
STs 

GElERATORS, MARINE 

ENGINES' 

HAMMER MILLS PUMPS, 
DIESEL ENGINES 

TRANSMAC 

GMZ 

TRUCK SPARE PARTS 

TRUCK SPARE PARTS 

PLZ 

TISSAKIN 

BULL ZER AND . 

CULTIYA'OXR SPARES 

JUTE FIBERS 

PLASTItC-AW MATERIAL 

AMATO P,.P.TS .'OR OIL 

MITIJ-EXTILE EQUIP. 

DAIPN CHICKEN FEBD 

VAP EXTRUDIN,. MACHINE 

COPP;T G 

$ VALUE 
(ROUNDED) 

5,000,000 


1,400,000 


140,000 


b0,UOU 

700,000 


373,000 


366,000 


83#000 


. 

825,000 


45;000 


93,000 


610,000 


INTERMEDIATE 


DESTINATION 


KINSHASA 


KINSHASA 


LUBUMBASHI 


KINSHASA 


KINSHASA 


KINSHASA (IN
 

STOCK)
 

KINSHASA 


KINSHASA 


K.INSBASA-


ENVIRONS 


KN578,000SINHASA. 

REGIONAL DISTRIBUTION
 
OF ITEMS IMPORTED OR
 
THEIR BY-PRODUCTS
 

COUNTRYWIDE AS TIRES (65%
 

ON TRUCKS + 4WD)
 

AID Pi,%JECTS, SHABA,
 
BANDUNDL; RIVER FREIGHT 
BOATS;TULACCO PLANTS
 

SHABA PROVINCE
 

COUNTRY WIDE AS CORN
 
GRINDERS IN VILLAGES;
 
COUNTRY-WIDE FOR WATER
 

IRRIGATION
 

BANDUNDU, BAS-ZAIRE
 

EQUATEUR, BANDUNDU 
 -

M:XED WITH 'LOCAL JUTE IiNT 
BAGS FOR COFFEE AREAS.~~ 

RURAL AREAS AS PLASTIC BA 
TET2JE MACHINERY -
TEYTTO MACHINER 
'U:i,.'..SHI; OIL MILL 

EGGS AND CH-CKENS
 

-I!BSH A, HAS-ZAIRE 

C...-W-hE AS INFANT 

-... 

CGL). o-Ttu. a* UNITS 

-FRAMELFO; COMMERCI 
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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
regions 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 thattemphasis is not 
to be placed on importing commodities
directly for small farmers. 
 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 inported to
date a'd the number of importers (12.under both grants) conform genera113 
to
that 2cheme. 
While some $60,000 worth of inexpensive, corn grinding mill: 
nave
been impcrted and sold to traders in villages for gtinding corn for
surrounding farmers, it would be'difficult to compile a neaningful list of
other U.S. commodities which could be imported for direct use L small farmers
in Zaire, still bound to hand hoes and machetes and whose per capita income is
$125 per year. (Rural wages are 
3U cents per day.) As the preceding 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 imoorts 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 development projects, the
majority of which are targeted to the rural populace. CIP generations are a
growing proportion of the totals available ­ 9 1/2% in 1985, 18% in 1986. As
disbursements increase, :tiat proportion will also. 
A further analysis follows
 
Ain Section D below. 


Conclusion: CIP commodities affect small farmers primarily through their
end-products; a more meaningful analysis oC 
the developmental e"ffect of the
CIP would be to consider the usec of CIP-genert°d local cUrr,;nCid.. 

Local Currency Impact n'Ru :al _ev'ormert The two grants wi generateg up to$20 million~in zaires when u! drawn down. Ihat a!r-ur.L b. J ntlyprogrammed Dy USAID and t-e Z*,..the ,.)crity to support AID ozlcpmzentprojects in the agricultural, transport and healtt sec-oZE. 
 17%addition,there is ariother $b-7 million in zaires generateo annually by tie ''z.. 480Title I program.. Tne USAID Program Office estumatez that over 10tl millionzaires per montn are av&ilaDie to USA D from counterDarL ThTesegenerations provice the z ; -irawhich thb wcuiLdGOZ ;,- requiredpay for tne support of US2IU pzrjeczs oit o 
to 

its ez:trertel> :ivht oudget, not apractical aitc:native nuw or in the near fW u:e, 

A qroupi::' of prQ .-m.7.%.c: by c:ttar. r'n- :ils Ote-,, r ral 
sectvr:
 

33 
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TABLE 12 

PROGRAM SUMMARY
 
(In thousands of dollars)
 

Fiscal 
Year 

Total 

Agriculture 
Rural 

Development 
and 

Population 
Planning 

Health 

Education 
and Human 
Resources 
Develop-

Selected 
Development 
Activies 

other 
Programs 
ESF Other 

1985 
Loans 405 
Grant 33,954 12,72C - 11,210 14 

- 4U5 
10,010 -

Total 34,359a./ 12,720 - I1,210 14 10,415 

1966 / 

Loans - -
- - -Grants 29,620 12,300 2,080 5,570 100 - 9,570 

Total 29,620 12,300 2,080 5,570 100 -9.. 570 

1987 
Loans - _ --
Grants 35,300 11,100 1,100 4-100 800 -2200 16000 
Total 35t.300. r 11,100 1,100 4,100 800 -- 2,200 16,000 

a_/	FY 1985 totals include reobligations bf $410 in Agriculture, Rural Development
 

and Nttrition,.$llo in Healtn and $415 
in ESF ($405 loan; $10 grant).
 

