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Executive Summary

zaire, an independent nation since June 30, 1960, is the largest country in
sub-Saharan Mrica and one of the largest in Africa as 8 whole. Although
sparsely populated, zaire is endowed with immense mineral wealth and is
strategically located in central Africa. The mining industry dominates the
Zairian economy, and is in turn dominated by the copper and cobalt producing
parastatal, GECAMINES. Diamonds and petroleum are also mined, but Zaire
lacks the vast reserves ofoil found in n~ighboring Angola and Congo.

A promising area for future oovelopment inZaire is agriculture, the potential
ofwhich remains largely unexploited. The variety of its crops, including those
from moderate climates, could be broadened through the adoption of new
culblres. Although the manufacturing sector is small compared to the other
sectors, it too has a large potential for growth, particularly in the area of
agro-industrial and mineral processing. Much of the growth in manufacturing
could corne from the emerging local infonnal and parallel sectors, which
together make up what can be called the "second economy" ofzaire.

Evidencesuggests tbatasubstantial3l1dgrowing portion ofeconomicactivity
in zaire is taking place in the second economy. This activity, much of which is
to varying degrees illicit or illegal, is not captured by the official statistics. It
extends from production, in the rural and urban non-organized sectors, to
commerce (including smuggling), and illicit transfers in the fonn of bibute3,
bribes, and thefL Becauseof the pervasivenessofunrecordedproductive activi
ties, theactual levels ofGDP and percapita income inzaire are probably much
higher than those recorded in official figures.

Moreover, the official statistics may be misleading with regard to the assess
ment ofboth long teon changes in imporr!mt macroeconomic indicators and the
impact of adjustment measures. Ira regard to the latter, the pervasiveness of
parallel activities meant that a considmi ,te amount of economic activity oc
cUlledoutside thescopeofthedistortiol18J) governmentpricefOOexchange-rate
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policies which thereflJrms wereenacted to remove. Thus,at the timeofprogmm
implementation, the effect of potential liberalization measures may have been
to shift economic activity from the unrecorded back i.u ihe recorded economy
instead of, or in addition to, increasing the overall level ofactivity.

Zaire's economic difficulties began during the period from the late 19608
through the early 1970s. In this period, the govemment adopted an ambitious
investment Pl'Ogram financed by massive external borrowing, mostly from
commercial sources and on relatively hard terms. In theearly 19708,most major
commercial enterprises in agriculture and industry were nationalized. Nation
alization served only to lower productivity and inhibit private invesbnent for
years afterwards. At the same time, the government pursued lax monetary and
budgetary policies, which led to an unconlrOlled inflation and an excessive
overvaluation ofthecurrency, the zaire. Thegovemmentthen imposed sttingent
rationing and capital controls to deal with the scarcity of foreign exchange,
further distorting the economy.

Beginning in the 1970s, external and internal balances were unfavorably
affected by worldwide factors, such as the 1971 dollar crisis, the oil crises of
1973 and 1979, and ensuing world recessions. Most importantly, the interna
tional price ofcopper, reflecting the recessionary conditions of the time, fell by
40 percent in 1975. This decline precipitated asustained deterioration inZaire's
terms of trade. To resolve the resulting balance of payments and budgetary
difficulties, the government resorted increasingly to borrowing from the Inter
national Monetary Fund (IMF). From 1977 to 1982, zaire was almost continu
ally under some form ofecol'l.Omic and fman~~ia1 adjustment under the guidance
of the IMP. During this time, zaire's use ()f lMF's resources, through standby
and extended arrangements, and other special facilities, amounted to over US$
650 million. The economy during this period performed rather poorly. The
largest adjustment effort, however, came in 1983, starting with the stabilization
package adopted in September of that year.

The cornerstoneof the 1983 program wasa major adjustmentofthe exchange
rate and a refonn of the exchange rate system. Other policies included: sub
stantialliberalization and simplification of the exchange and uad~ systems,
including customs duties: an adjusunec~ and liberalization of domestic prices,
including interestrates, agricultural producerprices, and the prices ofpetrolewn
products; tighter control of spe.l1ding through restraints on wage increases and
reductions in public sector employment; a large-scale monn of public enter
prisesaimedatlowering theirfunding requirements, thusalleviating theirburden
on the budget; and a revision of the investment code with a view to attracting
private foreign investrnenL In support,of this program, the IMP provided a total
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ofapproximately US$ 1,200 million overafive-year period, ofwhichzaireused
about US$ 880 million.

Initially, the adjustment appeared to be walking. The economy's perfonn
anee in 1984, the f1l'8t year ofprogmm implementation, was satisfactory. Fiscal
and monetary developments remained within the program's objectives. As a
result, the annual inflation rate was brought down from more than 100 percent
in 1983 to less than 20 percent in 1984. This, together with the nominal
devaluation introduced in September 1983, led 10 a significant depreciation of
the real effective exchange rate. Total expon earnings increased substantially
and the balance of payments improved. For the first time in many years, Zaire
was able 10 meet its external debt service commitments regularly. Real GDP
grew by some 3 percent for the year, a rate which, although no greater than the
growth of the population, nonetheless represented a turnaround from the con
traction of real GDP in 1982.

Despite these initial successes, by 1986 the Z~airian economy was once again
under considerablepressure, reflecting fluctuations in international marlcets and
a weakening of government fIScal and monetary restraint More generally,
economic growthcontinued 10 be hindered byanumberofremaining distortions
andentrenchedstructuralweaknesses causedby years ofinappropriateeconomic
policies. To remedy these probl~ms, the World Bank agreed 10 provide long
term support 10 zaire's rehabilitation efforts. Beginning in 1986, therefore,
slructwal adjustment policies were introduced to supplement the stabilization
measures. Thesepolicieswere intended to lay thebRSis forasustainableexternal
fmancial position mId long-teon growth. The policies included improving
macroeConomic management, refonning agricultural and transpon seclOr poli
cies, and enhancing incentives for the private sector. The major production
increase was to come from the nonttaditional tradable sector, which was viewed
as a means ofeventually achieving external balance. A major structural adjust
ment creditconuibuted by the World Bank was designed to suppon the manu
facturing sector through the provision ofadditional foreign exchange to finanee
imports of raw materials and spare parts. FW1her changes in the tariff regime
werealso enacted10restoreincentives to theproductionof tradables, panicularly
nontraditional tradables. In July 1986, export taxes were abolished on all
manufacturing expons.

The performance of the economy following the implementation of the struc
tural adjustment measures was disappointing. On the basis of the recently
revisednational accounts data, real GOP in 1987 grew by 3.0percent, lower than
targetedand less than thegrowthrateof thepopulation. Real GDPdeclinedboth
in 1988 (by 0.1 percent) and 1989 (by 2.4 percent). The government budget
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deficit, which was 5 percent of (uorevised) ODP in 1986, grew to 10 percent in
1987 and 21 percent in 1988. Inflation surged to around 100 percent in 1987
and 1988, and after abating somewhat in 1989, reached unprecedented quadru
ple-digit levels in 1990. Reflecting as well as adding to this inflation, theparallel
rnarlcet exchange rate soared from US$ 1=zaires SOO in Apri11S90 to US$ 1=
Zaires 2,500 in December 1990.

To some extent, the weak performance of the economy under the structural
adjustment progmm was duc, at least initially, to stagnation ofproduction in the
mining sector. But the rruijor source of difficulty with regard to progmm
implementation has been, as it was in the 1960s and the 1970s, the conduct of
fIScal and monetary policies. Expenditure targets were exceeded by wide
margins, particularly in the political and sovereign categories, while investment
expenditures as well as expenditures required to keep up the basic infrastructure
were below the targets. Meanwhile, budgetary revenues did not meet the
standards required by the adjustment progmm. With further weakening in
program performance in 1988 and in 1989, the fmancial supportprovided by the
IMP and the World Bank was interrupted in the spring of 1990.

Throughout the past decade zaire has suffered continually from the effects of
the excessive accumulation of debt that occurred in the 1970s. Due largely to
the effects ofrepeated recapitalization ofprincipal and interest (debt reschedul
ing), the level ofe;tternal public debtrose through mostof the 198Os. Even after
rescheduling, the debt service burden remained heavy, accounting, for example,
for some 23 percent ofexport receipts and 16 percent ofgovernment revenue in
1987. Following the 1990 suspellSion of its agreements with the IMP and the
World Bank, Zaire suspended debt service payments to most of its creditors.

Eight years after the initial adoption of major poliey reforms, it is clear that
internal and external balance has not been achieved. Moreover, the prospects
for improvement are dim, due in large part to an extremely volatile political
situation. The question, it seems, is not so much whether tOO adjustmentpolicies
have been successful, but whether they have ever been implemented in a·
meaningful way. In spite of the initial effort of 1983-1984, the answer is they
have noL Instead, the country has continued to follow a pattern of largebudget
deficits, money creation, and high inflation. At the same time, zaire's relation
snip with the IMP has renewed theon-again,off-againcharacterofthepreceding
period. Nor have the policies described above resulted in significant structuml
changeintheeconomy. Pe~ps mostimportantly,productionintheagricultuml
sector for the most part has continued to stagnate despite a c:omprehensive
libemlization of pricing and marketing. Because of c:ontinued interference by
l~al authorities in pricing and marketing, the implementation of these reforms
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has been uneven. Of equal if not greater significance in explaining the meager
supply response ofagriculture to the reforms is the chronic neglect and deterio
ration of the rural transport infrastructure.

With an official percapita income ofapproximately US$ ISO-low even by
sub-Saharan African standards-poverty inzaiuc isapervasiveproblem. Some
stabilization and structural adjustment policies may have actually worsened the
conditions of vulnemble groups. In urban areas, ror example, restrictions on
nominal wage increases caused government employees' real wages to decline
substantially. Reductions in government outlays for health, education, and I
transportation services have mostaffected workers in the Informal sector, whose i
access to these services is not subsidized by theiremployers. It would be highly •
inaccurate, however, to blame adjustment pr ';les (those that were actually
implemented toasignificantdegree) for the cmrentsituation of the poor inzaire.
The decline in incomes to current levels in zaire must be seen primarily as the
result ofyears of misplaced government policies and priorities.

In rural areas, real incomes, although lower, have been relatively shielded
from the effects of the country's economic deteriomtiou because fann house
holds are capable of producing their own food. Declines in consumption,
however, may have been experienced by off-farm workers who are net buyers
of food. Although small farmers stood to gain from price and marketing
libemlization, in practice relatively few are likely to have enjoyed higher
incomes as a result of the reforms, reflecting implementation problems and
infrastructuml consttaints. Finally, the legal and institutional barriers facing
women may have inhibited their responses to the opportunities presented by
reforms, particularly price and marketing reforms in agriculture.
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Introduction

In 1983, following years of inappropriate policies and almost a decade of
economic decline, Zaire undertook a major effortat economic stabilization and
structural refonn under the guidance of the International Monetary Fund (IMP).
This was not the fust such program Zaire adopted, but it was by far the most
comprehensive. The exchange rate was devalued by some 78 percent; money
supply growth and monetary financing of government expenditures were re
duced; and ceilings were placed on government expenditures to reduce budget
ary deficits. The government also refonned the exchange and trade systems and
the tariffstructure, and liberalizedprices and marketing in agriculture. The IMP
praised zaire for boldly to eliminating a host of imbalances and distortions that
had long plagued the zairian economy. Four years later, in 1987, these reforms
were extended in amajorstructural adjustmentpackage adopted in collabomtion
with the IMP and the World Bank.

Initially, the stabilization measures seemed to work. In 1984, the first year
of the program, the inflation rate was reduced from more than 100 percent in
1983 to less than 20 percenL This ensured that the nominal devaluation trans·
lated into a substantial real devaluation, and contributed to an improvement in
the balance of payments situation. Perfonnance on the fIScal and monetary
fronts was within program guidelines. Real GDP grew by about 3 percent in
1984, a turnaround from the contraction of 1982 and stagnation of 1983.

These successes proved to be short·lived. By 1986, inflation, the budget
deficit, and the balance-of-payments deficit were once again strongly on the
upswing. At thestartofthe 19908, inflation was raging in the areaoflOOpercent
or higher. Thus, after almost a decade of stabilization 8Ild adjustment policies,
the economy today can hardly be said to have been put 0& a path ofadjustment
and growth.

The fust'" !iectiveofthisstudy is toexplain whyadjustmentandpolicyreform
undertaken by zaire in the 19805 has taken such an uneven and ultimately
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unsuccessful course. In addition, because of the extent of poverty in Zaire
whose per capita GNP is officially estimated to be about US$ ISO, among the
lowest in the world-the impacts on the welfare of the poor of measures taken
are of particular concern. The s(~nd objective of the study, therefore, is to
assess the effects ofpolicies undertaken before and during structural adjustment
on the welfare of low-income groups in zaire.

OUTLINE OF THE MONOGRAPH
The remairderof this study is organized as follows. Chapter2provides basic

background information on Zaire's geography, demography, and economic aDd
political structure. The important sectors ofthe economy are discussed indetail.
A discussion follows of the unrecorded or parallel economy in zaire and its
implications for the interpretation of the statistics used in the analysis to follow.
The last section of the chapter briefly describes the political and institutional
structure and its implications for economic policy and reform.

Chapter 3 traces the evolution of economic policy and ofi.he economy itself
from independence in 1960 through the adoption of major policy reforms in
1983. The chapter shows hoW the interaction ofeconomicpolices, such as fISCal
and monetary policies and externalborrowingby thepublic sector, withexternal
events, led to serious internal and external imbalance& t.iIld necessitated major
adjustment measures.

In Chapter 4, the period of stabilization and structural adjustment (1983 to
present) is examined. The chapter is divided into two parts, the fltSt analyzing
stabilization measures andstructwalreforms undenaken from 1983 to 1986,and
the secondcoveringrefonns undertakenas partofthe 1987 structuraladjustment
program as well as subsequent measures. Attempts are made to assess both the
effectiveness of implementation of various policies and their impacts on the
performance of the economy.

Chapter5extends theanalysis ofthe previouschaptersby examining in detail
the history and the perfonnance under refonn and adjustment of several sectors
which play crucial roles in the Zairian economy. These are agriculture, trans
portation, and mining. Asection isalso devotedto theevolutionofzaire'smajor
external deh~ problem.

In Chapter 6, a preliminary profile of the urban and rural poor in zaire is
presented. Several indicators of welfare will be examined, including incomes,
food consumption, nutrition and health, and access to social services. The
economic status ofwomen and the connection between gender and poverty are
discussed. As indicated, a major aim of this paper is to assess the effectof the
adjustment policies on the poor in zaire. Unfortunately. cfuect quantitative



3

information is as yet unavailable. Nevertheless, our knowledge of how house
holds interact as consumers and producers with the macroeconomy can be used
to shed light on the connections between various macroeconomic policies and
the incomes and welfare of the poor. The chapterconcludes, therefore, with a
preliminary assessment of the effects of adjustment on the most vulnerable
population groups in Zaire.



2. Economic Structure and
General Background

LAND. POPULATION. AND NATURAL
RESOURCES

zaire, fonnedy the Congo, gained independence on June 30, 1960, after 80
years of Belgian rule. The country occupies a large area of about 2.4 million
square kilometers, or .9 million square miles. It is administratively divided into
10 regions or provinces: Bandundu (regional capital: Bandundu), Bas-ZWre
(regional capital: Barna), Equateur (regional capital: Mbandaka), Haut-Zaire
(regional capital: Kisangani), Kasai Occidental (regional capital: Kananga),
Kasai Oriental (regional capital: Mbuji-Mayi), Maniema (regional capital:
Kindu), Nord-Kivu (regional capital: Gama), Shaba (regional capital: Lubum
bashi), Sud-Kivu (regional capital: Bukavu), and the capital city of Kinshasa.
which fonns an autonomous administrative entity.

zaire is also strategically located in the center ofAfrica. It is surrounded by
nine countries: the Central Mrican Republic (CAR) and Sudan to the north;
Uganda to the northeast; Rwanda, Burundi, and Tanzania to the east; Zambia
and Angola to the south and southwest; and the Congo to the northwest.

zaire comprises three distinct population groups: the Negroid group which
includes the Bantu, the Sudanese, and too Nilotes; the Hamites group, which is
related to the Arabs; and thePygmies group, which is related to the mongoloids.
The Bantu form the majority of the population of Zaire. They live almost
ev~rywhere, but they are found in particularly large numbers in the center and
in the southern band (Bas-zaire, Bandundu, Kasai OcCidental and Oriental, and
Shaba regions). The Sudanese and Nilotes are concentrated in the northeast,
near the Sudanese and Ugandan borders. The Hamites live in the Maniema and
around the city ofKisangani. Pygmies live mainly around the Ituri River.

From these three groups spring at least 250 sub groups, each speaking a
distinct language. Four of these serve as vernacular languages in various partS

of the country. They are Kikongo (spoken in Bas·Zaire and Southern Ban-
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dundu), Lingala (spoken in Kinshasa, Equateur, Haut-Zaire, and the Anny),
Swawhili (spoken in Haut-Zaire, Maniema, the two Kivus and Shaba), and
Tshiluba (spoken in the two Kassis and Shaba). The latest census, in 1984,
estimated the population at 35 million, which ttanslatell into a low population
density ofabout 15 people per square kilometer. This avemgc, however, does
not adequately represent the geogtaphical distribution of the population. The
population densities are higher in the uplands than in the equatorial forest
regions, and they are highest in the eastern highlands of Kivu and Haut-Zaire.

Low population density, combined with the presence ofan immense mineral
wealth. helps explain to some extent past and present economic developments
in Zaire. First, in contmst to the majority of countries in sub-Sahamn Mrica,
mining mther than agriculture has been zaire's engine of growth. Second,
industrial activities, whether in the mining or the manufacturing sectors, Imdi
tionally have been organized into large fInns with a relatively high degree of
capital intensity. This picture is somewhatdifferent today, as activities ofsmall
and medium sized finns have developed into a dynamic infonnal sector since
the mid-1970s. Third, activity in the modem sector has traditionally relied on,
and continues to rely on, foreign capital and managerial skills.

Zaire's development pattern has also been detennined by its climate and
geology. The equator divides the country into two almost equal parts. Along
the equator, as one wouldexpect, high temperatures prevail throughout the year,
and it rains almost daily. The further one moves from the equator, the cooler
and the more diversifIed theclimategets. Below the equator, a warm and humid
season alternates withadryandcoolerseason twiceperyear. Awann/coolcycle
in the Northern Hemisphere coincides with a cooVwarm cycle in the Southern
HemiSphere. Accordingly, the topogmphicallandscape ofZaire is immensely
diversifIed. The center and the northwest are dominated by a low and marshy
land, the Cuvette Centrale, which is covered with a thick forest, while the
uplands orplateauxand the mountains extending over the rest of thecountry are
covered with savanna, a tropical, grassy vegetation scattered with trees. The
country is also dmined by a gigantic river, the zaire River. The river is 4,700
kilometers or 2,900 miles long, by its mam confluent, the Kasai, and by their
numerous tributaries from the Northern and the Southern Hemispheres.

ECONOMIC STRUCTURE
The sttucture of the Zairian economy has not changed dramatically over the

last 30 years. Mining has been the most important sector, and has consistently
accounted for slightly over one-fifth of the GDP in the last two decades. The
copper and cobalt production of the parastatal 06n6ra1e des Carri~res et des
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Mines du zaire (GECAMINES) dominates the mining sector, foUowed by
industrial, diamond-producing Miba. Gold has a large potential but the state
owned enterprise, Office des mines d'Or de Kilo Molo (OKIMO), which has
been in charge of gold extraction since independence in 1960, has been matTed
by fmancial difficulties during most of its existence. Petroleum drilling contin
ues, and new reserves are being discovered; however, unlike in neighboring
Angola and the Congo, prospects in this area seem very limited. Although the
manufacturing sector is small compared to the other sectors, it has potential for
growth, particularly in the area of agw-industrial and mineral processing. The
mostpromising source for future development inzaire appears to be agriculture.
As described further below, the potential in this area remains largely unexploi
ted. Aside from the cwrently exported crops such as coffee, cocoa, tea, and
rubber, zairecould diversify its agriculture by expanding the variety ofits crops
by adopting new cultures, including those from moderate climates.

Figure 1shows the contribution of the various production sectors to the gross
domestic product in 1988. The shares of these sectors were as follows: agricul
ture and fishing had 21.1 percent; mining had 22.3 percent; manufacturing had
6.5 percent; energy and water had 1.6 percent; transportation had 5.0 percent;
construction had4.1 percent; and otherservices had 26.4 percent. Each ofthese
sectors is briefty described below.

Agriculture and Fishing
Productive agriculture takes place mostly in the highlands of Bas-Zaire,

Southern Bandundu, Kasai and Shaba (theSouthern Band), and in the mountains
of Kivu and Haut-zaire. The latter two regions, in particular, with their fertile
volcanic soils andcoolerweather, lend themselves to agoodassortmentofcrops,
including Mediterranean varieties. The scope for agriculture is limited in the
Cuvette Centrale, as soils are constantly washed out by rains. Although crops
such as plantains and cassava are cultivated there, timber and fIShing are the
main agricultural activities in the Equateur and northef,!) Bandundu regions.

Agriculture in zaire has a dualistic pattern of sm9llholder and plantation or
modern agricultural systems. Three to four million small fanus produce mostly
food crops using traditional methods. The three major food crops are cassava,
maize, and rice. Small fanns also produce peanuts, plantains, sorghum, beans,
and sweetpotatoes. Cassava is the most importantof the food crops. It accounts
for some two-thirds of the total cultivated area devoted to cassava, maize, and
rice, and is the most important source of food crop nutrients (Tshibaka and
Lumpungu 1989). Most smallholders are subsistence or semisubsistence farm
ers. However, two cash crops, coffee and cotton, are produced on an estimated
1 million and 250,000 small farms, respectively. The plantation sector is
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Figure 1-~ross Domestic Product, Sectoral Shares, 1988
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Electricity
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Sourr»: Bank ofZ8Jre (1989).

Other
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organized around large-scale production of industrial and export crops such as
coffee, cocoa, rubber, oil palm, and tea. Production relies on modern techniques
and paid labor. The plantation sector accounts for about 70 percent ofZaire"s
agricultural exports. A number of crops produced by smallholders or planta
tions, such as cotton, palm oils and palm products, peanuts, and rice, are both
consumed domestically and exported.

zaire is essentially a land-surplus economy, and labor input rather than land
detennines output on traditional fanns. Only in some areas has population
density limited the availability of land for cultivation. The traditional system of
land ownership in zaire, the communal system, vests the ownership of land in
the local community unit, and not in individual rights, and guarantees access to
land to almostanyone who wants to engage in agricultural activity. This system
is based on the land reform of 1966 (the Bakajika law) which replaced the land
tenure system instituted during the colonial administration to regulate land
utilization by large plantations and mining comparres. Under the new law, all
land technically belongs to the state. However, long-tenn or large-scale land
tenure is authorizedsubject to thepaymentofarent, themteofwhich is evaluated
as a function ofland quality and the nature ofthe agricultuml activity. Land use
privileges are more generous for zairian nationals than for foreign owners.

During the colonial period and in the early years following independence,
zaire was not only a major exporter of timber, cott.on, palm oil and palm
products, coffee, and rubber, it was also self-sufficient in food crops. Since
independence, largely as a result of inappropriate policies, production of most
crops has either stagnated or expanded very slowly. While zaire still exports
coffeeand rubber, itexports only insignificantamounts, ifany, oftimber, cotton,
palm oils, and palmproducts. In recent years, the country has even had to import
some of these commodities, specifically palm oils and palm products as well as
food grains, to meet its domestic consumption needs.

The poorperfonnance of the agricultumI sector can be traced to the zairiani
zation and nationalization policies of the 19708 (discussed below), to a general
lackofa nationalagricultural developmentstrategy,and topoormacroeconomic
management. As explained below, the consequences of these policy shortcom
ings have been the severe deterioration of the agricultwaI transport netwodc,
poor or nonexistent agricultural services, and a general lack of incentives for
investment in the agricultural sector. Thus, despite the enonnous potential
described above, Zaire has not been able to de~lop the agricultural sector to its
potential.
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Mining
As stressed above, the mining sectorhas historically been by far the country's

most important source of foreign exchange and ofgovernment budgetary sup.
port. In the early postindependence years, mineral exports provided 85 percent
of foreign exchange and about 65 percent of government revenue. Although
these figures have declined in recent years-they were about6S and 5S percent,
respectively, in 1988/1989-mineral products remain the largest single source
of foreign exchange and revenue for the government of Zaire. In the last two
years, copper has accounted for about 40 percent of total export earnings. Zaire
produces about 6 percent of the world's copper and is the 6th largest producer
ofcopper after the United States, the former Soviet Union, zambia, Chile, and
Canada. The copper ores, the metal contentofwhich averages between 4 and 5
percent, are located near the surface, and therefore can be successfully and
cost-effectively extmeted by open pit operations. Other principal mineral ex
ports include cobalt, diamonds, crude oil, zinc, cadmium, silver, cassiterite, and
gold. Of these, cobalt, zinc, and silver, along with rare metals such as palladium
andplatinum, areextractedas by-products ofcopper. Zaire is the world's largest
producer, and the United States the world's largest importer and final user, of
cobalt.

Prodl:ction in the mining sector is dominated by GECAMINES, acompletely
government-owned enterprise founded in 1967 to replace the old colonial
company, Union Miniere du Haut-Katanga (UMHK). GECAMINES produces
90 percent of the country's copper and all of its cobalt, zinc, and coal output.
With a work force of 40,000, it is the largest employer in the economy, except
the government itself, and itprovides a major portion ofgovernment tax revenue
(almost 2S percent during the period 1984 to 1989). Other public enterprises in
the mining sector include SODIMlZA, which mines the remainder of copper
output, and MIBA, an 80 percentgovernment-owned company, which accounts
for about 2S to 30 percent of total diamond production. Another parastatal,
SONAlRAD, is responsible for procuring spare parts for ml\ior public enter
prises.

Manufacturing
As in most developing countries, the share of the Zairian manufacturing

indUSb)' is modest relative to othersectors. However. itcoversadiversified field
of activities including consumer goods, investment goods, and infrastructure.
The consumer goods include inter alia food processing (foodstuff, beverages,
tobacco), fats, oils andchemicals, textiles, and leather. Investmentgoodsconsist
mainly of b'ansport equipment, light me~, and wood processing. The output
from the manufacturing sector is almost entirely absorbed by the domestic
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marlceL However, because ofthe high import content. of the intermediate inputs
used in these industries, they are critir.ally dependent on foreign exchange
earnings from exports.

Energy and Water
zaire's energy resources are impressive and include petroleum, coal, hydro-

electricity, and timber. Reserves of petroleum and coal are estimated at 135
million barrels and over700 million tons, respectively. The country's potential
for hydroelectricity development is substantial, as zaire is blessed by abundant
water resources, particularly the zaire river. A parastatal, Socidtd Nationale
d'Electricitd (SNEL), produces and distributes electric power throughout the
country. In the early 1970s, the Government embarked on an ambitious plan to
exploit the hydroelectric potential of the zaire river at Inga in Bas-zaire. The
Ings projectwas part ofa broader strategy to turn Zaire into an industrial power,
and its huge capacity was to be justified by the development ofseveral heavily
electricity-dependent industrial complexes as well as exports ofelectrical poWell
to neighboring countries. The former included a planned steel plant at Maluku
(north of Kinshasa), a nitrogenous fertilizer plant and an aluminum smelting
plant, among other projects. After the fust two phases of the Inga Project
installed capacity is about 2,500 mw, still only a fraction of Inga's potential. In
1983, the consiruction ofa 1,100 mile high tension line from Inga to Kolwezi in
Shaha was completed. This transmission line, which was constructed by the
American company Morrison-Knudsen, provides power for GECAMINES op
erations.

As it turned out, a number of the industrial operations that were expected to
utilize the hydroelectrical poteJ'!tJal of Inga did not materialize. The smelting
plantwas planned to convert~uxile into aluminum using importedbauxite from
Guinea through a large-S'-ale Guinea-zaire joint venture, and would have been
one of the largest electtic power-using industries in the region. It has been put
off indefmitely due, in large part, to delays in the construction ofa deep water
port at Banana, which was necessary to ensure routine shipping oftheoutputout
ofthe country. Another majorproject, the steelplantat Maluku, was abandoned
after acalUy invesbnent and a short period of activity.

The Government's efforts to put Inga's potential to use have been frustrated
because zaire's external debt problems, which in large part resulted from
borrowing for construction of the Inga complex, have meant that additional
external fmancing fm' new projects has not been forthcoming. In addition,
exports to neighboring cotmties as a source of demand remain marginal. Al
though thegovernmenthasestablishedan industrial free zoneknown as the2JJne
Franche d'Inga (Zofi) to attract foreign investment through a low-cmt electric
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power supply and generous tax concessions, there remains considemble excess
capacity at Inga.

Ovemll, the Inga Dam and Power line investments have not been viewed by
independent obselVers as good investments. The final cost of the construction
of the tmnsmission line, in particular, has been more than three times the initial
project estimations, and its maintenance is also very expensive. Moreover, as
noted, the financing needs of these major investments have contributed a large
share to the mounting external debt problems experienced by zaire for the last
two decades.

SNEL also manages a numberofother, smallerhydroelectric plants includ!ng
the Ruzizi dam in South Kivu, the Mobaye dam in North Equateur, and plants
in the two Kasai and in Shaba.

Despite the diversity of its energy sources, Zaire has historically relied on
imported energy, particularly oil. This has been the case in spiteof the country's
own reserves of petroleum. In part, oU imports were encoumged by the low
international cost ofoU prior to the 1973 oU crisis and by the meagerness of the
domestic oil reserves in zaire as compared to those of its two neighbors - the
Congo to the northwest and Angola to the south and southwesL Two interna
tional consortiamanage theexploitation ofzaire'soil reserves. Thefirst, headed
by Chevron (fonnerly GulfOil) began off-shore drilling in 1959 and production
in 1970, and the second, zairep, owned by Pe!t'Of1na and Shell, began on-shore
drilling in 1958 and production in 1972. A Petrofina-Amoco consortil~m has
been drilling in the great Lakes in Eastern zaire for several years with no
conclusive results despite high levels of concen1nl.tion of methane gas in Lake
Kiw.

In 1978, the oil distribution sector was nationalized and a newly established
state-owned company, Petro zaire, was given a monopoly over local purchase,
import, and exportofpetroleum products. Anothercompany, Zaire-Sep. a joint
venture involving the zairian government and oil companies. was given a
distribution monopoly. As a result of this reorganization. inefficiencies crept
into theoildistribution sector. During this period. when the copperindustty was
in a relative slump and the government had come to depend heavily on taxation
of the oil sector, the budget recorded net revenue losses. The oil monopoly was
laterabolished in 1984/1985 underpressure from international lending agencies
as a precondition to credit and loans.

The fact thatZaire continued to importoilevenafter local extraction hadgone
into effect would seem at fIrst sight pamdoxical. Indeed, the country extracts
enough crude oil to potentially cover its domestic needs. The reason for the
ongoing cumbersome organization is 3imple. The only local refinery, Som,
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built by the government in 1970 witha view to reducing Zaire's dependency on
imponed oil, turned out to be unsuitable for refining the local crude oil. The
heavy crudeproduced inzaire is considered more appropriate for producing fu,:,l
oil suitable for heating and not gasoline. Consequently, Zaire must export its
entire output ofcrude oil, while Sozir has to import all the crude oU required for
its operations. With the completion of the flJ'St two phllSCll of the Inga hydro
electric dam, the benefits of substituting cheap hydroeler.tricity, wherever pos
sible, for petroleum and other forms ofenergy are obvious. As noted, however,
the Government's efforts to develop new industrial sources of demand for
electricity have not been very successful.

With many riversand lakes, whichare continuously renewed byrainfall, Zaire
has abundant water sources. Agovernment owned company, Regideso, is in
charge of water treatment and water supply for the entire country. However, as
discussed below in Chapter6, access to potable wateris inadequatein both urban
and rural areas.

Transportation
The transportation network consists of about IS0,OOO kilometers of roads,

2,800 kilometel'S of which are paved and 8,000 kilometers of which are located
in urban areas; 5,250kilometers ofrailways; 15,000kilometers ofwaterways as
well as a complex of airways. The government sets general policies regarding
tmnsportation, especially long haul transportation, and oversees their implemen
tation through about adozen agencies. Some of these assume bothasupervisory
and an operational role. Short-haul ttansportation is generally handled by a
multitude ofpublic, semipublic, andprivatecompanies under broadgovernment
supervision. Moreover, under the new privatization guidelines, private compa
nies have recently emerged in the air and river transportation business as wen,
thus contributing to the gradual elimination of the public sector's monopoly in
these areas. The transportation infrastructure and activity has deteriorated in
recent years. As explained below, this deterioration has had unfavorable conse
quences for economic activity, particularly in agriculture.

Construction
C07\Struction has been essentially a private sector activity in Zaire. Lmge-

scale modem constnlction, initiated by the government or huge multina
tionals, is usually contracted out to well~stablished European companies.
Recently, the share of Zairian owned businesses in the modem construction
sector has been increasing. Individual dwellings and traditional housing are
generally built by the owners themselves or under their supervision by small
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conlractors from the informal sector. In zaire, construction constitutes one of
the most labor-intensive and perennial activities.

Commerce
Commercial activities are very lucmtive inZaire; as a result, they have grown

quickly and steadily in the past decade. The fastest growing activities include
wholesale and retail tmde of imported and locally manufactured goods as well
as the marketing of local food crops. During the colonial administration, import
bade was the exclusive domainofprivatecompanies owned by foreign nationals,
mostly of Greek, Portuguese, or Southeast Asian descent. However, the latter
have increasingly sought association with zairian citizens in the recent years,
while thepetit commerce, which pre'1fails in small urban stores and in traditional
markets, is mostly in the hands of zairian small owners and peddlers. The
growing community of foreign nationals of Lebanese origin has increased its
presence in the commercial activity inzaire. In zaire, tradeappears to bea more
labor-intensive activity than it is in more developed countries where automation
has taken hold.

