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I BACKGROUND 
'.,,,-

Agricultural Sector 

The agricultural sector. consists of two nmajor types of production:'
(1) three to four million traditional small family farms, "operating 
on four million hectares, accounting f701 60% of total agricultural 
production ad growing mainlyfood crops forsubsistence, such as 

cassava, maize, plantain, ricewand, toua lesser extent, cash crops suchascotton and coffee; and ( 2) about 900 lar~e-scale, agro-industrial
plantations, covering about 400,000 hectares producing, cofefee, tea', 
rubber and cocoa for export or. sugar, Pam oil, and cattle for the do-' 
• ,esit.- c market. 

, 

Processing of agricultural products is notly by agroindustrial enter­
prises which process' the output of thoir plantations ais well as addi­
tional crops purchased from small holders.:: Many processing, plants~are
old, badly maintained, and lick now equi pmen't for rpaemns and 
spare parts. ,-p' 

p 

~~ i, 

~W~',.The 

Agricultural production has been soeyere~y hampered by the political
turmoil of the 1960s, disruption of. trainsportation 'and commrce.. de­terioratjon ofGvenent services,, unfavorable farm prices; natoaia 
tion policies, an-d deterioration of the' rest, of 'Zaire's economy. The 
results have been a reduction in the volume of crop' exors, an n n 
crease in imports of foodstuffs, to meet the anedof# atgoin­
urban population. Production 'of some commodities, which the country,,'

fomrly exported, has decreased tothe extent thait, in a num~ber of 
cases such as palm oil and cotton, .imports are needed to supply local 
demand. Food imports account for about 20% of me~rc1hndise imports.

effects of this situatioi on the balance of paymnts ha, e. been 
Serious. Evefimore critical is that food imports are not 'sufficient 

Sto moot demiand, which' results in seriouis 'food shortage and important
increases 'of food prices. Agricultural exports,4 miiily coffcee still 

accontor.1- 2%ofall exports, depeniding on pric fluctuatioLs 
frcoffee and cpe.Foreign exchainge allocated to importing agri­

cultural inputs, however, -htas fallen and no constitutes less than -<~ 

one percent of toa imports 

., 

' 

' 
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Table ]. fRGDUCTION (1,000 MT/CY)
 

1976 1077 1978 1979 

Co rn 110 430 430 

Rice, PNddy 127 14 2 1.47 1.50 

MI let 54 54 55 56 

Wheat2 
45 

5 
Pu1 t's 20] 2.17 217 217 

Potatoes 47 47 47 47 

massavn 9,832 9,500 9,000 9,300 

Sueot potatoes 370 375 375 375 

Cot t ol 9 12 9 9 

Ccngo Jite 4 3 2 

Cotton seed 18 27 18 18 

Pe'.inuts, in shell 289 295 295 295 

sesame se..d 4 4 4 4 

Pyrethrun flowers, dried 0 0 0 0 

B-;in ; allnd p!.utiains I,742 1, 75 1,750 1,760 

Cof f(, 0 86 77 8 84 

Cocoi Beans 5 5 5 .4 

T0a . 6 7 7 6 

Rubber .27 26 25 25 

Sugar, raw 46 54 51 51 

Palm oi. 1.55 150 136 136 

Palm kernels 63 54 57 49 

Meats 6'.) 70 72 72 
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,rketi'g of most "gric, ltura[ ciops t; dominated by tht privatos

sector. Although prices are 
 fixed by the Government at various levelt;of the marketing t'hain, actual prices paid by consumrs are often muc 1;higher than the fixed prices as prices in the domestic market areaffected by the high margins of a chain of intermediaries, by inade­quate high-cost t-ansporcation, by packing and storage problems and
by high losses especially of perishable products. This results ineither permanent shortages of supply or intermittent supply whichften does not mc, t demardl xport makotingp Is hind1ed by cammor­

al plantations ,r t radin, agent. 

_ove r n t St rue t 

In spite of GOZ's intention to give priority to agricultural develop­
ment, agriculture's share of the recurrent budget during 1970-76 
was abc t 1.57, but increased to an average of 3 in 1977-78, while

its share of the investment budget fluctuated 
 between 27 and 8%. 

The Department of Agriculture and Rural Development (DOA), formed in1979 by merger of the two components, is responsible for establishing
general agricultural productimn policy, implementing,, price and market­
ing poJices for agriculturat co-ps, carrying out agricultural re­search and providing ext ension and vill.age drinking-water services.