Source: 
 AID FY 1987 Conressional Preseh!tat,.on.-.Anne%.'.:i Kfrica, p. 470.
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Projects in agriculture and rural development for FY 1987 alone account for
over 30% of all assistance; when health projects are added, the total rises to
43% Assuming counterpart is expended on roughly the same basis, over 43% 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.I.D. is making direct investment
toward increased output from smal 
farms. This element of the strategy
combines the rehatilitation of transportation, marketing and agribusiness

infrastructure with the introduction of appropriate agricultural inputs
in parts of the sand::ru and Shaba A.I.D.regions. programs suppor- both re.:earch to improve vz.r'ties of corn, cassava and legumeb and loci..
noa-governmental organr:-ations (NGOs) active in agricultural extension
 
activities.
 

'Improvement in 'henet.ith status of the population is the fourth element
of the nrogram. 
A.I.D. provides technical assistance, tra.-ng and
commodities to support the nationwide objectives of a seli-su.%t~ining,
community-supported preventive rural healtL care eliverv '"min close
collaboration with NGO-sponsored health activities wherever feasible.
 

*Increased OutDut from Small Farms 
- A.I.D. investments tc increasesmall-scale farmer productivity and income levels are concentrated in theBandundu and Shaba regions. In Bandundu, four arei-specific projects(Agricultural Marketing Development 1, IT, III 
(66U-UC26, 66U-U028), and
660-0098) and the Are'a-Food and Marketing project (660-0102) are workingto rehabilitate existing transportation routes and introduce i.proyed 
 .
agricultural production and marketing tecnniquez.
 

'A.I.D. is supportinc appliec ac:icu,,ral researc: in bas-c food crops
to iaentify and develop improved varite 
and r.est their £ccet [ility
through a farming systems zpPrcacn. The Applie-
­

. Research ar2 ve..cpentproject ' 6 - £ :. _ e:: d t. le t .:.. e ....... :.. 
practices among : all-­rmurz in the region." 

Conclusions: The future wel f rz of r.-ll fermers ir at Least r
Zaire is ii;.xec to Lb41 SUcc.sful imp'.-Terta:.on Of US./jir-.cq:t.agriculture and health, the sppo*t for islocal -n~ch dependent on cont.1nued 
- or eve.n in.-reasec - ge;:eraions of boca.'. curreov y c-.. . and P.L. 480progran:s. T;:e weliare of al- farmers ic even no:e stron y lined to thesuccess of tne c-xo eznnant'Z ecroIr:,ic lineliz :ion p.v . t &.iculti;ralareas. a.Local c_ _-enc -. [d:,i of maa'.nji "t f:: t% n t ;, ,., 
grants ov~t:1v m, ri!ior. iz ii s i tr ~ ~~ i~,i 

.,,-..
The 11X!.c', 

. 

. 
_ 

11 Lu J" " 

. 4 

Best Avzilable Document
 

http:imp'.-Terta:.on


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 wages 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 non-availability of foreign exchange. 
The Bank of
Zaire estimates the overall ratio of industrial employment to imports of raw
materials and spares to be 175,000/$200 million, or one 
job per £l,150 annual
imports in the relevant categories. With industrial production running at
roughly 50% of capacity, the overall effect of CIP imports on industrial

employment becconmes 
more apparent.
 

Conclusion: 
Despi':e the lack of immediate examples of impact on industrial
wages, a slow but steady growth in utiiz.zation of dormant'ndustria! 
capacity
due in part to CIP imports coula result in higher wages.

quantification of those possibilities would be speculative.

But at this time,
 

D. Impact on Balance of Payments
 

The two grants total $20 million, with combined disbursements ov ; 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 $1 billion in 1987. 
 They must also be considered along
with the $15 million in AEPRP grant U121 and approximately ,2U million per
year in P.L. 480 programs. Additionally, 4n combination with other donors'
new grants ano 
loans, IMF purchases, and deot rescneduliny efforts,
disbursement of these grants take on a somewhat more significant role, if only
.to show a united front on the part of the aonor conmunity.
 