Monetary and Financial Institutions
The banking system consists of a central bal1k, the Banque du Zaire, several

commercial banks, and a half-dozen nonmonetary financial institutions. 'The
Banque du zaire is completely government-owned. It is the government's
banker and cashier. In this capacity and under its legal statutes, the Banque do
zaire extends credit to the government on demand. It also serves as a banker to
several public enterprises and extends credit to commercial banks. As the
country's central monetary authority, the Banque du Zaire issues the currency,
the Zaire, and regulates domestic credit. It is the ultimate and most influential
agency in advising the government on developing and implementing monetary
and credit policies. In this caplCity, the Banque du Zaire plays a major role in
negotiations between Zaire and the International Monetary Fund. Relations
between Zaire and the World Bank, on the other hand, have been handled
primarily by the Ministry ofFinance and the Ministty ofP1anning.

The commercial banks, all but three of which are private, maintain close
associations with the foreign banks from which they originated or ofwhich they
are bmnches. The other fmancial institutions include, inter alia, adevelopment
bank, Sociitl de Financement du Developpement (Sofide), a savings institution,
Caisse Glnlrale d'Epargne du Zaire (Cadeza), a mutual fund, Institut National
de Securit4 Sociale (lNSS), and a nationwide insurance company, Sociitl
Nationale d'Assurances (Sonas).
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The second Economy
A good deal of evidence, much of it qualitative, suggests that a substantial

portion of economic activity in zaire is not captured by the official statistics.
Activities in the unrecorded economy, also known as the "underground," "par
allel," or "second" economy, are, to varying degrees, illicit or illegal. They
comprise production activities, particularly but not exclusively in the ruml and
urban infonnal sectors, commercial activities (including smuggling), as well as
illicit transfers in the fonn .of hibute, bribes, and theft. As this description
suggests, much of the unrecorded economy involves activities that, mther then
being illegal per se, are not reported to avoid taxation or because they are
conducted in foreign currency.

Almost by def'mition, the unrecorded economy is extremely difficult to
measure. Theevidenceregarding its sizeandgrowth is for the mostpart indirect
or derives from anthropological studies (most notably, MacGaffey 1987) or
geneml observation. The common picture of severe economic decline, deterio
ration ofpublic services,and inefficiency ofgovernment, conflictswith frequent
casual evidence of continued economic vitality. Apparently, individuals have
reacted to the deterioration of the official economy by turni'lg to the infonnal
sector or underground economy for their livelihood. Evidence of the need for
this is provided by the sharp fall in fonnal sectorreal wages.particularly ofpublie
sector employees, whore real wages are so low that income from other sources
has become necessary for subsistence (see Chapter6). Thesearchfor additional
income is thus a routine aspect of government employment and encompasses
the use of one's position as a base for private business activities as well as for
bribery, embezzlement, theft, and illegal taxation. The prevalence of such
activity may partly explain the large discrepancy between household expendi
tures and reported income (including infonnal sector income) in the 1986
Kinshasa survey•

Smuggling and fraudulent exporting and importing (through, for example.
underinvoicingandoverinvoicing)ofminingandagricultJll'B1 products as means
ofevading taxes and acquiring foreign exchange for illegal importation are also
widespread. The alternative of barter of domestic for imported goods is also
very common both in border and wban areas. Ratios of exchange of various
goods areapparently well-established in these pamllel markets.! The cost to the
government in uncollected taxes and foreign exchange is hard to estimate but is

1 MacOaffey (1987) pIOvldcs Ipllclfic example. of barterequivalences.
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considered to be very high. Sinceallofthese transactions are unreported, official
figures underestimate the t.ctual volume of trade and domestic production.

Actual resource mobilization for the provision ofgoods and services by local
governments throughout zaire also appears to be much higher than recorded
levels. An internal analysis conducted by the World Bank suggests that the·
official figures are offby more than a factor offive. The difference is apparently
made up through unrecorded levies such as tolls or school fees and"sernivolun
tary" contributions by businesses and prominent local citizens.

These considemtions suggest the need for skepticism when dealing with
official data. The actual levels of GOP and per capita income in Zaire are
probably much higher, perhaps seveml times higher, than the official figures. In
recognition of this, the World Bank, beginning with the fourth edition (1988) of
the World Tables, rescaled all values of theirzaire macroeconomic database by
a factor of approximately 1.95. For this paper, it was felt that such an across
the-board adjusbnent, rather than yielding new infonnation, would besomewhat
arbitrary and potentially misleading. Instead, in what follows, the original
national accounts, compiled for the most part by the Bank ofZaire, are reported
with the caution that they understate the !rUe values by some unknown factor.

In addition to underestimating levels of output and incomes, the offiC;ia1
statistics may be misleading when assessing changes over time. The deteriora
tion of the official economy since the mid-1970s may have coincided with, and
been compensated by, a vigorous expansion of the parallel economy. If so,
economic activity has not suffered to the extent indicated in the national
accounts. With opportunities for smuggling apparently widespread, the same
caution applies to estimated trends in agricultural production in the 19708 and
1980s discussed in Chapter 5.

Finally, the intemctions of the parallel and official economies complicate the
assessment of the impact of adjustment measures. With pervasive smuggling
and parallel market activity, a considemble portion of the economy was already
opemting unburdened by the government price and exchange-rate distortions
which refonns were designed to remove. Thus the effect of past and potential
future liberalizations may be to shift economic activity from the umecorded to
the recorded I:'COnomy instead of, or as well as, to increase the ovemllievel of
activity.

Following its evaluation of these issues, which led to the rescaling of the
national accounts described above, the World Bank initiated a technical assis
tance project through the French consulting fmn PRAIGEFI to revis13 the
methodology ofdata collection and processing into a more sophisticated set of
national accounts. Acommitteeofexperts, including representatives from INS,
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the Minisby ofPJan, and the Bank ofZaire is currently involved with the project.
In 1988, the committee conducted a survey of the infonnal productive sector,
the results of which have been analyzed and are being incorpomted into the
national accounts. Preliminary results tend to conflnn the suspicion that the
actual GOP has been much larger than the recorded OOP. The revised OOP
estimates for 1987 and 1988, for example, at 861 and 866 bUlion zaires, are
much higher than the corresponding figures of 327 and 623 bUlions of zaires
published by the Bank of Zaire. In addition, the share of value added by the
commercialand manufacturingsectors increases, while thatofmining, for which
official records were relatively much more accumte, declines after the adjust
ments are made (Republic ofzaire, 1990).

INSTITUTIONAL AND POLITICAL
ENVIRONMENT

As described in the preceding section, the zairian economy is basically
dualistic, consisting of the formal economy on the one hand and what has come
to be known as the second economy on the other. The latter encompasses a
significant amount of pamUel and informal activities and consists,.of two cate
goriesofopemtors. Onecategory consists ofsmall individual entrepreneurs who
run manufacturing and processing factories and commerce outside the main
stream channels of activity. The other comprises larger established enterprises
the main activities ofwhich can be classified as fonnal and organized but some
portion of whose output falls into the second economy, that is, is smuggled or
sold offthe record to avoid various restrictions and taxes. To illuSlmte the latter,
nonnal output of the mining enterprises is regularly recorded before it is
exported. From time to time, however, entireplane or train loads of GECAMI
NES' output of cobalt and copper have been reported missing. In reality, the
output was simply smuggled to such countries as France and South Mrica.

The activities of the second economy are largely associated with what has
come to be known as rent-seeking behavior. Rent-seeking refers to activities
motivated essentially by a desire to capture rents or scmcity premia - financial
or nonfinancial - which accrue to individuals or corporations that hold a
monopoly power such as a special license to exercise a given activity, a quota
overa given maIket, etc. Such rents are different from, and additional to, profit,
in the sense that they are notreturns to entrepreneurship. Corruption is a special
case ofrent-seeking, in which individuals misuse apublic trust to captureprivate
gains (rents). Activities such as embezzlement, theft, and exchanges of ttibute
and bribes, insofar as they provide premia accming on the basis ofcontrol over
resources, also fall under the definition of rent-seeking.
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Rent-seeking is not unique to zaire, ofcourse; it is common inmanycountries
in sub-Saharan African (Bates 1981). The case ofzaire stands out, however, in
the pervasiveness and impunity with which illegal rent-seeking activities are
conducted. As Janet MacGaffey notes, "what sets zaire apart in Africa...is the
limitless pursuit of wealth by the powerful clique that runs the coun
try."(MacGaffey 1991). As this statement suggests, the key to understanding
the extent of rent-seeking behavior in zaire is the political r.nd institutional
structure as it developed after independence.

Coming to power in 1965 afl-'r five years ofpostindependence political and
economic tunnoll, President Mobutu vowed to introduce a democratic govern
ment and market-oriented economy. Instead the new government turned out to
be rather autocratic, controlled by a single political party, the "Popular Move
ment of the Revolution (MPR)," and supported by a partisan, almost private,
militia. The official doctrine of the MPR has evolved from "Nationalism and
Authenticity" in the early 1970s to the obscure "Mobutisme" (Mobutuism) in
the 1980s, a collection of teachings of the President-Pounder. The nature of the
regime has been consistent, however, over its 26 years. Described variously as
akleptocracy (Komer 1991) orpatrimonialist (WiUame 1972) regime, Mobutu's
regime seems to have viewed government primarily as a direct source of wealth
and a means ofrewarding loyally supporters with wealth and status through the
dispensing of high public offices.

At the centeroftheruling elite is President Mobutu, who in over two decades
ofrule has become one ofthe world's wealthiest men. One obvious (but not the
only) means by which he acquired this wealth were the zairianization measures
of the early 1970s, discussed more fully below. These measures resulted in the
transfer ofownership and control ofcorporate holdings of foreigners to zairian
nationals. Fourteen major agricultural enterprises distributed to the president
and his wife by these measures, grouped into a single conglomerate called
Cultures et Elevages du zaire, constituted the third largest. employer in the
country at the time. Mobutu also became the largest shareholder in one of the
country's major commercial banks and acquired indirect interests in the opera
tions ofmany foreign fmns (Young and Turner 1985).

Below the president, the governing elite has been characterized as having
seveml distinct layers (Gould 1979). The highest is the presidential clique,
consisting of trusted kinsmen closely linked to the presidentby ties ofblood or
land and occupying tOO ~riS;hest positions in government Below them is the
presidential brothernood, cclDsisting ofa few hundred persons from every area
of the country. The members of this group, like those in the previous group,
may acquire wealth through their positions in the administration, which allow
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them 10 engage in graft and cOlTUption with vinual impunity. Lastly come
thousands of middle-level officials and administrators, who, while not able to
engage in corruption with complete impunity, nevertheless enjoy considemble
access to wealth. Given this institutionalized system of patrimony in which
closeness and loyalty to the president are rewarded with access to power and
re,nts, it is not surprising that the government, while notoriously inefficient in
clUTYingoutthe usual functions ofstate, llnevertheless functions mosteUectively
to further the interests of the clique that controls it" (MacGaffey 1991).

Moreover, because of zaire's great natural wealth and its strategic impor
tance, this elite has had access to enormous resources, both domestic and
external. Externally, Zaire's strategic weight in West-East competition helped
it to muster favorable attention and substantial foreign fmancial assistance from
bilateral and multilateral SOUICeS for two decades, beginning in the mid·1960's.
As will be described in subsequent chapters, the government of zaire took
advantage ofits then faultless credit rating and of exceptionally favorable world
marlcet conditions, including high prices for copplrand otherprincipal prim8JY
commodities exported by zaire as well as the oVe.I'Supply of Buro doUars in the
late 19608 and the early 1970s, to bolTOW heavily It> fm~!1ce aD1unberofgigantic
invesbnent projects. Although these projects proved to be ofdubious eConomic
value, they allowed wen-placed individuals to collect commissions and obtain
lucrative contracts with the government.

Internally, as described earlier, zaire is endowed with abundant natural
wealth, particularly minerals, and this has enabled a large mobilization of
resources from domestic sources. According to the World Bank (1991), zaire's
use of domestic resources from taxes and other assets avemged about 12.3
percent of GOP through the 1980s. The government also received substantial
indirect contributions such as the use ofproceeds from GECAMINES' exports
to guarantee short-term governmentbol1'Owingabroad, undelpricing offoreign
exchangeand goods used by the government, and the accumulation ofdomestic
arrears. When taken together, the actual absorption ofresowces has been high
in the Mrican context. However, the lack of accountability in the political
system has permitted a great portion of this substantial pool of domesti~

resources to be diverted to unproductive investments and the personal enrich
ment of those in high government positions and their allies. A noteworthy
indicatorofthe diversion ofresources towardunproductive uses such as reward
ing political supporters is the budgetary category "sovereign expenditures"
appearing in government reports, denoting expenditures for political activities
of the president's party.
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A third reason for the pervasiveness of rent-seeking activity in Zaire is the
sharp deteriomtion of the fonnal sector of the economy during the last two
decades. In particular, in the public sector, where real wage~ have fallen to
extremely low levels, most civil servants have had to seek income from other
sources for subsistence. As noted in the previous section, this search for
supplementary income, legally acquired or otherwise, has become a routine for
govemment employees. Civil servants use their official position as a base for
private business activities as well as for bribery, embezzlement, theft, and illegal
taxation, or else they spend much of their time away from their jobs on personal
business, resulting in low productivity in the public sector. These persons are
by no means all members of the ruling elite, demonstrating that rent-seeking
activity in zaire pervades many levels of society•

The nature of the political system and the propensity for engaging in unpro.
ductive and illegal activities have resulted inpolicies that have made a few direct
beneficiaries Wealthy while hanning economic efficiency and growth. This can
be illustmted, for example, by exchange mte policies. At least until the refonns
of 1983, control over access to foreign exchange was a major means by which
high officials could either enrich themselves directly or purchase political
loyalty. Exchange controls thus C\lnstituted a major source of rents, with the
result that the allocation of foreign exchange had little to do with ensuring
economic efficiency. The ruling clique in zaire has in fact been described as
having a "neo-Mercantilist" fIXation with foreign exchange (Leslie 1987), an
attitude which also explains the government's frequent treabDent of GECAMI
NES, the country's major source of export revenue, as little more than a easy
source of foreign exchange.

A second example is provided by Zaire's large and inefficient structure of
state industries. As noted by Bates (1981), an important basis of Mobutu's
power has been his ability to make appointments to state-regulated industries.
Efforts to reform the pamstatal sector have comeupagainst the need to use these
industries as away to reward supportersorsimply asa sowceofself-enrichment

Third, the attitude ofth~e in power toward agricultural development is also
explicable in this context As will be described in detail insubsequent chapters,
agricultural investment since independence was virtually ignored in favor of
massive development of the industrial, energy, and mining sectors, in spite of
the country's huge potential for agricultural development This was quite
consistent with the development thinking of the 19608, when Zaire became
independent, which viewed industty as the engine of growth. Undoubtedly also
at work, however, was the fact that the structure of mining and industty made
investments in these areas more attractive to elites in control of state agencies



21----------------- --.----~

or desiring quick access 10 foreign exchange or construction conttacts and
commissions.

Since rent-seeking operates through government control or ownership
(through parastatals) of the economy, it is 10 be expected in a country where
rent-seeking is pervasive at the highest levels that reforms 10 reduce the role of
government in the economy will not be implemented easily or effectively.
zaire's institutional and political structure therefore constitutes a major factor
behind the uneven implementation of crucial changes in economic policy
discussed in subsequent chapters.

I



3. Economic Developments and
Policies to 1983

EARLY DEVELOPMENTS: 1960 TO 1967
As was typical of the colonial situation, the economic structure and institu-

tions of the Belgian Congo, as zaire was known prior to independence in 1960,
were geared toward serving the metropolitan center, Belgium. The country's
output consisted essentially of export crops and minerals needed and prized by
the industrialized countries. The manufacturing induslry, although growing,
was limited to a few commodities for which local demand was substantial.
Foreign exchangr. proceeds from exports, therefore, were used to import con
sumer goods as well as equipment needed to increase the country's productive
capacity in the mines ~nd in the infant manufacturing induslry. Because of the
magnitude of the invesbnents required and the limited supply of domestic
savings, the colony ran a cwrent account deficit which was fmanced through a
regular flow of capital originating in or guamnteed by Belgium.

Zaire'sbasic infrastructure during thecolonialperiod includedextensive road
and river networks and education and health institutions. The infrastructure was
among the mostdeveloped inAfricaand was relatively well-maintained. More
over, the production and marketing support systems were efficient. Although,
unlike in the former French and British colonies, higher education was not
available to Zairians, primary education was provided on awide scale. With the
physical and social infrastructure fairly well developed, production for export
as' well as for the domestic market was maintained at high levels and a strong
economic growth rate was sustained over a long period of time, while inflation
remained low. As aresult, real per capita income was among the higheston the
African continent.

Following independence in 1960, the country entered aprotracted period of
turmoil marked by political strife and secession attempts in several parts of the
country. The crises stemmed essentially from the fragility of the institutions
hastily set up by the departing colonial power and from the new leadership's
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lack of vision, technical skins, and experience in public management. The
uncenainty generated by these political events discouraged private initiatives
and led to amassive migration of the population from the rural areas to the cities
and a flight of skined expatriates from the country. As a result, both the
infrastmcture and the productive capacity of the country disintegrated, and
output and exports fell sharply. Hence, the country lost a substantial amount of
foreign exchange, and the government was deprived of needed resources with
which to resolve the political conflicts, to pay the salaries of the growing civil
service, and to begin the long process ofconsolidating infrastructure and capital
in order to steer the country toward economic growth.

Despite the weakening of its resource base, government spending increased
during this period, leading to the accumulation of large budgetary deficits.
Limited domestic savings and the absence of a well-developed fmancial market
meant that these deficits had to be fmanced increasingly through advances from
the central bank, i.e., through money creation. During the fust halfof the 19608
public sector deficits grew progressively larger as the government was unabie
either to control spending or raise additional revenue. By the end of 1966, as a
result of these developments, the economy had reached acritical stage. Money
supply had expanded up to five times its level at independence, inflation had
accelerated. and the balance of payments situation had become alarming. By
mid-1967, the central bank's holdings ofgold and foreign exchange,which were
used to cover anonnal flow of import payments (i.e., excluding imports related
to foreign assistance or direct invesbnents), amounted to no more than the
equivalent of five weeks of imports (Bank ofzaire 1969nO).

In June 1967, zaire requested and obtained a stand-by arrangement from the
International Monetary Fund in the amount of US$ 27 million to fmance a
stabilizationprogram designed to control theeconomy andpromotegrowth. The
program consisted of monetary refonn, including the introduction of a new
monetary unitandasubstantialdepreciationofthecwrency,anddemand-cutting
measures, including limits on fISCal deficits and on monetary expansion, as well
as a freeze on wage and salary increases for both civil servants and employees
of the private sector.

Performance under the 1967 program was excellent. but it was primarily the
result ofexternal factors rather than a domestic effort. The economy benefitted
from the extremely favorable conditions that prevailed in the world's lIl8Ikets
for zaire's main exports in the period 1967 to 1969, particularly for copper,
which resulted in large increases in exportearnings and in govemmentrevenue.
Asaresult, the budgetaryand balance ofpayments targets wereachieved mainly
through unexpected revenue increases rather than through the progmmmed
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expenditure cuts or through an active revenue pollcy. Other objectives of the
program were also attained. Inflation was brought down to about 6 percentper
year in 1969 and remained well under 10percent through 1971. Real GDP grew
rather vigorously, avemging 7 percent annually from 1967 to 1974. Moreover,
growth took place in almost every sector of the economy. An imponant
exception was agriculture, where the lack of public and private investment,
absence of research and extension services, and deteriorating infrastructure
contributed to stagnation or declines in production of most crops.

The favorable external environment in this case was a mixed blessing.
Although the economy performed well, the government did not have to muster
much fIScal and monetary discipline to meet the program targets. Thus, an
opportunity was lost through which the country could have built a tradition of
good financial management. This hindered the ability to lake appropriateaction
when external factors became less favomble, as will be seen below.

EMERGENCE OF BASIC ECONOMIC AND
FINANCIAL IMBALANCES, 1968 TO 1975

The exceptionally good performance under the 1967 progmID, which ensured
the relatively easy access of zaire to the world's fmanciallnarkelS, particularly
the European mlllkets, encoumged the zairian government to embark on a vast
program of public investments financed by foreign borrowing. This program
emphas~ large projects in infrastructureand inenergy, mostofwhich had low
returns. The most significant of these, described in Chapter 2, concerned the
construction of the Inga hydroelectric dam and electric power transmission line
from Inga to Kolwezi in the Shaba region.

Although some investments in infrastructure, such as road maintenance and
building construction, were made with the use of USAlD counterpart funds,
borrowing was for the most part from commercial sources, on relatively Iuud
tenns. The heaviestborrowing occurred in 1973 and 1974. External public debt
(outstandinganddisbursed), which was only US$ 311 million in 1970, increased
rapidly to US$ 904 million in 1973 and $1,343 million in 1974. As a result, the
country's debt service obligations quickly rose to unsustainable levels.2

Theeraofgrowlhcame to an endin 1975,when, in the midstofthe worldwide
recession, thepriceofcopper inworldmarkets abruptly fell byalmost40percenL
This precipitated a sustained deterioration in zaire's tenns of trade (Figure 2),
with devastating effects on the economy. By the end of 1975 the country was

2 ZUre', extemal debt is e1i.cuued in detail in Claplel'S.
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Figure 2- Evolution of Terms of Trade
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experiencing a balance of payments crisis and a recession. Real GOP, which
had increased by some 7 percent in 1974, fell by S percent in 1975.

This economic crisis was precipitated by an external factor beyond zaire's
control: the fall in copper prices. However, the economy also Buffered from a
number of underlying structural and policy weaknesses that became readily
apparent in this period and, moreover, are for the most part still present today.
The vulnembility of the economy to fluctuations in copper prices was itself a
reflection ofa major structural shortcoming of the economy: its lack of diversi
fication in the sliucture of exports. On the Wlicy side, inappropriale policies
and weaknesses in economic and financial management on the part of the
government contributed to the persistent internal and external imbalances in the
1970s. These inciude: the masllive public investment program accompanied by
the accumulationofsubstantialexternal debtduring thegrowthperiod; excessive
public sectordeficits, financed by money creation: nationalization and Zairiani
zation measures imposed on industry andcommercial agriculture: and financial
weaknesses in the parastatal sector. These are discussed briefly below.

As noted, most of the government's exlernal borrowing was allocated to
ambitious projects which had low or uncertain returns. Anumberof them (e.g.,
in the mining sector) also accentuated the dependence of the economy on
fluctuations in world markets. In addition, the timing of the debt buildup could
not have been worse, because it led to rapidly rising debt service requirements
justas the price ofcopper, zaire's primary source offoreign exchange, plunged
in world markets. This, together with the volume and relatively unfavomble
lOnns of the debt, made it impossible for the government to meet its obligations
to creditors.

On the domestic side, deficient or absent fmancial markets, a scarcity of
domestic savings, and policy shortcomings in economic management resulted
in a pattern of excessive money supply growth. Most importantly, the public
sector's demand for resources was satisfied through bank financing. This
resulted in inflationary pressures, which increased consumptiOI1 demand and
unproductive orspeculative investmentat theexpenseofproductive investment.
The absence ofproductive invesunent, in turn, contributed to the fall offonnal
sector production. High inflation also created an environment in which the
zairian cwrency, the Zaire, became excessively overvalued. Together with a
rigid fiscal regime, this induced the development ofan active parallel market ~n
those sectors in which output could be smuggled out of the country. This was
generally the case for easily concealed products (such as diamonds) orproducts
produced near the border (coffee and gold).
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Internal and external imbalances were further aggravated by the Z8irlaniza
tion and nationalization measures of 1973n4, through which the government
attempted to radically lransform the ownership structure of the economy and
redur.e its dependence on foreign resources. These actJons came at the peak of
the Campaign ofNationalism and Authenticity, promoted by the government of
President Mobutu and the sole political party, the Mouvsment Populaire dl! la
Revolution (MPR). The stated objectives of the measures were the diversifica
tion of ownership of the country's economic base and a reduction in the
economy's relianceon foreign capital and skills. In practice, this meant the total
orpartial transfer ofthe ownerships ofcorporate holdings from foreigners to the
government or to zairian nationals, primarily the president and his close allies.
Unfortunately, the managers 10 whol,) foreign businesses were handed over
generally lacked the knowledge, ability, or inclination to run them efficiently.
With key enterprises poorly managed, production and distribution wereseverely
disrupted. Significant tmnsfers ofcapital abroad took place upon the imposition
of the measures, inducing the Bank ofZaire to reinforce exchange controls and
to expand credit to meet the import needs of nationalized enterprises, which
exacerbated inflation. Moreover,like the excessive external borrowing of this
period, the nationalization measures were as ill-timed as they were ill-advised:
the outflow of capital occurred justas the economy was reeling from the impact
of the drop in the terms of trade, thus worsening an already serious balance of
payments problem. Although the policies were reversed or substantially weak
ened after a few years, they nevertheless had long-term negative effects on
investor confidence, particularly within the country's foreign busin~s commu
nity.

Finally, com ;'~uting significantly to budgetary deficits, as well as to the
overall inefficiency of the economy, was the drain on resources represented by
the parastatal sector. With inappropriate pricing and foreign exchange policies,
poor management, inadequate control procedures, overslaffing, and shortages
offoreign exchange, raw materials, and spareparts, public enterprises generated
poor fir.ancial and economic returns. This in turn exacerbated government
deficits because of the implicit subsidization of the parastatal sector (with the
exception of GECAMINES) by the government. Although the government
typically did not directly subsidize the current operations of parastatals, it
provided thesectorwithcapital andassumed mostofthe public enterprises' debt
service obligations. The most serious example of this involved construction for
SNEL of the Inga Dam and the Inga·Shaba transmission line described above.
On the revenue side, the government received very little in return from the
parastatals. With the exception of GECAMINES, very few public enterprises
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paid laxes, and dividends on tho government's equity investments in public
enterprises were insignificant. In many respects the problems with pamstatals
persist today, despite recent effons at introducing refonns.3

INITIAL ATTEMPTS AT STABILIZATION
AND REFORM. 1976 TO 1982

Faced with abalance ofpayments crisis following the fall ofcopper revenues
in 1975, too Government of zaire sought financial support from the IMP. In
response, the IMP in March 1976 approved zaire's request for assistance under
the credit Iranches as well as under various special facilities for a total of US$
150 million. This wa.~ the fU'Sl offour Standby orExtended Financing Arrange.
ments (EFF) negotialed with the IMP between 1976 and 1982 (in 1976, 1977,
1979, and 1981) resulting in drawings of SDR 339 million. In addition, zaire
used the Fund's Compensatory Financing Facility on three or.:.:asions, in 1976,
1977, and 1982, for a total ofSDR 192 million. The policy packages included
in the stabili'zation programs ofthis period, although emphasizing oneparticular
policy oranother according to the severity ofa given crisis, generally combined
demand management and supply incentive measures with actions designed to
rehabilitate infrastructure in the agricultural, transportation and energy sectors.

Because of the similarity of policies adopted from one program to another
and the near ccmtinuii.y of the IMP-Zaire negotiations, it is difficult to separate
the effects ofoli:e program from those ofanother. As the data inTable 1indicate,
however, little pmgress was made during this period in bringing about domestic
and external stability or in restoring economic growth. Real GDP declined
during this period by about 1 percent per year, largely as a consequence of the
stagnation in Zaire's teons of ttade, which meant that foreign exchange require
ments of the productive sectors could not be met. Unfortunately, government
policies were not effectively adjusted to cope with the decline in the tenns of
trade and lowerexport (primarily copper) revenues, and the internal and external
imbalances persisted. Budget deficits increased, financed by credit expansion
which led to high inflation and an overvalued exchange rate. Money supply
growth averaged 40 percent annually from 1975 to 1983, about double the rate

from 1970 to 1975, while inflation averaged almost 60 percent, compared with
45 percent from 1970 to 1975. Adding to thecounlry's difficulties in this period

3 Molt notably••orviceOIIlhedebt incurredfor liIe Inaa-Shab.complex. which Rlprelenll about
one halfoflhe external debtoflhe CO\ll1l1y (IMP 1987), continuello be paid outof lhe lreumy rather
lhanSNBL'. inadequate revenUCll.
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Table 1 - Basic Data
Area:
Poptllatbn

Total (1988 esdma~):

Growth rate:
Gross national product (1988)1:
GNP per capita (1988):

2,345400 square kilometers

33.2 million
3,0 percent
US$4,980 billion
US$150.0

1970-75 1975-80 1980-83 1983-88
Annual populatlon growth raD 2.8 3.3 3.3 2.9
Per capita GNP (US$) 231.7 355.0 365.0 190,0

Annual Ra~ 01 Growthb

GOP (1970 prices) 2.2 ·2.0 0.9 2.3
Agriculture 1.7 1.1 2.4 3.2
Mining 2.8 -1.9 3.7 1.5
Manulacturlng 3,8 -6.4 -3,0 -3.0
Constructlon 5.7 ·6.8 4.4 3.6
Services 2.5 -1.1 -0.2 2.7

Consumer price Indexo 45.4 63.7 47.6 62.0

Money supplyd 20.5 36.7 47.0 73.4

Real exports 0' goods and N.F,S." 4.5 2.9 7.0 3,91

Real Imports of goods and N.F.S.· 8.5 3.3 -0.1 -2.51

Percent 01 GOP(unless 01h91Wlse Indlcated)b
Consumption 80.8 86.8 90.0 87.6
Gross domestic Investment 15.8 14.5 13.8 12.2
Resource balance (gap-) 3.4 ·1.3 -3.8 0.1

Gross domestic savings 19.2 13.2 10,0 12.4

Budgetary dellclt (-) -5.6 -5.9 -6.1 -7.6

LDng-lerm pUblic debt
outstanding 15.7 35.0 47.9 107.7

Debt service mdou 9.0 12.6 17.8 20.1

SourC6tl:Population and GNP per capita from WoridBank, World Tables. All
other data, SfJfJ relevant tables In text andappendix.

a CFNPP est/mat9.
b Inclusive averag9s.
C J<Jnshasa CPI, annual averages.
d Broad money.
I Oonstant 1980zaJr9 prices.
, Through 1987only.
o D9bt service (aft9r rescheduling) as percent ofexports ofgoods and
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of negative growth was the high burden of debt service inherited from the
previous period of heavy borrowing. By 1980, the government found itself
allocating some 40 percent of the current public sector budget to debt service.

The failure of the programs to restore budgetary and external balances and
reduce inflationary pressures to a huye extent reflected a lack of commitment to
effective implementation on the part of the Zairian authorities. In several
instances, programs became inoperative because eitherprescribed policies were
insufficiently (or notatall) implemented, or the timing ofarequired policy action
diverged from the agreed timetable. The 1977 Standby and the 1981 EFF were
canceled due to lack ofcompliance with most of the funds undrawn (SDR 737
million outofa total SDR 912 million in the case ofthe latter). Apositivepolicy
change was the lifting of the Zairianization and nationalization measures
beginning in the late 1970s. Unfortunately, due to unresolved issues of com
pensation and a lack of confidence in the government, private and foreign
investors were not quick to return, and attracting new investment proved
difficult It was only with the 1983 program, described next, that the government
appeared willing to seriously IrY to achieve stabilization and to implement
economic and financial reforms that would remove distortions and provide
suitable incentives to production.



4. Reform And Structural
Adjustment: Policies And
Performa:l~~e Since 1983

As described in Chapter 3, Zaire began to undergo some fonn of economic
and financial adjustment Oli a continual basis beginning in the mid-1970s.
However, the wmaround in Zaire's adjusunentetfort came with the stabilization
package adopted in September 1983. For about a year before adopting this
program, the government of zaire took a number of actions, particularly with
regard to reducing the public sector's deficit, as a precondition for the Fund's
support. This so-called lIshadow progmm" was designed to demonstrate the
good faith of the government and its willingness to undertake rigorous reform
measures to redress imbalances and distortions in the economy. The 1983
stabilization program itselfsetout to both increase the efficiency ofthe economy
and to restore macroeconomic stability, by reforming the exchange rate and the
exchange and tmde systems, liberalizing all domestic prices (including interest
rates), and tightening fiscal and monetary policy. Subsequent programs were
designed to further these basic objectives.

Developments since 1983 can usefully be divided into two periods: 1983 to
1986, during which efforts focused on (but were not restricted to) trade and
exchange rate liberalization under the 1983 IMP-supported stabilization pro
gram; and 1987 to the present, After zaire adopted structural adjustment meas
ures supported by the World Bank and the IMP. The main components of the
respective policy packages from 1983, and subsequent economic perfonnance,
are described below.

STABILIZATION AND STRUCTURAL
ADJUSTMENT POUCIES, 1983 TO 1986

The cornerstone of the 1983 program package was a major adjustment of the
exchange rate and the reform of the exchange rate system. Other policies,
summarizedinTable2, included: asubstantial liberalizationandasimplification
of the exchange and tmde system, including a comprehensive revision of
customs duties; an adjusttnent and a liberalization ofdomestic prices, including
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Table 2 - Summary of Stabilization and Structural Adjustment
Policies, 1982-85
Overall obJ.ctIv"a: To reatore extamal and Intemal balance. through exchange rate

devaluation and trade and exchange syst.m and tariff reform,
fiscal and mon.tary restraint, publIc enterprise reform, and
decontrol of prices.

I
Area of Policy

Exchange rates

Exchange and
trade system

Tariff structure

Money supply

Public finance

Agriculture

M1I8sures Taken

Devaluation of the exchange rate by 78 percent (September
1983)
Creation 01 dual exchange rate market (19S3)
Unification of rates within olflclal marketB
Adoption 01 market-baaed determination 01 official exchange rate

Abolishment of provision requiring commercial banke syst.m to
surrender 30 percent 01 their foreign exchange receipts to the
central bank
Uberallzation clthe system 01 allocation 01 foreign exchange to
commercial banks
Elimination for most cues of the system 01 retenllon of export
proceeds
Removal 01 prohibition of transfers of dividends abroad by
companies with foreign participation
Liberalization of Import licensing procedures through elimination
of requirement of prior central bank approval

- Abolishment 01 the SAD system of financing Imports without
recourae to the country's foreign exchange reaeNes

Reduction In the number 01 Import duties from four to two
Reduction of tariff rates on raw materials and esaenlial products
from 10-20 to 3 percent; Increases In tarrlffs on luxuries of up to
200 percent

Liberalization of Interest rates on commercial bank loans and
credit (1981)
Further liberalization of Intsrest ratee on all loans except to
non-eoffee agriculture
Cr.atlon of a market for .hort-term trea.ury bill,

Ceilings on govemment expenditures
Uml" on wag. Increaae8 lor public employees

- Tax regime reform and reorganization of Gecamlnes (1983-84)
- Extemal audltl of publIc enterprises, rate Increases, and

workforce reductions under guidance of foreign management
firms (1984-85)

Liberalization of all producer prices (1982-83)
Elimination of marketing controls (1982-3)
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interest rates, agricultural producerprices, and the prices ofpetroleum products;
a tightcontrol ofgovernment spending, through restraint on wage increases and
through reductions in public sector employment; a large-scale reform of the
public enterprises aimed at lowering their funding requirements, thus alleviating
their burden on the government's budget; and a revision of the investment code
with a view to attracting private foreign investment. The following describes
more fully the main measures undertaken.