The DOA is headed 
 by a :;r.te Comm. ssiontr for Agrnculeturc, with twoState Secretaries under him, one for Agr iculture and one for RuralDevelopment. nOA Is currently able to provide little effective ex­
tension service to the count rv's farmers. Extension Is effectLive

for he sm alil minritrvonlv wh.lmo ene itC from th" r"ghmly 30 ruull
 
dev..opment projects (a]most all 
foreign assisted), Operations arehampered by .lack of research and of improved seeds and other inputs,

poor transportation and communications, 
 and weak organization in
 
general.
 

iMe National Institute of Aeronomice Research and ,tudienm (INERA),

under DOA, is In 
 charge of agricul tural research in Zaire. Itsactivities cover plantation and field crops as well as livestock.
INERA has twenty-two research stations, not all of them active due
 
to inadequate budgct
 

In 1071, Government: vst;abliplC tpecalized development organizations
(Offices) for each major ;agrlivul 1ral product . ONA..'ITELX, the firstestablished dealt pi thm cotton; ONACER, the National Cereals' Office,

was for maize and ther grains. The principal responsibility of theOffices was to pro ide technical assistance to farmers, buy produce
at fixed GovernmenIK pri.es, and process and sell it either on thedomestic or export m:rket. In May 1978, most Offices, including
ONACER and ONAFITEX, were abolished. The National Staple FoodsProducts Office (Opfice National des Produits Vivriers, ONPV) re­
placed ONACER to provide farmers with inputs ard assure marketing 



o f0.)d crops. Hwever, because of lziC1<of, 4 unds and. fieF . 4 
" staffONPVs plays only a minor rol1e 'in, 4food croptmar etin For~v .. ~ 

mixed-capital corn 
 anies in 
 efi 

The con'.mercial ag.-icultur al sector is~served by"Icbmilerciail banks 
. V and by, a national development bank (SOFIDE).whose'4fr1 inancing of

agricultural invehtmefit'pIojects-.has grown rapidly in the' past three.,;>"
 
years. There is no institutional, cr'edi fc,'r sall firmeit~-except
for a minor ity thtt bene fits from speciaI agr icultural4 p4roj0cts..~.Agricultural credlt demand aud possible institutional structures ~ 
are boinig Studiecd III htt.VpOJ L~ctSt -.Me tilO w AAtPPmdb...A.. 

.... ~Italian and Canadian bilateral4flssistali'e. 
, 

Financial Sector ' .,4 44 

The principle inst~tutions comprising the Zairian financ'ial 'systemi.; 
,are the Central Bank, the commercial baniks; and one development, ba nk,'.
(SOFIDE). These iiistitutions' are: base~d in Kinshasa, ,utsofme',"'
,,ntalythe lagr omeca banks, "ha1ve' bra~ches I mos major. 

centers in the int6.rior.: The Central Banlk4(BDZ) isresponsible fo r,..4 

' 

- 4 

regu lating~all thel financial iltttosin el''lltya fo!establishing and a Iinistering. nntionil mon tary and~cred'it policies.BDz also mlanages iire's initernationial reserves,. a ' welljas beci'n~g 4 
. 

in charge of Zaire s import',licensing ind foreign, exchange cotlssystems, which it Jidministers wihte,, stne, .h m 

bnns.A sIfinn nlinstittitln,~ BD7 'also'but nlot topublic lnterpristes Whict; Itro'lsioe 
va-te sector as far a credi't is con-4.4 

led,; 
n li 

o oernment 
1 rt 0ftthcP 

There are eight c 'mmercial banks with aot.of44''ra ch s throu'gh -2 

~ '4 ,y 
out Zaire. The B nque Commerciale Zairoise (anaffiliate of the
Belgian- Societe' oerale do, Banque) is ,h-' fnr the largest, Vitrh,, 

' 

' ., 

deposits accountii g for more than 60% -of all comnerclal b'anks' ' ,­

du -Peuple, which is00% -state-owned,' and tie 'thirdK rgst is, thd' 4 

44 

4 

'Union Zairoise de Banques' (UZB), Others include the4'almost''full),
Zairian-owned Banque- de Rinshasa, the Ban que Int ernationale pour44 

4 ± rique Occidentalue (BTAO), FirsttNational CtakanBrly 

444 

., Bnifk. -Deteri orat lag econoti c-- conditios 1r1,ill~to ae, n 
.maximumitrs 

4 

ae onl commercial baink credit- have mieanit-that
commercial banks have become' reluctant 4to make mediumior long term 
loans. -Thus, most4 of their-lending is-short-tratog hog 

. 

~~> .. 