But there is another base for comparison, the e;tiinater 
 private industrial
imports of raw materials, spare parrs, etc. 
 Tne Worlc'Ban: estmates that
figure at $200 million a year. The Bank also 
 that a 4 1lCO million
progrx world aisourse in 16 Tronths and ra. se c,<v;c-[Ly ttilization Ofuefficient' unterprises z, a;',u: 20 t'. . - .:cir 50" to 70%.This contelr 5ivcs relevance to the CIP e±Z~i-,-t ; '', = of p ynents,especially when _oaziderinG total U.vs. ana h ,onc, 4...ista;x.. 
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III. PROSPECTIVE IMPACT OF AEPRP GRANT (0121)
 

A. Principal Features
 

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

As of Fenruary b, 1987, the Grant Agreement, although 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 to all such documents, the AEPRP agreement imposes

cotriitions which requ'l 
 specific actions by the government prior 
to
diE ursement 
of the fu.:-.- as well as covenants to maintain the policy,reform
efforts. The following 
-,squoted from the AEPRP Grant Agreement:
 

'section 2.2.Conditions Preceaent to the First Tranche"
 

"(L) Lconomic Policy Measures. Prior to first
 
disbursement under the First Tranche under 
this Grant, or
 
to 
the issuance by A.I.D. of aocumentation (such as

Letters of Commitment) pursuant to which disbursement will

be made, the Grantee will furnisn written documentary
 
evidence in form and substance satisfactory to A.I.D. that
 
the Grantee has implementea the following measures:
 

(i) The Grantee will adopt revenue and expenditure
 
measures acceptable to AID tnat are sufficient to offset
recently announced civil service salary increases.
 

(ii) The Grantee will nave 
zeviseo the schedule of
 
import tariffs and put the revised schedule into
 
effect. 
 Except as A.I.D. nay otherwise agree in

writing, no tariff in the revised schedule will exceed
 
sixty (bO) 
percent (ao 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
effect 
a simplifiea ana streamlined control procedure
 
for exports, acceptable to A.I.D.
 

"beclion 4.3. Conaitions Precedent to the Second Tranche:
 
Fur.e: Economic Policy meas res.
 

'Prior tc cisDursenment under the Second Tranche of this

Grant, or to tne issuance :) A.:.D. of documentation (such 

37 
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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 estanlisning 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:
 

OSection 5.b. 
 Economic Policy Measures.
 

'(a) The Grantee, through the Bank of Zaire, will continue
 
to use a free, in~erbank 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.
 

1(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 a system of pricing of individual fuels
within Zaire that 
recovers full.costs for each fuel from its
 
purcnasers.
 

'(e) The Grantee will keep in effect during the life of the
 
agreement the reforms described in Section 2.2 
(b).8
 

A blanket source and origin waiver was signed by the A.I.D. Administrator

permitting the entire $14.b 
million to be used for imports from Selected Free
World sources (Coae 541) 
(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.' The remaining $200,OU0 will be used to finance studies and research in
 
support of the program.
 

Gooos authorized to oe 
importea incluae raw materials (includinc petroleum

procucts), 
spare parts and equipment for 
use in the agricultural ana
 
agro-inaustria! sectors in Zaire.
 

Tize evaiuation comporien of 
tne grant includes the conaiticns recommlencea Dy
the subcommrttee 
on Africa of 
tne House Foreign Affairs Comnittee, and are
oei-nc ap.liec as par: of tnis evaluation. 
 (See the exchange of cor:esoonence
 
in Arnex 1.
 



B. Commodity Import Plan
 

The CIP office is discussing a tentative list of comiodities to be imported
under this grant. 
That list includes diesel fuel from Kenya ($5 million),
jute ($75U,UUU), plastic tor making sacks ($1.2 million), agricultural
equipment and machinery ($2.5 million), 
raw materials for tires 
($2.5
million), and miscellaneous equipment ana spare parts ($1 million).
 

The CIP office estimates disbursements could be made within eighteen months
atter implementation begins. 
 Given the history of UlUJ, this may be
optimistic, but the Code 941 waiver should prove instrumental in meeting the
 
target (jute and fuel purcnases).
 

Recommendation No. 1: That the staff CIP canvass the

importer :,.,arket to develop a 
potential commodity list for
 
121, to tu published in the UnIted States, as provided in
 
the Columbia Plan.
 

C. Potential Impact
 

If the new grant does not uisourse at a faster rate than U103, its impact on
balance of payments, on benefits to the target area and generation of
counterpart funos will lag signiticantly. Importantly, such a delay will not
promote the policy dialogue and could influence AID's consideration of future
 
sucn grants for Zaire.
 

If it matcnes 01uU's cisnursement rate (nelped by 
one multi-million dollar
tran; action and another of $1.5 million), then its impact should bi similar.
But iurther predictions depend on 
knowing with certainty what commodities will

be imported.
 
An in-aeptn discussion of the anticipated impact o 
U1l can be found in the
 

0121 Program Assistance Approval Document.
 

D. initial Implementation belays
 

As notec, the tirst implementation letter, whicn would initiate the program,
has not been sent to tne GOZ. In light of 
a battery of policy announcements
made by the Gu; on octooer 
.9, lfbb, the progran was initially held up by
uncertainty about wnetner economic policies listed as conditions precedent and
covenants in the grant agreement would be maintained. As of February 197,
USAID reports tnat, wnile all conditions precedent to disbursement have been
met, tne GuZ appears to nave aeviatec from two policies whicn it had agreec inthe grant ag-eemenz to maintain: a market-determined official exchange rate, 
ano tull-cost pricing of petroleum,products. 