Exchange Rate Adjustment
For most of the 19708 and the early 19808, the zaire was grossly overvalued.

During the ten-year period ending in 1983, the real effective exchange rate
fluctuated widely but remained largely above its 1973 level. The strongest
appreciations occwred in 1978 and in 1983. During the period 1981-1983,when
the exchange system was characterized by a multiple-rate exchange rate regime
(discussed in the following section), the spread between the official rate 
which was maintainedat5.9Zaires to one US dollar- and theaverage unofficial
rate grew rapidly. By August 1983, the average unofficial rate was five times
the official rate. In order to bring the Zairian currency to a more realistic level
and reduce the incentives to engage in parallel market and informal activities,
the monetary authorities devalued the Zaire by 77.5 percent, on September 12,
1983. With a nominal devaluation ofthis size, the real devaluation (in 1984)also
turned out to be substantial, as can be seen in Figure 3. The following year the
depreciation of the 2mre continued, recording an annual rate of60 percent. The
government also introduced significant flexibility in the determination of the
exchange rate to ensure that it would fully reflect market forces.

Reform of the Exchange Rate Regime
Before the 1983 reforms. the zairian economy unofficially operated under a

multiple exchange rate system. with one legal and official rate and a number of
semiofficial, government-tolerated rates, and a multitude of unauthorized or
illegal rates. The latter took place outside the official banking system. Such
transactions could be initiated by producers from informal or illegal activities
but also from legal and organized production sector activities.

In the official mlllkets, two exchange rates thus coexisted. One, the official
rate, related to all official transactions between Zaire and the rest of the world,
except for the mining transactions described below; the other, a "semiofficial"
rate, related to purchases of gold and diamonds by specialized marketing
agencies. Both rates were determined and regularly published by the Central
Bank.
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Figure 3 - Evolution ot Exchange Rates (end-at-period rates)
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As part of the libemlization process undertaken since 1981, and in order to

discourage the smuggling of precious metals to the neighboring countries of
Congo, Centml African Republic, Rwancm, Burundi, and Uganda, as well as to

Western Europe, the tmde of artisanal gold and diamonds was freed in early
1983. At the same time, the governmentallowed the establishment ofmarketing
agencies and vested them with the authority to purchase gold and diamonds from
infonnal producers for export and to repatriate the export proceeds through the
banking system at a depreciated exchange rate. In reality, the government was
only formalizing this rate, the re/ance miniere rate, which had been used
unofficially since 1981.

The re/ance miniere rate was fixed weekly by theCustoms and ExciseOffice,
OFIDA, on the basis ofanother rate related to the so-called SAD (sans aCMt de
devices) imports. lbese imports were financed without recourse to the foreign
exchange resources provided by the banking system. In order to estimate the
cost of these imports for the purpose ofcalculating the amount ofcustom duties,
OFIDA used a reference rate reflecting the cost of acquisition of the foreign
currency in the parallel markets.

As part ofthe reform package of September 1983, the government decided to
unify the rates in the official market, and to gradually eliminate the spread
between the official rate and those in the pamllel markets, thereby eradicating
the rents provided by these m&tkets. As afirst step toward the unification of the
rates inofficial markets, theauthorities introducedadual exchangearrangement,
consisting ofan official market restricted to the transactions ofthe Central Bank
and a free market involving all other banking tmnsactions. The exchange mte
that applied to this second marketwas detennined in weekly sessions among the
Central Bank, the commercial banks, and all other participating financial insti
tutions. During the week, commercial banks engaged in bank-to-bank and
bank-to-client operations on foreign exchange at freely negotiated rates, includ
ing, underspecifiedconditions, forwarding foreign exchange transactions. Such
rates reflected mainly the rates that previously applied to the parallel markets
tmnsactions. At one Friday session, the balance of the operations of the com
mercial banks, as well as transactions of the govemment and other participants
weresubject to an auction, underwhich buyerscompetedfor theavailablesupply
of foreign exchange, including the foreign exchange supplied by the Central
Bank.

The bidding process was designed to lead to an equilibrium exchange rate
based on an equality between overall supply and demand for foreign exchange.
In practice. the rate that allowed the laIgest buying bid to be tmnsacted was
retained as the equilibrium rate. The latter applied to the free nuuket and
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remained fixed, in tenns of SORs, for the entire week, until it was replaced with
a new rate following that week's session. The official exchange mte, i.e., that
which applied to the opemtions of the centrol bank, was then detennined in
reference to the free marketrate. The strategy consisted ofmaintaining a margin
between the official and the free market rates, initially at 10 percent, and
gmdually at 5 and then at 2.5 percent before eliminating it altogether.

From the start, it was envisioned to complete the unification of the two rates
within a transitional period of less than two years and, subsequently, to treat the
unified mte in much the same way as the free market was treated during the
tmnsitional period, i.e., as a reflection of market forces.

Reform of the Exchange and Trade System
In addition to the refonn of the exchange mte regime, the authorities adopted

a set of policies designed to mtionalize the entire trade system. These policies
included abolishing aprovision that required the commercial banks to surrender
30 percent of their foreign exchange receipts to the Central Bank within three
months after the exportation of merchandise goods or services: gmdually liber
alizing the foreign exchange allocation system applicable to the commercial
banks: eliminating the system of retention of exports proceeds, except those
specified under international credit arrangements and for GECAMINES: and
removing, in July 1984, the prohibition against tmnsfers of dividends by com
panies with foreign participation.

Import licensing procedures werealso libemlized. Formost imports,a license
was no longer subject to prior approval of the Centml Bank. Instead, a simple
import declamtion submitted to an authorized commercial bank would ,be
sufficient. In addition, the old system of licenses sans achats de devises (SAD),
i.e., licenses concerning imports fmanced without recourse to the country's
official foreign exchangereserves, wasabolished. In addition to these measures,
the tariff structure was considembly simplified. Under the regime in opemtion
until September 1983, import tariffs consisted of four cumulative taxes and
duties: a customs duty of {l to 22 percent; an import tax of 0 to 40 percent; a
supplementary import duty .01'5 to 20percent: anda "statistical tax"of5percent.
The ovemll tax yield remainoo low, due to the effects of the exchange mte
overvaluation, and the multi-stage taxation system was widely judged cumber
some and inefficient. In 1983, the numberoftaxes was reduced from four to two
and the mtes OD raw materials and essential food and nonfood products were
lowered from 10 or 20 percent to 3 percent, while those on luxuries were
increased to up to 200 percent. A further revision of the tariff structure in April
1984 substantially lowered tariffs on most items with a view toward reducing
incentives for evasion and encoumging manufacturing activity.
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The new tariff regime, however, had the effect of increasing disparities in
incentives. With raw material and intermediate inputs requiring hardly any
duties, and consumerand luxury goods imports paying very high mtes, effective
rates of prote<:tion on the latter averaged 300 percent (USAID/Kinshasa 1986).
These industries - e.g., home appliances, motorcycles, and bicycles - contrib
ute little to the domestic economy because of their high reliance on imported
rather than locally-produced input.'1. On the other hand, the market for agricul
tural products, such as sugar and rice, faced greater competition now that these
goods could be imported freely from other countries, where production was in
many cases government-subsidized.

Monetary and Credit Policies
On the monetary andcredit fronts, the lack ofadequate monetaryand financial

institutions had, constmined the options of the government in regard to the
fmancing of the budget. As a result, the government tended to rely almost
exclusively on domestic banking credit. This tendency, combined with the
scarcity of domestic savings and zaire's low international credit rating, was a
source ofinflationary pressure which adversely affected production. One of the
new progmm's aims was to improve the functioning of the credit and money
markets by creating institutions such as an effective interbank market and a
madcet for treasury bills, and by Iibemlizing interest rates.

During the 1960sand the 1970s,zairehad followed apassive policy regarding
interest rates. Since the early 1980s, however, the Bank ofzaire, which has the
primary responsibility for monetary and credit policies, has been actively and
increasingly using interest rates to control monetary expansion and credit
allocation in the economy. Initially, domestic credit was regulated through an
ovemll ceiling for the economy as awholeand subceilings for individual sectors.
Morerecently, creditallocation hasreliedpartly on ceilings butalso increasingly
on a combination ofmandatory reserve requirements and a more active interest
rate policy. The Bank of zaire indeed uses the reserve requirement to sponge
offexcess liquidity from the banking system (USAID/Kinshasa 1988). Another
development, resulting from the introduction of treasury bills, has been the
payment of interest on reserves held by the Bank of zaire. Whereas formerly
no interest was paid, interest is now paid on the portion of reserve requirement
of the commercial banks held in the form of treasury bills. Only recently,
however, have the treasury bill rates been in linewith overall interestratepolicy.

The Central Bank traditionally set both the deposit and lending rates applied
by the commercial banks, although the latterwere authorized to freely set their
own commissions. In the 1960s and the 1970s the allocation of credit to the
economy was based on neither interest rates nor the short-tenn profitability of
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the bank, but on the bank-customer relationship. Over the years, interest rates
detennined in this fashion gmdually felJ out of step with inflation, and real rates
became considerably negative, thus contributing to an insufficient mobilization
and a misallocation of available resources.

In 1981, commercial banks were allowed to set lending rates freely, except
for interest rates on loans to agricultural activity other than coffee. This measure
induced a rise in nominal interest rates to an average of 35 percent as compared
to the regulatedagricultural sectorrate of 15 percent. The 1983 reform measures
liberalized mostof theremaining interestrates.4 At the same time, theauthorities
created a market for short-term treasury bills, designed to provide incentives for
holding zaires instead of foreign exchange. The fl1'st short-term treasury bills
were sold in April 1984 at rates of 40 to 45 percent. As this was ahead of the
annual inflation rate at the time, real interest rates became positive for the first
time. In the first two years of program implementation, the sale targefr. for
treasury bills were successfully met.

The wisdom of implementing an active interest rate policy is debatable,
however, unless measures are also pursued to keep inflation low enough to
achieve positive real interest rates without necessitating nominal rates that are
unreasonably high. Fiscal and monetary policies indeed served to restrain
inflation in the period immediately following the 1983 refonns. More recently,
however, as described below, the environment in zaire has been far more
inflationary. In 1987 and 1988, the inflation rate was about 100 percent, and
although it declined somewhat in 1989, appeared to bevery high in 1990. Under
these conditions, the nominal interest rates required to bring about positive real
rates would be so high as to lead to a skewed allocation of savings toward
high-yielding commercial and speculative activities and away from productive
investment in agriculture or manufacturing.

Public Finance and Public Enterprise Refonn
As explained above, the demands on resources from the public sector have

been oneof the majorsources ofmacroeconomic imbalance inzaire. Budgetary
deficits have arisen from an attempt by the government to maintain a high rate
ofspending to finance various social and economic programs, debt service, civil
service salaries, subsidies to the parastatal enterprises, etc., in the face of a
constrained and even declining revenue base. Although expenditure cuts and
revenue increases had been effected during the execution ofprevious programs

4 The raleS applying to agricultural credit were liberalized only in 1987.
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In order to reduce the deficit in the public Ilt,ctor, the results of such actions had
been IImlwd. Under the 1983 stabilization progmm, the authorities weco corn·
miUed to proceed with expenditure cuts through reductions in government and
public sector employment and a rcfonn of public enwrprlses, including the
closing of unprofitable units and the privatization of others. At the sam" time,
tho new progmrn envisaged a broadening of the tax basc, not only through new
impositions or tax increases but also through better tax collections and a
rationalization of the regime of exemptions. Other aspects of the new program
included a progmm of public invesunent in a few key sectors, panlcularly
socioeconomic sectors such as education and health and nutrition, and the
rehabilitation of infrastructure in the agricultural, tmnsport, electricity, mining,
water, telecommunication, education, and health sectors.

With regard to the paraCJtataJ refonn component of these measures, the most
significant changes involved the operations of OECAMINES. In recognition of
the dependence of OECAMINES' fortunes on world copper prices, the com·
pany's tax regime was changed in 1983 to be able to respond to fluctuations in
revenues. In 1984, in a reorganization designed to reduce the operating costs of
the copper mining industrial complex and ensure greater transparency, the
government dissolved SOZACOM, the agency responsible for marketing, and
replaced both GECAMINES and SOZACOM with asingle struct\.\1"C consisting
of a holding company, GFCAMINES Holding, and three subsidiaries: OE
CAMINES Exploitation, in charge of mining activities, formerly under the old
OECAMINES' responsibility; OECAMINES Commercial, in charge of mar
ketingactivities which were formerly carriedoutby SOZACOM; and OECAM!
NES Development, in charge of all other (e.g., agricultural) activities formerly
assumed by the old GECAMINES.

Price and Marketing Reform In AgricultureS
The three-year agricultural recovery plan, implemented in June 1982, repre-

sented an important recognition by the government that policy-induced distor
tions and infrastructural and institutional weaknesses had led to agricultural
stagnation and needed to be reversed. Policies h..'U111ful to the sector included:
the overvaluedexchange rate and heavy taxationofexports; price conlrols; taxes
and marketing controls imposed by local governments; the use offood imports
to keep urban food prices low; and nationalization ofmodem sector plantations.
In particular, local authorities set floor prices for agricultural products which,

S CJapler Sexamine. agricultural.eetor policic. and pcrfoDnancc in more dcplh.
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although ostensibly designed to protect smali fanners' incomes, in effcct func
tioned as maximum prices, which were ofIOn well below what prices would have
been if determined by supply and demand. This pattern reflected a lack of
competition among traders to ptuthasc fanners' output, which would have bid
up producer prices. Agricultural trading activity, in turn, was Inhibited by the
myriad controls and taxes imposed by regional authorities.

The massive correction of the exchange rate distortion in connection with the
1983 stabilization plan was expected to provide a mf\jor boost to producers of
agrlcultuml exports and import-competing products. On the other hand, as
pointed out above, the tariffreform of 1983 increased the exposure ofproducers
ofimport-competing crops to competition from subsidized imports. Meanwhile,
in asweeping refoRD of previous policy, the government eliminated price and
marketing controls on most agricultural products in June 1982, and removed
controls on all remaining crops the next year. '

PERFORMANCE UNDER "li'HE
STABILIZATION PROGRAM

Initially, the adjustment progmm was implemented with a considemble
degree ofsuccess. In 1984, the fltst year ofimplementation, the annual inflation
rate was brought down from more titan 100 percent in 1983 to less than 20
percent (Table 3). The decline in inflation, together with the nominal devalu
ation introduced in September 1983, broughtabout a substantial depreciation of
the real effective exchange rate for 1984 as a whole. In spite of lower than
anticipated export prices for coffee (14 percent below their 1983 levels), total
export earnings increased substantially due to higher than anticipated exports of
diamonds, crude oil, cobalt, and coffee. As a tI"..8ult, the balance of payments
improved markedly and zaire met its external debt service commitments regu
larly throughout the year.

These results were possible only because fiscal and monetary developments
remained within the program's objectives. Although the overall budgetary
deficit had expanded slightly in 1984 by about a third of a billion zaires over
1983, it was financed mainly through the public sale of treasury bills rather than
through domestic bank financing. Hence, the expanded deficit did not put
pressure on prices.

On the whole, the economy's performance in the fl1"St year of program
implementation was satisfactory. In addition to the reduction in inflation, real
GDP grew by some 3percent for the year. While this modest increase was at
best no greater than the growth of the population, it represented a twnaround
from the contmetion of real ODP experienced in 1982 (Table 3). Growth was
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Table a- Selected Economlo and FInancial Indloators, 1980·88
1geO 1981 1982 19o3 1984 1988 1908 1987 1988

PoroenlalllJ Ohange from PmyloYQ year
National Iccount. and pricol

GOP at con.tant 2,4 2,'1 ·3.0 La 2.7 2,5 2.7 2.8 2.2
(1970) prlc••

GOP at curr.rt prlet. 54.7 38,4 30.8 90.1 88.6 47.7 38.1 80,7 90.8
Conlum.r prlc:e Ind.X-
O.com:Q.r 53,0 41.0 101,0 14.5 39.0 39.3 106,5 93.7
Annual av.rag. 41.8 35.4 36.2 77.1 52,2 23.8 48.7 90,4 82.0

central gov.mment finance
Budgetary r.venue 89.4 30.0 29.8 71S,7138.4 59.1 9.6 91,'1 94,5
Budg.tary .xp.ndltureb 63,1 56.8 44.9 40.2 1~3,1 46.0 28.2 112,5 146.3

Mon.y and cr.dlt
Nllt cr.dlt to government 13.0 62,4 108.5 30,0 30.7 10.8 67.9 33.5 256.9
Oredlt to .nt.rprl... 15..( 32.3 43.9 49,2 58.9 58.5 63.7119.4 73.2
and hOUSIhold8

Money .upplyO 81,8 37.9 73.5 73.8 34.2 27.3 89,8 96,7 127.3

Extlrnal ..etor
Exporte, f.c.b. 22.7 -18.4 1.9 8.8 18.8 -2.8 -13.9 -14,2 21.7
Import8, o.l.f. 38,2 3,3 ·2.5 ·3.4 1,1 1.9 ·8.4 -1.4 13.3

Term8 of trade -8.1 -16,5 ·5.5 5.7 1.3 ·2.4 -2,3 -8.2 19.8
(1980.'00)

Exchange ratl (lalre8 42.9 66.8 0.0398.7 28.7 54.6 41.9 114.5 97.6
/SDA) end of period

Percent of GOP/unless otherwise Indicated)
expenditure allocation

COn81Jmptlon 0.86 92.3 91.3 91.8 92.8 91.9 87.8 90.8 91.6
Gro88 Inv'8tment 0.15 15.0 14.4 10.9 13,9 13.5 11.2 11.9 11.0
Resouret balance (gap -) -0.01 -7.3 -5.7 -2.7 3.5 4.6 1.0 -2.7 -2.5

Central gov.mment
Budg.tary rev.nu. 21.8 ~0.4 20.1 18.6 28.1 28.1 22.2 26.8 ~.7

Budg.tary .xpendltureb 24.4 27.7 30.6 22,6 29.9 29.8 27.4 36,3 46.9
Budg.tary deficit (_)d -2.7 -7.2 -10.5 -4.0 -3.8 -1.8 -5.2 -9.7 -21.2

External debt
Long term public debt
oulslandlng(US$) 41.5 48.3 45.8 58.0101.6120.4111.1 137.2 118.0

D.btaervlet ratio· 22,5 21.9 13.2 13.7 20.8 25.7 22.0 22.7 15.9
Sou,..:Expenditure sJlocatJotl from WorldBank, World Tables (for 1980); IMF,

Zaire: Recent Economic Developmems, various years (for t981·88).AJI
otherdata, see relevant tables In text andappsnclx.

a I<Inshasa CPl.
b Afterdebt reschedUling, exclUding foreIgn-financed expenditure, and

Including debt amortizatIon.
c Sum of currency In clfClJ/atlon anddemand and tIme deposits, Including

deposIts of sUborclnate pUblic authoritIes with commetcfaJ banks.
d Including debt amortization.
e Debt sel'Vlce as apercentage ofexports ofgoods and services. Indudes

•
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led by the mining sector, which expanded by almost seven percent in 1984.
Possibly reflecting the changed institutional environment, commerce, serviccs,
and manufacturing also picked up.

In agriculture, on theotherhand, the response ofoutput to theprice and reform
measures was mixed at best. As discussed in detail in Chapter 5, aggregate food
crop production did increase slightly arter 1982, although not as fast as popula
tion growth. Overall industrial and export r:rop output did not pick up at all.
These results reflected, first, uneven enforcement at the localle'f{Cl of the new
policies, so that the actual impact on producer prices and controls was Iimilf'4
in some regions. The burden of local regulation and taxation remained a ml\ior
constmint on the plantation sector in particular, which by virtue of the larger
scale of opemtions was more easily monitored and controlled. Second, the
capacity of the agricultural sector to respond to price inCC;jtives was constmined
by weaknesses in the transport system, in particularby diffir'dties in transporting
outputs over Zaire's badly deteriomted network of roads.

In spite of these favorable developments, at the end of 1>84, both Zaire and
the IMP estimated that the country's overall financial situation remained vulilCr
able. In particular, the financial position of many state enterprises was deemed
so weak that they were e7.pected to continue to be a drain to the budget. In
addition, some industries in the manufacturing sector and producers of some
export or import-competing crops were hurt by increased competition from
imports, many of which were subsidized in their countries of origin. For
example, domestic producers of cement faced competition from Zambian pro
ducers who, with the benefit of subsidies from their government, were exporting
cement to Shaba 9t 60 percent of the cost of production. In the case of sugar,
the price of imports on the free market was lower than the domestic production
cost.

In order to restore a viable and long-teon balance ofpayments position and
attract the foreign invesbnent needed to assure resumption ofgrowth, zaire and
the IMP concluded that a sustained adjustment effort would be required for
seveml more years. To this end, 1\ new 12·month adjustment program was
agreed upon in Apri11985. In order to encouragedomestic production in general
and to stimulate output in the manufacturing sector in particular, the program
provided for an increase in the ceiling for cr~it to the private sector while
reducing bank fmancing of the government's budget by Z .4 billion.

Thegovernment'sefforts to restructureandreform parastatals continued, with
mixed results. One success story clearly was GECAMINES. The reorganiza
tion and changes in the company's tax regime described above, together with
the 1983 devaluation, resulted in a dramatic turnaround in GECAMINES'
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financial position in 1984/1985, with a net loss of zaires I.S billlon in 1983
tmnsformed inlO profits of Zaires 1.5 bll1lon In 1984 and 2.2 billion in 198.5.

The government also commissioned external audits of other principal stale
enterprises, namely the Compagnie Maritime Zairise (CMZ), Office National
des Transports (ONATRA), Air Zaire, Office des Mines d 'Or de Kilomoto
(OIOMO), SocUM Nationa/e des Chemins de Fer au Zaire (SNCZ), Office
Nationu/ des Pustes et T~Mcommunications (ONP1Z) and Office des Routes
(ODR). In light ofthe results of these audils, carried out in 1984 and early 1985,
the new policy was intended 10 restructure the management of the public
enterprises involved, reduce their work forces, adjust tariffs, and eliminate
noneconomic activities. The management of some public enterprises started to
improve. CMZ arrangedamanagement servicecontract with aBelgianshipping
company which resulted in a considemble increase in ils efficiency; Air Zaire
liquidated some of its assets in 1985 in order to replenish its l;ash flow and also
signed a service contract witha French airline company to increase its efficiency.

In contrast, the financial management of SNEL, the electricity company,
remained weak. In the past, as indicated, SNEL had drained the budget, as the
government had to service the external debt incurred on SNEL's behalf. A
rationalization of SNEL's tariff structure, designed to make electricity prices ~:

more reflective ofproduction costs, was initiated in October 1985, W)th prices
increasing 30 percent on avemge. Aprocedure for regular tariff incerJ8SCS went
into effect in 1986, with increases of50 to 100 percent in that year, and doubling
in 1987. The objective was to enable SNEL to finance its maintenance and to
service that part of its external debt corresponding to actual capacity utilization.
Excess capacity of the overly ambitious Inga project, however, meant that the
company remained a drain on the government's resources, a problem that has
continued to the present.

Seveml other major enterprises continued to represent a burden for the
government's budget. To address this problem, a new public company, Societ~
Nationa/e ofTrading (SONA' ') was established. One aim was to improve
the purchasing procedures. 'Int>uts and materials of the major public
enterprises,particularly GEC ... ,S, Miba, and ONATRA. Anotheraim was
to increase the efficiency of pUbuC enterprises' procurement practices and the
transparency of their opemtions. This, however, did not appreciably improve
the fmancial operations of the government agency•

In 1986, program implementation encountered a number of unexpected
difficulties. First, in the extemal sector, the value of exports feU by SDR 253
million in 1986, straining the balance ofpayments and thegovernment's budget.
Copper exports alone fell by SDR 110 million, even with the volume of
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production unchanged, reflecting a fall in the price of copper from US$ .64 per
pound to US$ .63 coupled with a 13.5 percent depreciation of the dollaragainst
the SOR. Cobalt exports fell by almost as much, reflecting a fall by more than
half in the price of cobalt, from US$ 11.50 per pound in 1985 to US$ 4.80 in
1986. Second, the government granted large increases in civil servants' wages
and salaries without sufficiently restraining other recurrent expenditures on
goods and services. As a result of these developments, the government budget
deficit registered a sharp increase that was financed through domestic bank
financing. The increased bank financing of the government budget deficit
induced asharp expansion ofmoney supply and increased inflation. This in tum
slowed the depreciation ofthe zaire in the interbankmarket, widened the spread
between the official and the parallel markets, and contributed to the depletion of
the country's foreign exchange reserves. In response, the government sus
pended external debt payments to all creditors other than the IMP and a small
number of other institutions and countries.

STRUCTURAL ADJUSTMENT POLICIES
SINCE 1987

Despite the relative success of the initial policy actions as described above,
by 1986 the Zairian economy was once again under considemble pressure,
stemming in part from fluctuations in the international economic markets and
also from the remaining distortions and entrenched structural weaknesses
brought about by years of inappropriate economic policies. The gradualliber
alization ofthe economy had, as intended,contributed to theelimination ofmajor
price-related distortions. Yet inflation was still high; the debt service ratio, both
in terms of the government budget and of the balance of payments, remained
unsustainable; and private investmenthad not responded to the refonns. zaire's
percapitaGOP (at least according to official figures) was still among the lowest
in sub-Saharan Africa.

In order to address these deep-seated problems and thus stimulateproduction
and growth, the government in 1986 began implementing several sbUctural
adjustment measures with the support ofan Industrial Sector Adjustment Credit
(ISAC) of US$ 80 million, consisting of an IDA credit ofUS$ 20 million and a
Special Facility for Africa (SFA) ofUS$ 60 million. In 1987, the government
adopted a Structural Adjustment Program (SAP) financed partly by a World
Bank's Structural Adjustment Credit (SAC) ofUS$ 165 million and by an IMP
Structural Adjustment Facility (SAP) ofUS$ 75 million. The structural adjust
ment credit consisted ofan IDA credit ofUS$ 55 million, an SPA credit ofUS$
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94.3 million, and a Special Japanese Joint Financing ofUS$ 15.7 million, which
was evenly divided into grant and loan components.

The aim of the new policies (summarized in Table 4) was to lay the basis for
long.tenn growth and a sustainable external financial position, by improving
macroeconomic management, reforming agricultural and transport sector polio
cies, and enhancing incentives for the private sector. The ml\ior production
increase was to come from the private sector, particularly nontraditional trad·
abies; this was viewed as ameans ofeventually achieving external balance. The
ISAC credit described above was designed to help in this regard, particularly for
manufacturing, through the provision ofadditional foreign exchange lD finance
imports ofraw materials and spare parts. The ISAC also specified the complete
liberalization of industrial prices, and changes in the tax regime for industrial
enterprises. Further changes in the tariff regime were also enacted with the aim
of restoring incentives to tradables production, particularly nontraditional tmd·
abIes. In July 1986, export taxes were abolished on all manufacturing exports.
The only remaining export taxes were on GECAMINES' mining products,
wood, coffee, diamonds, gold, and crude oil, with rates for these items ranging
from 3and 4 percent (forambien~nd robusta coffee, respectively) to 40 percent
(for copper). The government also wok steps to make export procedures less
cumbersome, including eliminating the requirementofapproval from the Bank
of Zaire, and, for most exporIB, the need for approval from the Department of
National Economy.

On the import side, as noted earlier. the 1983 refonns had resulted in an
unbalanced incentive slrUcture that afforded high effective protection to some
sectors whilepenalizing others. In particular,producers ofagricultural products
such as rice and sugar, as well as producersofcertain manufacturedgoods, were
exposed to greater competition from imporIB. To reduce these disparities, as
well as to enhance government tariff revenues, the tariff schedule was rational
ized in 1986, narrowing the range of rates to a minimum of 10 percent and a
maximum of 60 percent. Exceptions were pennitted at both ends of the range:
5percent tariffs were required on some basic consumergoods (sardines, smoked
and saltedfish, etc.) andagricultural inputs (tractors, fertilizer, animal feed, etc.),
while luxury cars, tobacco, textile products, and alcohol tariffs remained above
60 percent. These exemptions have been eliminated progressively since Sep
tember 1987, and the government has continued to narrow the range of tariff
rates. although at aslowerpace than initially planned. As a result ofthe January
1989 adjustment, the range stood at 15 to 50 percent

With regard to the public sector. the ml\ior thrustofthe measures adopted was
to rationalizepublic sectorexpendituresandrehabilitate infrastructure to support
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Table 4 - Summary of Structural Adlustment Policies, 1987·Present

Overall obJectives:

Area of Polley

Tariff struoture
and trade system

Publlo finance

ManUfacturing

Agrl~lture

To lay the baaIs for long·term growth without extemallmbalancea by
Inorea.lng Incendv•• for private Hctor produotlon, particularly
nontraditional tradable., and through rationalization of pUbllo .eotor
expenditure to proVide Infrastructuralsupport for private Inve.tment.

Measure. Taken

Removal of all export taxes except for Gecamlne'a mining
producll, coffee, diamonds, gold, and crude 011 (1986)
Elimination of the requirement of contral bank approval for
exportation
Narrowing of range of tariff rates from minimum of 10 percent to
maximum of 60 percent (1986), with continued gradual narrowing
through 1989

Adoption of 1987-90 Public Inveatment Program (PIP)
emphasizing rehabilitation of Gecamlnaa and transport aector
parastatals
Removal of 25,000 fictitious employees from civil service payroll
Major rate Increases for public enterpriees, Including SNEL
(electricity), REGIDISO (water), SCNZ (rail transport), and
ONATRA (river transport) to make rates reflective of costs
Creation of Supreme Council of Portfolio to oversee liquidation
of eight public enterprises (four closed by end 1989)
Planned privatization of eight publlo enterprises and elimination
of majority public share In five others (1989)
Complete liberalization of Industrial prices (1986)

..... Reform of tax regime of Industrlal firms (1986)
Allocation of foreign exchange for imports of Inl8rmedlale InpUll
under World Bank Industrial Sector Support Grant

Increased allocation of pUblic Inveslment to agriculture and rural
development in 1967-90 PIP
Creation of emergency rural roads rehabilitation program financed
partly from fuel tax revenues
Removal of Interest ceilings on commercial bank credit to
agricultural sector



49

private scctor investment. The 1986-89 Public Investment Progmm (PIP),
revised in 1987 in consultation with the World Bank, emphasized infrastructure
rehabilitation, improvement of basic services to agriculture and industry, and
measures to improve the productivity of major parastatals, particularly OE
CAMINES, SCNZ (rail transport), ONA1RA (river tmnsport), ODR (road
tmnsport), SNEL (electricity), and REGIDESO (water supply). Rehabilitation
programs forGECAMINES and the tmnsport sector togetheraccounted for fully
SS percent of the revised (1987 to 1990) PIP, although implementation of the
programs by SNEL and ONA1RA have so far been hindered by the poor
financial condition ofthese companies. Thecivil service was also reformed, and
some 25,000 fictitious workers were removed from the payroJI since 1987.

The PIP also directed about 10percentof total investment funds to agriculture
and rural development, a substantial improvement over previous programs.
Included was an emergency rum! roads rehabilitation progmm, fmanced in part
through revenues received by the Office des Routes from increased fuel taxes,
to alleviate constraints to the provision ofagricultural inputs and evacuation of
products. Producers of import-competing agricultum! commodities were also
expected to benefit from the reforms in the tariff structure, as noted above.
Finally, financial reforms, such as the removal of commercial banks' interest
ceilings on agricultural credit, were implemented to improve the mechanism of
funding agricultural investment and marketing activity.6

Efforts to reform the price structures ofstate enterprises continued under the
structum! adjustment program. As mentioned, SNEL raised tariffs 50 to 100
percent in 1986 and doubled them in 1987. REGIDESO rates increased by a
comparable magnitude in 1986 and 1987, as did mtes of SCNZ and ONATRA
in 1987.

In April 1989, the Supreme Council of Portfolio began opemtions and has
made significant progress in liquidating and privatizing public enterprises. By
November 1989, four public enterprises (SOMIDO, SOMIKA, CODIAK, and
SOTEXO) had been liquidatedand administtative procedures for the liquidation
of four additional ,pamstatals were at an advanced stage. The complete privati
zation of eight public enterprises and the elimination ofa majority public share
in five others were planned:

6 Refonns impacting the agriculturalscetor are described in more detail in Chapter S.
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PERFORMANCE UNDER STRUCTURAL
ADJUSTMENT

Overall economic performance following the implementation of the stnJctuI1l1
adjustment measures was initially disappointing; ultimately, reflecting both the
conduct of policy and the increasing political turmoil gripping zaire, it was
disastrous. In 1987, the fust year of implementation, real ODP grew by 2.6
percent, slower than targeted, and less than the growth rote of the population
(Table 3). The primary impediment to growth was a stagnation in mining
production, which was caused by, among other factors, GECAMINES' imple
mentation ofits 1986-1990rehabilitation program, which de-emphasized output
expansion while striving to reduce production costs; the company's electrical
supply, weather, and tmnsport problems; and the delay in implementation ofan
investment program designed to increase the production capacity of OKIMO
(Office des Mines d'Or de Kilo-Moto) (IMP 1988). Agriculture also continued
to perform poorly, in large part because of long-standing institutional and
infrastructural constraints, which the reforms undertaken since 1982 had been
unable to eliminate. On the other hand, the manufacturing sector grew in 1987,
helped by domestic credit policies and disbursements of foreign exchange under
ISAC.