-somerevolving, short-term credits thyaealso contributed' to-financing industrial ivstet in conjuAnction~witi-iSOFIDE financing,,..on some, projects. Additionally, the -commiiercial banIksplav an, im-,.. 
portant role in thle financ'ing of imports' and ,exports,'in which they are'­
regulated 4by ,the Central Bank. The principal' source of"'long term --- . 4 

4finance, and 
financing,. is 

only non-governmental 
SOF DE .-

source of term foreign'.exchange 
444 

~4,.4. -
115 
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itA It Con~r ro anC I tores:t Kht cv 

During the year o econovic boom in 1973 and 1074, credit ccntrols 
were progressivel, relayed permitting rapid growth in the money sup­
ply. In 974, tl1h credit ceilings limiting the volume of commercial 
banking operation , were replJard with an obligatorv reserve require­
ment syst em, nd n 1975 the reserve rquiremets of commercial banks 
were Ua.ed from 02 to 45, in order to hold down expansion of

credit. Having 1)en abandoned In .177 and replaced once more by

Credi t ceilin, '1 aly 10I .70,reserve roquire.o.nts w 'ere reincro­, 

duced, connmercia1 having deposit of
bank: to 25%, their I.iabilities
 
with BDZ. The credit ceilings svstem was aiso vLtatime, limiting

the overal1 vol umre of credit a commerciIal bank could provide over
 
a gfven quarter, In relatfion to the voluie e its deposits 
 at the 
beginning of that quarter. Indiv idual cellings a.so were established 
withtn that overal! .limit rerftittn; the relNtive proportions of
commercial hank lcmdti;g to d it crent priority sctors.v and uses,
 
e.g., agriculture, industr, 
 commerce, transport, and local produc-­
tion of es-;ential gods with a small residual remaining for otherloans. Nnximum Interest rates on commercial bank loans were raised 
somewhat to Letweeo 7.52 aid 20Z, elfective January 1979. 

The decline in economic production, limitations on Imports, limited
 
convertibility of the currency, 
 and reluctance to make term invest­
ments, havo contributed to the commercial banks being highly liquid,

until thr reintrodct-ion in January 
 1979 of reserve requirements to

reduce excess liqu:Idlits. Given the 
 limited scope for traditional 
conercial Farnkin i act vi ti s and the reluctance of the comercial 
banking systems to' seek new sectors of Inve:stment, the onlending

rates prior to January 1979 played little role 
in the allocation of
 
local currency resources. However, the new interest 
rate structure 
introduced in January 1979 is expected to have a sonewhat greater 
ipact on resomrcn aliocation. 

Inf Iat Ioil 

Over the past three years, inflation has averaged 37% per annum (60%
in 1977, over 100% in 1978 and 100% in 1979). Major contributing
factors include: (1) reduction in supply of goods both imported and
dmestic coupled with declining but still excessive demand; (2) expan­
sion of the money 6;upply, In particular until early 1975; and (3)
the impact of worldwide inflation on Zaire's imports. For the next 
three years, IBRD estimates that inflation may be 60% in 1980, 40% in 
1981 and 30% in 1982. 



I 1. ACRI C -UR NF,CRUPIT 

Credit needs in the agricultural sector can be divided into four broad 
categories: 

1. Production credit;
 
2. Nediurm-trrm credit for small to middle-size borrowers; 
3. Medim:- trni credit for large, corporate borrowers, .Includ­

i ng parat;tataa organizations; and 
4. (redit tr food marketing, and stabilIzatton. 

Production (redit 

Production credit Is to finance short-term production Inputs such as
 
seed, fortilizrt, insecticides, and other costs associated with land
 
preparation, plant ing, cultivation, control of diseases 
 and insects, and 
harves ting. InL ZAire, finanicing of this type is provided almost exclu­
sive]y hy private iuirce:. lare [a rmors and corporate producers have 
limited ,ccis; to funds thlroih SOI'I Eh,partly [or production credit. 
Sowe small farmers arc able to obtain small amounts eA production

credit tLroipL religous oranizations such as Progress 'optulaire

(Catholic), 
 Egiise dAi Christ an Zaire (EC), Group Technique Central,
 
and coopera tives, 
 a lthough there are very few cooperatives in the 
country whiich provide credit. FAO has proposed a new project to
 
initi ato procdu ction credit facilities within the rural development

divi ,,, v of the, ntlitrv of A.hicultulre. lowevor, this proposal has
 
not yet loon apprvud 
 and probab ly woul! trt he icdv to di:perse
significant amen n:: s of loans for two to throe years. 

M. Raynal is an FAO agricultural credit advisor who formerly worked 
with SOME, to help nranIve the SOIDF agriculture department. How­
cver, ,Y"hi P i 
 1c pi,.ram orivnt:eod to the 

Two l'ropos:l:; wert put tor.ar,! 


no cvc it sma]ll farmers. 
In order to .ics iY t the SUm'i11 frmeru
 

bat they were turnod down. Therefore, smal1 farmers didp't have access
 
to SOFIDE credit, given SOFIDE collateral conditions, and other re­
quired guarantee;. .irl. tle FAO assistance, M. Raynal is developing
 
an agriculture eradit projOrt, 
 with in the Department of Rural Develop­
ment, directed to the sm:ll farmers. 