Between Fer.raar, 19o4 and Septemner, 19z, Zaire's central bank had set e a ra:e2 on a a ccordirnu to freely foatinccomherciai :.an; CirzcQ 196,ex:cnan e raeS. :Ztorer, however, the centra..l---.e .d tne_,.y :ind 
 Mar4et aepreciatio; cf; the
cur:en zo., .,r
re ... . o'.;of 1C oter' I on o.-cmc .Id', pe:cent in Fenruary, 
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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 AEPRP grant
agreement's covenants, the central bank would have to allow commercial banks
to resume paying the market rate ana would have to set 
its own rate at the

commercial banks' rate.
 

Regarding fue pricing, since nid-l9bo the GuZ hao adopted the policy of
setting full-cost retail prices on 
a quarterly basis. 
This policy has not
been fully implemented, however, 
as price revisions have been delayed for
about three additional months on 
the average. As of February, 1987, the
fixing is about three months overdue. 
As a result, the official price
structure has fallen considerably behind costs anJ would probably require an
increase between JU and 5U percert to catch up and trus to fulfill the grant

agreement's covenant.
 

Conclusions: 
 The AEPkP grant is structured more tightly than its predecessors
and makes explicit what was implicit in 
the two earlier grants, a direct
linkage to policy reform continuation ano a list of specific actions.
 

Given the source-origin waiver there is potential for 
a faster disbursement
rate. 
 if so, policy impact will be ennanceo as 
will be the effect on
development through imports an 
 counterpart generations.
 

There is not yet enougn data on 
whicn to preaict rate of disbursement, or the
number and size of the transactions. 
Much depends on local economic
conditions, the position of the dollar against other currencies, and the cost
and availability of foreign exchange to local importers.
 

Initial delay in implementation is caused vy the questions related to the
GOZ's conformance with the grant covenants, which points up the risks inherent
in imposing multiple oojectives on 
a CIP grant. The longer impleme."ation is
delayed, the longer tne disbursements will be delayed which in turn will be
reflected in a slower timetaule for imports and local currency generations,
both of primE importance to the program. 
But while recognition of the dilemma
does not yet rey ire a snift in program priorities or oojectives, mission
management must maintain a close oversight of the new grant to ensure a

Dalanced achievement ol program oDjectives.
 

When implementation does begin, there are steps which may help speed the
 process. Trhe are aiscussec in Section IV.
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IV. IMPLEMENTATION AND MANAGEMENT
 

This section examines implementation procedures and overall management of the
CIP. 
 The first part deals with the division of organizational

responsibilities within UbAID. 
The second part looks at 
trhree basic
indicators of implementation progress: 
the grant disbursement rate the
comioaities imported, ana 
tne local currency generations. The final part

examines aspects of the program where improvement is needed.
 

A. Program Urganizational Structure and Staff Resources
 

Factors whicn constitute the basic underpinning of effective CIP management
are clearly defined office procedures and responsioilities and adequate
staffing. 
 The USAID CIP office is understaffea for the tas; 
 ihead.
 

In contraut to many CIP programs, USAID/ aire monitors closel% every step
taken oy importers during tne procurement cycle. Proforma invo4.ces suomitted
oy importers are closely examined and compared prior to being approved in
writing by the CIP office. Similarly, import licenses and bank letters of
credit require USAID's approval prior to issuance by commercial banks.
review process This

is to ensure tnat proposed transactions are in conformity with
stated program purposes and in compliance with the provisions of A.I.D.
Regulation 1. 
'.o support these proceoures, a well organizea filing system has
been estaDlisnec and maintained from the inception of the program.
lmplementin% aocuments 
can be easily locatec ana cross-referenced when
 necessary. 
 The overall system of checks and controls has proven to be a
valuable tool f',r the cay-to-cay implementation of the program.
 

For the implementation of grants UlU 
 and U103, 
a CIP office was established
in the Project and Design Operations Office. 
 Tne cnain of command flows fromthe Deputy Division Chief to a personal services contractor wno functions asthe Ci± mana';er ana supervises an expe.iencec foreian service national and aclerk. in !idition, USA:D nas profited from a series of sncrt-term tontract,.
with a retilec cou,-.ocity mana~ement officer whc has spent several montrs per
year over 
a 3-year perioc acvisinc USA:5 on CIP matters. Finally, the
US, A Regional corumnocity manaeement ufricer 
in Aticjan provides some
 
support through jcriodic visits to Kinsriasa.
 

The U6JAID contrclier monitors collar aisDurse.ents Dasec on 
USAID records ano
on 
w-214 reports received from tne Financial Manacement Office in AID/W. 
The
Controller also nas responsibility for monitoring tne generation of
counterpart funas from various P.L. 4cL 
and C:P sources and the release of
counterpart tunas tc 
tne p.ro3ects ano organizations. 
 unce counterpart funds are reieased tc tne eno-wsers, the various project accountun systems recordactual alsLursenlntB anc report expenaitures nacK tc tne Con:rCller's office.There, a personal services contractor monitors counterpart ind uses andass~z% ser to estas~ois-. so.:}c f:rna;%ci= managert svste-s.n :nereafter, 
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To determine the extent to which program management functions encompassed

policy reform ano counterpart fund programming as well as commodity

prui;rement and to test how clearly various functions and responsibilities
 
were unoerstooo, several USAID staff members were requestea to fill out a
 
simple chart with functions on one axis and positions grouped ty offices on
 
the secona axis. Tue results are shown in Table 13. Functions which are
 
followea by 
an asterisk are those where there were considerable variations in
 
three responses. In terms of functions b and 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
 
has lead responsibilities and is supported by the Project and Design

Operations office. Individual responsibilities within those offices were less
 
clear. 
 Most agreed, however, that the Program Economist had primary
 
responsibility.
 