The major source of difficulty with regard to program implementation was
the conduct of fiscal policy. Expenditure targets were exceeded in most catego
ries, while revenue declined slightly. The latter was due to the poor implemen
tation of collections and a low elasticity ofrevenue with respect to inflation and
nominal GOP. Revenue from direct and indirect taxes (excluding mining and
petroleum export taxes and royalties) increased 64 percent in 1987, far behind
the 100 percent or so inflation of that year. Moreover, the anticipated increase
in revenues resulting from the changes in the tariff failed to materialize, owing
to inefficiency in collections and the granting of extensive exemptions through
the investment code and to the public sector. While imports in local cUlTency
terms rose by over 80 percent in 1987, the customs agency, OFlOA, recorded
an increase in revenues from import duties of only 60 percent (IMP 1988).

As a result of these developments, the central government deficit approached
10 percent of GOP in 1987, nearly doubling from the previous year (Table 3).
Monetary fmancing ofthe deficit added greatly to inflation, which exceeded 100
percent. Reflecting these conditions, private investment, which the structuml
policies had been designed to encourage, stagnated.

Program performance weakened further in early 1988, particularly with
respect to the budget and financial management As a result, only the fimt
tranche of the SAL (US$ 82.5 million) and the ftmt installmentofthe SAP(US$
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58.2 million) were released. Unable to control public expenditures, the govern
ment resorted again to money creation to finance the budgel8ry deficit. This
contributed to an ar.celemtion of Inflation, whlch reached an annual rate of 94
percent in 1988. Moreover, according to recently revised national accounts data
(Republic of zaire 1990), output fell by 1 percent in 1988, in contmst to the
modest 2percent growth given by official figures (Table 3).

Given the conduct of fiscal and monetary policy, the Standby Arrangement
with the IMP lapsed and zaire became ineligible for further purchases. The
World Bankresponded in asimilarmanner, withholding therelease ofthe SAL's
scI'I)nd tmnche as well as the processing ofan Energy Sector AdjustmentCredit.
Other donors adopted a wait-and-see attitude. As a result, balance ofpayments
assistance declined sharply in 1988, which was to some extent offsetby higher
copper export revenue, stemming from improvements in the copperprices in the
world's markets. zaire responded to the reduction in balance of payments
support by suspending its debt service 8I11d accumulating a substantial amount
ofpayment arrears. During most of 1988, the Standby Arrangement remained
off-tmck.

In May 1989, zaire and the IMP initiated discussions leading to a new
agreementfor a 12-month Standby Arrangement in June 1989. Aftera lo-month
period of progmm implementation, new difficulties emerged. In early 1990,
after a successful fust review, the progmm registered serious slippages with
respect to public spending and the public investment progmm. The minimum
investment expenditures targets with respect to transport, health and education
infrastructures set forth in til\: initial Policy Fmmework Paper, the backbone of
the structuml progmm supported by the World Bank, were not adhered to.
Meanwhile, expenditures were allocated to unplanned objectives,particularly to
public consumption and wages, and monetaIy twgets were too high. A further
stickingpoint from the World Bank's perspective was the excesllively high level
of production costs of GECAMINES, the main source of revenue for the
government.

As a result of these developments, both the IMF and the World Bank
suspended disbursementoftheir principal operations with Zaire. The economic
situation worsened considembly in 1990. Inflation, after abating somewhat in
1989 due to a reduction ofmoney supply growth, reached quadruple-digit levels
in late 1990as money supply growth escalated to unprecedented levels. Reflect
ing as well as adding to this inflation, the pamlIel market exchange mte soared
from US$ 1=Zaires SOO in Apri11990 to US$ 1=zaires 2,500. in December
1990. It paused somewhat in January/February 1991 before erupting again to
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new, unprecedented records - more than 5,000 Zaires per dollar - in
March/April 1991.

Eight years after the initial adoption of ml\lor policy reforms and four years
after the adoption of the Structural Adjustment Progmm, it is clear that internal
and external balance has not been brought about. and the prospects for improve
ment are dim. It seems that the question is not whether or not the adjusunent
policies were successful but whether they were implemented in any meaningful
way. Except for the 1983/1984 period, the answeris that they were not. Instead,
the pattern of large budget deficits, money creation, and high inflation for the
most part resumed and the on-again, off-again Zaire-IMF relationship, charac
teristic of the preceding period, was renewed. In spite of the current lull in the
zaire-IMF/World Bank dialollue. it is likely, if the past is any guide, that a new
understanding will eventually be reached. The renewal of the Zaire-IMF/World
Bank relationship is the surest, if not the only, way for Zaire to negotiate further
rescheduling of its unmanageable external debt obligations.7

The economic picture is further clouded by the prospect of imminent changes
on the political scene. On April 24. 1990, President Mobutu proclaimed the
liberalization of political institutions and recognized the need for freedom of
expression and association. The President was responding to calls from the
population, through aconsultation that he organized, in favor ofdismantling the
single party, reforming the Constitution, and adopting more democmtic political
institutions.

A year after this proclamation. however, the political liberalization process
came to ahaiL Clearly. someprogress was achieved in areas suchas the freedom
of the press and the freedom ofassociation. While the government still tightly
controls radio and television, the written press, which is increasingly diversified
and controlled by private interests, is fairly outspoken. At the same time, more
than 150 political parties have been given a legal status. While many of them,
mostly newcomers. are still timidly taking their first steps, more established
parties often openly and boldly challenge the government on major questions
facing the country. The government, on the other hand. has resisted attempts by
the opposition to organize strikes, marches, and rallies. sometimes through
confrontations which have led to injuries and loss of life. In general, this has
created an environment that has been extremely unfavomble to productive

7 Debt rescheduling iJ abnolt invariably preceded by an agreement with the IMP, which
functions U an uSUIIDce to the COlU1uy'l creditoll that the govenment will take ltep8 to enable it to
repay !he debt (lee CJaptcr5).
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activity and invesunent. Production has declined dramatically, including in the
crucial export sectors of copper, cobalt, and diamonds. As long llS such an
environment persists, an adjustment program, and therefore the financial assis
tance that can support such a progmm, is not possible.



5. Selected Sectoral
Developments

AGRICULTURE
Although agriculture in zaire has a smaller share of ODP than in other

countries in sub-Saharan Africa, (about20 percent in 1988, although this official
figure is thought 10 be a significant understatement), the agricultural sector is
nevertheless ofgreat importance to the discussion ofpoverty, growth, and policy
refonn in Zaire. Some two-thirds of the country's population secure their
livelihood directly or indireCtly through agriculture, and most of the poor live in
rural areas. Weak growth in the agricultural sector has necessitated the alloca
tion of scarce foreign exchange to food imports. For these reasons, a detailed
look at the effects of refonn on agricultural output and incomes, and the
continuing barriers to expansion of the sector, is warranted. This section
describes the deterioration of the agricultural sector in the years since hlde
pendence, liberalization measures and their impacts on the food and export crop
sectors since 1982, and the continuing constraints to Zaire's agricultural devel
opment.

Agricultural PolicIes and Performance Prior to Refonn
Inappropriate agricultural policies and sectoral decline characterized the two

decades (1960 to 1980) following independence in Zaire. Thispattem is typical
of many developing countries, but Zaire stands out because of the tremendous
unrealized potential for agricultural developmentowing to the country's favor
able soil and climactic conditions and abundance of land.

Growth in the sectorhad been strongbeforeindependence butsufferedgreatly
immediately afterwards due to internal conflict, which disrupted marlceting and
distribution channels. However, as can be seen from Table 5,8 agriculture

8 The cavell1l about !he reliability of aggregBlC statistics given in C1aptcr 2 apply particularly
strongly 10 !he agriculturallcctor, in which 10 much of !he production occur. on a myriad of



Table 8 - Contribution of Agrfculture to Growth In GOP
19615-73 1974·80 1961·88

R••I rat. 01 growth of GOP
Re.' rat. 01 growth of agrIculture
Percent 01 GOP growlh directly

cau••d by agricultural growthl

____':"":" P:..:9~rce~nt---~"':"

3.9 -2.0 1.6
·1.7 1.1 3.4

42.0

SourCN:For 1985-73, World Bank (1988a); for 1973-88, cslculatedfromdatsln
Sank ofZslrB (various ysars).

a EqUals ratB ofgrowth of BlJrlculturB X shars ofagrlculturBln GDP dlvldsd by
rats ofgrowth of GDP.

continued 10 perfonn badly from 1965 to 1973, declining in real teoos by an
average 1.7 percent annually, even as GNP overall grew impressively. During
the 1973 10 1980 period of macroeconomic crisis, agricultural output was
stagnant, growing a mere 1percent per year, well behind the estimated popula
tion growth rate of3percent Thepoorperformance ofagriculture through 1980
was characteristic both of the food crop and export/industrial crop subsectors,
as Tables 6 and 7 makes clear. It was only in the 1980s, in the context of the
government's refonn efforts, that agricultural growth resumed, albeit weakly,
and then only for food crops.

The situation was not helped by several faclOrs outside gov~mment control.
These included the political strife following independence and thecountry's size
and theremotenessofmuchoCthe rural population, which makeorganizing input
distribution, agricultural services, marketing, and processing systems inherently
difficulL Also, as noted above, a numbe.: ofpolicies in force in the period up 10

refonn were clearly hannful to the sector. These included:
1) an overvalued exchange rate;
2) high export duties and burdensome administrative

requirements for exporters;
3) price controls on agricultural products at levels below

competitive market and world prices;
4) subsidized (though imports) consumer food prices in

urban areas;

fUllll. Tho ulCllmcnt by two obscrven that aggregate figures for agriculture in Zaire arc II at best
eltimata, at wont notcriously lDII'oliablc" (Thoma and Rcintanl 1989) ia typical. Food crop
production data are pWcularly trouble.orne (World OlUlk 1988a, AmClt 14). Clution, thcrcfom, is
wlJTll1tCd, and COOCIUliolll drawn in the following discus.ion mUit be regarded .. tentative.



Table I) - ProdIICtion of Major Food Crops
1960 1965 1970 1979 1980 1981 1982 1983 1984 1985 1986

Thousands of Tons

UIiz8 33) 232 42S 536 562 539 666 673 704 721 729

Rice 124 49 179 223 234 245 251 271 286 297 308

Uslilx: 6,045 7,795 10,346 12,566 13,087 13,172 14,184 14,601 15,038 16,286 16,892

s..tPQlD) 374 192 425 324 333 343 353 363 373 382

BeII'aa 58 76 115 160 162 104 111 156 164 166

P8ImuIIIa 175 137 2& 334 339 347 349 366 375 424 443

F'IInII*I 125 447 1,215 1,378 1,408 1,438 1,467 1,496 1,526 1,795 1,834

Wheet - - 3.4 3.6 3.7 3.8 12.1 16.1 9.8 6.0
soan:.: KV1dBade (1988a.].
a Ltashsled

~



Table7 - Production of Industrial and Export Creps
1970 1971 1979 1980 1981 1982 1983 1984 1985 1996 198~

CII
C»

Thousands of Tons
Q:ilfw,b se.8 75.0 fIT.O 89.0 93.0 93.0 84.0 89.0 90.0 95.0
SugIr 43.0 44.0 48.0 48.0 47.0 52.0 52.0 61.0 58.0 61.0
~ U ~ ~ U U ~ u « ~ ~ M
~ U U u « u U U M U U U
Tob8cco - - 1.6 1.9 2.9 2.8 1.5 1.9 2.4 3.2 4.0
Coaan(888d) 49.0 58.0 19.0 29.0 21.0 24.0 27.0 21.0 22.0 19.0 19.0
FUlber 35.0 41.0 22.0 21.0 18.0 17.0 16.0 14.0 13.0 13.0
Oi~b 170.0 178.0 98.0 93.0 106.0 94.0 85.0 93.0 89.0 88.0 85.0
Qilrinec _ _ 6.0 5.9 6.0 5.9 5 ~ 4.7 4.8 7.0
TlInberlClgad 297.4 288.3 350.0 325.0 350.0 375.0 401..0 410.0 415.0 418.2 420.8
Tllllbereawnd 150.0 149.0 . 88.0 68.1 61.3 13.5 112.0 115.3 117.6 120.0 127.2
Soun:ecWoddBanlc(t988aJ;&Dcofzaire(valfousyears) (titrber); u.s. Depa.rtmentofAgriculture(tS88), zaireAgrictJturaJ Situation

Rspott.
• Dspartment01Agdcdture estimate..
b Ert:::IucIng MIag9prodx;tion.
C Tonsdlsk.
d 1'lJouscnfs d CUJic meteIs.
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S) local B!lVernment control and taxation of production and
marke~I.j'Jg;

6) nationa~~zation and/or ZairlanlzatJon of foreign interests
beginning in 1973.

These policies reflCCled theauthorities' emphasis on developing the Industrial
sector under stale ('.u~1frol and their general disregard of agricultural develop
mont. An overvalued exchange rale kept the coslS of Imported Inputs cheap for
Industry and the government but penalized export agriculture, as did the heavy
reliance on taxation of exports as a mtijor source of government revenue. The
lack of official concern for agriculture was manifested in the minuscule portion
ofpublic funds aUocated to the sector. With few exceptions, less than 3percent
of the total government budget was allocated to current and Investment expen
ditures in agriculture between 19"7() and the mld-1980s, and occasionally much
less (in the period 1984 to 1986,0.8percentorless) (ZTElCogepar 1987). These
amounts are aU the more Anadequate when It is considered that some 70 percent
of the labor force is employed in agriculture. Given the authorities' preferences,
agricultural services suchas research andextension wereextremely underfunded
and rendered virtually useless. The network of rural roads was allowed to
deteriorate, making the evacuation ofproducts to urban and foreign markets and
the distribution ofagricultural inputs increasingly costly.

Tuble 7 provides evidence of the deterioration of output in the industrial and
export crop subsector during the 1970s. Only coffee production was clearly
higher at the end of the dec.tde than at the beginning; for crops such as palm
products, rubber, and cotton fiber, the period saw drastic declines in production.
Im!ustr1al and export crops were particularly affected by the myriad local taxes
and price and marketing controls because the commercialized nature ofproduc
tion made the sub-sector more susceptible to monitoring and control by authori
ties (World Bank 1988a). Producers were penalized by official export crop
prices set well below world levels: for example, the mandated price of cocoa
was about 34 percent of the world price just before liberalization (World Bank
1988a). Government policies, including the overvaluation of the zaire, both
discouraged production and encouraged widespread evasion and smuggling.

The imposition of Zairianization measures in 1973 and 1974 contributed
greatly to thedecline ofoutput in the modernplantation sector. The total number
ofholdings dropped from about 1,200 in the 1970s to 900in the 1980s following
the departure of trained (largely Belgian) management personnel and the aban
donmentofmany plantations (World Bank 1988a). Although themeasures were
rescinded in 1975, the legacy ofzairianization continues to ham~C' attempts to
revitalize industrial and export crop production. Since reform, the authorities
have tried to encourage the return of foreign staff and to encoumge private
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reinvestment, so far without success. Official prices, licensing restrictions, and
taxcs on marketing and lJUrwport scrved to depress produccr prices and incen
tives for toad crop production as well dl'rlng the prereform period. Attempts to
evade govemment controls, through smlji:(gllng and sales on the parallel market,
were widespread. The policy of setting official prices, which was supposed to
help farmers by insuring mlnJmum prices, in pmcticc often benefitted lJUdcrs,
who were observed to treat them as maximum prices to be paid to farmers. In
periods of bhort supply I thi3 practice tended to rwse traders' margins rathe~ than
fnrmgate prices.

The estimates of food crop prodnction in Table 6 indicate a slightly better,
but still very modest, performance in the period between independence and the
1982/1983 reforms than was seen for export and industrial crops. The growth
in food production, however, was less than that of the population and lagged far
behind the growth in demand from Kinshasa and other urban areas.

To meet this oemand, the authorities imported massive amounts of food.
Tables 8 and 9 SlIOW, respectively, import levels and the import dependency
ratios for several major foods. In 1980, for example, imports of maize totaled
147,000 tons, about 44 percent of total domestic consumption (excluding con
sumption of nonmarketed output); imports of wheat, which was not produced
domestically, totaled 103,000 tons; and meat and fish imports each accounted
for about a third of domestic consumption. Together with the low mandated
prices, the govemment's policy ofproviding cheap imports to keep retail prices
low in urban madcets depressed food-Crop prices and discoumged domestic
production (World Bank 1988a).

Agricultural Polley Reforms Since 1982
In June 1982 the government began implementing a three-year Agricultural

Recovery Pian designed to correct the distortions and government neglectof the
sector of previous years. A second, five ,yetI' 1,lan adopted in 1986 reafftrmed
the importance of agricultural dev{;lopmcr.t. Top priority in the government's
new focus on agriculture has been given to the achievement of food self-suffi
ciency, primarily through increased production of maize and cassava to meet
growing urban demand from Kinshasa and Lubumbashi. The second priority is
the expansion of output ofprimary commodities used by local industries (e.g.,
cotton for textiles,oil palm for soap). Athirdobjective is theexpansionofexport
crops (cofCee, tea, and rubber).

A number ofpreconditions essential to agricultural recovery were identified
in the 1982-1984 Agricultural Recovery Plan. Prices, marketing, and exchange
rates reforms were seen as necessary U> restore incentives to agricultural produc
tion. ThePlan identified as otherpreconditions the strengthening ofagricultural
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Table 8 - Inports of Major Food Items ,

1960 1970 1975 1976 19n 1978 1979 1980 1981 1982 1983 1984 1985 1986

Thousands of Tons

MaiD 0.02 64.0 115.0 140.0 132.0 160.0 141.0 147.0 119.0 69.0 51.0 38.0 35.0 58.0

Rice 2.5 - 35.0 20.0 14.0 30.0 16.0 10.0 12.0 4.0 9.0 33.0 36.0 60.0

Wheat - - 90.0 125.0 120.0 104.0 120.0 103.0 157.0 146.0 152.0 137.0 157.0 127.0

Sugar 13.0 15.0 9.0 24.5 9.0 0.5 3.5 17.0 8.0 9.0 25.0 23.0 23.0

Meat 4.3 - 13.0 17.0 3.0 17.7 10.4 8.7 6.1 12.0 12.0 23.0 31.0 43.0

FiIh - - 11.0 6.0 2.4 n.a 6.4 3.8 6.5 6.5 57.0 52.0 105.0 107.0

Soume: Wodd Bank (1988a).

CD....
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Table 9- Dependence on Food Imports,S 1980-1985
1980 1981 1982 1983 1984 198e

Maize 44 14 16 6 9 11

Rice 3 9 2 16 15 17

Meal 15 10 7 19 33 21

Ash 31 31 53

~~r ~ ~ ~ ~ ~ ~

Saures: ZTEISOFINCO 1987
a Equals the ratIo of Imports over total domestic (marketed) consumption.

training, research, and extension services; increasing the availability of credit
for crop marketing; restoring incentives to agricultural investmentby theprivate
sector; and institutional reorganization to improve planning and programming
ca~cities. Price controls on most agricultural products were removed on May
29, 1982, and the right of local authorities to intervene in marketing was
abolished. A more general measure in 1983 covere~: all remaining crops, and
the exchange rate was devalued in 1983 as part of the ~MF supported adjustment
program. In the context of the 1986 to 1990 development plan as well as the
1987 structural adjustmentprogram, anumberofother steps were taken in 1987
to benefit the agricultural sector. First, changes were made in the tariff structure
to eliminate disincentives to the production of ag;icultural tradables. As noted
above, the 1983 tariff refonns had lowered the level ofprotection forcommodi
ties such as sugar, rice, and palm oil, exposing domestic producers of these
commodities to competition from imports that were subsidizedin theircountries
oforigin. The new tariff structure, implemented in 1987, raised the minimum
tariff rate to 10 percent. On the export side, duties were reduced on agricultural
exports, except coffee and wood, and export procedures simplified.

Measures were also taken or planned to address institutional and infrastruc
tural constraints in the areas of marketing credit, public investment projects,
lraP.sport, and agricultural research services. To improve the mechanism for
funding agriculture, the Bank of zaire removed commercial banks' interest
ceilings on agricultuml credit. Prior to this, short-tenn credit from commercial
banks was subject to a ceiling of28 percent, compared with 40 percent for other
sectors. The effect of the ceiling was to discourage agrlculturallending except
to export crop producers and traders, whose subsequ·::nt foreign exchange
dealings would make up for the low rate. To reduce the impact of the unifoml
but higher mte on borrowers, the 18 percent tumover tax on interest payments

=
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on agricultural credit was eliminated. Meanwhile, a floor onagricultural lending
by the commercial banks was established to ensure an adequate supply ofcredit.

As part of the structural adjustment progmm, public invesunent inagriculture
received a boost with the three-year (1987 to 1989) rolling public invesunent
program (pIP), which allocated 10 percent of the funds (9.7 billion zaires) to
agriculture, a substantial improvement over previous progmmo. I, recognition
of the barriers to marketing imposed by the poor state of the country's a~i'roxi

mately 100,000 kilometers of rural roads, an emergency progmm to improve
ruml .oads was created with a budget of 400 million zaires, with an additional
300 million zaires anticipated from a rural roads tax. The restructuring of the
national agriculbJral research institute, Instilut National pour I'Etude et la
Recherche Agronomique (INERA), was begun in an effort to reverse that
institution's long decline.

Impact of the Reforms
Unfortunately, reliable price and production data for the last few years is not

available, so a comprehensive assessment of measures undertaken during the
1987 structuml adjustment program cannot be made.9 As regaIds the earlier
price, marketing, and exchange rate reforms begun in 1982, however, there is
more information, including severalrecent sectorand regional studies conducted
by USAID and the World Bank. Dmwing on these and other sources permits a
tentative evaluation of these policies, with respect to both the effectiveness of
implementation and the response ofproducers.

Food Crop.. Table 10 presents data on real producer prices of maize, rice,
cassava, and peanuts from 1975 to 1984 co!1ected by the Institut National des
Statistiques (INS). Fanngatepricesofthesecrops decreasedsteeply inreal terms
through 1981,inpartbecausechanges in theofficialpricespaid to farmers lagged
behind the rate of inflation, and also because of substantial food imports during
the period.

The data in Table 10 suggest that the effect of the removal of price and
marketing controls in May 1982 was strongly positive: real producer prices
increased substantially over 1981 levels for all four crops and almost tripled for
rice and cassava. Real prices for all crops but cassava fell off somewhat in
1983/1984, but continued to be well above pre-reform levels (except for maize
in 1986). Qualitative evidence of price improvements can be found in a

9 Financing difficulties have p1evented the effcc:tivo implcmep~on of one prognam, the road
rehabilitation prognam. See tho following section on transport !oradiscussion.



Table 10 - Real Producer Prices of Foodaops (1975 prices) I:
1915 1976 19n 1978 1979 1980 1981 1982 1983 1984 1985 1986

zalresll.g

Meize 7.0 6.3 3.9 4.9 3.8 3.7 3.5 10.5 9.5 6.1 5.0 3.0

Rice 8.0 6.3 3.9 3.5 5.5 5.2 4.4 10.1 9.8 7.6 11.0 7.0

Cassava 2.0 5.3 3.2 4.9 3.8 3.7 3.5 10.5 72. 10.7 8.0 6.0

Pewtuta 8.0 7.9 4.9 5.6 5.5 5.2 3.9 7.3 7.1 n.a n.a. n.a
Sourr:e: World Bank i(980), from INS andMinistry ofAgriculture.

I I
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1988/1989 survey of the Bandundu and Shaba regions, in wbich farmers ex
pressed favorable views on the effect of liberalization on i!.odcrop prices
(Tshibangu etaI. 1989, cited in Robert R. Nathan Associates 1989). The survey
found tllat prices fanners received were at least twiceas high as minimum prices
set by the authorities in the two regions. The official minimum price obviously
no longer functions as a maximum price, indicating farmers in tlle areas of
Bandundu and Shaba surveyed are aware of tlleir ability to negotiate for higher
than official prices and that tllere is competition among merchants to purchase
farmers' output. 1O

There is some uncertainty as to how widely increases in producerprices such
as those shown in Table 10 were felL A team of USAlD observers monitoring
the impact of the refonns reported that the effective realization of tlle govern
ment's price and marketing liberalization policy was geographically uneven,
with little improvement in some regions. The attitudes of regional or local
authorities played a major role in detennining whether the refonn policies were
successfully implemented. Officials had to be willing, first, to refrain from
intervening between farmers and traders to set de facto maximum prices and,
second, to encourage competition in marketing and transport (Sines et aI. 1987).
The latter was crucial sinc\~ competition would make it difficult for traders to
continue to pay official mini mum prices to farmers. If these conditions were not
met, prices received by fanners were not lilcely to change greatly from the
official prices. In Bandundu, for example, the governor in 1987 issued a
document fIXing prices, and little was apparently done to remove administrative
checkpointson the roads which functioned as means for minorofficials to secure
bribes from traders. Another problem in certain areas, at least initially, was that
farmers were simply unaware of the refonns, enabling traders to continue to pay
official prices (World Bank 1986).

Uneven implementation ofagricultuml refonns at theregio~ and local levels
is undoubtedly part of the explanation for tlle rather weak supply response seen
at the aggregate level (Table 6). Output of food crops increased at an average
annual rate of3 percent from 1982 through 1986, a slight improvement over the
rate of the previous four years, but still no faster than population growth. It is
encouraging, however, that where price incentives were real, smaIl farmers
indicated that tlley were responding by raising OUtpUL Where price controls

10 Fourteen peroent of Cannen and 4 out of the 26 merdtanll interviewed agreed that the price
received by the fllQl\er wu implmd by the buyer. Monopsonistic buying practices are thelefore not
the general case in the regions surveyed (Robert R. Nathan Associates 1989, Cha!'ter 2).



Table 11 - Structure of Prices of Manioc, Maize, and Peanuts,
October 1987-Septerrber 1988

Manioc COrn Peanuta
(C0888tt88) (Grains) (Un81llil1Ied)

(Zlkg) (0/0) (Zlkg) ('Yo) (Zlkg) ('Yo)

Relall prlce-Klnahas. 61.0 100.0 43,9 100,0 104.0 100.0

Wholeaale price 35,1 68.3 37.1 94.5 81.5 79.3

Producer prioe-Bandundu 13.0 25,4 14.1 32.1 39.3 36.8

DJatrlbutloncolt' 15.931.7 9.8 15,522,5 21.7

COllectlon and tranlport oo81eb 22.1 42.9 23.0 52.4 43.2 41.5

Source: Republic ofZelre 1989a.
8 Retall margIn.
b Wholesale margin. Includes transport-related shIpping, storage, and credit

costs.

were lifted on one crop but not on another (e.g., maize and cotton in Shaba),
fanners adjusted the pattern of~uction accordingly (Sines et al. 1987).11

Chronic transport problems were another major factor in the poor aggregate
supply response. Evacuation of products was constrained by the greatly dete
riorated,condition oftile rural road network, the high costofscarce fuel, the poor
condition of vehicles, and the difficulty in getting spare parts. These problems
add up to very high transport costs, inhibiting marketing activity and, to the
extent these costs are passed backwards to producers, depressing fanngate
prices.

The impact of transport costs can be seen from Table II, which compares
producer prices of manioc, maize, and peanuts received by farmers in the
Bandundu region to retail prices of these products in the Kinshasa markets.
Over40 percentof the retail value goes to the wholesale margin, sOme 90percent
ofwhich isaccounted for by transportcosts (Iabara 1990). Producers themselves
receive no more than one-quarter to one-third of the retail value of these
products. With tmnspOlt barrim 9J significant, it is not smprising that the AID
assessmentteamvisitingBandunduandShabafoundthalaccesstomainocagricultural '

11 Most of the growth Ihat hu occured hu come lhrough the CXplll.iCll1 ofcultivated am ralhcr
than the incrcucc1 we of cub inputs .uch II fertilizer or better ICIIId•• Such a pelte1n of extanive
I'ldhcr than intelllive growth is expected given the general availability of land in ZUI1l, u well u
the IlIIdcquaey of agricuhural I'Clcarch II1d exten.ion services which would promote tho
development and UIC ofnew i~U1I.
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feedcr roads in reasonablc repair and proximity to urban areas were important
dctenninants of traditional farmers' supply response to liberalization (Sines et
a1. 1987).

As notedabove,theauthorities have given priority in theagricultural recovery
plan to food self-sufficiency. So far, output growth has been far too weak to
realize that goal, and substantial dependence on imports, much of it in the form
ofaidl2, continues to be necessary to meet urban demand for food. Notably,
import duties on foodstuffs are minimal. It is difficult to get an accurate picture
of total food imports because of large numbers of unrecorded imports (e.g.,
maize from zambia). Official figures, which underestimate totaIlmports, show
continued high imports ofmaize, rice, wheat, as well as meat and fish (Table 8),
although maize imports are at lower levels than in the 1970s, owing primarily
to increased domestic output (World Bank 1988a).13 As the table shows, the
massive 1983 devaluation had little effecton the volume offood imports. Based
on data from the Bank ofZaire, which covers only imports through the banking
system, the share of imports of food products in 1987 amounted to 29 percent
of the value of total imports (23 percent excluding tobacco and alcohol) (IMF
1988). This is high compared with other African countries, and clearly demon
strates that the constraints to further production are not to be found in weak
domestic demand.

From the point of view of poverty alleviation, a beneficial aspect of price
liberalization is the potential for increases in farm households' real incomes.
Whether farmers benefit, however, depends on the degree to which they market
their output, which in tum depends on whether the infmsttuctural and adminis
trative conditions described above are meL In regions where transport and other
constraints inhibit production for the marlcet, fanners' incomes were little
affected by liberalization.

Food P:rices in Urban Markets. Anegative potential w~lfare impactoffood
price increases is the reduction in the real incomes of the urban poor that would
accompany increases in prices of staples in urban retail markets. Thus, it is
necessary also to consider trends in urban food prices. In Figure 4, prices of a
numberoffood items in Kinshasaretail markets are shown relative to the general
retail price index for the years 1970 to 1988. Prior to liberalization, food prices

12 Most food aid is from the U.S. IIld Canada. For cxample, in 1985. 97.fXX) ton. of wheat, or
about 60 percent of total wheat impolU, wCn! imponed under lhe U.s. food sid progl'llll (World
Bank 19881).
13 The letual extent of lhe decline in maize impolU depend. CII trends in unrecorded impolU. for
which infonnwCII i. hlCking.



88

Figure 4 - Relative Retail Prices of Staple Foods, Kinshasa,
1970·1988
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followed an uneven course for varying reasons. Through the mld·1970s, cereal
imports kept cereal prices low and, through substltutlon In consumption, the
prices of other foods as well. In the period 1975 to 1978, relative priccs lOse

sharply for most staplc foods as a result of disruptions caused by ZaJrJanlzation
and nationalization policies. During the period 1979 to 1982, prices can be seen
to decline. This has been attributed to reductions in the purchasing powerofcity
residents (World Bank 1988a), as well as increased Imports of cereals (e.g.,
bread, rice).

Agail1Bt this background, price liberalization does not appear to have had a
major sustained impact on food prices in urban Kinshasa markets. As seen in
the figure, prices for some nontraded (local) products (e.g., manioc and ground.
nuts) rose faster than the general price Index following 1982, but these increases
followed previous declines in relative prices and they were not fully sustained.
Indeed, for nontmded foods taken as a whole, prices were as low at the end of
the 1980s as at the beginning of the decade. PriCI."S of ttadables (importables)
generally fell through the mid·1980s in response to increased imports, as was
noted above for the case of cereals. Since 1986 relative prices have risen for
some foods (e.g., meat and fish) for which the level of imports has fallen.
Nevertheless, relative prices of imported foods as a group were still lower at the
end than at the beginning of the 1980s (Republic ofzaire 1989b).

The lack of any upward trend in retail food prices relative to other prices in
urban markets, despite rapid urban growth and stagnant agricultural supply,
reflects the importance of imports in meeting urban demand for food. It should
be stressed, however, that although relative prices may not have changed, the
overall consumerprice index roserapidly both beforeandafter theprice reforms.
The effects of this on real incomes of urban residents will be discussed in detail
in Chapter 6.

Industrial and Export Crops. 14 Price liberalization combinedwith the 1983
exchange rate devaluation resulted in significant gains in real producerprices of
export and industrial crops for which data are available (Table 12).15 However,
Table 7 indicates that, in spite of improvements in prices after 1982, industrial
and export cropproduction has continued to stagnate ordecline. Reflecting this,
the trend in export volumes has been flat or negative for palm oil, rubber, tea,

14 This and thc following scdion draw heavily on World Bank (1988a).
IS As with food Cropl, thc cffects wcre probably not lUlifonn. Thul BandlUldu and Shaba fanncn
in the 1989/90 larve)' discussed above were virtually \IIIllIIimOUI in \he view that, whilc food crop
priCCI did rilC U • l'CIult of pricc liberalization, coffee and conon prices did noL
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Tabl. 12 - Real Produoer Prloes of Industrial and Export Crops
(deflated to 1981 prices)

1'181 1982 1083 1084 1985 1988

Zalres/kQ
Arablca coff•• 5.0 4.8 4.6 8.3 1ll.S 0.7
Robull. coli•• U U 1.7 4.1 3.6 3.6

Cocoa 3.0 3.7 4.8 5.2

Se.d co«on
111 quality 1.2 1.3 1.6 2.6 2.2 1.7

2nd quality 0.9 1.0 0.8 1.2
rea 0.16 0.2 0.3 0.3

Palm nula 0.1 0.1 0.1 0.3
Source: R8publlc ofZSlm 1987.

cocoa, and coffee, as seen in Table 13. The share of agricultural exports in total
export receipts has remained at about the same level- slightly over 10 pel'tCnt
- since 1982, with the exception of 1986, when ajump in international coffee
prices and the relaxation of export quotas caused the share to more than double.

As with food crops, the deteriomtion of transport infrasttuctures has been a
.mlijor barrier to industrial and export supply response. For perishable export
crops such as tea the constraint is particularly serious (World Bank 1988a).
Moreover, tmnsport costs, which already accounted for a large portion of the
export value of some crops, increased significantly between 1981 and 1986,
pushing down the share received by producers. According to World Bank
estimates, the producers' share in the export value ofcocoa fell from 34 percent
to 24 percent during the period. Forcoffee, the change was from 51 percent (in
1982) to 27 percenL While a downward trend in the share ofexport value going
to coffeeproducers has been observed elsewhere in Africaover the sameperiod,
the decline was much less pronounced (from 61 percent to 49 percent) (World
Bank 1988a).

