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Corn

Rice, Paddy
MIllet
Wheat
Pulses
Potatoes

Cassava

Sueet potatoes

Cotton
Cengo Jate

Cotton sced

Peinuts, in shell

Sesame seead

Pyrethrum flowers

Bananas and plantains

Col fee

Cocoa Reans
Taa

Rubber
Sugar, raw
Palm oil
Palm kernels

Meats
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Marneting of most agricueleural crops s deminated by the private
sector.  Although vrices are fixed by the Government at various levels
of the marketing thain, actual prices pald by consumers are often nuch
higher than the flxed prices as prices in the domestic market are
affected by the high margins of a chain of intermediaries, by inade-
quate high-cost t{unsportation, by packing and storage problems and
by hipgh losses especially of perishable products. This results in
either permanent shortapes of supply or intermittent supply which
cften does not medt demand. Uxpert marketing is handled bv commor-
cial plantations \rr trading agents,

Unvornmgng Sfruvt&ro

In spite of C0Z's intention to give priority te agricultural develop-
ment, agriculture's share of the recurrent budget during 1970-76

was abc tt 1,57, but increased to an average of 3% in 1977-78, while
its share of the investment budpet fluctuated between 2% and 8%,

The Department of Agriculture and Rural Development (D0OA), formed in
1979 by merger of the two components, is responsible tor establighing
gerieral agricultural production policy, dmplement ng price and market-
ing policies for agricultural creps, carrving out apricultural re-
search and providing extension and village drinking-water services.
The DOA is headed by a State Commlssioner for Agricultuve, with two
State Secretaries under him, one for Agriculture and one for Rural
Development.  DOA 1s currently able to provide little effective ex-
tension service te the countrv's farmers, Extension is cffective
only for the small minoriey who benel i from he rouphly 3O rural
cevelopment projects (almost all toreign assisted). Operations are
hampered by lack of research and of improved seeds and other inputs,
poor transportation and communications, and weak organizaticn in
general,

the Natdonal Tascitute of Avronomdc Rescarch and Studies (INERA),
under DOA, is 1In charge of dgricultural resecarch in Zaire. Its
activities cover plantation and field crops as well as livesteock.
INERA has twenty-two research stations, not all of them active due

to inadequate budget.

Tn 1971, Government established specialized development orgpanizations
(Offices) for cach major apricultural product.  ONAFITEX, the first
established dealt with cotton; ONACER, the Naticnal Cereals' Office,
wvas for maize and pther grains. The principal responsibility of the
Offices was to proide terchnical assistance to farmers, buy produce
at fixed Governmenk prites, and process and sell 1t either on the
domestic or export‘murket. In May 1978, most Offices, including
ONACER and ONAFITEYX, were abolished. The National Staple Foods
Preducts Office (Office National des Produits Vivriers, ONPV) re-
placed ONACER to pFovide farmers with inputs and assure marketing
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During the year of econcric boom in 1973 and 1974, credit contrels
were progressively velaxed permitting rapid growth in the money sup-
ply. In 1974, the credit cellings limitding the volume of commercial
banking cperations were replacad with an obligatory reserve require-
ment system, and In 1975 the reserve requirements of commoercial banks
were ralsed from 0% to 455 in order to hold down expansion of
credit.  Having been abandoned in 1977 and replaced once wmore by
cradit ceilings, fn carly 1979 preaeprve requirereonts were reincro-
duced, commercial barks having to deposit 257 of thelr liabllities
with BDZ. The credir cerlings svstem was also vetatuned, limiting

the overall volume of credit a commercial bank could provide over

a gfven quarter, In relation to the volume of tts deposits at the
teginning of that quarter. Tadividual cellings also were established
within that overat! limi: repulating the relative proportions of
commercial bank lending to dit(cront priovity secters and uses,

¢.8., agriculture, industry, commerce, transport, and lecal produc-
tion of essential goods wivh a small residual remaining for other
loans.  Maxfmum fnterest rates on commercial bank loans were raised
somewhat to between 7,57 and 20Y%, cifective January 1979,