Functions 2, 4, ana b are functions that nave been performe-i by the CIP office
 
for nearly three years. In each of these functions, the PDO/CIP office has
 
full responsioility. 
 The responses showea some minor variations in individual
 
responsibilities within the office.
 

un function 3, most responaents snowed this function as 
one snareo between the
 
PDO and Program offices. However, in all cases, PDO was given the lead role.
 
For.lizec priorities oeyona that given in the PAAD do not exist.
 

Function 6 and 7 were not clearly stated on the original worksheet. The
 
functions was reformulated ano the USAID staff agree with its presentation.
 

Function 9 is clearly unaerstood to be the function of the Controller's
 
office, althougn several respondents tnought responsibility snoulo be shared
 
with Program and PDO staff.
 

Functic. 1U. This function was incluaed on the list to snow changes thL.%
 
might bave occurred in tne program.management responsibilities with a major
 
program on3ective now being policy dialogue under grant 0121. 
 If it was
 
correctly interpreted cy responaents, it shows that primary responsibility of
 
tne CIP is stLill ves-eo in trie PDO office, although tne Program office in tne
 
person of the Program Economist has a secondary or supportive role.
 

B. Curren,_ lMiementation status
 

Disoursements. A characteristic of any CIP is the rapic infusion of capital
and goods into a country's economy. Accordingly, an important measure of 
implementation status is the rate of disnursement of C-p collars ry AID/W. 

The first CIP grant (grant 01i0(), was signed in August 19o4 fo: $o million and 
later increasec to 31L riliion. 'ne firsr GisLurserfent was recorded Dy A.I.D.
 
.6 Fer r. Ls of Ltovenmoer 3t, 19ob, tne date of zne most
x. . recent -2i4 
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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 19b8 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 allocatea. In summary, out of 
a total of

$20 million authorized, almost $lb million is allocated and $8.0 million

disbursed (as of Novemer 198b), with 
a balance of $4 million remaining to be
allocated. 
The third Grant Agreement, AEPRP, was signed on 
September 30, 1966
 
for $15 
million. To Oate no disoursements have been made.
 

There are a number of 
reasons why the rate of disbursement for the two CIP's

has been somewhat slo..'?r than expected. First, the first year was taken up in

establishing various il::.ementation mechanics:'meeting of conditions
 
pre:* aent, issuance of 
-.nk circulars by the Central Bank, establishment of
financing documents, ins.uctions to importers, identification of sources of
supply, ana obtaining quotations. Commodities began 
to arrive in country the

second year after the inception of the progam. At about the same time,

another $10 million unaer the 
secona grant became available while there was
still $9 million unaisoursed under Grant 010. 
 Another ir ortant factor has
been the traditional ties between Zairean importers and European suppliers,

t:ies 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.I.D., compounded by the

stagnation of Zaire's economy, have slowed demand for CIP goods. 
 However, the
situation is changing. American exports are Deginning to regain their

competitive edge, and foreign exchange is becoming increasingly tight. USAID,
banks ana 
importers themselves are becoming more familiar with the program

procedures. 
An upturn in demand for CIP resources has recently been noted
($1.9 million was allocateo to importer- in January and early February 1967),

nut the situation remains fluid.
 

Com.ocities Imuortec. 
Tale 10 snows the conmodities which have been imported

into Zaire under grants 0100 and 0103. Locomotives and steel were also

inclucec 
as eligiole items in tne PAAD but were not purcnased under tne CIP.
In both PAADs priority is to be given to imports which would improve

agricultural anc 
agriculturally relatea transportation infrastructure. Over

80% of the commodities imported fall within that priority.
 

The PAAD reauires that priority will De given to transactions of more 
than
 
$100,000 anc 
limits tne smallest acceptacle transaction to $20,000. Tne
 average transaction size is $i75,uuu 
ana $lbL,uuu for the UiOu 
ano 01U3
 programs, respectively. 
 The program did, however, accept transactions below
$2U,uLW in tne ca-e of Uluj for several type. of agriculturai equipment and spare parts. All commodities nave been imported Dy private importers. As wasanzici ateC in tne ?rA, 
 s*jn,- of tne equipnient imporcea zY private

clscrio: was sCld Lo a p1ublic 
sector entity (Oftice des RouteB).
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Current payment terms offered 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 exchiange as (b).
 

These terms are given to encourage private importers to participate in the CIP
and apply across the board to end-users and traders alike. 
For the latter,
the applicaoility of 
cwc separate rates of exchange acts as a disincentive.
B,zause of the uncertainty of the second rate of exchange, the imp.,rter is
unable to calculate actUl 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 ordering the goods and their arrival in
Zaire would De used Dy the importer to canvass the market, identity potential
customers and secure firm orders for prompt delivery following the arrival of
 
the goods.
 