Another factor inhibiting output increases ofexport and industrial crops has
been the continuing burden ofregulation and taxation on the p1anta~on subsec
tor. As noted above, it is easier for the authorities to monitor plantations than
the much more numerous small fanns. At the local level, problems of interfer
ence by regional administrations persist, and exporters are also bunJened by
export taxes and control procedures. In measures accompanying the 1987
structumi adjustment program, administrative requirements have been some-



Table13- MajorAgricultural Expo!1s
1960 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 19ar

Thousands of Tons
~. 59.0 68.5 72.2 74.0 70.4 80.7 49.0 85.1 80.7 71.2 63.8 62.5 60.0 660 67.5 64.8 78.8 131.0 89.5

Panci 167.0 123.5 11ao 87.0 69.7 62.4 53.0 39.7 21.5 9.6 - 10.0 6.1 4.2 2.5 6.2 13.9 1.9

Itilber 35.5 31.4 39.9 37.7 32.2 28.2 24.2 21.1 27.6 26.1 17.9 14.5 18.5 14.9 13.0 14.G 11.0 14.2
T_ 5.0 3.1 4.1 6.4 6.8 5.3 4.7 5.4 4.2 3.8 2.7 1.5 2.1 3.0 2.0 3.3 3.0 2.3

eoa. 5.2 6.0 6.0 6.0 4.9 4.7 5.3 4.3 3.9 4.3 3.5 4.2 4.5 4.1 4.5 4.3 4.4 6.3
Soarz:8s:Wor1d&mk (t988a}; U8.lJspartrTJem d Agriculture, Agricultural 9tuation Annut!i - zaire (t988).
• Qp;nnent d Agri;dture estinSe.
• Maybe ligherthanp1Dducfon die to stoc:ics.

.......
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what simplified and export taxes rl"l,dJuted on all agdcultuml produclB except
coffce and wood, but oxporters remain substantlally burdened by regulatlons.

With the implementation of price reform and dovaluatlon, most observers or
the sltuatlon in ZaIre conclude that the above structural and pollcy.relat.cd
constmlnlB on the supply side constitute the main burrier 10 expansion of
Industrial and export crops. Demand Is not considered 10 be a limiting factor.
Both for Industrial and export crops, exchange mte refonn has given Zaire the
potential 10 be competitiveat current world prices. A 1987 study by ZTE/SOP.
INCa (cited In World Bank 1988a) showed that the cost of domestic resources
used to produce rubber, tea, chinchona, coffce, and coo08 for export and all palm
and cotton for domestic use was Jess than the world pric:e, indicating that the
country hadacomparativeadvantage in the production ofthesecrops; only sugur
production applJ8I'S to be uncompetitivel6

• This Is the case even though produc·
tivity remains low both In the smallholder and plantation sectors.!7 Zaire
appears, therefore, to have significant potential for expansion of productlon of
thesecrops atcurrent yield levels, Ifbarriers on the supply sidecould be reduced.

Since information on productlon of export and industrial crops is more
plentiful and reliable than for food crops, reflecting the large scale and commer
cial orientation of most production, it is possible to describe specific problems
of various crops in the subsector.

Coffee is by far Zaire's most important agricultuml export, accounting for 80
percent of agricultural export receiplB and 9 percent of total exports in 1988.
Coffee production is a source of cash income for over one million rural house
holds, which account for about 70 percent ofproduction (the rest is produced on
plantations). To the extent that smallholder producers are among the poor,
changes in prices and production are of interest from the perspective of poverty
alleviation. Amodest increase in production,was recorded in 1984 following
devaluation and the freeing ofprices (Table 7). However, changes in the output
and revenues ofcoffee producers since the reforms owe as much to fluctuations
in international prices as to the price and exchange mte policies. In 1986,
following a surge in world prices and the lifting of International Coffee Organi-

16 Domeatlc Rcsourw Co.t (ORe) measures the cost in domeatic resource. of earning a unit or
aaving a unit offORlign IJachange. In the preaentcontext, the fonner applies to cllport crops .uch as
coffee IIId robberIIId the latterto Import-competing clOpasuch as ootton IIId oil pahn used8alnpull
In domeatic induslly. If the coat of domestic Rl.owces to produce a product is Ie.. thlll ill value in
tenna offomlgn exchangeadded oraavcd. the country had acomparative advantage in theproduction
of the product (ZTBlSOFlNCO 1987).
17 WagCl are low enough III off.et low productivity of labor.
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zotion (ICO) e"port qUOtas following a bad halVCBt in Brazil, production in
creased again 'JY 6 percent. Exports jumped by two-thirds in 1986, to 131,000
tons, as producers took advantage of the quota suspension to draw down stocks
that had accumulated io ii~vious years. As world prices fell in 1987/88,
however, coffeeoutput 8nd exports plummeted: anottd factor was the high cost
of borrowing from commercial banks to finance coffee purchases and stock
accumulation, a consequence of the J987 structuml adjustment program. The
suspension of ICO quotas in 1989 was expected to partially offset the effccbl of
lower price;,'i (IMP 1989).

Productivity in coffee production is low in zaire. Coffee yields on peasant
farms are low due to the minimal use of inputs such as fertilizer and pesticides
and the absence of extension services and research. Farmers genemlly produce
their own cuttings from local slOCk, as there has been no selective breeding and
distribution of new coffee tree cuttings in recent years. Yields on plantations
are higher than on small farms - up to 800 !,tilograms per hectare for robusta,
and 500 kilograms per hectare for ambica, compared with 350 to 500 and 150
to 230, for respectively small farmers - but still below potential, as plar.tations
suffer from aging trees, low investment, and labor shortages.IS As is the case
for all crops, poor transportation .nfrastructure constitutes a significant barrier
to marketing and export. An additional concern for coffee is quality. Office
Zairois du Caf~ «(JZACAF) which oversees pricing, production, and export
sales, grades over 90 ~ercent of exports as medium or below in quality.

A:J Table 7 indicates, price libcmlization and devaluation were not able to
reverse the chronic decline in oil palm production, which was lowerin 1987 than
at the start of the decade. While a drought in the northern part of the count.ty in
1983/1984 played a role in preventing a positive supply response, long-term
factors have continued to constrain supply. These factors include a lack of
investment: reduction in harvested area through abandonment ofestates: aging
trees (almost halfare 15 years or older): difficulties in recruiting rurai labor for
planting and harvesting; and the ubiquitous transport problem, which delays
movement of output from the interior and causes excessive stock buildup on
plantations. Yields are low and declining, with current rates of replanting said
to be insufficient to offset these declines. Although zaire was fonnerly a major

18 MiniltJy ofagriculture Cltimalel, quoted in U.S. Drparlrnl'nt of Agriculture (1988, p. S) •The
World Bank IcclOratudy catimllelpolCntial yicldllO be 1.~OO kilograml perhcetare forrobu.ta II'Id
1.000 kilograms perMellie for arabica for plantalions lIIld700kilograms perhectare (robuata) II'Id
500 kilograms per hectanl (arabica) for small fanncn (W :)rld BlIIIk. 1988a. Annex A).
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exporter of palm oil, today only a small fmrtion of output Is expol""d as tho
declining supply is barelyablo to meetdomestic industrial (e.g., soapproduction)
and consumption (cooking oil) needs. In 1988, a shortage was experienced by
industrial usel'B. As demand from urban consumers and industry grows, the
country will tum inlO a net importerof palm oil if the long-tean decline in output
is oot reversed. Rubber production ha! also stagnated due to the aging of trees
and the aban~onment of plantations, as well as low world prices. For cotlOn,
which is cultivzted by aoout 250,000 small fanners on an avemge area of less
than 1 hectar.:, price reform similarly brought no improvement in production.
This is partly oecauso fanners favored food crops, the prices of which rose
relative II> ..:otlOn (World Bank 1988a). Domestic production of seed cotton
currently accounts for only about one-half of the needs of the country's textile
industry.

It bears stressing that even with liberalization of prices, easing of transport
constmints, and improvements in productiviLy,outputand revenues from export
crops would still be subject to fluctuations induced by variability in world prices.
In fact, 10 the extent that price controls dampened the impacts of variabiliLy in
world prices, fluctuations in revenues and output can be expected 10 be more
pronounced under liberalization.

~ore8try and Livestock SttctOI'8. Almost halfofZ8ire's immense land area
is covered by forests. These vast timber resources, however, have so far been
largely unexp~oited. While the 139 million hectares ofexploitable forest land is
thought to be capable of producing 700 million cubic meters per year, current
output is only about .55 million cubic meters annually (fable 7), approximately
the same level it has been for the last five years (World Bank 1988&). Develop
ment of the forestry sector is hindered by poor infrastructure and ttansport
(particularly river transport). inadequate supplies ofequipment. fuel, and spare
parts. and lack of trained labor. Most of what is produced is consumed domes
tically; wood exports account Co' only abol~t 1 pertent of total exports. If
infrastructuml and other barriers &itJ ~vercom' J, exploitation of timber reserves
will have to be balanced with forest and wgdlife conservation. and the use of
forests to meet energy needs of rural communities.

zaire's grass and tree savannahs hold considemble potential for Iivl"c;toek
development. The country currently has about 1.3 million head of cattle (two

thirds of which are in the traditional sector) compared with a potential 30 to 40
million head. TheJ'l;. are :~!30 about 3.6 million small ruminants (Wor!d Bank
1988a). The livestocksectorwas hurtby the 1983 trade liberalization measures.
which resulted in greater competition from imported meats subsidized in their
countries of origin. Meat imports doubled between 1983 and 1984, to 23,000
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tons (Table 8). In 1986, imports were 43,000 tons and provided aboutone-thhd
of the country's meat consumplJon. With the revision of the tariff structure in
1987, which restored minimum tariffs on imports, livestock producers gained
some protection against foreign dumping ofmeat products. More generally, the .
development of the subsector has been constrained by unavailability of foreign
exchange for veterinary inputs and lack ofextension services.

Even with imports, annual meat consumption per capita of about 4.2 kilo
grams is low by African standards and falls far short of the 25 kilograms per
person per year recommended by FAO. The benefits of imports are felt largely
in cities such as Kinshasa, where the average annual consumption per capita of
meat is 14.3 kilogram!:, wee times the national average.

Constraints to Agricultural ~xpanslon
The foregoing indicates that the authorities have largely eliminated the price

and exchange rate distortions that negatively affected agriculture in the pre-re
form period. LiberalizalJon, however, has not brought the desired output re
sponse. Zaire's experience since 1982 demonsttates the limits of price reform
in the presence ofpervasive institutional and structural constraints. Perhaps the
most commonly cited constraint is the poor state of the ttansport ~istem,

discussed above, but several institutional shortcomings can be identified. These
are described briefly in what follows.19

Agricultural S.rvlce•• The World Bank has eslJmated thataverage yields per
hectare (in 1987) for such important food crops as maize, manioc, and rice are
50 to 75 percent below potential (World Bank 1988a). Although very modest
growth in food-crops has been achieved in recent years through expansion of
area cultivated, growing scarcity of labor in some rural areas means that there is
a limit to extensive growth; improvements in yields through greater use of
improved seeds, fertilizer, and other inputs will be necessary.20 However, the
poor state of agricultural services - research, extension, and the provision of
inputs and credit- impedes productivity growth.

I

There has been very little agricultural research in Zaire since independence.
The Institut National pour I'Etude Agronomique au Congo (ILEAC), which
employed over 300 professionals before 1960, deteriorated into a state of

19 Muc:h of tba following il buedon thediscwlion in World Bank (19881).
20 AdiJlinct b:nnonethelesl imponam alpectof rurall.bor lborlagel .. they affect Imallholder
production II the potential for a dilpropol1ionate additional burden of work to be placed on wornCll.
Having women work morc houn to expand family fann output may we the laborcoDlIrIint buthal
negative implicationl for the welfare of rural women (Robert RNathan AllOCialel. 1989).
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ineffectivencss through sevcre underfunding and 11 shorlDge of truincd re
searchers to replace expatriate staff who left after independence. The budget of
ILEAC, renamed the Institut National pour I'Etude et la Recherche Agro
nom/que (lNERA) was whittled down to 11 fraction of its pre-independence size
and has continued to be reduced even after refonn began In 1983. Recently
following a 1985 study by an inter..l;Pllsterlal working g~up with the assistance
of ISNAR, the government has begun a process of reorganization of its agricul
tural research activities. By 1988 (the time ofan assessment by the World Bank)
the government had implemented severnl cost reduction measures, such as
relocating INERA's headquarters from Yanglmbi to Kinshasa and eliminating
redundant research stations.

zaire's extension system is ineffective and frnught with waste and duplica
tion. Extension services are provided by the government fie:'dservice, extension
components ofspecific developmentprojects, NOOs, andprivateagro-industrial
fmns. Each region has a regular government extension service under the
supervision of the regional agricultural inspector, below whom are subregional
and zonal inspectol'll. E~tension agents are supervised directly by the zout
inspectors. The FAO estil~ates that there are 10,721 regional agricultuml
employees (World Bank 19881).

The effectiveness of the 01' regional government field services is greatly
hampered by a lack of resources: ~'ldgets are so small that vehicles and basic
supplies cannot be obtained. Also, ~xtension agents are undertrained and
extremely poorly paid (about2,000 zaires, or US$ 16a month in 1987), causing
absenteeism and poor motivation, which f·..a1her reduce effectiveness (World
Bank 1988a). Government extension efforts are also confronted with farmem'
mistrust, a legacy of the pre-independence practice of using government exten
sion agents to enforce cropping pattems. Unfortunately, even after price liber
alization, the use by local authorities of extension agents to enforce minimum
cropped areas for major food crops has persisted?1

Better results have been achieved by extension services offered as compo
nents of specific development projects and by nongovernmental organizations
(NGOs) and private companies, which in fact are often set up to compensate for
inadequategovernmentextension. Thepresence ofbothreguiargovernmentand
other extension services in the same region, however, implies a degree of

21 This i. bued on lIle 1988/89'.urvey of Bandundu IIId Shah. r"!=.en (Nathan. 1989).
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duplication and WllBte. In other areas, there are almost no services from any
source.

Extension cannot effectively raise farm productivity unless farmers have
access to inputs such as fertilizers, improved varieties of seeds, tools, and
veterinary products. The use of inputs actually appears to have fallen since
independence and continues to be constrained by a number of factors (World
Bank 1988a). Since most inputs must be imported, restricled access to foreign
exchange as well as poor transportation to remote areas impede the widespread
distribution of inputs. Transport Is particularly aproblem for bulky inputs such
~ fertilizer and cattle feed. An additional constraint is lack of credit, as capital
must be tied up for significant periOlIs to move Inputs to rural areas.

The responses of farmers in the recent Bandundu/Shaba survey reflect these
constraints on input supply. The use of fertilizer and inputs other than land to
expand food crop output was minimal, and respondents reported great difficulty
in obtaining fertilizers and improved seeds in local markets (Nathan 1989).

In 1984, with World Bank assistance, the government established a national
seeds service, the Bureau National des Semences (BUNASEM), to coordinate
the distribution and supply ofseeds 8.lld ensure theirquality. With the exception
ofseeds, however, there is no nationally organized system for input distribution
and supply, reflecting the authorities' desire to leave these functions to the
private sector and the belief that trade and credit reform would induce private
fums to undertake them. Distributing and selling inputs would seem to be ideal
for private sector involvement, particularly given the problems experienced by
publicly funded agencies sucli'l as the Programme Nlltional Engrais (PNE) in
distributing inputs (World Bank 1986). However, while a few large, vertically
integrated NOOs have been able to distribute inputs at a profit, transport and
other constraints have so far Pl~vented substantial private sector involvement.

Credit for agriculture is available from three main sources: Soei~t~ Finan
eiere de Developpemenl (SOFIDE), the Agricultural Credit Bank (BCA), and
commercial banks. SOFIDE, an IDA-supported development finance corpora
tion, provides medium and long-tenn credit to the modem sector at an interest
rate of IS percent, with foreign exchange risk assumed by the borrower. BCA
was established in 1982 to expand the availability of agricultural credit and
provide loansat an interestrateof26 percent to smallerborrowers thanSOPIDE
services (Zaires 1.7 million on average but as low as zaires 200,000, compared
to 5 million on average for SOFIDE). However, BCA is not a source of
smallholdercredit two-thirds of its lending goes to traders and the rest to large
farmers (Lipton 1988).
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At Its incolpOration in 1982, BCA's total potential capital was almost US$
22 mUllo'n. High inflation and subsidized interest rates, however, meant that
BCA was earning negative real interest on its loan portfollo, which resulted in
decapitaUzation. By the end of 1986 its equity was little mow than US$ 1
million. This shortage of resources prevenw BCA from playing its envisioned.
major role in providing agricultural credit: in 1986, for example, it accounted
for only 4 percent of total credit to the agricultural sector.

To increase the capital ofBCA, the government is preparing an ordinance that
would establish BCA as a mixed capital company and open the subscription of
its capital to others, including foreigners. In nddition, in an effort to mobilize
rural savings for agricultural lending, links are planned between BCA and rural
savings and loan cooperatives (COOPECS), which have grown rapidly in size
and number in recent years.

For both SOFIDE and BCA, demand from the modem sector for credit for
marketing and investment greatly exceeds available resources, sugge9ung that
shortages of credit are constraining output expansion and marketi:RS: activity.
Note, however, that the subsidized interest rates from these institution9 account
inpart for the highdemand. In 1986, for example, rates on long-tenn agricultural
loans from SOFIDE and DCA were IS and 26 percent, respectively, well below
the 40 percent charged by commercial banks (Thomas and Reintsma 1989).

The commercial banks are the main source of{'redit to the agricultural sector.
Most credit from the banks is used for seasonal crop marketing. Before July
1987, short-term agricultural lending by commercial banks was subject to a 28
percent interest ceiling, compared to 40 percent for other sectors. As noted
earlier, the commercial banks responded to the ceiling by favoring export crop
producers and traders whose later foreign exchange dealings would compensate
for the subsidized rate. The refonns undertaken under the structural adjuSlrnent
program in 1987 attempted to rationalize lending by the banks. Interestceilings
on agricultural lending by the commercial banks were removed. To offset the
effect on borrowers of the resulting higher (but uniform) rate, the 18 percent
turnover tax on agricultural credit was eliminated. The government also set a
minimum proportion of commercial banlc lending that must be directed to
agriculture.

With these changes, the main oonstraint to borrowing from the commercial
banks was the high mteofinterestllltherthan the shortage ofcreditat subsidized
rates. Data are not presently available to assess whether access to credit was
made easierfor small farmers or traders as a resultofthe liberalization, Afurther
question, discussed in Chapter6, concerns the differential access of womrllD and
men to agricultural credit, particularly for trading and marketing.
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BUdgetary AliourCl- : and Admlnl.tratlve Cap.blntl••• The discussion
above makes clear that underlying man)' If not most of the problems of agricul.
tural services in zaire Is the paucity of resources made available for their
provision. Oovemrnent pronouncements on the importance of agriculture to
national development (prlorltA des prlorltes) have not been matched by im·
proved budgetary allocations to the sector. As noted, the share of current and
investment expenditures going to agriculture was typically 3 percent or less
through 1986, the last year for which reliable dala are available. Most disap
pointingly, agriculture received a tiny 0.7 to 0.8 percent budgelary share during
the period 1984 to 1986, even as the country began efforts at adjustment and
refonn. Clearly, if the authorities' Slated objective of rapid agricultural devel·
opment is to be achieved, a far greater portion of public resources must be
directed to the sector. The 1987·1989 Public Investment Program (pIP), took
the welcome step of allocating a higher portion of resources (10 percent) to
agriculture than previous programs. Unfortunately, information on the sub·
sequent implemenlation of these resources is not available.

The problem of inadequate resources is compounded by poor organization
and management of government agricultural administration. Fragmentation of
administrative responsibilities causes difficulties in coordination. The Ministry
of Agriculture is only one of four agencies overseeing agriculture and related
activities (e.g., forestry), and very frequent changes in top administrative staff
of the Ministry of Agriculture are detrimental to the continuity of policy. Poor
slaCf morale, linked to very low levels of pay, also seriously compromise
effectiveness. The years since the early 19708 have seen adrastic decline in the
real compensation of civil servants, who have borne most of the burden of
austerity-induced budgetreductions. Public sectorreal wages in 1988 wereonly
13 percentof 1971 levels, witha widening gap betweenpublic and private sector
wages since the start of the 19808 (Bank of Zaire various years). Moreover,
government salaries are not paid regularly. In 1990/1991, salaries were in
creased subslantially although high inflation more than offset these increases.
As a result. scarce qualified personnel are tempted to leave for the private
sector.22 Agricultural administtation also suffers from overcentralization, an

22 Another cmlequence of thclcarcity of .killcd ltaffand inadeqUllll civillervice pay ilrhc UlC
ofbonus Ichemes by dOllorprojects to auractskilled pellcxmel.1be.e bOlluses can COll.tilUltl up to
leveral timel bue lalariel. Rather th8l1solvc rhe low pay problem through tU facIo c:anpetl.::'ll
lUlIong projects, however, thil unolJl8l1ized proc'::3~ <:an cause ol18oing projects that cannot raisc
Ialarici in mid-lenD to laiC ltaff to new projects offcrin,,' high bonusci. and prevent worlhy projects
with fcwer l'llIoun:e~, from lIUtICting needed nuf (World Bank 1986),
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especially serious problem given the great size and diversity of the country.
However, regional and local administrations, to which agrlcuituml field services
arc responsible, arc themselves very shortofresources and suffer from an almost
complete lack of accountability (Thomll8 and Rclnl8ma 1989).

DonorStretegl••• The shorlCOmings ofgovemmentagrlcultuml administra
tion has condiUoned the paLl.ern of donor activities In unfavorable ways. Over
the fast two decades donors have genemlly followed a dispersed approach,
favoring scattered community development and commodity-specific projccts
such as food-crop and road improvements, livC9tock development, and water
supply developments. These are typically self-contained projects with their own
management structures, and thus nre protected from the uncertain budgeMy
process and ineffective government adminlsl1'lltion. However, although individ
ual projects have sometimes been successful, the "isolationist"approach suffers
from problems of lack of replicability and avoids rather than faces the necessil~'

of overall reform of national institutions for agricwtural development.

TRANSPORT
Economic activity in zaire depends crucially on awell-functioning transport

sector to permit reliable access to inputs and the evacuation of outputs.This is =

the case not only becaure the country is so large, but also because it is nearly
landlocked. However, the transport network in zaire has declined steadily since
independence and now constitutes amlijor barrier to theexpansion ofactivity in
agriculture (as described above), as well as in mining, manufacturing, and
commerce.

The network of roads, railways, and waterways, a will as their parastatal
management, were described in Chapter 2. This section will discuss develop
ments in the sector sb1ce independence. The discussion willbe confmed to road,
river, and rail tran~~rt, since these modes, rather than air and international
shipping, are those upon which activity in other sectors most depends.

During the colonial period, the road and railway infrasbUctwe, although
designed to serve the interests of the Belgian business community, was well
developed and maintained. The main road and rail routes connected the agricul
tural regions ofKivu and the mining region ofShaba with Kinshasa and the port
of Matadi. In the less developed northern half of the country. the transport
system was relatively sparsely developed. The transport network today still
largely reflects these colonial patterns.

Since independenr.e, the perfonnance of the transport sector has declined as
a result. ofa lack of mJintenance, shortages of fuel, equipment, and spare parts,
disruptioncausedby thecivil war in Angola, and the poor financial perfonnance
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of the transportation parastatals. The fall In export cumings and balance of
payments difficulties beginning in 1975 have added to problems caused by
inadequate maintenance by forcing reductions in necessary Imports. For exam
ple, imports of trucks fell from an annual avemge of 5,500 during the period
1972 to 1975 to only 1,000 Ir '978 (World Bank 1979). Transport bottlenecks
also resulted from a shortage ofpetroleum, the consumption of which fe116 and
8 percent In 1976 and 1977, respectively. Lack of access to imported paris and
equipment and inadequate fuel supplies has continued to constrain transport
activity and has correspondingly discoumged production, r,..-'lcularly in agri
culture.

The Vole Natlonsle
Theclosing ofthe BenguelaRailway in 1975 as aconsequence oftho Angolan

conflict closed off OECAMINES' access to the port of Lobito.23 Since then,
minemi exports have been exported primarily through Matadi, a much more
cumbersome and expensive route, and through South Africa, which is faster but
even more costly. The route to Matadi, known as the Voie Nationale, is a
combined mil 'and water route maintained by SNCZ and ONA'IRA. The
services of both ofthese stateenterprises havedeclined along with their financial
performance in the last few years, further adding to Gecamine's costs and
constmining its ability to increate output and exports.

The Road Network
Consu'Uction and maintenance ofthe road network is the responsibility oftwo

agencies, the Office des Routes (ODR), in charge of primary JI1d secondary
roads, and the Service Nationale des Routes Desserts Agricoles (SNRDA), for
feeder roads. Years of inadequate attention to maintenance have led to the
wearing out of the country's network of roads, with deleterious effects on
production, particularly in agriculture. Only asmall fraction ofzaire's 150,000
kilometers of roads are asphalted, and many are completely impassible in the
rainy season. The result, as described in the previous section, is that transport
is extremely costly. Together with shortages of fuel, partS, and equipment, the
effecthas been to discoumge agricultum! production for the market, to add large
tmnsport margins to food and industrialcrop prices, and to increase thecountry's
dependence on imports to feed the urban population. At the same time, as noted
in the previous section, transport barriers have weakened the impact of price
refonn on agricultum! supply and rum! incomes. Finally, the smuggling of

23 Sec the following section for dovelopncnII concerning GBCAMINES.
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products across nearby borders (e.g, food grown In Kivu) has emerged as an
attractive alternative to attempting to ship agricultural products to distant urban
markets.

ODR was established in 1972 with World Bank and USAID support to
manage all roads, including the fceder network. By 1985, it WIlS clear, however,
that ODR resources were not even adequate to cover the national and regional
networks, and rei ponsibility for feeder road maintenance fell to less capable
regional administrations. The only feeder road management undertaken prior to
the start of SNRDA opemtions in 1987 was by commercial plantations or
religious organizations (USAID/Kinshasa 1990).

ODR has been the recipient of a major portion of some US$ 600 milIion in
highway-related grants and soft-term credits from the World Bank and other
institutions. A recent USAID/Kinshasa (1990) study, noting that the level of
service provided by the road network today is lower than during the colonial
period, concilldes that the success of this aid has been limited to staving off
complete disimegmtion and economic breakdown. While institutional weak
nesses of ODR, in particular overcentralization of management, have been
important, thP, majordifficulty has been the agency's inability to secureadequate
and regular local currency funding.

In 1985, the go'!~rnment initiated a road rehabilitation program to be fmanced
by a tax on gesoli~"e and diesel oil to be collected by petroleum distribution
companies and turned over to ODR. In 1985/1986, the first two years of the
plan, r,o"ennes were inadequate due to inefficient collection (If the fuel tax. In
order to secure more revenue, and in accordance with the structuml adjustment
program, the authorities increased retail petroleum prices and the tax on gasoline
and diesel oil in 1987. However, the companies responsible for collecting the
tax experienced cash flow problems due to delays in adjusting retail petroleum
prices to match increases in their costs as well as delays in payments for
government purchases. As a result, they withheld several months' worth of
proceeds from the tax from the Office des Routes. ODR's financial position
suffered furtherdarnage in 1988 when the World Bank suspended disbursements
under the Sixth Highway Credit, which had a multiplied effect through reduc
tions in related local currency expenditure obligations by the government. For
these reasons, ODR's operations, instead of expail1ding, stagnated in the period
1987 to 1989 (USAID/Kinshasa 1990).

Adecision in 1989 to double and index retail pt.lb'oleum prices, and a revised
tax structure, resulted in an improvement in the f1nancial situation of the road
authority. The new tax structure, based on an ad valorem transportation surtax
of 55 percent on gasoline, 4S percent on diesel and fuel oil, and 15 percent on
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kerosene, was designed to maintain the real value of revenues in the face of
inflation. Forty-three percent of theso revenues were eannacked for OOR. but
this amount was subsequently reduced several times and as ofMarch 1990 stood
8t 38 percent. Implementation of the new tax structure led to a IImilCd renewal
of disbursements under the World Bank's Sixth Highway Credit in January
1990. At the same time, beginning in 1989, OOR initiated otherreform policies,
including restructuring the agency. curtailing staff, and contmctlng with private
scctor operators for road work.

As noted. OOR's priority since its Inception has been highways. SNROA
was created in 1986 (and began operating in mid-1987) to provide u more
decentralized institutionalslrUcture for planning and maintaining Laire's feeder
road network. Lacking technical offices. SNROA relics ori technical services
provided by OOR. Road all developed and maintained by private contractors.
The agency's activities arc financed through a 6 percent allocation of fuel tax
revenues. Government changes in the organization of SNROA. including
greater decentralization. announced in June 1989. have been incorporated as
credit conditions in a planned US$ 21 million World Bank Pilot Feeder Road
Project.

Operations of ONATRA and SNCZ
Conditions in the transport sector reflect in part the poor.management.

inappropriate pricing policies. Wld otherproblems associated with the operation
of the tmnsport parastatals. As mentioned. the financial condition of the river
and rail transport agencies, ONATRA and SNCZ. which was already poor. has
deteriorated sin~ the mid·1980s. A number offactors have contributed to this
deterioration including delays in raising tariffs when inflation was high; falling
or stagnating traffic volume; high operating cosrs; and lack ofmaintenance and
shortages of equipment and spare parrs (IMP 1988). To make rates more
accurately reflectcosts. rail transport rates were raised by about 100percent. and
river trWlsport rates by about 50 percent. in 1987. In addition. as explained in
Chapter 4. a major focus of the World bank supported 1987·1990 Public
Investment Progmrn was the rehabilitation of transport infrastructure. and me
dium·tenn investment plans were elaborated for both ONATRA and SNCZ.
However. the continuedpoor financial condition ofbothparastatals has hindered
the execution ofthese programs. In the meantime, as the services ofONAlRA
and SNCZ have deteriorated. and reflecting the authorities' recent ,emphasis on
encouraging private sector activity. an increasing amount of tram.port activity
has been undertaken by private businesses.
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aECAMINES
The importance of the mining sector, and therefore of OECAMINES, us a

source of foreign exchnng~, tr,iI revenue, and employment WlIB strcssed in
Chapter 2. OECAMINES has ~, "ven larger economic role than this, however,
because the company Is a ml\lor source of demand for the energy and transport
sectors and Indlrectly providcs, through these sectors arid other JInks with the
rest of the economy, employment far beyond its own 40,000 workers. Conse
quently, the fortunes of the Zairian ooonomy are closely bound with tllOSC of
OECAMINES, and to a significant extent the economic crisis beginning in the
19708 reflected developments in the mining sector. This section will present a
fuller picture ofdevelopments in OECAMINES during the crisis years of 1975
to 1982 and the period since reforms were Initiated In 1983. It bears reminding
that, except for diamonds and petroleum, the predominance ofOECAMINES is
such that it is almost synonymous with the mining seclOr in zaire.

The Crisis Period: 1975 to 1982
The high growth mtes of the Zairian economy in 1967·1974 were spur''''~

largely by buoyant copper prices. In 1974, OECAMINES produced a record
471,000 tons ofcopper, 17,s00 tons of cobalt, and 68,700 ~l1S of zinc. Begin
ning in 1975, however, OECAMINES entered a period of decline and decapi
talization. This decline had both external and internal cause.

On the external side, the plummeting of international copper demand and
prices in 1975 was a major blow to the mining sector. Although, except for
cobalt, mining production did not decline sharply in 1975 - copper output was
only 1.7 percent lower than in 1974 - the value of sales fell almost 40 percent
because of the depressed prices. War in Angola also had a detrimental impact
through the Shaba wars of 1977 and 1978 and the closing of the Benguela
Railway to the AtL'\ntic port ofLobito. With the closing of the railway in 1975,
mining products h:.Id to be shipped by the longer and more cumbersome route to
the portofMatadi. lldding an estimated US$ 68 million annually in transportand
financing costs. By 1978, production of copper had declined to 391.000 tons,
barely above 1970 output (Table 14).

However, GECAMINE.'S difficulties during this period were also due to
internal factors relating 10 government policies and company management
(World Bank 1982). TheS{j inclUded, first, institutional shortcomings related to
the taxation regime, lack of transparency in the use of company receipts, and
political interference in managemenL The tax regime paid little heed to the need
for GECAMINES' fmancial viability. Based heavily on export duties. it penal
ized the company in times of low export priCPCl. and prevented necessary
reinvestment. GECAMINES was typically unabie>;a meeta mfijorportion ofits



Table14-Selected DaIa on GECAMINES' Operations

1978 1979 1990 1981 1982 1983 1984 1985 1986 1987 1988

Mllens of zaires

TdalllmOY8r W7.2. 4,113.3 6.635..9 6,243.4 10,645.6 34,057.9 47,~9.7 55,726.6 111,820.2 249,519.9

Ofwhil:k
CIClA*'''' 385.8 2,742.7 3,612.2 4,591.7 7,790.5 22,021.4 3~,7S4.6 41,720.2 88,957.7 195,915.0

c:abIIR... 487.6 1,3)6.0 2,231.4 864.1 1,311.6 8,384.5 11,201.9 9,387.3 15,263.1 39,498.1

~....... 145.1 691.5 1,542.3 -1,833.8 -1,429.1 1.508.2 2,182.0 -2,563.0 3,041.3 29,810.0

1rweA_1I - 492.8 358.4 117.1 935.0 4,465.6 7,125.0 6,782.9 11,130.7 15,033.5

~iUdebt - 946.7 1,362.4 1,628.5 6,511.1 8,981.0 11,971.0 10,338.5 16,714.6 23,622.4
(.adl*iod)

Thousands of Metric Tons

---.......
391.1 369.8 425.7 468.2 466.4 465.8 465.5 471.5 476.0 472.3 439.5

13.8 14.0 14.5 11.1 t..~ 5.4 9.1 10.6 13.5 10.5 10.0

43.5 43.7 43.8 57.6 64.4 62.5 68.4 67.9 65.0 55.0 61.0
_.-:RFplftdzare. Cmjunclure Econorrique (1987); IMF (vaJious years). Z;ire RecentEconorric Developments.

I:
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obligations to the government during ilie period 1975 10 1982. The worst yClU1'
WWl 1982, when tho share of aECAMINES' laX paymenLS (Including UlXcs on
wages and salaries and on profits) in total government revenue was only 6
percent. This contrasts 10 a high of SO percent reached In 1974, the yw before
copper prices plunged.