The first phase of tie project will he to launch two pilot projects
in the Banza-Ngunot,, (Bas-Zaire region) and the Kwilu (Bandundu region) 
areas. Credits w11 he made to small farmers through projects (vegetable 
project in Banza-Itgungu and maize project in Kwilu) and cooperatives.
The credit will he mostly for production (one to two years): tools, 
fertilizer, seeds will he provided. A small portion will be for 
marketing (three to six months).
 



S ince credit will be made to the traditional 
sector, the FX component

will be kept at n minimal level, most of the e.'penditures to be made 
in local currency (80%).. The lending will start during the second 
semester of 1980,1If funding is available to the project. The second
phase of the prog 'am will focus on development of an agriculture credit 
institution, w.lieh cover both the modern andwill 
 the traditlonal
 
sector.
 

In the past, the Delpartment of Agricultire had an 
:yriulture credit 
program cal led itC4edit Agricole ('ontrole". Credits wee provlded to 
large farmers In da:h and In kind (equ pments, materia.ils, and other

Inputs ). 
 Hlowever, this 'xlriment .1id not last \'Cry logl; since tho

Depirrtrent of Agriculture 
was unahle to colIect repaxmo:it,. 'I'ho De­
par'mt: crodit progrlam :;ip't'rvnntlv limited to .tglgilcutlrnre Iiut.t
 
(seeds , fortili:zer, ,:Wall t0ocIS ) pLoVEIcd 
to the small '.armura through
projects supervised by the dcpatmcni 
t.Thes cred its are repaid at
 
harvest.
 

Since the small farmers have no access 
to credit made by private banks,

the department beleves that it is necessary to develop an institution
 
specialized in agriculture credit. 
A study was made five years ago for
 
such an institution but 
funding was not available.
 

The ONPV is providing credit to the small farmers in certain areas of 
the Ba,-Zaire and handundu regions. 
 The credit consists of agriculture
inputs (e.g. Iranri tools, fertilizer, seeds, etc.) given to the farmers
 
through prolcts or Iarmors orgniattions (cooperatives). Tho agricul.-
Lure input.s distribut: ., to the farmers are prov ided by forelgn donoru
(e.g. Belgium, Japan, etc.). 
 The repayment is made either in kind or
 
in cash at the hArivest of crops.
 

In 1979, given the 
large quantity of non-marketed cereals in the

Kasai Occidental 
 region. the GOZ decided to make funds available to

ONPV In marketing operations in that area. 
order to carry out In
August Z2,000,000 from U.S. generated counterpart funds were loaned
 
to ONPV for a period of nix months and A% interest rate. The ONPV,

in turn, made sub-loans totaling 71,350,000 to mills operating in the

concerned area. The difference or Z650,000 were used by ONPV to
 
buy corn.
 

hedium-term Credit for Middle-size Borrowers
 

Small and middle-size borrowers need medium-term credit of two to

five years duration to OInance construction and expansion of build­
ings and tools and equipment. Part of the financing requires foreign

exchange. At prescnt, there is no 
lending institution providing this
 
type of credit for loans averaging from Z150,000 to 
 300,000 ($50,000

to $100,000). This group of farmers, with farm size ranging perhaps
from ten to fifty hectares, has a recognized need for credit to expand
 
productive operations and make 
them more efficient.
 



'ed iu c in redi f o r LargLe o r rowe.r 7 

Large corporate borrowers includin SLA tuIo v iZat i0 s aVtO 
access to a limited amo'unt of credit through, S0FIDE, which was es­
tablished as a imited liability company in 1970. IDA and AFC were 
instrumental in c eating SOFIDE, with IFC subscribing 19% of the ini­
tial share capita .Since then, IDA has granted four credits t'otal-
ing U.S. $35,000, 00 'and is considoring a fifth credit of $18.5 mil­
lion. SOFIDE's 0 Jectives are to: 7 

7 

. .. . Provide e onomical and term loan finance for investment 

i tie produ tive sector of tho Lcconiy; and 

in 

2. Foster the distribution of shareholdings and development of 
a capital market in Zaire... 

7.. 

Subscribed share capital was Z4,000,000 as of June30, 1979, 40 r..-­
vided by GOZ and Banque du Zaire, 9.45% by,co"miercial banks, 14.82% 
by other private investors, 9.38% by IFC, 26.35% by foreign:sare 
holders, including Morgan Guaranty Corporation and Philhdelphia 
National Investment Corporation. 

7/-

Average investment costs per job for projects approved by SOFIDE have
been $30,000, which is high, reflecting crnphasis on modernization and
rehabil!tation projects. At the end of 1979', SoFIDE had approved Z63.7 
million in anufacturing transportation, construiction, agriculture 
: nd ;ind agro-industry projects, of which 726.2 million (417) were 

71 

/ :parastatal organi ations (See Annex III). 

-­

'$7.5 million of the new proposed IDA credit is for the agriculture
sector. Thus far,! SOFIDE loan maturity averages five years, includ­
ing a one-year grace period. From 12 war, average maturityis
expected to increase to eight yers wi t yrs grace period.