One solution would be to abolisn the 2-tier rate of 
excnange and have the 
rate
applicaole to the first 2U% payment remain constant throughout the
transaction. 
 With a much taster stock turnover, the importer would not need
180 day-s 
to make the final 50 percent payment. Ninety days should 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.
 

Recommendation No. 2. 
That USAIL aoeust local currency payment terms for
importers, particularly dealers, to induce wider use of the program.
 

3. Counterpart Funa Generation and Utilization
 

Table 16 shows the sources ana uses of counterpart funds during CY 1985 and
19b6. As a source, the 
two active CIPs contributed 5.5v and 18% of total
local currency generations in 1965 and 19b6, respectively, although their

planned contrioution was higher.
 

17
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Table 16 

'SOURCES :AND USES 

LOCAL.CURRENCYGENERATIONS (rou 

Sources ($UUu) 


CIP(100 and 0103), 

PL 48U 

Other 

Previous *ear Balance 


TOTAL 


LOCAL CURRENCY USES 


Agricultural Sector investments 


Health Sector Investments 


PVOS, NGOs, and relief 


activities
 

Mission support 


GOZ Institutions Support 


Survey/Researcn 


Education and Training 


Enterpreneurial Credit
 

Otner (mostly carryover) 


TUTAL
 

OF COUNTERPART*FUID 

19Pb5 l 

1,.800 3,575 
14,55U 13,15o 

350. 110 
2,110, 3,20 

10'075 

-9bb l.b 

4',130 6,370 

1,8uu, 

3,20U 41 

1,33 b 

1,160 2,195 

10U 9b 

710 565 

5,360 1,740 
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Agriculture absorbs the largest proportion of the funds 
- 22% and 31% in 1985
and 1966 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 12% 
over this time perioa. Support to
PVOs, NGOs, and relief aosorbed about 18% 
over the same F-riod. Support to
the USAID mission ana to Zairian institutions each absorL:o roughly 7-b% of
 
the investment.
 

There is an increased oemand for counterpart tunas as the GOZ budget
availabilities are restricted by 
IMF requirements. Counterpart tunas provide
an interim source of support 
until more permanent financial arranigement= can
be made by the GOZ. 
 With the condition of the central government's budget,
many initiaz 
 rural activities (in agricultural research, rural roac
maintenance) ze simply not being funded. 
These demands o:. counterpart funds
can be expect.- to rise in tne toreseeable future, thus in-reasing the

importance of Ct.,-generated counterpart funds to the total.
 

C. 
U6).D's Current *Conduct o 
Major CIP Functions
 

I. Coraodity financing aria 
importing functions
 

Program controls. Given the general environment within which zhis p ogra
operates, the nign aegree of control which USAID exercises is 
 ustjf:.-tle.Recognizing tne potential for aelays whicn approvals could ca,::, 
 USA-D has
mace sa:f availa 
 e to process approvals ex:ec-tio Ly. Approva-s rarely
require more than 
one day and are viewed by participating local banks as a
reiatively minor inconver.ience. 
 however, it ras 
re..ireo tat the CP 
ta.
be present in Kinshasa. Undouotecly this has had 
a negative impact on the CIP
staff's aoility to market the progranm more effectively, carry out end-use

cnecks 
ano conduct other management functions which require consid-rarle
travel ano 
time away rrorr the -rice. maintaining this degree -f control will
recuire aoditional staff to p.:forr. program functions requirinc travel anc
 
aosences 
troz: tne USAID officts.
 

tri .
C:--. 'CIP ofifcers L.ave Usfc se' ra. 
mean oi iforin

the ZaYrian r;.vaze 
sector of :rhe CT-far!lit 
 it, -rure
dl
proceca*re 

P 
initial efforts were largz:v :,- :..c..E- a numner
of potentiai importers on an 'a L e L;1:aDis. .[r
"rora~ ,c's'-: 0oin renc; fo: - So', ;for dis~rilial~r tnroug he U.S. Consulate in Luz.:.. a.v . £
e cllO:z
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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 by importers who are less familiar with international trade and
banking procedures. 
The CIP staff numbers and qualifications are geared
toward processing large transactions with firms having active affiliations
with U.S. manufacturers or 
suppliers (Goodyear, Transmack, General Motors of
Zaire, Chanimetal). 
 The ClP office is not staffea to provide the level of
services required if the program moves more 
toward importing agro-industrial
equipment for small 
or medium scale enterprises. 
Tne CIP implementation staff
is all based in Kinshasa, and the existing office obligations and workload has
precluceu rucn 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 facility un.*:s they in
%..rn have strong ties to eligible suppliers. Other possible sources of this
-zistance include the Commercial Liorary of tae U.S. 
Embassy, the embassy
C., tercial Officer, and the local banks. 
However, there are definice
 
liui.tations 
on each.
 