Asecond source ofweakness was the poorInternal managementofaBeAMI
NBS and SOZACOM (ilie marketing parastalal) as well as the deterioration of
relations between the two enterprises. The division of responsibilities between
OECAMINES and SOZACOM was such that aECAMlNES had little control
over its sales and recoipts and was not involved in devising marketing strategies
or arranging sales of its products. Leakage of foreign exclulnge, particularly at
the marketing end, was aserious problem: in particular, there were substantial
sales, later designated as "uncompensated sales" for which OECAMINES was
not reimbursed. Finally, the 80vernment had imposed, without adequate eco
nomic justification, a numberofnonmlning activitios on GECAMINES includ
ing management of a maize flour mill and oilier agricultural activities in Shaba
province.

GECAMINES Since 1983
111e importanceofGECAMlNBS to the zairian economy,and theseriousness

of the problems just described, made rehabilitation of the company asignificant
component of the refonn package adopted in tile early 1980s. A new fISCal
regime for GBeAMINES, based on recommendations of a World Bank/IMF
report, was instituted in September 1983 wiili ilie aim of balarl\ii. !h~ c:om
pany's requirement of financial viability with the Treasury's need for apredict
able flow of revenue. Under the new rules, an export tax of7percent is applied
to exports and is creditable against the profits tax, and a surtax is deducted from
profits when ilie London copperprice exceeds a threshold level. In this way, the
tax burden has been made more responsive to price-related fluctuations in
Gecamine's fortunes. At the same time, the government authorized the revalu
ation of the company's assets I)n the basis ofcurrent full replacement c:ost, with
the result that net fIXed assets ofGECAMINES rose to US$ 1.1 billion in 1983.
compared to less than US$ 300 million in 1981 (World Bank 1985).

Efforts to improve the institutional relatlionship between GECAMINES and
SOZACOM had begun in 1982, with a new madceting agreement designed to

enhance the role ofGECAMINES in sales and marketing. The relationship with
the Belgian fmn Soci616 G6n6ra1e Group (SGM), which was respansible for
refining and prefmancing sales ofGECAMINES' products, Ws.l8 also renegoti
ated, resulting in areduction ofcoPJ)errefining atSOM facilities and a reduction
in marketing costs. The efforts to reform the GECAMiNES-SOZACOM rela-
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tionship, however, were soon revealed to be inadequate, and the government
took stronger measures. In 1984, SOZACOM was dissolved, and both GBo
CAMINES and SOZACOM were replaced with a single structure consisting of
a holding company, GECAMINES Holding, and three subsidiaries: GECAM!
NBS Exploitation, in charge of the mining activities, fonnerly under the old
GECAMINES' responsibility; GECAMINES Commercial, in charge of the
marketing activities which were fonnerly carried out by SOZACOM; and
GECAMINES Development, in charge of all other activities fonnerly assumed
by the old GECAMINES. The measures were designed to ensure greater
transparency as well as efficiency in opemtions of the mining complex. Wit.h
thecreation ofGECAMINES Development, nomnining activities wereremoved
from the responsibility of the mining organizai.ion. More recently, in 1987
GECAMINES took over from a Japanese company the management of So
dimiza, which had formerly produced 5 percent ofZaire's copper output. As a
resultofthis change, GECAMINES is now responsible for all copperproduction
in the country.

Among the macroeconomic polices adopted as part of the stabilization meas
ures in 1983, the exchange rate devaluation had a strong positive effect on
Gecarnine's cashposition in local currency. Thecombinedeffectofdevaluation,
the tax changes, and asset revaluation enabled GECAMINES to register profits
in 1984 and 1985 after incurring losses in 1983, and made it easier for the
company to meet its tax obligations. Largely on account of the devaluation in
that year, GECAMINES' contributions to total government revenue rose three
fold to 19 percent in 1983, and was the same or higher in 1984 and 1985.
GECAMINES also benefitted in 1984 from an increase in world demand for
cobalt, although copper prices continued to stagnate.

With its fmancial position strengthened, GECAMINES launched a US$ 870
million (1985 dollID's) five-year invesbnent program in 1984. Multilateral
agencies such as the World Bank and the Mrican Development Bank, encour
aged by the refonns, provided substantial backing for the plan. Nearly 60
percent ofpl,mned expenditures were allocated to replacementofaging machin
ery and equipment in an effort to reverse the decapitalization of the previous
period. The plan was subsequently extended to cover the period 1986 to 1990.

Since the initial improvement generated by the refonns, GECA''lINES'
position, unavoidably, has been tied to the prices of its exports. With falling
copper and cobalt prices in 1986, the company once again incurred los~s (of
Zaires 2.6 billion), although it was able to partially offset the impact of lower
prices by increasing sales volumes, particularly of cobalt. The fall in the dollar
in 1986 contributed to the losses, since export receipts were in dollars but
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imported inputs were for the most part in stronger currencies. GECAMINES
was returned to the black in 1987 as copper prices rose from 62 to 81 cents per
pound. Production ofcopper stagnated, however, reflecting the emphasis of the
investment progmm on reinvestment and increasing efficiency rather than
raising capacity. Copper prices rose substantially in 1988 and 1989, reflecting
the higher international demand, before sliding back to their 1987 level in 1990.
During the two years when copper prices were booming, however, GECAMI
NES' output did not respond to the increased world demand. In fact, copper
production, which had consistently hovered around 470,000 tons during the
period 1983 to 1987, fell to 440,000 and 425,000 tons, respectively, in 1988 and
1989. Production dropped sharply to 340,000 tons in 1990 and was projected
to drop even further in 1991 (about 280,000).24 In addition to all the problems
describedabove, the latestdecline in output is related to thecessationofactivities
due to the collapse of the Kamoto mine and the accelel'?don of labor unresL

Clearly, GECAMINES' has perfonned very poorly at best since 1989. Pr0
duction costs continue to rise - average production costs have escalated from
35 billion Belgian francs to about 45 billion or approximately US$ 1.12 billion
to US$ 1.5 billion. Investments that were planned to rehabilitate production
equipment have not been carriedout, and the state continues to take an excessive
share of Gecamine's export earnings.

EXTERNAL DEBT

Debt Situation Prior to 1983
zaire's external debt problems can be traced back to the early 1970s, near the

end of the country's period of rapid economic growth. Taking advantage of a
favomble credit rating, the government began borrowing heavily in 1973/1974,
mostly from commercial sources. :B"'temal public debt (outstanding and dis
bursed), which was merely US$ 311 million in 1970, increased to US$ 904
million in 1973 and US$ 1,343 million in 1974 and continued to mount through
the end of the decade (Table 15). The rise in the level of commitments soon led
to a situation in which Zaire was unable to meet its debt service obligations.
Contributing to the debt crisis were the following factors: (1) the dramatic
deterioration in the tenns oftradeand Zaire's economicdecline; (2) the structure
of the debt; and (3) the generally unproductive allocation of borrowed funds.

24 LaLibre BelgiqlltJ.May 6,1991, p. 2.

-.-
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The downswingofthezairian economy beginning in 1975 has been described
earlier. The sudden fall in the volume and price ofcopperexports- manifested
in a 38 percent fall in the tenns of trade in 1975 - occurred at a time when
external debt service obligations were mounting rapidly, and made it doubly
difficult for zaire to meet its commitments. Debt service obligations had risen
not just because of the sharply increased level of total commitments, but also
because most of this borrowing was from commercial sources (for example,
about 70 percent ofnew commitments in 1973/1974) on relatively harsh tenns.
The avemge tenns of new external public and publicly guaranteed debt from
1970 to 1989 are shown in Table 16. Over the period 1970 to 1976. the avemge
interest mte on zaire's external public debt was 6.9 percent, with a maturity of
15 years and a gmce period of4.4 years. These tenns were considembly harder
than those facing other low income less developed cauntries (LDCs) during the
same period: for this group, the avemge interest rate was 2.6 percent, maturity
was 31 years, and the grace period was 7.8 years. The grant element for the
group was almost60percent, about three times that forZaire (WorldBank 1979).

The relatively hard terms, combined with high ItweIs of new borrowing,
resulted in a dmmatic surge in debt service obligations. Scheduled debt service
in 1977 was US$ 375 million - greater than total external debt of six years
earlier-andwas equal to30percentofexporteamings,compared to 8.4percent
in 1973. In the deteriorating economic climate after mid-1975, these amounts
proved beyond the government's ability to pay. Zaire actually paid only 43
percent of its obligations in the period 1975 to 1977. By the end of 1977,
cumulative debt servicepayments inarrears totaled US$ 378 million, 85 percent
of which was due to private lenders.

Faced with growing difficulties in meeting its external commitments, begin
ning in 1976 thegovernmententered into a series ofarmngements to consolidate
and reschedule its debt with the Paris Club of aECD country creditors and the
London Gub ofprivatebankcreditors. Theseagreements followed the adoption
of stabilization programs supported by IMP Standby Arrangements, which
trnditionally function as assumnce that the debtor countty is taking adequate
steps to enable it to repay its debt. Three Standbys (and one Extended Fund
Facility) were negotiated through 1982.

Reflecting the collapse of new lending from private sources after 1978,
external debt leveled off in the period 1979 to 1982. However, the economic
situation remained poorand Zaire continued to experience difficulty meeting its
debt service obligations. Export receipts in 1981/1982 avemged US$ 1,757
billion as compared to US$ 2,160 billion in 1979/1980, and by the end of 1982,
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Table 15 - External Public and Publicly Guaranteed Long-Term Debt OUtstanding and Disbursed I::
1970 1971 1972 1973 1974 1975 1976 1977 1978 1979

US$ Mllons
Official aealtora 221 111 147 174 311 518 962 1,225 - 1.589 1,994

Multilateral 6 9 30 49 59 78 116 193 261 281
IDA 1 3 8 16 26 38 55 87 113 139
IBRD 5 3 2 1 0 12 32 56 75 70

BiIaleraJ 216 102 117 125 251 440 846 1.033 1.329 1.713
Privat. c:reditora 90 253 426 729 1,032 1.201 1.403 1.750 2.062 2,142

Suppliers 84 160 223 293 SS2 407 402 510 579 585
FInancIal m8lkets 6 93 203 436 650 794 1.001 1.240 1,483 1.557

Total debt outs1anding 311 364 573 904 1,343 1.718 2,365 2.975 3.652 4.136

Prlncip&J and intentst payment
Aa percent of exports

Long-term debt 4.4 5.3 8.7 9.1 11.9 14.4 7.4 8.9 7.4 9.3
Tolalde~ 4.4 5.3 8.7 9.1 11.9 14.4 9.6 9.4 8.0 11.5

Aa percent of government
current erdilunt
Tola/deb - 6.1 9.5 12.5 18.1 13.7 10.4 10.2 12.6 17.7

Debt sa percent of GNP 9.1 9.4 13.4 16.6 20.6 25.0 35.6 34.5 33.9 39.2



Table 15 - continued •1980 1981 1982 1983 1984 1985 1986 1987 1988 1989

US$ MUons

Official aeditorll 2,595 2,756 2,722 3,299 3,307 4,018 4,973 6,313 6,313 5,689
Mulblateral 333 336 388 450 476 608 790 1,182 1,349 1,511

IDA 176 214 255 302 372 471 738 837 965 965
IBRD 87 80 73 65 44 46 46 50 37 29

Bilateral 2,262 3,420 2,333 2,850 2,831 3,410 4,183 5,131 4,964 4,178
Private aecfrtonl 1,567 1,357 1,260 962 825 755 757 732 700 283

Suppiera 342 268 263 189 152 124 147 153 140 79
FINUlCieI rnerbta 1,225 1,088 997 713 673 631 609 579 560 204

Total debt outatandlng 4,161 4,113 3,982 4,261 4,132 4,713 5,729 7,045 7,013 5,973

Principel and intarsal payment
M percent of exports

Long-lann debt 16.5 11.4 ;·.6 9.8 14.6 15.8 11.3 9.0 6.9
Tot81deb~ 22.5 21.9 13.2 13.7 20.8 25.7 22.0 22.7 15.9

M percent of go....rnment
c:unjN1t ;:r'"diture
Total de 40.4 37.9 15.5 59.8

Debt 88 percent of GNP 41.5 46.3 45.8 58.0 101.6 120.4 111.14 137.2 118.0
Source: World Bank. World Debt Tables.
a Includes payments to IMFand on short-term debt.
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Table 16 - Average Terms of New Commitments, External Public and Publicly Guaranteed Long-Tenn Debt I~

1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1996 1987 1988 1989
All creditors

Interest (percent) 6.5 6.2 6.3 7.0 8.0 6.5 5.8 3.7 4.7 6.5 5.0 6.2 2.6 2.0 3.9 2.8 5.5 1.5 4.1
Maturity (years) 12.5 16.2 12.8 13.5 12.8 17.3 17.7 22.1 20.3 20.0 22.8 20.9 35.7 38.5 35.9 37.9 25.5 42.6 28.0
Gr8ce period (years) 3.6 4.4 3.7 4.0 4.7 4.7 5.1 4.7 4.5 6.3 6.4 5.6 7.1 9.3 7.9 8.5 5.9 9.7 7.9
Grant element 18.3 23.9 19.3 18.5 11.4 22.0 26.8 40.9 35.5 25.9 40.0 26.6 61.0 69.0 51.2 61.5 30.5 73.5 47.3

(percent)

Official c:redItOl'8
Interest (percent) 2.6 4.0 3.4 0.7 6.6 5.9 4.5 2.7 3.5 4.4 2.8 5.7 1.9 1.8 3.9 2.4 4.9 1.5 3.6
Maturity (yefR) 32.6 28.5 30.7 27.7 16.4 22.8 23.8 29.6 24.8 30.5 28.7 27.2 39.7 39.5 35.9 40.1 27.5 42.6 ~.7

Gnace period (yeara) 8.5 6.8 7.7 9.6 6.8 5.6 6.6 6.3 5.1 9.1 8.6 7.4 8.4 9.5 7.9 8.8 6.2 9.7 8.3
Grant element 59.8 46.1 51.7 73.3 21.6 29.8 40.1 53.1 45.8 45.9 57.2 35.5 69.1 71.1 51.2 65.7 35.1 73.5 51.3

(percent)

Privat8 c:reditora
Interest (percent) 6.9 7.6 7.2 8.4 8.8 7.3 7.5 4.8 7.4 8.7 10.1 7.3 7.6 7.0 - 8.5 10.4 - 8.8
Maturity (ye8l'8) 10.1 8.1 7.3 10.3 10.5 10.1 10.0 13.0 9.2 8.7 9.3 8.4 9.6 14.6 - 8.9 11.6 - 10.0
Grace period (years) 3.0 2.7 2.5 2.8 3.3 3.6 3.3 2.7 3.1 3.2 1.6 1.9 -1.6 5.0 - 4.0 3.8 - 3.5
Grant element 13.3 9.2 9.4 6.3 4.9 11.8 10.2 26.1 10.1 4.4 0.8 9.0 8.0 17.1 - 6.6 -1.8 - 4.5

(pen:ent)
Soun:e: World Bank, World Doot Tables.
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external arrears had climbed to US$ 938 million. Zaire was now considered to
be one of the worst credit risks among nations.

The third factor exacerbating the debt problem was the tendency to use the
funds unproductively, that is, in ways which did not result in expanded output
and income from which repayment could be made. Only about 16 percentof the
loan commitments between 1970 to 1977 were borrowed directly for productive
sectors, and of this amount, most funds went to investments ofdubious economic
justification: almost 44 percent to expand mining production (thereby increas
ing the vulnerability of the economy to fluctuations in the international demand
for copper) and asimilar fraction to import-competing industries such as mining
and steel production. A mere 13 percent of productive sector investment was
directed to agriculture, the sector which directly or indirectly was the source of
the incomes of the majority ofthe population. Fully 60 percentofthe borrowing
was for infrastructural investment for which the gestation periods were long and
the ultimate returns uncertain. The time required to realize returns on these
investments was particularly problematic because more than two thirds of this
borrowing came from private sources for which grace periods were short. In
sum, the relatively unproductive (from an economic point ofview) allocation of
fmancing, as well as its sizeand composition, guaranteed that Zaire would have
trouble repaying its external debt.

Developments Since 1983
In support of the massive 1983 devaluation and other refonns, a new

SDR#228 million Standby arrangement was negotiated with the IMP. This was
followed by a Paris Club agreement to reschedule 1983 and 1984 maturities
estimated at US$ 1,000 million over 11 years with a 5 year gmce period. Since
then, the pattern ofIMP agreements followed by debt relief has continued on an
almost annual basis: further Paris Club rescheduling were arranged in 1985,
1986, 1987, and 1989. Several informal rescheduling arrangements with the
London Club ofprivate creditors have also been negotiated. '

zaire's continued weak external position has necessitated these frequent
rescheduling. Given the er.ternal situation, debt service commitments without
relief would have been very difficult to sustain. The IMP estimates that sched
uled payments on external debt (including Fund repurchases and charges) rose
from 38 to 59 percent ofexports ofgoods and services betwren 1983 and 1987.
Scheduled interest payments rose 13 fold in this period, amounting in 1987 to
S4 percentofcentral government revenue, and taking thelaIgestshare ofcurrent
expenditure. Even after rescheduling, the debt service burden remained heavy.
Actual debt service paid in 1987, including payments to the IMP and on
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short-tenn debts (Table 15), represented 23 percent of export receipts while
interest amounted to 16 percent of government revenues.

The increase in scheduled debt service in the figures cited auove points to a
significant dmwback of debt relief: reduction in current payments is achieved
at the cost ofadding to the future burden. The Paris Club rescheduling of 1983,
for example, added approximately US$ 1.2 billion to debt service due in the
following six years; this figure reflects both the size of the rescheduling :md ts'1e
high interestmtes prevailing at the time (World Bank 1985). The increase in the
level of debt through the recapitalization of principal and interest has also been
dmrnatic. According to World Bank figures, long-term outstanding debt in
creased from US$ 4.2 billion to US$ 7.0 billion between 1983 to 1988, an
increase of 67 percent (Table 15). The debt to GOP ratio has been over 100
percent every yearsince 1984, following a huge jump in the ratio in the wake of
devaluation.

The government has borrowed relatively little since the beginning of the
reform period. Commercial banks and other private sources have exr,ended
virtually no credit in the last six years. Although this is in accordance with
conditions attached to agreements with the IMP putting ceiling~ on government
borrowing from private sources on nonconcessional terms and prohibiting new
short-tenn external borrowing, bilateral lenders also have not provided much
new capital, in spite of Zaire's reform efforts. Instead, the greater part of the
modestborrowing that hasoccurredhas been in the form ofstructural adjusunent
loans and development assistance from multilateral institutions. Borrowing
from these sources was low through 1986, but got a boost in 1987 as zaire
resumed its adjusunentefforts. Gross disbursements from multilateral creditors
jumped from SOR 146 million in 1986 to SOR 241 million in 1987, reflecting
a doubling, to SOR 171 million, in World Bank disbursements on lOA tenns,
of which SOR 114 million represents structural adjustment lending in support
ofthe government's renewedadjusunentprogram. Oftile latter, SOR67 million
was disbursed underan Industrial Structurnl AdjustmentCredit (lSAC)andSOR
46million was disbursed under the fll'St tranche ofastructuml AdjustmentLoan
(SAL). Oisbursements from multilateral sources in 1988 and 1989 were slightly
below 1987 levels but still higher than in earlier years.

Reflecting these trends, the composition ofZaire's external debthas changed.
Long-term public external debt owed to private CreditoIS fell from US$ 1,567
million in 1980 to US$ 700 million in 1988, or from 38 percent to 10 percent of
total debt outstanding. The low interest rate, long maturity, and high gmnt
element of new debt over the pastdecade as compared to the 19708 (Table 16)
reflects the preponderance of official lending on concessional terms and indi-
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cates that recent borrowing will not add severely 10 the debt service burden in
the near future.

The heavy burden ofservicing the external debt, even with rescheduling, has
been a source of increasing concern on the part of the zairian authorities. The
government fuUy met its revised commitments in 1984 and 1985, but inlate 1986
and again in 1988 theGov~mment temporarily suspended debt servicepayments
10 some of its private and official creditors. Despite these problems, the pattern
of IMP Standbys and rescheduling has continued, as described earlier.

In view of the difficulties zaire has experienced in meeting debt service
obligations and the high level ofexternal debt, it is reasonable to be skeptical of
the prospects for ending the almost yearly cycle of negotiations to reschedule
the debt. The World Bank projects total debtsl:rvice on existing long-tenn
public external debt (assuming no relief) of US::; 982 billion in 1990 declining
10 US$ 824 billion in 1994. Export receipts in 1988 totaled about US$ 2,392
billion. Figured roughly, then. the prospect is for scheduled debt service on
long-term debt to claim over one-third of annual c"<port receipts unless there is
amajor upsurge in exportearnings. This is substantially higher the fracti:on than
the government has managed 10 pay in recent years for IOtal,letalone long-term,
debt (e.g., 16 percent in 1988). Thus, future debt rescherluling, perhnpCl aug
mented by increased commitments of concessional external resources, appear
all but inevitable.

There is also thequestion ofhow thedebt situation affects the poor. Servicing
of external debt can directly impact the poor through a squeeze on other fonns
ofgovernmentspending such as wages and salaries, subsidies, and purchases of
goods and services. IMP data for the fast period ofadjustment (1983 10 1986)
indeed reveal a dramatic rise in the share of interest paid on foreign debt. The
share, which averaged slightly less than 10 percent from 1981 to 1983, was on
average about 30 percent in 1983 to 1986. This not only reflects sharply rising
interest payments but also government efforts 10 hold down IOtaI spending.
These two factors made it inevitable that otherexpenditures wouldbe squeezed,
particularly given the relative flexibility of this spending as compared with lite
government's (rescheduled) interest commitments. The biggest cut was in
personnel, as nominal wage increases were curtailed during this peri~,leading
to a plummeting ofreal wages ofgovernmentworkers (see Chapter6). Almost
all noninterest categories ofspending fell as a percentage of total expendituie,
however, notably transfers andsubsidies, investment,and (looking byfunctional
category) services such as health and edueation25

• Since 1986, the share of
interest has fallen as interest payments have leveled offand as the government
has 1aIgely abandoned itscommitment to fIScal restraint The data for the years



98

1984 to 1986, however, do give the impression that under conditions of relative
fIScal austerity numerous fonns of spending that may have benefitted the poor
had to give way to pennit servicing.

2S Sec 018pter 6 for a discuJlion oflhese service•• Reductions in subsidies to 01ller govemment
agencies may indirectly hurt the poor if they lead to cunailment of, or increases in fees for, selVil:C.
used by 1110 poor.



6. Charalcteristics of The Poor

zaire's estimated per capita inc:ome ofUS$ ISO (1988)26 is low not only by
comparison with the developing world but relative to other sub-Saharan coun
tries as well (Table 17). Althounh accounting for unrecorded activity would
raise the absolute level of income: by some unknown factor. it is unlikely that
zaire's position near the bottom of the income ranking would be much altered
(Tabatabai 1990). It cannot be doubted that poverty is an extremely serious
problem in Zaire. Jt is crucftal, th(~refore, to understand how economic policies
affect the poor.

The point of departure for such an understanding is to identify the poor and
to delineate their relationship to the economy. The urban poor interact with the
economy as consumers (of food }primarily. but also of services such as health
and education) andas suppliers oflabor. In roral areas, most of the poor areboth
consumers and producers (offood and export crops). Unfortunately, the data on
poverty in Zaire are generally weak, particularly for rural areas. However,
poverty profIles of Kinshasa and the Bandundu region are being undertaken as
part of Cornell's Africa Economic Policy Project. These studies will be used to
identifyand describe the vulnerable groups in the economy and, when integrated
in a larger modelling process, will pennitan understanding of the links between
macro economic policy and poverty. For now. an attempt will be made in this
section to describe the characteristics of the poor based on studies done to date,
and to assess in broad tenns how the poor have been affected by adjustment.
Several different indicators of poverty will be discussed: incomes, food con
sumption, nutrition and health, and access to social services. Aseparate discus
sion focuses on the role of women in the economy and its interrelation with

26 The ~iscd national aCCXlWlt figure suggests that the actual per capita GDP hovered around
USS 250 in 1989.
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Table 17 - Socioeconomic and Human Welfare Indicators

Indicator Year Zaire
Sub

Saharan
AfrIca

All
DevelopIng
Countrfes

79
41

121
79

650
2339

62
60
71
50
55

440
2024

51
48
59
38
37

74
24

183
110

1/36.000b

1/4,500

52
21

138
83

150
2151

53
62
79
45
33

1/15,000

117,000

1988
1987
1987
1985
1985
1985
1985·87

1985·87
1985·87
1988
1988
1988

1988

GNP/capita (USS)
Food aVallablllty (kcala/caplla/day)
Life expectancy at birth (years)
Adult Literacy Rate (15+)

Male
Female

Percent of population with
access to potable water

Urban
Rural

Under-S mortality rate (per 1,000)
Infant mortality rate (per 1,000)
Doctors/capita

Paramedics/capita

Incidence of poverty (percent)
Rural 19n-87 &)0 61 35

Sources: UNDP, Human DevelopmentReport, cited In Tabatabal (1990), except
Food aVailability: World Bank, SocIal Indicators ofDeVelopment 1987,
cited In World Bank 1998a; and doctors and paramedcs fJ8r capita:
World Bank 1988b.

a 1985average.
b Burundi, Rwanda, and Uganda only.
c 1975estimate.

problems ofpoverty. Throughout, adistinction is made between the wban poor I
and the rural poor. Given the overall scarcity of data on these indicators, the
descriptions are necessarily sketchy and the conclusions drawn from them
somewhat general and speculative.

EMPLOYMENT AND INCOMES
Urban Are88

The urban population ofZaire comprises 39 percent of the total population,
the second highest ratio among low-income Mrican countries. Kinshasa is one
of the largest cities in sub-Saharan Africa, with a population of 3.3 million, 10
times its preindependence size. With such a pronounced urban demographic
explosion, urban poverty is considered to be a particularly s'; :ious problem in
Zaire.

Household survey data from Kinshasa, the most recent of which are from
1986, provide the best indication of the sources ofemployment and incomes of
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Table 18 - Average Sources of Household Income, Kinshasa, 1986
Source Percent of Tolallncome
Self-employment 36
VVagea 29
Undeclared earnings 23
Gifts In klnd 12
Total 100
Source: Houyoux (1986).

urban households in Zaire. The breakdown ofincome sources for 1986 is shown
in Table 18. First and most strikingly, earnings from self-employment are on
average the most important source of household income, accounting for over a
thirdofthe total. Wages make up on avemgeonly about 30percentofhousehold
incomes. Another 23 percent ofincome is undeclared and presumably includes
revenues from illicit orillegalactivities in thepamllel economy. The importance
ofthe informal sectoras a source of urban household incomes is clear from these
household level data and is reflected as well in surveys conducted by the
International Labor Office in Kinshasa and Lubumbashi. The infonnal sector
in Kinshasa in 1984 was found to employ about 140,000 people, more than the
number in the fonnal sector.'Z1 Data for the parallel economy are lacking, but as
noted in Chapter 2, general observation suggests a significantscale here as well.

The breakdown of income sources in the 1986 household survey is not
surprising in light ofrecentdevelopments in mezairian economy. The infonnal
sector has expanded as urban population growth has surg,~ ahead of the growth
ofjobs in the formal sector. Moreover, even households in which the head holds..
ajob in the modem sector have in recent years turned to the informal sector to
supplement their livelihoods. The reasoll lor this can be seen clearly from time
series on fonnal sector wages and inflation. As shown in Figure 5, there were
dramatic declines in real wages for both government and private sector workers
from the levels of the early 1970s as norr.i..la1 wage increases lagged far behind
price increases for food and other commodities. Public employees, however,

27 The IPProprialC aileri. by whidl to distinguish between formalll1d infonnalsClllDll1w loog
been debated in development research. The fonnal is usually oJfmed ID include the public sector
and large private fums using modem or imported technology and • stnlCtured workfOlU, while the
wonnal lector includes .U self-employment u well U WISe wployment in nlll entClprilel in
which older ledmiques Ire used, the number of WOrkell is small, and the world'on:e is leu rigidly
oraani:md <see Mazumdl1' 1989). This is essentially the definition usedby the n..o studies in which
infoana! lector enteIprises ani defined u those using infonnal methods of opel'llion and having
under 10 employees.
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FI~ure 5 - Real Wages In the Public and Private Sectors,
1974·1989
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who constitute almost a third of the work force, have fared much worse than
their private sector counterparts. Real public sector wages in 1988 were about
aquarteroftheir 1975 levels, while private sector wages were 80percentof 1975
levels in 1988 and almost four times the avemge public sector wage.

These levels of remunemtion - particularly in the public sector, but also in
the private sector in some cases - are so low as to be well below levels needed
to meeta family's basic needs. Itappears that workers in the formal wage sector
have reacted by turning to second Wid even third jobs in the urban informal
sector, and to activity in the parallel or underground economy, to supplement
family incomes. This pattern haC! undoubtedly contributed to the expansion of
the informal and parallel economies in n~cent years.28

With regard to the effects of adjustment on urban incomes, government
employees seem to have been hit especially hard by adjustment. Reflecting in
part the terms of agreements made with the IMP, nominal wages paid by the
government were raised only twice between 1982 and 1986. These increases
were far below that necessary to keep up with the increase in consumer prices,
which rose 387 percent during this period. Consequently, real public sector
wages dipped sharply, and in 1983 and 1984 were barely 15percentoftheir 1975
levels. More recently, as shown in Figure S, there has been a modest rebound
ofboth government and private sector real wages.

Gini coefficients have been constructed from household expenditures' as
reported in the 1986 SUivey and an earlier survey done in 1969. The coefficients
- 0.482 for 1969 and 0.490 for 1986-suggest that income distribution among
households in Kinshasa is modemtely unequal Md has become more unr-Qual,
though only slightly.29 The tendency of well-off households in Zaire to incor
pomte less affluent members of the extended family needs to be considered in
the evaluation ofthe welfare effects of adjustinent, since this process may act to
shield vulnemble individuals from the effects of cnemployment or falling real
wages. The trend toward extended families may also serve to lessen inequality
among individuals in Kinshasa.

Rural Areas
Most of Zaire's 3 to 4 million small farm households, comprising some 10

million of zaire's active population of 16 million, produce food crops for their
own consumption. In addition to marlceted food surpluses, coffee and cotton

28 At the lame time, it implies that the downward trend in real wages, particularly in the public
lector, gives an incomplete-that ii, cxaggcrated-picture of the decline in incomes and welfare.
29 Reported in Nathan (1989), bued on an analylis by the World Bank.

-
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production are sources of cash income for about one million and 250,000 farm
households, respectively. An unknown number of rural inhabitants work for
wages on modem estates.30

The scarce:lata that are available on ruml incomes do not pennit time-series
comparisons with urban incomes. However, the gap between urban and ruml
incomes is significanL A1989estimateofrural percapita income, from asurvey
of Bandundu fann households, is US$ 63 (including cash and cash-eq'dvalent
income), less than half the national averageand among the lowest in sub-Saharan
Mrica (Robert R. Nathan Associates 1989). The incidence of poverty in rural
areas is undoubtedly very high, but thereare norecentestimates (a 1975 estimate,
reported in Table 17, was 80 percent). Note, however, that with mur" ')r all of
their incomes and consumption derived from their own production, bUJsistence
and semisubsistence fann households were insulated to agreater extent than the
urban poor from the effects of the country's economic deterioration.

Rural poverty cannot in general be ascribed to lack of access to land, which
in most regions is in plentiful supply.31 A few areas with high population
densities, notably in Bas-Zaire and Kivu, do exhibit problems of land scarcity
and insecurity of land tenure (World Bank 1998a). The majorconstraints on the
incomes of sma:! fanners, however, are low productivity - reflecting weak
nesses in agricultural research and extension, input use, and credit provision 
and poor access to markets for selling surpluses.32

Within rural areas, there is some evidence of significant inter- and intm-re
giona! inequality. This has been demonstrated, for example, for individual
subregions within Bandundu (Robert R. Nathan Associates 1989). Differences
in land availability reflecting differences in population densities explain some
instances of ir.~uality within regions,33 but the most important factors are
probably differences in soil quality, input use, and access to markets.

The effect of the refono measures applied to agriculture since 1982 on
incomes ofproducers was discussed in Chapter 5. The conclusion drawn was
that most traditional fanners did not benefit greatly, either because the reforms
were notenforcedby localauthorities, orbecause oftransport-relatedconstraints

30 Sec the description of the agricultural sector in Chapter 2for more details.
31 For elUll1lple, in the 1988/89 BandlD1du and Shaba rural surveys, 8S percent of the farm
households interviewed indicated they had sufficient land to expand area cultivated of m~or ClOpe

(Nathan 1989).
32 Sec a18~r s.
33 As in the ccmparilon of inccmes of densely populated Kongolo and less populaled NYID1ZlJ,
two areas involved in the North Shaha project (Sines et aI. 1987).
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to marketing of surpluses. Obviously, fanners must produce a surplus and be
able to market it if they are to gain from liberalization. Pure subsistence
producers may have been insulated from the country's overall economic down
turn, as noted above, but by the same token they would not have benefitted from
subsequent reforms.

CONSUMPTION EXPENDITURES34

Comparison of the 1969 and 1986 Kinshasa household surveys undertaken
by Houyoux (1973, 1986) cannot identify the effects of specific policies
(whether related to adjustment or not) ~n urban household food and other
expenditures but do permit some observations of how cor '~umption, most
importantly of food, has responded to broader changes in zaire's economic
situation.3s The comparison indicates, in accordance with the foregoing descrip
tion of zaire's economic problems as well as general observation, a fall in the
welfare of the urban population.