The decline in ecconomic production, limitations on imports, limited
convertibillty of the currency, and reluctance to make term invest-
ments, have contributed to the commercial banks being highly liquid,
until the reintroduction in Januarv 1979 of reserve requirements to
reduce excess liquidities., Civen the limited scope for traditional
cormercial l‘:mlcim:f activitdes and the reluctance of the commercial
tanking systems tol scek new sectors of Investmert, the onlending
rates prior to Jannary 1979 played little rele in the allocation of
locel currency resources. HHowever, the new interest rate structure
introduced in January 1979 1s expected to have a sormewhat greater

impact en resourca allecation.

Intlation
Over the past thrce years, inflation has averaged 87% per annum {(60%
in 1977, cver 100%Z in 1978 and 1007 in 1979). Major contributing
factors include: (1) reduction in supply of goods both imported and
demestic coupled with declining but srill excessive demand; (2) expan-
sion of the morey pupplv, in particular until carly 1975; and (3)

the impact of worldwide inflation on Zaire's impores, For the next
three years, IBRD estimates that inflation mav be 60% in 1980, 40% in
1981 and 30% in 1982,



[}h. ACGRICULTURY CREDIT NEFL

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

1. Productinn credit;

2. Medium-tprm credit for small to middle-size borrovers;

3. Medium-term credit for large, corporate borrowers, includ-
iny parastatal organizations; and

4. Credit f$r food marketing and stabilizat ton.

Production Credit

Production credit is to finance short-tern production inputs such as
sced, fertilizer, insecticides, and othor costs associatod with land
breparation, planting, cultivation, control of discascs and insects, and
harvesting. In Zaire, financing of this type 1s provided almost exclu-
sively by private scurces. lavpe farmers and cerporate producers have
limited acecess to funds through SOFIDE, partly for producticn credit.
come small farmers are able to obtain swmall amounts of production
credit througl religious orpanizations such as Progress Fopulaire
(Catholic), Eglise du Christ au Zalre (ECZ), Croup Technique Central,
and cooperatives, although there are very few cooperatives in the
country wvhich provide credit. TFAO has proposed a new proiect to
initizte production credit facilities within the rural development
division of the Ministrv of Apriculture. However, thie proposal has
not yet Feen appraved and prebably would not he ready to diaperse
significant amountis of loans for two to three years.

M. Raynal 1s an FAO agricultural credit advisor who formerly worked

with SOFIDE, to heln orpanize the SOFIDF apriculture department. How-
cver, Sor “Y has no cvedit pregram oriented te the small farwers.

Two proposals vera put torward fn order to assivt the small farmers,

but they vere turned down. Therefore, small farmers didn't have access
to SOFIDE credit, piven SOFIDE collateral conditions, and other re-

quired puarantces. Vith the TAO assistance, . Raynal is developing

an agriculture credit projeet, vithin the Department of Rural bevelop-

ment, directed te the small farmers.

The first phase of the project will be to launch two pilot projects

in the Bnnzn—hpunqw (Bas-Zaire region) and the Fwilu (Bandundu region)
areas. Credits w411 be made to small farmers through projects (vegetable
project in Banza- Ngunpu and maize project in Kwilu) and cooperatives.

The credit will be mostly for production (one to two years): tcols,
fertilizer, sceds will be provided. A small portion will be for
marketing (three to six months).