Eecommendation No. 3. 
That USAID aevelop improved communications with
potential CIP clients to enable the mission to bett.r market this resource.
 

k. uverall CIP monitoring
 

In adaition to Deing more 
complex, the implementation responsibilities of the
program are less centralized and tnere is greater need for current information
in all the offices naving responsioility for aspects of the program and its
oversignt (PDO, Program, Controller). The computerization of transaction
records wnicn tne CIP office nas begun needs urgently to be completed.
Computerizing the record keeping operation will greatly facilitate various
types of reporting requirements (i.e. disoursements, commitments, shipping and
port clearance delays, local currency payments due). 
 It will also allow
closer monitoring of the workloac of the CIP office.
 

Conclusion: 
 Various USAID organizational units need to be informed of
im;ieme-n-ation progress to proper.- carry out their responsiDilities.
 

Recommendation No. 4. 
That USA:D complete the computerization of CIP
transactions, anu craw on this 
resource to facilitate implementation of
stanuaraized monthly reports, witn internal distribution tc the Director,
Progran Officer, and Controller. 
 Tne reports snoula De modellea on the
 
following example.
 

sa
 



-S'-

TABLE 17
 

CIP GRANT 660-K-0b01
 
(PRUJECT 66U-0100)
 

MONTHLY STATUS REPORT FOR DECEMBER-198b
 

Date Agreement Signea: 
 7/30/84 Terminal Date for DA's: 7/29/86:
Date CE's met : 9/26/84 TD for Disbursements : 2/01/8b
 

Disbursing 
 Autnorized Allocated 
 Obliqatea Disbursed as
Authorization 

of 10/31/b6) 

(In Dollars) 

DRA 101 
D/L.!COM IU (Goodyear) 
L/COM 103 (Morgan) 
L/CUM IU4 (City bank) 

1,U00,00 
4,b4U,UuU 
2,060,000 
,2,bUUUU 

994,519 
4,4o7,147 
1,340,058 
1,lbl,29, 

911,U62 
4,152,113 
1,31b,456 
1,161,29U 

916,523 
4,152,113 
1,155,509 

794,991 

TOTALS l0,000,00U 7,983,014 7,542,941 7,021,136 

6ALANC~b -U- 2,Ulb,9do 2,45b,U59 2,97o,8o4 

Number of transactions currently open_ 
 _
 

Average size of transaction
 

7 
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One of the recommendations of the mid-program evaluation conducted in August
1905 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 USAlD increase the staff 
resources devoted to
CIP monitoring and oversight, either through the hiring of additional FSN
employees, or through contracting with private firms to carry out specific
arrival accounting and end-use survey functions.
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Annex 1 

Contract No.: PDC-0085-I-00-6098-00 
Work Order No.: 4 
Page 2 of 6 

Article I - Title 

Agricultural Inputs Support Programs I and II and the Structural Adjustment
 
Support Program, (Project No. 660-0100, 660-U103, 660-0121).
 

Article II - Objective
 
To evaluate Agricultural Inputs Support Programs and The Structural Adjustment
 

Support Program (660-0100, 660-0103, and 660-U121).
 

Article 11 - Statement of Work
 

Contractor will review and comment on work that has been done on tne CIP
evaluation by the locally hirea economist and REDSO Commodity Management
Officer. 
 This review will include: 1) Examination of 
the progress Zaire has
made towards price liberalization in the agricultural sector; 2) Assessment of
any cnan.es 
in workers' stanoard of living in the industrial sector and small
rural farmers; and, 3) Examination of issues related to implemenation of the
 
tnree programs.
 

Article :V - Reports 

Tne contractor will be responsible for submitting a final evaluation report
addressing the issues outlined in the above Statement of Work. 
This report is
due prior to oate of aeparture from post in a form ana 
style proscribed oy

USAID.
 

Articlev - Technical Directions
 

Tecnnicai Lirect:ons aorinc the perfcrmance of this delivery order will be
proviced by USA:D/Zaire PDO pursuant to Section F.3 of Contract No.
 
PDC-uo:-i-U1-0U9o-UU.
 

Article VI - Term of Performance
 

Tne effective date of this aelivery oroer is January 14, 
1987 anc the
estin,zed completion daze is Feoruary 26, 
1967.
 



SUMMARY SCOPE OF WORK
 
EVALUATION OF AGRICULTURAL INPUTS SUPPORT PROGRAMS I AND II AND
 

THE STRUCTURAL ADJUSTMENT SUPPORT PROGRAM
 
(bbU-UlUU, 6bU-U1U3, 66U-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 industrial 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 December 
198b. Part I 
.'.ll be done in January 1987.
 

Part one of the evaluation will be concucted by a .ualified non-AID expatriate

economist who has some 
15 years' experience in Zairt:, 
most recently as an
advisor 
to the Zairian Ministry of 6conomy, ario who nas closely followed

developments relating to economic policy reforms. 
This economist will prepare

a narrative aescrizing 
tne effects of economic liberalization over the past

decade, focusing on 
the last three years, and the consequences for the Zairian
 
econonmy in light of oevelopments. he will substantiate the narrative witt,

data from the Ministries of Agriculture and Economy and with reports on
interviews with farmers and traders 
now living ana working in Banundu and
 
Shaa (USAID's major areas )f concentration).
 