Table 19 presents some househnld averages from the two samples. As
indicated, despite an extraordinary increase in theconsumerprice index between
1969 and 1986, household expenditures have on average kept up with inflation.
In per capita terms, on the other hand, and reflecting the increase in average
hou'lehold size, real expenditures were some 20 percent lower in 1986 than in
1969. Food consumption per capita also fell, from 16.7 kilograms to 15.0
kilograms, or about 10 percent. The value of this comparison is limited,
however, since simply comparing on the basis ofweightdoes not reveal whether
there have been changes in nutrient intake due to changes in the composition of
the diet; indicators of nutrient intake are discussed below. The basic structure
ofhouseholdexpendituresappears, like the level ofreal householdexpenditures,
not to have changed significantly between 1969 and 1986. Curiously, the
average share of food in the budget has not risen, as might be expected if
household per capita expenditure has fallen,36 hut instead registered a slight
decrease, from 67 to 61 percent (Table 19). It has been suggested that the

34 This section deals with wban areas (Actually Kinshasa) only. Very Iiule is known about
Cllpenditurcs and food consumption of rura1 boweholds, other than that food requirements arc
generally met through own production rather than purchues.
3S It should be emPtuized differences in sampling technique a.,d .ample .ize makc. the
comparison of JeSuits from thc 1969 and 1986 surveys somewhat hazardous. The flOtswvey used
a stratified randcm sample of 1,471 hI' .leholds, whereas the 1986 slUVcy used a much more simple
quota sampling technique and CXlvered only 20S household••
36 Thc well-known "Engel'. Law" asceltS that decline. in household welfare arc associated with
increues in thc share ofhowehold clqlenditllres allocated to food.
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Table 19 _. Kinshasa: Evolution of Consumption Expendituresa,
1969,1986

I

67.4 62.1
14.9 15.8

7.3 4.7
10.4 17.4
100 100

1,417 205
5.9 7.3

Average expendlturelhousehold (Current Z)

Average expendlturelhousehold (1969=100)
Conlumer price Index
Real average expendlturelhousehold (1969=100)
Real average expenditure/capita (1969=100)
Per capita conllumptlon 01 food (kg)

(ex. alcoholic and nonalcoholic drinks)
Distribution of consumption expenditure

(percent share)
Food
Housing
Clothing
Miscellaneous
Total

Number of sample households
Average houeehold size (number of members)
Sourcss:Houyoux (1987), Tabatabal (1990).
a Refers to January.June.
b Refers to May.

1969

31.42
100
100
100
100

16.671

1986

8,663
27,253

27,701b

98
80

15.048

increased inequality in household expenditure noted above. which implies a
greater share of income in the hands of better-off households. may account for
the fall in the food share even as per capita income appears to have fallen
(Tabatabai 1990),37

In sum, the results suggest that real incomes per capita fell, at least in
Kinshasa, between 1969 and 1986. Together with a slight increase in the
inequality in the distribution of household expenditures. this implies that the
incidence of poverty increased (Tabatabai 1990). Casual observation in Kin
shasa and other urban areas not only confmns that the standard of living has
fallen in recent years, butgives the impression that the survey comparisons may
underestimate the extent to which this has OCCUlTed. For example, in Kinshasa

37 The Houyoux studies also break down the sample into six levels bued on hOUiehold
expenditures and calculate avel8ge expendilUJel and IhareS for each level. For all levels but CIle, the
food Ihare feU slightly between 1969 and 1986. SuchcomparilollS overtimearedifficult to intlllpl'llt,
bowllvllr. since Illvllls are specifilld 00 lhll basis of ovenll household rather than per capita
expenditures.
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it is common to hear of families reduced to eating one meal a day or even less,
which suggests a mOle dramatic fall in food consumption than the ten percent
indicated above. This could mean that the 1969 to 1986 survey comparisons are
inaccurate, or that the economic situation has deteriomted even further in the
years since the last survey.38

NUTRITION AND HEALTH
In spite ofZaire's extremely low percapita income, various health indicators

for thepopulationarecompamble oreven superior to those for othersub-Saharan
countries. Nll!1ltiOnal status can be assessed by measuring nutrient intake or
through anthmpometric indicators.39 Aggregate statistics indicate that daily per
capita calorie intake has been relatively stable, changing from 2,188 in 1965,
2,302 in 1973, and 2,J51 in 1987. The 1987 figure is slightly above the
sub-Saharan avemge for 1985 of 2,024 (Table 17). In Kinshasa, Houyoux
estimates thaton averageonly about two-thirds ofdaily requirementsofcalories,
proteins, and phosphates are being met in Kinshasa, less than was the case in
1969 and 1975 (Houyoux 1986). This accords with a study based on a 1981
survey ofKinshasa indicating that the majority ofthe population had insufficient
income to purchase low-cost nutritionally adequate diets (Makunu et al. 1984).
These results, however, particularly those of Houyoux, may overstate the nutri
ent shortfall in Kinshasa.4o On the other hand, there may be considemble
variation in nutritional intake within Kinshasa so that some vulnerable groups
may be especially at risk of malnutrition.

Anthropometric indicators ofmalnutrition; such as weight-far-age have been
collected in both roml and urban areas, and suggest that rural ~aJnutrition in
particular is a serious problem. ArecentWorld Bank study (World Bank 1988b)
notes that some 25 percent ofyoung children are thought to be malnourished in
the country ovemll, but suggests on the basis of results of various individual
surveys that the mte may be higher. Within rural areas, there seems to be

38 It should be noted lhat the foCl1l on changes in n:a1 household expenditures docs not in any
cue yield a ccmplete picture of changes in welfare. As descnbed above, many households have
auempted to maintain their purchasing power by turning 10 the informsl and parallel economies 10
supplement their incomes. If this implies a reduction in leisure time (particularly by wives in this
cue), welfare could fall even if income or purchasing power was mainlaincd.
39 Strictly speaking, it is mon: appropriate to mnsider nutrient intake u an input inlO the
production of nutritional or health status, and anthropometric messures, u well u motbidity and
mortality hislOries, as indicaton ofnutritional orhealth status.
40 Tabatabai (1990), noting that the two-thirds figure given by Houyoux is too low to be credible,
suggests that it results from an incorrectcomparison of percapita availability figures with per adult
equivalent requirements.



106

considerable variation between and within regions. In Bandundu, the percent
age of children born with low birthweights reported at clinics in 1982 ranges
from a low of 12 percent to a high of41 percent (Thomas and Reintsma 1989).
In Kivu, declining soil fertility and high population densities have created
pockets of malnutrition (World Bank 1988a). However, access to health serv
ices appears to be an important detenninant of the extent ofmalnutrition among
young children in rural areas: in areas covered by the Health Zone system
(described below), the prevalence of malnutrition is usually not greater than 20
to 25 percent, as compared to up' to 60 percent outside the Health Zones
(Tabatabai 1990). Although malnutrition is generally more serious in rural
areas, it can reach very high levels in poorer urban areas. In Kimbaseke, an
extension area ofKinshasa, for example, the rate approaches 70 percent (Tabat
abai 1990).

Mortality rates for infants and young (under five) children provide further
evidence of the extent ofmalnutrition. The national averages of 138 deaths per
thousand under-fives and 83 per thousand infants compare favorably with other
sub-Saharan countries but are above the averages for developing countties as a
whole (Table 17). Perhaps more significant than the averages is the slriking
degree ofregional variation in child mortality, replicating the pattern seen in the
anthropometric indicators. For families of GECAMINES employees the esti
mated rate is a low 33 per thousand, compared to 80 per thousand in Kinshasa
and 160 per thousand in poor rural zones (World Bank 1988b).

Life expectancy at birth in Zaire is 53 years. This figure is slightly above the
average for sub-Saharan Africa, but again, is below the average for thedevelop
ing world as awhole.

Any discussion ofthe health situation in zaire must recognize that Zaire; like
many othercountries in sub-Saharan Africa, is severely burdened by the effects
of the AIDS epidemic. In 1987, 4 to 8 percent of the population of Kinshasa
was thought to be infected with the my virus, with females aged 15 to 29
especially at risk, and the pattern is similar in othercities and towns. Inaddition
to having potentially severe effects on ovemlllife expectancy and infant and
adult mortality, the direct and indirect {'.eonomic costs to the country may tum
out to be staggering: for example, the estimated costof treating an AIDS patient
during the approximately one year period between manifestation of the disease
and death is US$ 229 (constant 1986 dollars) (World Bank 1988b).
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ACCESS TO SOCIAL SERVICES

Health Care
Basic indicators for health care availability inZaire are equivalent orsuperior

to those for other sub-Saharan African countries. zaire has one medical
establishment (hospital or clinic) per 10,000 people, one hospital per 89,000
people, and one bed per 557 people. These figures are near the averages for
Central Africa. On the other hand, the doctor and paramedic percapita ratios of
1 per 15,000 and 1 per 1,700, respectively, are superior to the (X)rresponding
averages for sub-Saharan Africa (World Bank 1988b).

With regard to the organization of health care services, Zaire began in the
early 1980s to implement a decenttalized system ofhealth zones, each of which
covers about 100,000 residents. Before this system was created, less than 10
percentofthe population had access to primary services. By 1987, this had risen
to 47 percent (Shepard et aI. 1990), although the quality of much of this care is
poor. The health zones are mostly publicly administered, but the government
provides few funds; instead, fuUy 80 percent of operating costs are covered by
user fees (Bitmn 1987, cited in Shepard et aI. 1990). This high cost recovery
ratio pertains even in rural areas. The health zone system is credited with
providing far greater numbers ofpeople with primary health care, and as noted
above, with having reduced levels ofmalnutrition in rural areas covered by the
system. Questions have been raised, however, about both the efficiency and
equity of the system's reliance on fees per episode ofi1lness as compared with
insurance armngements. Particularly with regard to in-patient care, fees poten
tially can take up a large portion ofthe incomes ofthe poor, who as aresult may
not seek needed treatment (Shepard et aI. 1990).

Employers in the fonnal andparastatal sectors are obligatedby law to provide
medical care to their workers. This care, although it is likely to be ofrelatively
high quality, covers only a small fraction of the population. In this regard, the
growth in relative importanceof the infonnal sector, wheresuchlegislation does
notapply, has negative implications for the health statusofthepoor. This applies
particularly strongly to female-headed households, which dmw their income
largely or totally from the infunnal sector.
. The preceding suggests that public sector expenditure reductions associated

with sb'UcwraJ adjustment has disproportionately reduced hurt the access of
informal sector workers and their families to basic hf".alth care. This is because
individuals in the infonnal sector, lacking access to employer-provided services,
must rely more heavily on public health expenditures. Furthennore, spending
on social services such as health have fallen, even relative to total expendiwres.
The share of the Deparunent of Health in total cwrent budgeted expenditures,
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while smaIl to begin with, has gotten even smaller since adjustment (e.g., 1
percent in 1988compared to about4 percent in 1982). As noted in the discussion
of zaire's external debt, this reflects at least in part the squeeze on various
spending categories caused by the need to meet debt service obligations.

Educetlon
As shown in Table 17, adult literacy in zaire is 62 percent overall, and 79

percent and 45 percent, respectively, for men and women. These figures are
higher than elsewhere in sub-Saharan Africa and comparable to developing
countries as a whole. However, sharp reductions since adjustment began in
public spending on education, paralleling declines in outlays for health, do not
bode well for future progress. Expenditure on education as a share of total
current expenditures has fallen from 23 percent in 1982 to under 8 percent in
1988. Inaddition to reducedoutlays, thedeterioration in household incomes has
probably also reduced, theaccess ofchildrenin many poor families to education.
Poorfamilies may not be able to afford to educate children who otherwise might
provide income by working in the infoonal sector. The result is a reduction in
human capital investment with significant long-teon private and social welfare
costs. Some enterprises provide education in private schools for children of
employees, but, as with private health care, this is affects only a small fmction
of the population.

Other Services
Lack of access to safe water is a serious health problem in both urban and

rum! areas, butparticularly in the latter, where only 21 percent ofthe population
enjoys access to potable water. This figure, although low, is not appreciably
below the average for sub-Saharan Africa. In urban areas, on the other hand,
slightly over halfof the urban population has access to potable water, which is
considerabl>' less than the average of 74 percent for sub-Saharan Aftica (Table
17). More generally, access to basic urban services in urban zaire is considered
poor. Forexample, only about 30percentofKinshasa households llave electric
ity connections (World Bank 1988c). Also noteworthy is the high share of
transportation expenditures in Kinshasa household budgets reported by Houy
oux (1986): this item accounted for 54 percent of the total miscellaneous
expenditure category in 1986, indicating that real incomes will be strongly
affected by increases incosts of ttansportation caused. for example, by fuel price
increases or reductions in public subsidies.

ECONOMIC ROLE. OF WOMEN
Concern over the role of women in the economy, and the discrimination and

inequality ofopporlmtity they face, iscloselyassociatedwith the issueofpoverty
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and the distribution of welfare. This is especially true in light of changes in
women's economic roles that have resulted from changes in the er..onomic
situation inZaire. In urban areas, as noted above, the fall in incomes from fonnal
sector employment has helped give rise to the growth of infonnal sector
activities. Unlilce in the fonnal seeler, where few women worle (even in
government), women are prominent in infonnal sector activities, primarily as
small entrepreneurs in trading and marketing. Thus infonnal sector expansion
has resulted in a greater share of household income provided by females. The
rising cost of living in the cities apparently has overcome husbands' traditional
reluctance to pennit their wives to engage in income-earning activities outside
the home.

Unfonunately, various institutional or legal barriers stand in the way of
increasing the scale and productivity ofwomen's business activities, even in the
informal sector setting. These include low levels ofeducation, legal strictures
on the ability of married women to open bank accounts or acquire property
without her husband's pennission, and (reflecting this) ~r access to fonnal
credit As the infonnal sector grows in imporlance, these barriers act to restrict
productivity and income growth for the economy as a whole. At the household
level, they hamperpoorhouseholds' ability to use the infonnal sector to maintain
their purchasing power; this, of course, applies all the more to female-headed
households, whose income is likely to be derived exclusively from infonnal
sector activities.

In rural areas, women contribute significantly to agricultural production. A
1986 study estimated that 94 percent of Zairian women were engaged in
agricultural activity as opposed to S6 percent of men (Thibault-Nonnand 1986).
These figures reflect to some extent male migmtion from rum! areas, which has
resulted in uneven sex mtios and, presumably, large numbers offemale-headed
households.41 An implication of these trends is that the role of women in
agricultural activities has gained in imponance and in some cases become
predominant Women's input is most evident in food crop production, to which
women contribute the majorshareof the labor. Men, on theotherhand, are more
involved in cash crop production and are also engaged in wage labor on
plantations, where female labor is rare. It should be noted that women's labor
in agricultural activities is in addition to their disproportionate contribution to
food preparation and child care. Women are also strongly represented in

41 Asmall fllmeutudy ofthe BlIldlUldu region fOood a ratio of88 male. for every 100females
(Eelc and Newton 1985).
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agricultural marketing and trading activities. For example, in Haut-Zaire,
TIlibault-Normand (1986) found that an estimated 77 percent of agricultural
sales activities are done by women, and 70 percent of women are involved in
selling crops. A simUar pattern was found in a study in Bandundu (Eele and
Newton 1985).

The limited evidence on decision-making within agricultural households
suggests, unfortunately, that women's control of resources and incomes is not
commensumte with their labor contributions in agricultural activities. For
example, in the Bandundu small farmer study I 60 percent of the women respon
dents indicated that their spouses detennined how money earned from their
agricultural activities was spent; only 34 percentsaid they wereresponsible (Eele
and Newton 1985). This patternseems to apply somewhatless to women traders,
that is, women involved in the movement of agricultural commodities from one
area to another. Women traders are relatively.,independent in the management
oftheirbusinesses, although their control overtJiedistribution ofprofits depends
on the extent of their contribution of capital to the business (Sines et aI. 1987).

In regards to the impact ofagricultural price and marketing liberalization on
the welfare of women, a few preliminary conclusions can be dmwn.42 Since
mostZairian womenareinvolved inagriculture, any policy change that improves
agricultural and rural incomes can be expected a priori to benefit the economic
situation of women disproportionately. However, the equitable distribution of
income gains will depend on several factors. It appears that as price reform has
increasedprofitabilityoffood cropproduction, men havebecomemore involved
in producing and marketing these crops. This may reduce somewhat the labor
burden on women, since these crops traditionally have beencultivated primarily
by them. At the same time, however, men may exert even greatercontrol over
decision-making regarding production, marketing, and allocation of the pro
ceeds, resulting in a less equitable intrahousehold distribution.

Liberalization and the elimination of marketing controls have improved the
position ofwomen traders, as the removal of barriers to interregional trade has
enabled them to take advantage of price differentials between regions. As a
result, the numberofwomen traders may have increased since 1982, as Sines et
aI. report for Lubumbashi. However, as with women's wban infonnal sector
enterprises, women's activities in agricultural trading as well as marketing are
constrained by their limited access to credit Fonnal credit, while accounting

42 The following iI bued on the dilcullion in Sines et aI. (1987).
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for only a small share ofJoans to small farmers, is dominated by lending to men.
This reflects, among other factors, the legal limits discussed above on married
women's access to the formal banking system. Women therefore rely much
more on informal sources such as savings and credit cooperatives. Limited
evidence suggests, however, that most women lackaccess to c,...;dit for marketing
and trading even from these sources. Recent measures designed to increase
credit availability in agriculture will therefore not greatly benefit women unless
current legal or institutional constraints are addressed. The continued existence
of these constraints serves to dampen the capacity of the agricultural sector to
respond to pollcy reforms.

SUMMARY
The foregoing discussion has presented abriefprofile of the poor in Zaireand

some evidence as to which groups may have been affected most by government
policies in recent years. In urban areas, restrictions on nominal wage increases
meant that real incomes ofgovernment employees were directly and negatively
affected by efforts to restrain public spending. Reductions in government
outlays for health, education, and transportation undoubtedly also had harmful
effects, particularly for workers in the informal sector, whose access to these
services is not subsidizedby employers. However, it would surely be inaccurate
to blame adjustmentper se for real wagedeclines and social service expenditure
reductions. First, the perspective taken should encompass the legacy of prior
government priorities and policies. For example, reductions in social spending
concurrent with recentadjustment programs reflect the need for the government
to meet burdensome debt service obligations, which result from past misguided
policies,as much as theyreflectprogramrequirements offiscal deficit reduction.
More generally, as earlier chapters have made clear, the decline in incomes to
current levels inzaire isaboveall theresultofyearsofinappropriategovernment
policies and priorities. Second, as described in detail earlier, a sustained imple
mentation of stabilization and structural adjustment measures has not taken
place, so the net effect on the urban poor and other groups from adjustment
properly implemented can hardly be judged from Zaire's experience so far.

Turning to rural areas, real incomes, although lower than in urban areas, have
probably been less affected by the country's deteriorating economic situation
becausefarm households are capableofproducing theirown food. Poorfarming
households in principle stood to benefit from priceand marlceting refonns in the
agricultural sector. In pmctice, however, it is likely that only a limited number
ofsmall farmers experienced higher incomes as a result of the reforms. These
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liberalizationpolicies do notappear to have greatly affected food prices in urban
markets.

Finally, adjusunent and reform may differentially affect women and men. A
higher percentage of women than men are engaged in agriculture (Production,
marketing, and trading), so that reforms designed to benefit agriculture should
improve the welfare ofwomen disproportionately. This depends, however, on
concomitant changes in intrahousehold labor allocation, decision making, and
resource allocation in response to new incentives. In urban areas, by entering
into income-earning activities in the infonnal sector, women have helped to
minimize the Ju>.rdship caused both by Zaire's economic decline and, possibly,
by fiscal austerity and otheradjusunent-related policies. In both rural and urban
areas, legal and institutional barriers that inhibit women's income earning
capacities may act to reduce the flexibility of poor households' responses to
changing economic conditions.



7. Conclusion

Independent since 1960, zaire is one of the largest and most resource-rich
countries in Africa. Its prosperity has relied largely on the activity of the mining
sector and exports of minerals. This rich natural endowment has by and large
precluded economic diversification which would have created the conditions for
asustained development. The potential for diversification is substantial in Zaire,
particularly in the agricultural sector.

The late 1960s and early 1970s were prosperous years for Zaire, largely on
accountof favorable world marketconditions for copper, its major export. Like
many other African countries in this period, zaire invested heavily in grandiose
social and political projects with low economic returns. In this race for devel
opment, the governmentsetout very ambitious goals. President Mobutu repeat
edly stated that Zaire would rank among the top two countri~~ :n achieving its
major development goals during the United Nations' "Development Decade"
of the 70'S.43 Toward this end, Zaireadopted a challenging investm~nt program
coupled with a very aggressiveexternal borrowing policy,and nationalizedmost
commercial agriculture and industry in the early 19708. At the same time, the
govemmentpursued lax monetary and budgetary policies, which brought on an
high inflation and excessive overvaluation of the currency and ultimately led to
balance of payments difficulties. Meanwhile, the agricultural sector declined
steadily,due to governmentneglectand inappropriatepolicies, including,among
others, an overvalued exchange rate; high export duties; and price controls on
agricultunli products and other administrative impediments. Moreover, the
country's ttansport infrastructure was allowed to decay to the point ofinhibiting
not only agriculwral development but also the development of industry and

43 For about fIVe y'=arI, lite public radio and television introduced its newl programs dozcOl of
times each day with this mellage.
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services as we'll. As a result of these developments, scarcities spread through
the entire economy, particularly in the foreign exchange marlcet. Two separate
markets devel'Jped for most commodities: the official, fonnal market and an
unofficial, infhrmal marlcet.

Responding to these developments, the government adopted quick remedies
such as import rationing and capital controls on the external front and price
controls on r.he domestic front, instead of seeking lasting solutions to the
fundamental disequilibria. When, under pressure from declining terms of trade
in the mid 1970s, it became apparent that the imbalances could no longer be
eliminated without major adjustment, the government requested and received
financial 8S!dstance from the International Monetary Fund for its adjustment
programs. 'The most comprehensive of such programs occurred in 1983. The
latter was built around a major adjustment of the exchange rate and the reform

. of the exchange rate system. It also included substantial liberalization and
simplificafjon of the trade system; adjustment and liberalization of domestic
prices, induding interest rates and agricultural producer prices; tight control of
governmelnt spending; large-scalerefonn ofthepublicenterprises; andarevision
of incentives to attract private foreign investment.

Initial'ly, the adjustment appeared to be working. Most of the program's
targets were attained. Inflation was brought back under control. 'The real
exchangerate depreciateei and exports andreal GDPgrowth resumed whileZaire
met its external deot service commitments. However, the apparentsuccesses of
the 1983 to 1985 period proved to be short-lived. By 1986, the budget deficit
and the balance of payments deficit were once again growing, inflation was
accelerating and the exchange rate was overvalued.

The adjustment effort was rejoined, this time with substantial World Bank
assistance to overcome a number of long-standing structural weaknesses of the
economy, with a serious of measures adopted in 1986 and 1987. Theeconomic
perfonnance following these measures was disappointing, in part due to the
stagnation of GECAMINES' production. But the major difficulty, as with
earlier stabilization and adjustment efforts, was the conduct of fiscal and mone
tary policies. Expendinue targets were widely exceeded while budgetary reve
nue did not meet the standanls set by the adjustment program, the government
again resorted to monetary fmancing, and inflation soared. 'The repeated inabil
ity of the government to come at all close to meeting the required fISCal and
monetarydisciplineappeared finally to lead the IMPandWorld Bank toquestion
the value of funher negotiations with zaire. The,:~ institutions abruptly inter
rupted their financial support at the end of 1989. Since then, in an atmosphere
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of growing political tunnoll- marked particularly by the military mutiny of
September 1991-Zaire's formal economy has disintegrated allOgether.

As elaborated above, for a country with Zaire's economic potential, its per
capita income - U5$170 (recently revised 10 US$240) and declining - is a
travesty. To some extent, stabilization and structuml adjustment measures may
have, in the short term, contributed 10 the worsening of the conditions of
vulnerable groups in the population. Forexample, restrictions on nominal wage
increases in urban areas meant a significant decline in government employees'
real wages. Reduced government outlays for health, education, and transporta
tion services also affected most workers in the informal sector, whoseemployers
do not subsidize services. In rural areas, based on limited data avaiiable, real
incomes, although lower, were probably less affected by adjustment and eco
nomic decline because farm households could produce their own food. Price
libemlization in agriculture has the potential to improve the incomes of the poor
in ruml areas, but has probably had only a limited impact because of a number
offactors, notably the poorstateofrural infrastructure, which inhibitsproduction
for the markeL

We have argued that the discussion of the impact ofadjustment measures on
the poor inZaire mustbe seen in the largercontextofthe previous (andongoing)
squandering of the country's resources through a combination of ill-advised
polices and outright cOlTUption. These factors were greatly responsible for the
country's economic decline and led 10 imbalances that made,or will make, some
sortofadjustmentinevitable. In all likelihood, had thecountry notreceived large
amounts of financial assistance accompanying IMP and World Bank programs,
the economy would have collapsed sooner with all the consequences of a
spontaneous and disorderly adjustmenL In any event, in the case ofZaire's the
more pertinent question is whether stabilization aoo structural adjustment poli
cies were in fact ever carried out in a meaningfut way. As we have shown, to a
large extent, the adjustment measures were not implemented or they were only
incompletely implemented. The government re~ted1y committed itself to
targets that it did not make serious efforts to meeL

A number of observers have suggested that Zaire's strategic importance in
the Cold War enabled Mobutus' regime to do no more than pay lip service to
reform because it could be confident that its creditors in the West would always
agree to additional debt relief (Turner 1988; Callaghy 1984). Internally, the
autocratic nature of Mobutu's regime prevented criticism of its policies within
the country, allowing the government's continued mismanagement of the econ
omy and its corruption to go unchecked. The Cold War is now over, however,
and Zaire, likemany Africancountries,has been undergoing significantpolitical



and institutional changes. Unfortunately, in zaire's case, political change and
uncertainty has been accompanied by virtual economic collapse. The hope for
economic recovery lies in the prospects for political reform in the dialogue
currently underway within a "National Sovereign Conference". On April 24,
1990,PresidentMobutu proclaimed the liberalization ofpolitical institutionsand
recognition of the need for freedom ofexpression and association, thus respond
ing to numerous calls by the popule.l.ion to dismantle the single party political
system, reform theconstitution, andadopt moredemocratic political institutions.
Once such new institutions are in place and the government becomes more
accountable and responsible, improvement of the public decision making proc
ess and improved economic management are possible. Only then can macroe
conomic stability be restored and the conditions created for sustained
development.
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~ndlxTable1- Gross Domestic Product, by Sector, Current Prices I~
1970 1971 1972 1973 1974 1975 1976 1m 1918 1979

Milbns of zaires
158.8 162.1 169.5 241.9 309.2 373.6 735.2 1,077.4 1,658.7 3,442.8
211.5 152.0 162.7 339.7 410.7 293.2 376.3 460.0 638.9 1,786.7

17.5 93.5 98.7 116.0 150.5 191.6 239.2 280.2 336.0 419.2, 45.0 59.1 SO.3 59.8 85.6 111.7 136.2 148.6 185.5 335.8
WaI&r 8.7 9.5 9.6 10.4 9.4 10.2 11.0 11.2 11.4 11.0
Ccmm. 75.9 82.4 91.9 122.5 93.6 82.3 91.6 84.4 92.7 104.4

106.4 125.0 150.3 175.8 222.0 275.3 452.9 731.3 967.2 2,044.3
8 217.9 269.8 296.4 338.8 430.7 495.7 731.4 1,072.0 1,479.8 2,702.1

lUU...... 50.7 59.8 67.6 81.6 87.4 85.5 86.4 91.1 110.3 258.7
GOP 952A 1.013.2 1,087.0 1,486.5 1.799.1 1,918.1 2,8&0.2 3,958.2 5,480.5 11,105.0

1lB:l 1!B1 1~ 19n 1984 1985 1985 1987 1!lB 1llE9

Milbns of zaires
4,948.2 7,555.0 11,174.4 20,423.9 31,584.7 40.396.6 57,404.4 102,444.5 162,672.4 295,823.8
3,742.5 3,745.6 3,593.2 11,094.1 24,853.4 45,173.1 66,404.5 78,792.8 131,413.9 218,289.2

518.5 648.0 711.1 882.3 1,953.2 2,385.7 3,425.7 4,409.7 9,917.0 15,629.0, 688.9 1,160.7 1,884.3 3,471.4 5,012.4 7,360.9 9,546.0 18,0&1.5 36,249.3 54,097.9
WaI&r 11.6 11.3 12.0 12.0 46.7 77.9 110.6 179.4 475.2 990.0
Comm. 325.6 554.1 598.5 718.4 999.7 1,246.0 1,504.8 2,528.9 3,378.0 6,274.0

3,137.5 4,803.9 6,644.6 12,089.1 18,523.9 25,683.1 33,309.5 58,076.2 108,300.1 167,592.5

• 3,206.9 4,392.3 5.663.9 9.320.0 14.924.3 20,977.7 27,204.4 52,787.9 138,739.1 304,270.9
603.2 915.0 828.4 1,123.2 1,825.1 3,962.3 4,506.2 9,665.4 31,616.5 83,844.0

17,182.9 23,780.9 31,110A S9.134A 99.723A 147,263.3 203,416.1 326,941.3 622.821.5 1.146,811.3
__Vi...... BanIc ofzaire (vanous years).



Appendix Table 2- Gross Domestic Product, by Sector {Constant Prices = 1970}
1970 1971 1972 1973 1974 1a75 1916 lW1 1978 1979

MUons of zaires
158.8 164.4 1S6.8 170.3 175.3 172.7 181.9 175.9 176.2 181.6
211.5 219.1 2~.1 246.4 250.1 242.2 226.7 239.8 218.0 206.3

- 77.5 85.3 85.8 93.4 101.1 92.1 84.8 83.0 72.5 68.3~.

~, 45.0 51.5 46.0 51.9 58.5 58.1 48.7 40.6 41.5 37.0
Wilier 8.7 9.5 9.6 10.4 9.4 10.2 11.0 11.2 11.4 11.0

_Comm. 75.9 79.9 71.6 82.1 91.5 82.3 71.1 67.0 65.7 59.2
106.4 115.7 122.5 128.7 128.7 120.9 113.7 114.0 95.8 95.9

~ __a 217.9 233.4 235.1 259.3 259.9 243.7 242.5 259.0 ::;;52 280.7
1 UUUlRI fIJ.7 57.9 59.6 59.5 35.6 32.8 18.4 15.9 16.3 15.1
GOP 952.4 1,oos.7 1,G27.1 1.102.0 1.110.1 1.055.0 998.8 1,006.4 952.6 955.1

1~ 1!1J1 111I2 1~ 19B4 UBi 1!Hi 1987 19!B ~

MUons of zaires
186.7 191.7 195.6 199.5 205.4 213.2 226.6 227.4 236.7 255.3
220.4 236.2 228.8 237.5 253.8 260.9 268.0 262.6 249.7 235. ~

- 67.5 68.0 60.6 60.3 62.6 65.4 68.3 72.4 72.4 70.2---.
37.4 37.6 38.7 43.8 34.2 35.6 37.4 44.1 45.6 43.9

~ Water 11.6 11.3 12.0 12.0 12.7 13.2 14.0 15.3 17.4 19.1
__ Comm. sa.O 67.0 58.1 62.8 63.6 66.0 56.4 54.5 56.0 54.8

103.0 107.6 103.2 108.6 118.2 129.3 129.0 127.0 137.1 136.0
_S 269.5 267.5 264.6 255.2 259.7 249.6 2sa.1 287.5 296.3 299.5

18.6 19.1 13.9 8.6 4.8 7.2 5.7 5.5 9.6 13.3
978.0 1,006.0 975.5 988.3 1,015.0 1,040.4 1,068.5 1,096.3 1,120.8 1,127.5

lOW. Bank ofzaire (various years).
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APpendix Table 3 - Gross Domestic Product. by Sector (Ccnstant Prices =1970)
12i1970 urn 1972 1973 . 1974 1975 1978 1'JTl 1978 1979

Pen;entage Share
16.7 16.3 162 15.5 15.8 16.4 18.2 17.5 18.5 19.0
22.2 21.7 22.4 22.4 22.5 23.0 22.7 23.8 22.9 21.6

8.1 8.5 8.4 8.5 9.1 8.7 8.5 9.2 7.6 7.2
4.7 5.1 4.5 4.7 5.3 5.5 4.9 4.0 4.4 3.9

-lRr 0.9 0.9 0.9 0.9 0.8 1.0 1.1 1.1 1.2 1.2
__ ..m. 8.0 7.9 7.0 7.5 8.2 7.8 7.1 6.7 6.9 6.2

11.2 11.5 11.9 .4 - 11.6 11.5 11.4 11.3 10.1 10.0.I.f

i
.,., n 23.1 22.9 23.5 23.4 23.1 24.3 2rl.7 26.8 29.4_..

.uu...... 5.3 5.7 5.8 5.4 3.2 3.1 1.8 1.6 1.7 1.~

GOP 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

1lB> 1931 1!1l2 1583 1934 19!j 19!j 1937 1!B1 1993

Percentage Share
19.1 19.1 2).1 2)2 20.2 20.5 212 2).7 21.1 22.6
22.5 23.5 23.5 24.0 25.0 25.1 2rl.1 24.0 22.3 20.9
6.9 6.8 6.2 6.1 6.2 6.3 6.4 6.6 6.5 6.2

• 3.8 3.7 4.0 4.4 3.4 3.4 3.5 4.0 4.1 3.9
Water 1.2 1.1 12 12 1.3 1.3 1.3 1.4 1.6 1.7
Comm. 6.4 6.7 6.0 6.4 6.3 6.3 5.3 5.0 5.0 4.9

10.5 10.7 10.6 11.0 11.6 12.4 12.1 11.6 12.2 12.1
8 27.6 26.6 27.1 25.8 25.6 24.0 24.6 262 26.4 26.6

1.9 1.9 1.4 0.9 0.5 0.7 0.5 0.5 0.9 1.2
100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

~. Bank ofzaire (various years).
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Appendix Table 4 - Gross Domestic Product, Growth Rates by Sector (Constant Prices = 1970)
1970 1971 1912 1973 1974 1975 19i5 1977 1978 1979

Percentage
3.5 1.5 2.1 2.9 -1.5 5.3 -3.3 0.2 3.1
3.6 5.0 7.1 1.5 -3.2 -6.4 5.8 -9.! -5.4

10.1 0.6 8.9 8.2 -8.9 -7.9 -2.1 -12.7 -5.8
14.4 -10.7 12.8 12.7 -0.7 -16.2 -16.6 2.2 -10.8

-lIlr - 9.2 1.1 8.3 -9.6 8.5 7.8 1.8 1.8 -3.5
__.lIm. - 5.3 -10.4 14.7 11.4 -10.1 -13.6 -5.8 -1.9 -9.9

8.7 5.9 5.1 0.0 -6.1 -6.0 0.3 -16.0 0.1
..s - 7.1 0.7 10.3 0.2 -6.2 -0.5 6.8 -1.5 10.0

14.2 2.9 -0.2 -40.2 -7.9 -43.9 -13.6 2.5 -7.4
5.0 1.8 7.3 0.7 -5.0 -5.3 0.8 -6.3 0.3

11B) UBI 1932 1!B3 1984 19:15 19:15 1987 UIB 1mg

Percentage
2.8 2.7 2.0 2.0 3.0 3.8 6.3 0.4 4.1 7.9
6.8 7.2 -3.1 3.8 6.9 2.8 2.7 -2.0 -4.9 -5.7

-1.2 0.7 -10.9 -0.5 3.8 4.5 4.4 6.0 0.0 -3.0
1.1 0.5 2.9 13.2 -21.9 4.1 5.1 17.9 3.4 -3.7

Water 5.5
,. ,.