Since credit will be made to the traditional sector, the FX component
will be kept at a minimal level, most of the expenditures to be made

in local currency| (80%).. The lending will start during the second
semester of 1980, 1f funding is available to the project. The second
phase of the progyam will focus on development of an agriculture credit
institution, which will cover both the modern and the tradltional
sector. ;

Im the past, the Depavtment of Apviculture had an agriculture credit
program called "Cfedit Agricole Controle'. Credits were provided to
large farmers 1in jﬂﬁh and {n kind (equipments, miterials, and other
foputs).  However, this experdment id not last voery Tong since the
Depavtrent of Agriculture was unable to collect vepavments,  The De-
partwent crodlt program 1s presently Imited to agticulrure fuputa
(sceds, fertilizer, cmall tools) provided to the small varmery through
projects supervised by the department.  These credits are repaid at
harvest, |

Since the small farmers have no access to credit made by private banks,
the department belicves that 1t 1is necessary to develop an institution
speclalized 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 1in certain areas of
the Bas-Zaire and Bandundu regions., The credit consists of agriculture
inputs (e.p. hand tools, fertilizer, =seeds, etc.) plven to the farmers
throuph projects or farmera organizations (cooperatives)., Tha agricul.
ture iuputs discributed to the farmers are provided by forelgn donoru
(e.g. Belpgium, Japan, cte.). The repayment 1s made either in kind or
in cash at the hnﬂvont of crops.

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

Kasai Oceidental region. the 607 decided to make funds available to
ONPY in order to carry our marketing operations in that area. In
August 72,000,000 from U.S. generated counterpart fuads were loaned

to ONPV for a period of six months and 5% interest rate. The ONPV,

in turn, made sub-loans totaling 721,350,000 to mills operating in the
concerned arca. The difference or Z650,000 vere used by ORPV to

buy corn.

|

Medium-term Credit for Middle-size Borrowvers

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

five years duration to finance construction and expansion of build-
ings and tools and equipment. Part of the financing requires foreign
exchange. At present, there is no lending institution providing this
type of credit for! loans averaging from 72150,000 to 2300,000 ($50,000
to $100,000). Thﬂs group of farmers, with farm size ranging perhaps
from ten to fifty heectarcs, has a recognized nced for credit to expand
productive operations and make them morce cofficicnt.
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ITI. USES OF COUNTERPART FUNDS

The Secretariate'for céunterpnrt funds under the Commissariate General
du Plan, in coopuyration with USAID, implements the 1979 Title I agree-
ment signed July 27, 1979. The CO0Z is requlred to submit a plan for

the distributlon pf rice under the agreement. USAID and representatives
of the Commissavilte Geneval of Plan weet quarterly to plan and program
allocations from countevpart fund accounts, Agreement on programming

of counterpart funds is Cinaliced through an exchance of letters bo-
tween the Comuds: hofate Cenersl of Ylan and USAID.  No disbursements

ave permitted untit the budyets have been accepted 1n we itlny by both
partics,  Use of comterpart funds are in acveordance with the objectives
ot Title 1 sales aprecnents and other Ioan apreenonts, fecludinge apend-
ments and written understandines.,  When counterpart funds have been
programmed by jodnt COZ/USATD projects, a Project Agreenent must be
approved by the Commissariate Ceneval ot Plan. Counterpart funds

are released by the Commissariate General of 'lan on receipt of a

signed Project Agreement. For other uses, a project description and
budget is provided by G0Z te USAID, and agreement on programming of

such uges is accennlished by exchanye of letters.

The Rice Colture Fund te revitalize rice production is funded by
depesits of the diffevence between the selling price of the 1979
PL=4B0 rice and {ts cost price, plus 227 profit margin, and is de-
posited In the IY {1979 P1-480 Title 1 spectal account in ~he Bank of
Jatve. feall seli-help projfects, usualiv undzr 210,000, are funded
through o trust tund adeinistored by FRALD,

Commissariate General of Plan reports month.y on the status of
counterpart accounts and makes a quarterly activity revort to the
USAJD/Controllerﬁ

Ttem 6 of the 1970 aprcement specities that procecds and taxes accruing
to the GOZ from the sale of PI-480 commoditfes will be used for eco-
nomic development projccts which dirvectly benefit neady people. The
specific programs authorized ave summarized in Annex 2 (attached).
About 417 of the counterpart funds proprammed for CY 1980 1s for

jolnt USAID/GOZ projects, and 537 is for projects and activities pro-
posed by the Commdssaviate General of Plan.