For 
the seconc part of the evaluation, this same economist will examine
 
program effects on 
workers' standards of'living in companies tnat are
participating in the three programs. 
 This assessment will 
be conductes
 
through interviews with executives of 
the major firms involved in the
 
programs, and througr. inquiries into employment, plant capacity, plant

utilization, and avaiiaolity of foreign exchange in Zaire. 
 Tne economist

also wii; assess tne erfects of tne 
import proyrams on tne princ.pal AID
 
target group, the smail 
farmers and rural cultivators. 
Tnis will include
 
first-nanc scanduin 
 in banounou ana Snaa.
 

To compie~e Part Two, end-use cnecks will determine regional availaoilities of
importez cootes, ancri il permit an assessment of the indirect and/or

direct effects of tne programs on 
small farmers. To the ex:ent possible,

conimoalties imorteu under 
tne programs will be traced from tne importing firm
 to the end-user. This end-use checks 
to be carried out by USAIL's Zairian

research staff, oewill reviewea oy REDSU Commocity Management Officer based 
in Atidlan, :vory Coast. 

Tne REDSo Commcizv mangerent Officer will also review issues related to 
.ronc otn. Specitic issues incluce: the transaction approval


;r-cez ; oner:,a:= 2z~~ rcounri riigin~~p~rtC0 r,¢ cer,~rt.icn prceures; c Zpt: nic~~n= ty of
ccs uc: -rC, osbe~e;UI Of 
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September 15, 198b
 

Mr. Mark L. Eoelman
 
Assistant Administrator
 
Bureau for Africa
 
Agency tor International Development
 
Washington, D.C. 2u523
 

Dear Mark:
 

Congressman Wolpe has asKed me 
 o reply to your letter of September 5th and to
incorporate the results of ais,.,ussons between Roy ,:acy, your staff, and
Gerr) Pitcnford anc 
myself this morning concerning th%: Zaire Grant,
 

Regarding the first point in your letter, 
we are pleased that AID is willing
to revise 
tne local curency generations unaer the proposea AEPRP so as to
direct IOU 
 perccent of them to support of AID'S ongoing development projects, a
sicgnificant portion of wnicn are neing implementec by PVO's.
 

As for the other issues, Gerry ana I arrived at tne following consensus with
AID staif anu Deputy Assistant Secretary Stacy;
 

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

agro-inaustries;
 

(W) AID would present to the Foreign Affairs Committee not later than March
1, 197 an independent (non-mission) evaluation of the impact of AID's two
privious ag:icultural inputs CIPs (ano tne projected impact of the new AEPRP
p:;yra:, insofar as 
it is xnown or can De inferred) on:
 

a) o.,ent and worxer stanoards of living in tne inaustrial sector;
 

z) Av 
zii~y of assisted imports in the various geographic areas of
.a-,_- tc. s.m.ll farmers yenerally (while complete ena-use checks are not
feasiole, tr,-re sr.ould be a ma.or effort to aeternmine whetner the tires, jute,
trans.ort eq-cipmen:, oil etc. are generally reaching the small regionalcencers 
and snail farmers wrhich 
are the focal points of AID's development

effcrts).
 

C) - az cp'e ao
tc. arrmaotf-cial, price iiLeralization in
farminc areas (tnere i eviaence that collusive merchants are in many placespa-in -irt-Lya- erine prices for most 
proucts des~ite official
 

rz 7... *C..- :zc AEP, -re-eo ired under ti
 
C, C 
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Credible, independent evaluations, will I believe, be very important in future
 
subcommittee responses to proposals for non-project assistance in Zaire. And,
 
as we were assured today, they will be just as important to AID and to Deputy
 
Assistant Secretary Stacy.
 

We greatly appreciate your cooperation in helping to resolve this difficult
 
issue.
 

With best wishes,
 

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

•c0 p
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September 16, 1986
 

Mr. Steve Weissman
 
Staff Director
 
Suocommittee on Africa
 
U.S. House of Representatives
 

Dear Steve:
 

I have had an opportunity to review yc irletter regardin!4 
 Zaire AEPRP
program. 
Your letter properly reflectj our understanding !.-om yesterday's

meeting.
 

The PAAD froin the project is being revised to reflect IOU percent 
use of local
currency generations to support AID'S onqoing development projects. 
It will
also reflect the limitation on the use ot 
foreign exchange in this grant for
imports into the agro-industrial sector. 
Finally, the annual evaluation

criteria will incluae the provisions suggestea in your letter.
 

in addition, we intend to move to contract for and complete independent
(non-mission) evaluations of 
the impact of AID's two previous Agricultural

Inputs CIPs for Zaire in FY 84 and b5. 
 It is our intention to have them
available for 
tne Foreign Afzairs Committee not later than Mlarch I, 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 Detter
understan:in; of the subcommittee's concerns regarding Zaire. 
 I also belieye

that vou naerstano our intentions to use ESF resources 
in Zaire in a serzjus

development manner.
 

Sincerely,
 

Mark L. Edelman
 
.Bureau for Africa
 