IDA and IFC require complete economicanalysis, including calculs 
L±i-on of the economic rate of return on all non-service sector, projects,
and full qualitatii;e economic anslysis 'for all, small-scale enterprises
and service sector Iprojects. These rigid lending criteria, rincluding
collateral require~ents, in effect, preclude utilization of SOFIDEcredit 1)y zsmll 'lnd med ju-M.70, inon- corprt 'roerihdit& 

, ~newIDA cedit; S9V1Diw, will lenid f or fixed and wkiig aitlivato 
at 1.5% annually I Iins commitment and appisal fees, with ?the foreign, 

exchan.e risk befr gborne by all d n agos .nu iaandagi cultural service borrowers.' Small scale enterprises are de-,
fined is Zaire-owred ernterprises with 'total assets not exceeding 

U.S- 20,00eu aet for whc D nswill be loaned- t~o-.gricultural b'orrow, rs at an intere'9t rateo 5. ihteGvrmn 
taking the foreigecae risk for a/,fee of, 2.5%.. -SOFIDE's&debt/ 
equity ratio~is t be maintained at5:1. 

. 

2 
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paricularlyncri!' andhx t financ th aktngadds'iuino
 

Mgiluany
vlpng cutss hav
fomar rancoutins wthes ognibaion
litiesl toestabii 
esfhrctuacen market 
 poris of arm cmodiies,
 

in the Philippine3, for example, the National Grain Authority' is
t 
re­spoinsibie. for pur .hasing and 'releasing ~grains' in the open market to
'moderate fluctunIt 5t{Is in food grain prices. In 'Zaire the-re is no
Vsimilar marketinrg board or grainimanagement fund,"'even for rice or Maize,theina~in food crc a. Fi'nancing of marketing'is jalmnst exclusively a 

Z 

4function of priva e traders, with the. exception of ONPV (fieNtoades Troduits Vlivriers). I 
,~C ~$ 

44A 1 



III. USFS OF COUNTFRPART FUNPS 

The Secretariate for counterpart funds uinder the Commissariate General 
du Plan, in coopfration with USAII), implements the 1979 Title I agree­
ment signed July 127, 1979. The OZ is required to submit a plan for
 
the distribution i)f rice under the agreement. USAID and representatives 
of the Conm,,arsAte c;rena', of Plan meet quarterly to plan and program 
allocations from co'untcrpart fund account. Agreement on ptogramming 
l counterpart Su:'ds is f.nmlA.:&J lhruh an mxhinge of letters be­

tweeni the Cowmi; -fate (;nor..1 of V'lan and ifSAI . No disb rsements
 
,arc permit.t,,d lint il t ,e ILLOdQt. havt bcen -. cept in t tiu by both
 
parties. Use of count e:part !uds, art in ,ccord.inc with the objectives 
of Title I sales .(l'ec.ent s and other I-Ain agreermontc,, i.cluding amend­
ments and writLten und.rstandings. When cuncerpart futnds lmve been 
lprogrnmmled 1: )Wiint C:OP/OlSAID pro ec'tS, a Project Agreement must be
 
approveL by t:he Commis;ar:ate oner ot Plan. Counterpart funds
 
are released by the Comis-ariate General of Pinn on receipt of a
 
signed Project Agreement. For other uses, a project description and
 
budget is provided by (OZ tc USAID, and agreement on programming of
 
such uses is acccnpli bed.bv exchan ',o of l(t ters.
 

The Rice Culture Find tn revit.li:e rice production is funded by
 
depesits of thr d:ifference beti.ecn tihe selling price of the 1979
 
-,0 rice and i: cost price, p l u s 221, profit margin, and is de­

positecd in the F1:Y1979 P1-4,GO 
Pitle I spe cia. account in the Bank of
 
Zalre. irall st,].--leh 1p project;s, usn?.iv unL.r 710,000, are funded
 
through a trust Iin .dwidn tcd1FY MO.iP. 

Commissariate General of Plan reports month.y on the status of
 
counterpart accounts and makes a quarterly activity report 
to the
 
USAID/Cont roller.
 

Iten h of the 107Pi aicrvoment specit io: that proceeds and taxes accruing 
to the GOY from the sale of PL-4,80 cOmmoiLtitcs will be used for cco-­
nomic development proj cts which directly benefit needy people. The 
specific programs authorized are summarized in Annex 2 (attached). 
About 61% of the counterpart funds programmed for CY 1980 is for 
joint USAID/.O'/Z projects, and 53Z is for projects and activities pro­
posed by tim (ommi,,anri;to General of Pl'an. 