Compliance with the procedures has been generally satisfactory with

the primary exception of certain funds released by the G0Z without
concurrence in writing Ly USAID. The C0Z subsequently has restored
these funds. Uhile compliance with the provisions of the agreement

has been penerally acceptable, USAID has expressed dissatisfaction with
the provislons of| the agreement and meworanda of understanding which,
for example, hﬂvetnot explicitly precluded toans to private indivi-
duals, who also are offlclals of the G0Z, and have uot required

|
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standard profect banlveis procedures for asaersing economic and
Clhuanctial teasibiaiey o proposed prefects. No Dttt has been placed
on the size of loans. Possible moditicar {ons of the puidelines are

Utilization of co{mterpart funds by religious groups has been hampered
significantly by ({lelays and weak administrative procedures in the
Commissariate du Plon.

discussed below.

The Fglise du Chrvist au Zaire represents 6 1/2 riillion Zairians in
5S¢ Protestant dendoinatfons, Through {t« Development Secratarvlat's
(Groupe tmﬁhniquc-3(fontt1‘nlc») cfforts, thirty-=five rural developmont
centers In nine repions ot Zalre veceive various fundine {nputs which
serve ag revolving funds to {ncrcase apricueltural preductivicy,
(producticn credits)., In Pandundu vesion, an airicultural loan fund,
MEDA, hae funded ever 9% 1oans (medivm term) at lew interest to small
villape or paush-level coopevative apricaltural otfores.,  The FX7
natienally has draun up a plan to extend the MFDA experience to rhe
other eight regions.  The LCZ has a national loan fund, FCLOF
(Ecumenical Cooperative Loan Iund) which has made eany loans to

the agricultural sector, presently assisting the transport of ag-
ricultural products to mavlels (marketing credits).

TR ] . . e
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Voo LONGSTERM DSAID STRATEOY

Guidelines

Perhaps the primarj objective for effective use of local currency proceeds
is financing of development activities through devices such as revolving
funds or development credit institutions which recvele the principal and
interest pavments, to the extent possible, for productive, Investwent actl-

vitics rather rhnnkcnmsumption or welfare procrams,

Second, since the gvaflability of A T.D. staff for monttoring and admintsterine
uses pf local currencv is verv limited, the guidelines should be {mplemenced
by a Pairain Institution. '

Third, since effoctive utilization of development funds requires standard
profcct analvsis and Jlending procedures, the adninistering institution should
be, if possible, an experienced credit organization rather than an informal
adjunct to an office of the Commissariate of Ilan.

Fourth, uses.of local currency should be consistent with national economic
develepnent policies.

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

Sixth, maxinum lean size should he revised upward semi-annually, in proportion
to the vate of infintien daving the proceedine o-month periad,

Seventh, GO0Z and parastatal prices and incentive policies must be consistent
with profitable agijicultural production and repavment cof principals.

Fighth, the Mission should adopt a firm, up-beat, positive attitude toward
repayment requirements which permits no inference that USATD does not cupect
loans to be repaid. However, fmplementation of repayment requirements depends
to a large cxtent on the integrity of the lending institution.

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

Tenth, inftiation of a major agricultural credit program should be under-~
taken in conjunction with a major reassessment of agricultural sector policies.

Specific loan Critdcia

1
For better assurance that loan currency proceeds satisfy the development

objectives envisioned by Congress and USAID, a number of specific additional
criteria can be included in the 1980 PL4AKD Title 1 Aprecment.