Compliance with the procedures has been generally satisfactory with 
the primary exception of certnin funds released by the COZ without 
concurrence in writing by lifAI). The COZ subsequently has restored 
these funds. MYlhJ.n compliance with the provisions of the agreement 
has been generally acceptable, USAID has expressed dissatisfaction with 
the provisions n fI the agreement and memoranda of understanding which, 
for example, have not: :pl icit-ly precluded loans to private indivi­
duals , who alo are officlials of t:he GOZ, and have iiot required 



*ipin, l !d** t1l I 0ro*.t 1( t.,c No I mit 
h . 

h;t:; bee pj.:t'c,On the si:c of I(,I i. Ios,Ible modtI I cat ions, o the guidelines are
 
di;cuss,d he I,.
 

Utilization of clinterpart funds by religious groups has been hampered
significancly by le1ays and weak adidn is trativc procedures in the
 
Com i ( £P I .
,ss,riate 


The Fglise di CI-iot- an 7,iare represents 0 1!? z.i Lion Zairlans in
 
,-Pro tc, tant dc i,-,.in-ition,s. 'l'hr tliU lf'cicprcnt 
 Sectrtarlnt's
 

(Croupe tchniqucitral 
 e) effort,,, tiiirtv-fivo rural developmentcent-e rs fi in-'t, ,o,, Z:ire vaFIotns 
,;ocr,.2 -S re liIn IIInd," to ncr-l gseI . 

t rt:'e i rxe tindIn, input; which 
I t 1.url product i.i y,(production credit-s) In Lnidu 4 1t ro-: i4 , an o..rlcutur- loan fund,NE1A , h:t. fundlld cVcr 9 o , (, .1di:1telm) ,at ic- intorest to small

vfl Iag,. or p.tti;hIi-.Il vcel 'coop r,it v ,Ivr icultIr-I I( ftorus . '11e "XiI 
nat-ional v1!; s dr;v"1;n tp itplan t.o ext-cia tle MEDIA expertence to the ii
other ei)hr rogion:;. ThelIEC Iian; a national la-in fund, OF
(Ecumenical Cooperative Ix)ian l.und) ,lich has made 

7CLF 
imllV loa ns to
the agrliit-tral ,I-ctor, presently ass;isting the transport of ag­

ricil turAI prociuctt. to ma-ilet.s (imarket ing cred .ts). 

5, 
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 POL...CY hsUS, 

-

t re economy haeperiened up to 100% :
 

S : -- inflation during the last three years. 
 The IRD hs characterized
the Situation as 
-October 1979). 
crisis in its 'latest report 
(Zaire Economic Memorandum,.
Production in rll sectors.hasdec1A
 

important element 
in the decline has been th.e absenc&"or ineffectve­es"s Of GO MOAsll *es to maintain prof It.b)ih Lw o*f pi4-duetlon add
Particularly da.aging was failure to adapt producers' prices, inerst 
. 

- ", ­ rates, and the foreign exchange rate to"the.rapid rise of domestic

inflation. 
The scarcity of imports has severely restrained produc­

PP-i : tion,. particu]larly in manufacturing.
imprt, Tn tie agri.l.. lturalimportso of agricultural inputs, ,such as! l-a~ .sector,fertilizers andp ptrletdes,' -:) : :1 
were 80% lower in1.977 than in 1974..'. Zairianization and nationalia­: :.. tion measures als contributed to reduced production efficiency. 
 Over­. - - valuation of tlf'e currency did not 
allow pr6ducers to 
take full ad-van'­
tage of export opl ortunities; increasingly negative in.terest rates
 encoud capita

discouraged both 

flight and dissaving; and erratic price policies
roduction and investment.. 
The mainbeneficiaries of

high inflation were relatively high-incomie groups and the commercial'
and public service sectors.
 

The production crisis and associated. hyper-inflation have so altered 
n, - ' relative prices and cost' structures, distorted the patternj of pro-
duction, a'nd changed the 'role and'behavior of economic-agents, that
it has become difficult to introduce policies to provide production
incentives which are 
effective in all sectors. .The IBRD.Working Group
on agriculture endorsed the 

' 

approach of stimulating production through
priority, Integrated progrnms for inmJor crops,'.which:.siml ]taneously-., 
 '',addresse tihe prollt,,,ms of tho produc 
rs' pr s,i Inputt,;e cr'rdit, axton­sion, marketing, and ownership. -- " 
 . ,---­

-

- . . '
 

" -. :",::Agriculture Sector Policies 


The adequacy-of producer incentives are 
so important to increasing
' agriculture produc ion and success of agricultural credit programs . 

-that considerbab given to a maj or' reassessment of policiesand p'erformance ofj the agriculture-sector. 
A Working Group -in Ag-
 .
riculture; .organiz d:by IBRD. met in Kinshasa in March 1978."An
 
ariculture 
sector assessme 
 ideally would be conducted under the
auspices of- IRD with strong encouragement of the consultative group.USAID should consi~der proposing anmajor agriculture assessment studyfor endorsement b the consultative grou,- at its nex~t meeting in May.
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'. l.CLNG-IT USi SD' t) 'VIA t t:Y 

Guide] ines 

Perhaps the primar objective For effective use of local currency proceeds 
Is financing of de4elopment act:ivities through dev ces such as revolving

funds or development cred it inst ttitiors which recycle the principal and
 
i::erest !::r'1 t -:12 e poss I h in. fo-r p:'iduet ie. , actl­tht ext(n t n'estvnent 

V t.'c.: rlt her tlaon .snaptien or we re pr-o.r:nms,
 

, ne the aio , 1tv of A:\of . ,[ f I fo w nltori Ig and lldmIntisterin, 
t15e!,; if 1-ool curr,:ncy i.; very flwited, h, guidelinos should be Implemented
V,." a 7o1 no f.ii lost itnt I .. 

Third, since effect-:ive utilization of development funds requires standard 
project analvsi; and lending procedures, the administcr ing institutfoe should 
he, it possiblo, an experiencod credit organization rather th:n an Informal 
adjunct to an office of the Comrnissnrinte of Plan. 

Fourth, use ;-of local currency should be con; istont with national economic
 
develpment policies.
 

Fifth, a ceiling of perhaps $250,000 or ;600,000 should be placed on the
 
size of lons;.
 

Sixth, mnximum loan s ze should be revi,;ed upward semi-annually, in proportion 
t- the ri t. , k It il lilt oll dti If 

it" teopr c'ed l. p ' 1 .fe ,--men IthI 

Seventh, CO7 and patrastatal prices and incentive policies must be consistent 
with profitable agrjicultura] production andi repayment of principals. 

Eighth, the Mission, sh nuld adopt: a firm, tip-beat, positive attitude toward 
repy mcnt rqur'1 : Idh ich I0-1ts 1 ,hatL does e:cpecr1('nt or no fe',nce IISATI) not 
loans to be repaid. Ilowever, Implomentat Ion of repayment requl 1rements depends 
to a large extent on the integrity of the lending institution. 

Ninth, financing slhould be limited to production and marketing of food crops,
thereby excluding financing of cash, export crops. 

Tenth, initatinn of a realer agriciultural credit program should be under­
taken in conjunction ':i,_h a major reassessment of agricultural sector policies. 

Spe ific Loan Crit:cia 

For better assurange that loan currency pro eods -atisfv the development
objectives envisioned by Congress USAID, number snecificand a of additional 
criteria can be Included in the 1980 P1,480 Title 1 Agreement. 



1. Borrowers ihould be private individuals or groups, thereby excluding
 
financing for ove -nement enterpriges;
 

2. The maximufi loan should be in the range of 7600,O00, adjusted semi­
annually for infla :ion;
 

3. Formal ocolomic and financial analysis of all pron sed projects; 

4. loans are :o he devoted primarilv to m.dium-term credit for tools,
 

equlipment and conlr Viiu on:
 

5. Amorti zatio. to corr'espond to tho economic life of the items financed,
 
averaging p:rhap,; "-7 vearon
 

6. Credit ;ho d not ,'eprimarilv for financing.or marketing of food
 
commodities; and
 

7. (overnment officials are ineligible borrowers while holding office. 

TV. INTERIM PROCEDUPF Fi FY 1980 Pl.480 

ACR FEM ENT 

Discussions during the panst week suggest that, while there are many agri­
cultural credit need,, which are not supplii by public institutions, the
 
most urgent need is for financing capital and equipment needs of small and
 
m'ediun nize. far;'v's. Si nce tio re Is no\'O rnment or soml-government inst i­
tut-:on to provido this credlit:, VSAID shou l! consider steps to encourage the 
GOZ to establi ,ln 'uch an institution, while. in the iterm, developing a 
nucleus of ag-iculrural development expertis e within the Commissariate of 
Pl an. 

In order for such a project t:o be underta:en with assurance of sound organi­
zational and financial structure, P fe<n Ibilitv study should be made by a 
team of internntionally recognized experts in agricultural credit in develop­
ig countries. Such a team would require up to 6 person months of consultat ive 
effort: by 2. or 3 members. The objective of such a study would be to investigate 
the feas i b 1 i . and alppropri n tcnos, of es tabl i .hin, an autonomous, apricil tural 
credit iist ft utiorn to vr;'Vo primli v non--corporate. ll and medium size fail*sn 

credit requi rements. In t:he interim, the Commisnarfate of Plan should he 
encouraged to ident:ify nn agricultural credit unit within its staff which would 
further formaliz:e the dovelopment finance procedures for assessing the feasi­
bility of loan appfe!ations to he financed by counterpart funds and for 
preparing the epa1l, oranizational, and operational policies and procedures 
for an agriculturaI development bank. 