1. Borrowers phould be private individuals or groups, thereby excluding
financing for povelnement enterprises:

2. The maximufr loan should be 1in the range of 7600,000), adjusted semi-
annually for inflapion;

3. Formal ecepomic and financial analvsis of all provrosed projects;

4, Loans are Po be devoted primarilv to m-dium~term credit for tools,

equipment and consvruction:
5. Amovtization to corrvespond to the economic '{fe of the {tems financed,
averaging porhaps -7 vears;

6. Credit should not be primarilv for financing or marketing of food
commodities; and

7. Covernment officfals are ineligible borrowers while holding office.

IV. INTERIM PROCEDURES FOR FY 1980 PL48O

L1 ———
Nscussions during the past week suppest that, wihile there are many agri-
cultural credit needs which are not supplicrd bv public inscitutions, the
most urpent need is for financing capital and equipment needs of small and
redium size {armers.  Sinece there s ne government or coml-povernment fnsti-
tution to provide thie credit, USAID should consider steps to encourage the
GOZ to establish <uch an institution, while, in the iterim, developing a
nucleus of apvicultural development expertise within the Commissariate of
Plan.

i
In order for such a project to be undertaken with assurance of sound organi-
zational and tinancial structure, o feaslIbilitv studv should be made bv a
team of internationally recognized experts in agricultural credit in develop-
ing countries. Such a team would require up to € persen months of consultative
cffort by O or 3 members. The objective of such a studv would be to investigate
the feasibility and appropriateness of establishineg an autonomous, agricultural
credit instituricn to sevve primarilv non-covporate, small and med{um sfize farm
credit requirements. In the interim, the Commissarifate of Plan should be
encouraged to identifv an agricultural credit unit within its staf! which would
further formalize the development finance procedures for assessing the feasi-
bility of Joan applications to be finarced bv counterpart funds and for
preparing the lepal, orpanizational, and operational policzies and procedures
for an agricultural development bhank,
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Propramming C””“‘TfﬂflelLﬂEhinﬁ‘[.gy.]?ﬁo

A, Joint USAID/GOZ projects and activit{ies Z28,183,203.00
B. Projects and activitics propesed by the

General Commissariat of Plan 236,553,637.43

C. Other pruposed allocations Z 4,100,000.00

D. Catholic Relie! Services (CRS) Z 5,000,000,00

TOTAL Z273,836,840,43

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

Froprammics Counterpart ?'n:‘.d:‘l for CV 1930

B. Projects and activitics proposed by Plan

1. Agriculture Projects fnitiated by

Individuals Z210,000,000.00
2. Public Orpanizations (including the
FED road project) Z15,332,000,00
3. Missfonarfes and non-profit
orpantsat fons Z 8,490,000, 00
(Including CRS request) Z 5,000,000, 00
4. Rice Culture Funds Z 3,078,125.00
5. Anti-bottleneck Funds 7 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

PrReramming Qowmtorpart Funde [for CY 1980

A Jolat USAID/QW. Frviects

1. Health Systems Development
2. Endemic Diseases
3. Ag. Economic Development
4. Nutrition Planning
5. N. Shaba Rural bDevelopment
6. INERA Support
7. Cassava Outreach
8. ERTS - Zaire
9. Project Design Trust Fund
10. Tish Culture Expansion
11. Self-Help Trust Fund
12. IMELOKO Project
13. KARAWA Project
14, Development HManpower Training
15. Communications Center
16. VITC CEDECO
17. AMDP/Zaire
18. Loan 025
19. Loan 026
20. IRT (Intermediate Rural Tochnolo#y)
21. Ag. Sector ftudies
22, 1FA Rehabiiitation
23. IRC (International Rescue Commitkee)
24, Travel Trust Fund
PRM:LM/nhd

4/10/80

I 632,000
2,213,000
2,767,581
2,337,500
2,276,939
2,004,000

970,900
600,000
200,000
1,500,000
50,000
450,000
413,367
2,792,362
60,000
86,350
875,804
4,070,000
1,483,200
500,000
370,000
560,000
300,000

200,000
228,183,203



Programing Counterpart Funds for CY_PQSO

A. Joint USAID/GOZ projects and activities z228,183,203.00
8. Projects and activitier proposed by the

Ceneral Commissariat of Plan 236,553,637.43

€. Uther proposed allocations z4,100,000.00

Total 268,836,840.43

PRM: 4/16/80


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