ANNN 
tPllev SmIth oeetinf!s 	 4/11/80 

lT,,Id, - April 15 st 

-MssionMr. Norman sweet, SATI Die(Lo,, 

.r. Loland Vt-th, USATD - Chiof Food and .,1riculturlr Division 

r 'i rschbaur, FAO - Agri cul ture CoroJrat:fye I*J\'Vser 

:2t' flO5(!dy April 16 

Mr. Bob Johnson, US Embassy - Agricultural Attache' 

!.!r. Lonard Lange, US Embassy - C mmrcial Attache' 

r. Fena]d, Dept of Rural Development 

Cit. 	 ,wamba, (ffice Nat:ional de Promotion des Produits Vivriers (ONPV) -

Administrator - Commercial Pirector 

Cit. Mikl,:obi, 	 Department of Plan, Director of 	Counterpart Funds 

Cit. ubenga , Popnrcmon t o f Agp I criltiire -- lhvronu d 'Et ude 

Ir. 2i i:- onwaY , I'C? - .roi ip 'T'(r I n (i l1, Ce t: ra 1I 

Mr. XartJcou, SOFII)F, - Director Generale 

cit. Mbagala, SOFIDE - Director of Agriculture Department 

Cit. Kazadi, 	 SOFIPF DG.C. 

FrJdav,_April 18 

Ambassador RoberUOahliy, US Embassy 



P~r.Iuming Co'tnni-r t t~lindforY- 1980 

A. Joint USAIDI;OZ projects and activities Z28,183,203.00 

B. Projects and acti vitics proposed by the 
General Commissariat of Plan Z36,553,637.43 

C. Other pruposed allocations Z 4,100,000.00 

D. Catholic Relief Services (CRS) Z 5,000,000.00 

TOTAL Z73,836,840.43
 

PRM: 4/16/80 

http:Z73,836,840.43
http:5,000,000.00
http:4,100,000.00
http:Z36,553,637.43
http:Z28,183,203.00


Froraimmin cou(nt era..rt Funds for CY laS 

B. 	 Projects and acttvit i.s proposed by Plan 

1. 	 Agriculture Projects Initiated by
 
Individhals 
 Z10,000,000.00
 

2. 	 Public Organizations (including the 
FED road project) Z15,332,000.00 

3. 	 Missionatries and non-profit
 

orgi"OnctI I on. z 1.490.000.00 
(including t:KS request) Z 5,000,000.00 

4. 	 Rice Culture Funds Z 3,078,125.00 

5. 	 Anti-bottleneck Funds Z 3,500,000.00 

6. 	 SFC operating budget 	 Z 283,512.43 

7. Loan to Agro-Industry enterprises Z 880,000.00
 

TOTAL Z41,553,637.43
 

PRM: 4/16/80
 

http:Z41,553,637.43
http:880,000.00
http:283,512.43
http:3,500,000.00
http:3,078,125.00
http:5,000,000.00
http:1.490.000.00
http:Z15,332,000.00
http:Z10,000,000.00


.PMri, ( xr,~i or CY 19 Q 

1. Health Systems Development 
 z 632000
 

2. Endemic Diseases 
 2,213,000
 

3. Ag. Economic Development 
 2,767,581
 

4. Nutrition Planning 
 2,337,500
 

5. N. Shaba Rural Development 
 2,276,939
 

6. INERA Support 
 2,004,000
 

7. Cassava Outreach 
 970,900
 

8. ERTS - Zaire 
 600,000
 

9. Project Design Trust Fund 
 200,000
 

10. Fish Culture Expansion 1,500,000
 

11. Self-Help Trust Fund 
 500000 

12. IMELOKO Project 
 450,000
 

13. KARAWA Project 
 413,367
 

14. Development Manpower Training 
 2,792,362
 

15. Communications Center 
 60,000
 

16. VITC CEDECO 
 86,550
 

17. AMDP/Zaire 
 875,804
 

18. Loan 025 
 4,070,000
 

19. Loan 026 
 1,483,200
 

20, IRT (Intermediate Rural Technoloy) 500,0)
 

21. Ag. Sector rtudies 
 370,000
 

22. IFA RehabiLitation 
 560,000
 

23. IRC (International Rescue Commftiee) 
 300,000 

24. Travel Trust Fund 200,000 

PRMiLM/nhd 
4/10/80 

TOTAL Z28,183,203 



Programming Counterpart Funds for CY 98O 

Joint USAID/GOZ projects and activitiOF Z28,183,203.00
A. 


B. Projects and activities proposed by the
 
Z36,553,637.43
General Commissariat of Plan 


Z4.100,O00.OO
C. Other proposed allocations 

Total Z68,836,840.43
 

PR.M: 4/16/80
 

http:Z68,836,840.43
http:Z4.100,O00.OO
http:Z36,553,637.43
http:Z28,183,203.00
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