6.2 0.0 5.8 3.9 6.1 9.3 13.7 9.8-e..o
.. Comm. 6.4 6.3 -13.3 8.1 1.3 3.8 -14.5 -3.4 2.8 -2.1

7.4 4.5 -4.1 5.2 8.8 e.4 -0.2 -1.6 8.0 -0.8
ices -4.0 -0.7 -1.1 -3.6 1.8 -3.9 5.4 9.3 3.1 1.1

Jea 23.2 2.7 -27.2 -38.1 -44.2 50.0 -20.8 -3.5 74.5 39.5
2A 2.9 -3.0 1.3 2.7 2.5 2.7 2.6 2.2 O.S·

. un:e: Bank ofZJ!l/re (various years).
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N...



ApPQndix_Jabfe 5 - Allocation of Domestic and National Expenditure (Constant Prices =1970) Iii
1970 1971 1972 1973 1974 1975 1975 1977 1978 1979

MUons of zaIres
Consumption 692.4 592.7 672.0 705.5 804.7 765.2 725.2 664.2 584.8 563.8

Private 431.5 457.1 446.9 466.4 548.2 539.0 528.5 449.9 385.3 320.6
Subliatenee 94.8 97.8 96.7 101.1 105.8 108.3 104.8 107.7 110.8 111.9
Ccmmercial 336.7 359.3 350.2 365.3 442.4 430.7 421.7 342.2 274.5 208.7

Pubic 250.9 235.6 225.1 239.1 256.5 226.2 199.7 214.3 199.5 243.2
Wages & 5aIary 119.3 126.6 127.6 1342 132.3 135.9 143.1 165.8 175.2 208.4
Other 141.6 109.0 97.5 104.9 1242 90.3 55.6 -ta.5 24.3 34.8__&"-'__1.

244.5 326.3 330.6 3492 379.7 349.2 272.0 521.7 249.9 390.3...U.HnIL

Private 128.1 179.4 226.1 164.4 203.4 255.6 171.1 398.1 178.3 170.5
Pubic 74.4 97.7 101.5 130.4 186.3 65.3 73.3 71.9 56.6 102.8
S1DdaI Change 42.0 49.2 3.0 53.4 -10.0 29.3 27.6 51.7 14.0 117.0

Domestic Expenditure 936.9 1,019.0 1,002.6 1,053.7 1,184.4 1,114.4 997.2 1,185.9 833.7 954.1

CurrwltAcct. Balance -13.1 38.5 8.1 33.2 -97.1 -74.4 -7.3 -192.0 120.6 2.9
NetExporta -2.8 -19.8 5.5 23.5 -97.8 -83.3 -13.1 -190.0 101.5 -14.6

Exports 415.0 453.5 494.8 516.7 498.3 487.2 437.9 436.6 442.5 349.4
Imports -400.6 -455.8 -470.3 -468.4 -572.6 -526.8 -438.3 -616.1 -323.6 -348.4
Inl8r8st & Dividend -172 -17.5 -19.0 -24.8 -23.5 -23.7 -14.7 -17.5 -17.4 -15.6

NetTl'BIl8fera -10.3 58.3 2.6 9.7 0.7 8.9 5.8 15.0 19.1 17.5
NaIionaI Expencflture 923.8 1,057.5 1,010;7 1,086.9 1,087.3 1,040.0 989.9 1,003.9 954.3 957.0



Appendix Table 5 - (continued)
1900 1981 1982 1£83 1984 1SiE 19!1i 1997 1l1B 1&

Milions of zaires
Conawnplion 607.3 618.3 488.8 531.7 398.5 513.9 589.1 769.0 719.5 682.0

Privat& 343.4 346.0 268.6 334.7 219.4 353.8 378.1 547.1 366.7 462.4
Subsistence 115.0 117.9 121.5 126.5 126.7 131.6 135.5 141.7 146.0 157.4
Cammereial 228.4 228.1 147.1 208.2 92.7 222.2 242.6 406.0 220.7 305.0

Pubic 263.9 272.3 220.2 197.0 179.1 160.1 211.0 221.3 352.8 219.6
Wsgea&SaIary 227.0 234.7 172.9 153.1 122.8 116.2 132.1 133.6 145.8 69.3
Other 36.9 37.6 47.3 43.9 56.3 43.9 78.9 87.7 207.0 150.3

Inwatment 709.5 534.1 419.6 483.1 516.8 676.8 718.4 827.9 704.6 1,229.5
PrivaIa 404.5 202.0 230.7 179.2 207.9 245.9 310.9 512.9 110.9 524.6
Pubic 165.3 216.4 120.3 219.4 158.7 253.3 216.6 143.8 479.6 468.3
S1Dc:Ial Change 139.7 115.7 68.6 84.5 150.2 177.6 190.9 171.2 114.1 236.6

Domestic Expenditure 1,316.8 1,152.4 908.4 1,014.8 915.3 1,190.7 1,307.5 1,596.9 1,424.1 1,911.5

CUrrentAJ:d. Balance -338.0 -142.6 54.9 -29.0 86.1 -163.7 -270.7 -510.2 -308.3 -787.4
Net&porta -355.1 -164.8 40.2 -46.5 78.3 -174.4 -277.1 -521.3 -318.6 -800.3

Exports 432.7 472.3 524.3 545.9 592.3 629.7 690.8 614.9 575.6 555.8
Importl -771.8 -618.0 -457.2 -572.4 -492.6 -780.0 -928.8 -1,115.5 -878.9 -1,339.8
Intereat & Dividend -16.0 -19.1 -26.9 -20.0 -21.4 -24.1 -39.1 -20.7 -15.3 -16.3

NetTl'IInSfera 17.1 22.2 14.7 17.5 7.8 10.7 6.4 11.1 10.3 12.e
NaIionaI Expenditure 978.8 1.009.8 963.3 985.8 1,001.4 1,027.0 1,036.8 1.086.7 1,115.8 1,124.1
Soun:e: Bank ofzaire (varfous years).

~
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~dIx Table 6 - Allocation of Domestic Expenditure, Percentage Shares (Constant Prices =1970) Ii
19iO 1971 1972 1973 1974 1975 1975 1'JT7 19i8 1979

Percenlaga
73.9 68.0 67.0 67.0 67.9 68.7 72.7 56.0 70.1 59.1
46.1 44.9 44.6 44.3 46.3 48.4 52.8 37.9 46.2 33.6
10.1 9.6 9.6 9.6 8.9 9.7 10.5 9.1 13.3 11.7
35.9 35.3 34.9 34.7 37.4 38.6 42.3 28.9 32.9 21.9
'0.8 23.1 22.5 22.7 21.7 20.3 19.9 18.1 23.9 25.5

&saJary 12.7 12.4 12.7 12.7 11.2 12.2 14.4 14.0 21.0 21.8
15.1 10.7 9.7 10.0 10.5 8.1 5.6 4.1 2.9 3.6
26.1 32.0 33.0 33.0 32.1 31.3 27.3 44.0 29.9 40.9
13.7 17.6 22.6 15.6 17.2 22.9 17.2 33.6 21.4 17.9
7.9 9.6 10.1 12.4 15.7 5.9 7.4 6.1 6.8 10.8

'~"Me 4.5 4.8 0.3 5.1 -0.8 2.5 2.8 4.4 1.7 12.3
~- 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0---.-----~-----

1SID 1'S1 1!1l2 1!m 1QB4 1!ll1S 19B5 1QB7 1993 19E1El

Percenlaga
umplion 46.1 53.7 53.8 52.4 43.5 43.2 45.1 48.2 SO.5 35.7
..me 26.1 30.0 29.6 33.0 24.0 29.7 28.9 34.3 ~.7 24.2
~atence 8.7 10.2 13.4 12.5 13.8 11.1 10.4 8.9 10.3 8.2
~erciaI 17.3 19.8 16.2 20.5 10.1 18.7 18.6 25.4 15.5 16.0

20.0 23.6 24.2 19.4 19.6 13.4 16.1 13.9 24.8 11.5
_&SaIaJy 17.2 20.4 19.0 15.1 13.4 9.8 10.1 8.4 10.2 ~ 3.6

2.8 3.3 5.2 4.3 6.2 3.7 6.0 5.5 14.5 7.9
53.9 46.3 46.2 47.6 56.5 56.8 54.9 51.8 49.5 64.3
3JJ.7 17.5 25.4 17.7 22.7 20.7 23.8 32.1 7.8 27.4
12.6 18.8 13.2 21.6 17.3 21.3 16.6 9.0 33.7 24.5

-nge 10.6 10.0 7.6 8.3 16.4 14.9 14.6 10.7 8.0 12.4
pendlture 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

..-riBarJcofzaIre (vadous years).



Appendix Table 7 - Gross FIXed Capital Formation, Current Prices
19i'O 1971 1972 1973 1974 1975 1975 1977 1978 1979

Mllbnsof zaires
By Origin

Imported Equipment 125.6 204.8 279.7 272.9 398.1 339.8 408.7 1,043.4 467.2 723.9
LocaIy Produced Equipment 12.4 11.0 13.7 16.5 30.1 47.8 51.5 115.1 217.9 333.7
Con8lruction and Public Bdgs.· 64.5 82.2 76.6 85.8 122.8 159.9 195.6 213.1 265.1 468.3

By DeatinatioI.
Public Direct Inwatment 74.4 106.0 115.5 168.7 280.4 116.9 203.7 220.7 214.5 440.1
Ofwhicil:

Dameatic Financing 53.2 55.1 58.8 87.3 139.0 45.5 84.6 49.2 61.9 94.6
Fcnign Financing 21.2 50.9 $.7 81.4 141.4 71.4 119.1 171.5 152.6 345.5

Entllrpriae and Private Invesl 128.1 192.0 254.5 2.OG.5 270.G ~.G 452.1 1.150.9 735.7 1.085.8
an.. FlDdCllpltal formation 202.5 298.0 370.0 375.2 551.0 547.5 655.8 1,371.6 950.2 1,525.9

19!D 1!B1 1982 1983 1984 19l!) 1900 1987 19E13 19E9

Milions of zaires
ByOrigin

Imported Equipment 2,059.9 2,306.6 2,802.0 3,532.9 11,968.7 19,221.9 29,949.3 37,743.2 60,110.7 203,658.0
LocaIy Produced Equipment 385.8 705.8 764.0 971.3 1,502.4 2,248.0 2,971.3 2,808.6 6,022.0 11,736.6
Con8Iruction and Public Bldgs.• -989.6 1,662.5 2.702.0 4,977.3 7,328.1 10,515.7 13,834.1 25.888.1 51.909.6 72.212.7

By Deatination
Public Direct Inwstment 861.7 1,806.3 1,998.1 2,926.5 6,681.8 11.660.0 14,6272 12,108.8 61,002.3 117,190.0
OfWhich:

Comealic Financing 213.6 442.4 954.6 615.6 636.1 534.0 641.7 4,015.4 6,327.9 18,654.9
Fcnign Fanancing 648.1 1,363.9 1,043.5 2,310.9 6,045.7 11,126.0 13,985.5 8,093.4 54,674.4 98,535.1

rdIrpriae and Private Invesl 2,573.6 2,868.6 4,269.9 6,555.0 14,117.4 2.0,325.6 32,133.5 54,331.1 57,040.4 170,417.3
raea FIIIId C!pIIlII Formllllon 3A53.3 4.674.9 6,268.0 9,481.5 20,799.2 31,985.6 46,760.7 66,439.9 118,042.3 'lB7,6073
Dulce: Bank ofzaire (various years).
Not Inducing tracftJonaJ construction. ....

N
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Appendix Table 8 - Gross FIXed Capital Formation (Constant Prices =1970) Ii
19iO 1971 1972 1973 1974 1975 19i6 lWl 1978 1979

Percentags
ByOrigin

Impart8d E<Mment 125.6 193.4 248.6 206.0 287.6 217.0 157.9 395.7 157.8 205.2
LocaIy Produced Equipment 12.4 10.6 13.0 14.4 18.2 20.7 16.6 16.2 17.8 16.5
Conatn.Jclion & Pub&c BIdgs.• 64.5 73.1 66.0 74.4 83.9 83.2 69.9 58.2 59.3 51.6

By Deslination
Pubic DinIct Inwatment 74.4 97.7 101.5 130.4 186.2 65.3 73.3 71.9 56.6 102.8
OfWhich:

Dcmestic Financi'lg 53.2 49.7 51.1 69.0 84.1 19.7 27.3 6.9 5.1 4.9
Foreign FiI_Koing 21.2 48.1 50.4 61.4 102.2 45.6 46.0 65.0 51.5 97.9

EnJilqllise & PrivalB Invest 128.1 179.4 226.0 164.4 203.5 255.5 171.1 398.1 178.3 170.6
GroA FIDeI c.pftaI Forolatlon 202.5 2772 327.7 294.7 389.7 320.9 244A 470.0 234.9 273.3

19!D 1lB1 UI12 19r3 1984 1911) 1~ 9187 19BB 1919

Percentags
ByOrigin
1mparIiId~ 503.9 350.4 283.8 322.4 301.9 430.2 456.0 579.9 511.7 913.4
l.ocaIy Produced Equipment 12.2 14.2 i1.7 13.4 14.7 18.C 17.3 13.6 13.5 16.6
Conslruction & Pub&c BIdgs.• 53.7 53.9 55.5 62.8 50.0 51.0 54.2 63.2 65.3 62.9

By Destination
Public DinIct Investment 165.3 216.4 120.3 219.4 158.7 253.3 216.6 143.8 479.6 468.3
OfWhich:

Damestic Financing 6.8 9.2 14.6 8.5 6.2 4.3 3.7 19.4 14.2 26.4
Fonlign Financ2Ig 158.5 207.2 105.7 210.9 152.5 249.0 212.9 124.4 465.4 441.9

Enlarpriae & PrivalB Invest. 404.5 202.0 230.7 179.2 207.9 245.9 310.9 512.9 110.9 524.6
GraA FIDeI C!pItaI formation 569.8 41SA 351.0 398.6 366.6 499.2 527.5 656.7 590.5 992.9
Soun:e: BankofZS/re (vadoUS years).
a Not lncIudng tradtional construction.
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AppendIx Table 9 - Gross FIXed Capital Fonnation, Percentage Shares (Constant Prices =1970)
~ 1971 1972 1973 1974 1975 19i5 1977 1978 1979

Percentage

62.0 69.8 75.9 69.9 73.8 67.6 64.6 84.2 67.2 75.1--- -..Iipment 6.1 3.8 4.0 4.9 4.7 6.5 6.8 3.4 7.6 6.0__. & Public Skfga. • 31.9 26.4 20.1 25.2 21.5 25.9 28.6 12.4 25.2 18.9
___ lmuIment 36.7 35.2 31.0 44.2 47.8 20.3 30.0 15.3 24.1 37.6

- .. 26.3 17.9 15.6 23.4 21.6 6.1 11.2 1.5 2.2 1.8.. 10.5 17.3 15.4 20.8 26.2 14.2 18.8 13.8 21.9 35.8_•....at. 63.3 64.7 69.0 55.8 52.2 79.6 70.0 84.7 75.9 62.4______~ FormatIon 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

191) 1~ 1~ 1tm 1~ 1!85 1!85 1987 1988 19!5
Percentage

88.4 83.8 80.9 80.9 82.3 86.2 86.4 88.3 86.7 92.0--- ..,.aipment 2.1 3.4 3.3 3.4 4.0 3.6 3.3 2.1 2.3 1.7____ & Public BIdga.• 9.4 12.9 15.8 15.8 13.6 10.2 10.3 9.6 11.1 6.3
___.1nveaZment 29.0 51.7 34.3 55.0 43.3 50.7 41.1 21.9 81.2 47.2

lie FklBncillg 1.2 2.2 4.2 2.1 1.7 0.9 0.7 3.0 2.4 2.7Finln::ing 27.8 49.5 30.1 52.9 41.6 49.9 40.4 18.9 78.8 44.5,~Inve8t. 71.0 48.3 65.7 45.0 56.7 49.3 58.9 79.1 18.8 52.8I C!rftaI Formation 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0__ .JanIe ofzaire (vadous years).
i'IcIucIr1} tradtiona/ construction. ,...

N....



AppendJx Table 10- Mineral Production Ii
1970 1971 1972 1973 1974 1975 1975 1977 1978 19i'9

Thousands of Metric Tons-
Copper 387.1 407.1 435.1 488.6 499.7 495.9 444.1 479.7 423.9 399.4
Zinc Concentral8a 185.2 195.0 178.7 156.4 160.1 141.6 125.0 131.5 158.1 138.7
lncMelsl 104.3 llE.8 99.5 87.6 89.7 19.3 67.8 72.3 85.5 76.7

EIedn:lIytic Zinc 63.7 62.7 66.7 66.0 68.7 65.6 60.6 51.0 43.5 43.7
CcbeJt 14.0 14.5 13.1 15.1 17.5 13.6 10.7 10.2 13.1 14.0
Cadmium 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.2 0.2 0.2
Silver (Iha. !ega.) 46.1 45.7 64.6 62.1 51.3 71.3 60.7 85.0 89.1 91.9
Mang&1ese Ore b 347.0 329.1 369.5 334.0 308.8 308.5 182.2 41.0 - 24.8
CassiIBriIB 9.0 8.9 82 7.5 6.5 6.4 5.3 5.1 4.4 3.5

0nIa Containi'lg Tm 6.5 6.5 6.0 5.4 4.7 4.6 3.8 3.7 3.2 2.5
FotnctyTm 1.4 1.5 1.2 1.0 0.7 0.6 0.5 0.7 0.5 0.5

Gold (Iha. kgs.) 5.6 5.4 4.4 4.2 4.1 3.2 2.8 2.5 2.4 2.3
I_nollds. Lubiash (ths. carats) 12.4 12.0 12.2 12.0 13.0 12.4 11.5 10.8 10.6 8.1
DiIImcnds. Kasai (Ihs. c:araIs) 1.7 0.7 1.2 0.9 0.6 0... 0.3 0.4 0.6 0.7
CoeI 101.7 118.6 127.8 115.2 95.5 89.0 109.1 128.0 106.6 109.2
Crude Oi (Iha. barrels) - - - - - 25.5 9.075.1 8,254.5 6,604.1 7,613.8

I
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~1Ul1X· e, 1- I[continuedl

1lB> 1mt 19B2 1913 1934 1915 1986 1987 1B 1919
Thousands of Metric Tons-

2.3
1.6

54.0
9.3
0.2

25.7

440.8

61.1
10.0
0.3

468.4494.1
159.2
87.5
54.9
14.9
0.3

43.3

Cl:lppEr 459.4 504.8 502.7 502.3 500.4 502.1 506.1
Zinc Ccncerdrat8s 122.8 121.4 147.2 133.2 131.7 86.6 81.3
ZincMelal 67.5 66.8 81.0 73.3 72.4 59.0 44.7

BedroIyticUIC 43.8 57.6 64.4 62B 66.1 64.0 63.9
CobeIt 14.5 11.2 5.6 5.4 9.1 10.8 14.4
CadnWm 0.2 0.2 0.3 0.3 0.3 0.3 0.4
~~~ ~ ~ ~ ~ ~ ~ ~
~seOre b 6.6 17.6 - - 0.0 14.8 35.2
CassiIerile 3.2 3.3 3.1 2.9 4.1 4.0 3.6 3.0 2.7

Ores Contanng Tn 2.3 2.4 2.3 2.1 3.0 2.2 2.5 2.2 1.9
FounckyTIIl 0.2 0.4 0.4 0.2 0.2 0.1 0.1 0.2 0.1

Gold (ths. Jcgs.) 1.3 2.0 1.6 5.6 3.5 2.2 1.9 3.8 3.8 2.1
Diamonds. lubiash (ths. carats) 8.0 5.8 5.7 5B 6.9 6.9 8.7 8.0 8.0 8.9
DiamcIIlds. Kasai (lhs. carals) 2.2 1.0 0.4 62 11.6 13.0 14.5 11.6 102 8.6
CoeI 137.3 129.4 123.7 109.4 1~.3 72.2 96.1 108.6 91.8 100.0
CrudltOl(ths.bamtls) 6,766.9 7,668.9 8,384.6 9(497.0 11,704.5 12,225.4 11,864.4 9,449.6 10,721.2 9,779.6
Sou.n:e: Bank ofzaire (various years).
a thIass otherwise incfeated.
b DscIlne In production from 1975 to 1979 is due to the dosing of the Benguela Railway.
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Appendix Table 11 - Index of Manufacturing Production (1970 =100) (i
19iO 1971 1972 1973 1974 1975 1976 1977 1978

ConsLmplion Goods 100.0 111.8 117.8 127.1 140.0 122.4 120.5 121.5 105.6
FoodaIuffs 100.0 106.2 124.0 123.8 132.7 125.2 116.4 128.6 128.1
Bawrages 100.0 113.3 122.9 140.0 161.6 140.4 131.8 123.5 113.4
Tobecco 100.0 96.5 1102 117.1 194.6 109.5 79.4 73.6 78.9
CIoting 100.0 124.1 98.2 107.0 102.7 123.9 108.2 94.0 102.7
PmtIld Fabrics 100.0 118.8 126.0 153.8 149.5 137.7 163.4 144.7 110.4
Shoes and lea!her 100.0 106.0 98.1 109.0 85.9 57.5 72.4 81.2 38.7
ChernicaI Products 100.0 106.8 118.3 133.7 154.2 102.7 139.7 126.3 113.6
PIasIics 100.0 1032 126.8 160.3 160.6 "158.5 142.9 170.7 152.5
Metal Manufacturing 100.0 135.6 159.3 153.4 140.7 61.1 112.1 97.6 127.9
Printing and Other 100.0 98.5 113.9 111.5 129.5 157.1 155.9 219.1 69.3

EqUpment Goods 100.0 94.4 97.5 110.1 117.7 118.1 101.0 98.0 84.5
Tutile Spindles and Looms 100.0 89.2 88.7 95.9 110.3 103.2 118.1 109.3 69.6
Baic Chemicals 100.0 103.5 109.4 152.9 126.2 135.7 104.1 94.7 72.8
Mec:hanicaI Goods 100.0 89.9 99.0 "96.8 102.9 97.7 81.0 92.0 90.1
Transportation MaleriaIs 100.0 78.5 113.1 145.0 207.9 164.1 106.8 185.8 218.2
Nanferrcus Metals 100.0 112.5 107.6 118.5 127.5 131.0 93.5 90.0 97.2
Wood Processing 100.0 79.8 81.2 89.1 89.3 75.0 53.7 60.6 43.5

TotIIII 100.0 105.5 110.5 121.0 132.0 120.8 113.5 112.6 98.0



---
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1979 19:0 1981 19:12 11m 1004 1985 1886 1937
Consumption Goods 93.3 92.5 93.8 84.5 83.8 86.8 98.3 102.4 106.9

Foodstuffs 155.0 124.0 125.1 99.9 90.2 19.6 91.6 97.0 103.7
Bevwagea 78.2 73.8 82.5 87.7 91.7 110.1 116.4 124.2 139.2
Tobacco 58.3 55.0 58.2 90.1 95.6 101.1 113.9 123.0 139.7
Cblhing 75.9 114.0 82.7 58.8 60.7 52.4 51.0 61.3 60.3
Pmllld Fabrics 110.5 126.0 106.2 94.5 103.0 113.5 109.2 119.0 101.3
Shoes and Leather 30.5 26.0 38.5 37.9 54.3 19.3 20.3 24.9 25.0
0MIrnicaI ProducIa 107.4 96.0 93.6 102.6 95.9 117.1 151.5 144.9 149.2
Plaatica 95.6 89.4 110.5 116.4 133.2 150.2 160.0 167.7 117.3
Metal Manufaduring 113.5 152.8 169.8 102.4 87.4 76.4 98.3 130.8 102.3
Printing and Other 87.9 74.5 89.9 83.9 74.4 87.7 81.8 78.6 70.3

EqUpment~ 84.4 82.1 85.9 81.7 83.3 81.6 19.0 80.8 81.6
Textile SpincIIes and looms 87.8 93.5 91.7 81.8 72.3 64.4 42.5 55.0 50.9
Buic ChemicaIa 81.5 88.6 85.0 95.4 126.1 118.0 118.9 97.4 141.4
Mechanical Gooda 96.4 61.3 63.9 71.2 59.4 73.0 95.2 97.6 94.0
Tnsnsportatian Mat8riaIa 185.4 150.1 193.8 127.8 175.0 181.1 216.5 199.0 131.5
Nonferrous Metals 69.0 773 82.2 83.3 82.5 75.9 69.5 70.0 79.0
Wood Proceasing 49.1 56.7 61.5 60.2 58.2 62.1 58.6 67.7 61.7

TOIIII 90.1 88.7 90.5 83.5 83.6 84.9 91.4 94.6 97.8
Sourr:fI: Sank ofzalrs (various years); IMF, zaire: Recent Economic Developments (1988).
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Appendix TaIt-;c 12- Consumer Price Index for Kinshasaa (1975 = 100) Iii
Year Qnerallndex Food Housing Clothing M1sc:elaneous

(100 Percent) (60.6 Percent) (17.1 Percent) (9.5 Percent) (12.8 Percent)
1974 74.7 79.4 82.4 67.4 83.3
1975 100.0 100.0 100.0 100.0 100.0
1m 180.7 198.1 157.2 142.7 157.2
1977 ~5.4 350.5 216.8 229.7 273.0
1SJ78 453.4 550.2 289.2 371.7 296.9
19N 945.9 1,082.9 731.8 769.6 707.4
1Q80 1,339.0 1,313.2 1,544.5 1,271.5 1,268.3
1GB1 1,813.1 1,828.1 1,861.5 1,843.9 1,646.9
1982 2,470.2 2,488.1 2,760.9 2,298.1 2,230.1
1983 4,375.3 4,254.3 4,592.3 4,342.4 4,634.0
1;84 6,Ei60.0 6,261.3 7,392.1 6,542.0 7,670.0
1985 8,246.9 7,748.8 9,755.1 8,246.9 8,590.1
1986 12,100.3 11,206.6 15,373.3 12,600.6 11,587.8

1987 23,035.5 m,819.4 25,453.4 33,692.1 22,428.1
Soun:es:BanlcofZSim (variOUS years), andIMF, zaire: Recent Economic Developments (1988).
a Estimates of the National fnstitut9 ofStatistics (INS) based upon a basket of 169 items,
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J _.MIle Ix i is! e ~ ~ - I :etail f'rices O' f'eiroleum Pnx!!udlS

1974
11m)

1977
1978
1979

1Q7Q

1984
1985

PremkJmGasolne

0.21
0.36
0.55
0.58
1.47
2.50
4.00
4.00
5.50

12.50
35.00
35.00
33.00
30.00
30.00

Kerosene

zaires Per Liter
0.10
0.14
0.14
0.14
0.20
0.70
1.20
1.40
2.50
3.50

15.00
10.00
15.00
16.00
18.00

DIesel 011

0.12
0.17
0.17
0.17
0.24
0.71
1.00
1.15
2~

3.00
15.50
10.00
12.50
15.00
18.50

WD BEt WD BEt WD BEt
1~ 25.00 - 19.30 33.60 21.90 39.20
1985 30.00 32.00 23.00 31.00 26.00 31.00
1985 33.00 - 25.00 33.00 28.00 33.00
1986 30.00 - 23.00 30.00 26.00 30.00
1986 33.00 33.00 23.00 30.00 26.00 30.00
1986 33.00 33.00 - - 26.00 30.00

L 31,1987 46.00 45.00 - - 38.50 45.00
~,1987 51.00 - 38.00 47.00 44.00 50.00

5,1987 54.00 52.00 42.00 50.00 46.00 52.00
1,1987 57.00 53.00 45.00 52.00 49.50 55.50
7,1987 59.00 55.00 47.00 54.00 51.90 57.00
14,1988 59.00 55.00 47.00 54.00 52.00 58.00

'oddBank (1985). 12.1/1985. pdce structure reflects dfferences In transportation costs to various provinces: three reference prlc8s are set for the
_I.fn,1, eastern. andsouthern regions ofthe country.
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Appendix Table 14 - Evolution of Exchange Rates

Year ZaJrelllUS$a Zaires/SORa Real EffectIVe Exchange
Aab (1980 • 100)

1970 0.5 0.5
1971 0.5 0.543
1972 0.5 0.543
1973 0.5 0.603
1974 0.5 0.612
1975 0.5 0.585
1976 0.861 1.0 62.7
19n 0.831 1.0 107.0
1978 1.007 1.313 141.1
1979 2.025 2.667 123.5
1980 2.985 3.81 100.0

•1981 5.465 6.349 92.6
1982 5.748 6.349 97.7
1983 30.12 31.53.4 114.3
1984 40.45 39.649 45.6

""1985 55.793 61.284 41.3
1986 71.1 86.969 41.2
1987 131.5 166.554 35.6
1988 274.0 368.722 38.8
1989 454.6 597.4 36.4
1990 2,000.0 2,845.3 30.1
Source: IMF, International Financial Statistics
a End-of-perlod market exchange rates.



AppendIx Table 15 - World Average Annual Prices for Major E@Orts
19iO 1971 1972 1913 1974 1975 1976 lfJTl 1978 1979

US$.1b.·
Copper 64.04 49.02 48.58 8O.sa 93.23 56.10 63.64 59.41 61.92 89.49
CobGIt ($/tuJ)b 4.88 4.96 5.24 6.43 7.20 7.49 9.73 12.32 24.10 54.03
Diamonds (gems) ($ICGl'ats) - - - - - - - 6.20 7.78 10.39
Gold ($/oz.) 35.94. 40.81 58.16 97.33 159.25 161.03 124.82 147.72 193.24 306.67
Zinc 13.42 14.06 17.14 38.16 56.13 33.83 32.32 26.74 26.92 33.61
Coffee

Ar&bica 52.01 44.99 50.33 62.31 65.84 . 65.41 142.75 234.67 162.82 173.53
Robusta 41.44 42.26 45.18 49.89 sa.68 61.05 127.62 223.75 147.48 165.47

Crude Oi ($JbaITe1) - - - - - - - 12.80 12.90 18.60

Price Index (1980 • 100)
Copper 64.6 49.5 49.0 81.3 94.1 56.6 64.2 59.9 62.5 90.3
Cobe1t ($/tuJ)b 8.8 9.0 9.5 11.8 13.0 13.5 17.6 22.3 43.6 97.6
Diamonds - - - - - - - 54.4 68.2 91.1
GoId~) 5.9 6.7 9.6 16.0 26.2 26.5 20.5 24.3 31.8 50.5
Zinc 38.9 40.7 49.7 110.5 162.6 98.0 93.6 77.5 78.0 97.4
Coffee

Arabica 3.7 29.2 32.6 40.4 42.7 42.4 92.6 152.2 105.6 112.5
Robuata 28.2 28.7 30.7 33.9 39.9 41.5 86.7 152.1 100.2 112.4

CrudeOi - - - - - - - 37.1 37.4 53.9

...
W
ell



-Appendix Table 15- (continued) I~

191» len l!1l2 1913 111M 19!15 1911) 1!:S7 18 1911) 11m

US$lb.a
Copper 99.12 79.05 67.21 72.23 62.46 64.29 62.13 80.79 117.93 129.15 120.72
Cobalt ($Ikg)b 55.34 44.82 28.53 27.59 27.70 27.84 14.08 15.88 16.73 18.68
Diamonds (gems) ($/carats) 11.40 11.70 11.30 11.90 11.70 10.50
CkId ($roz.) 607.67 459.15 315.80 422.47 360.36 317.18 367.68 446.52 437.15 381.28 383.51
Zinc 34.52 38.37 33.78 34.68 41.82 35.53 34.20 36.20 56.26 15.12 68.85
Coffee

AnIhica 154.20 128.09 139.72 131.69 144.17 145.56 192.74 112.29 135.10 106.96 89.15
Robusta 147.15 102.91 111.04 124.12 138.18 121.24 148.32 102.34 95.11 75.69 54.99

Crude Oi ($n)arrel) 34.50 35.70 33.80 28.00 27.40 25.70

Price Index (19~ - 100)
Copper 100.00 19.8 67.8 72.9 63.0 64.9 62.7 81.5 119.0 130.3 121.8
Cobalt ($Ikg)b 100.00 81.0 51.6 49.9 50.1 50.3 25.5 28.7 30.2 33.8
Diamonds 100.00 102.6 99.1 104.4 102.6 92.1
Gold ($roz.) 100.0 75.7 61B 69.5 59.3 52.2 60.5 73.5 71.9 62.7 63.1
Zinc 100.00 111.2 97.9 100.5 121.1 102.9 99.1 104.9 163.0 217.6 199.4
Coffee

Arabica 100.00 83.1 90.6 85.4 93.5 94.4 125.0 72.8 87.6 69.4 57.8
Robusta 100.00 69.9 75.5 84.3 93.9 82.4 100.8 69.5 64.6 51.4 37.4

Crude Oil 100.0 103.5 98.0 81.2 79.4 74.5
Soun:es:IMF. International R:la.'JCiaJ Statistics; Bank ofzaire (various years) (cobalt only).
a Unless otherwise incfcated.
b Converted from pounds using periodaverage exchange rate.



Appendix Table 16 - Budgetary Operations
19ao 1981 1982 1983 1984 1985 1986 1987 1988

Milbns of zaires
BudgetaJy Revenue 3,738 4,859 6,259 10,998 25,994 41,350 45,260 86;835160,210

Income and ProfitTaxes 1,155 1,769 2,166 3,787 8,122 13,794 15,676 33,398 59,332
T8X8s on Goods and services 638 961 1,548 3,108 7,365 9,415 8,444 15,172 18,268
Import Duties 732 1,255 1,489 2,158 5,268 8,697 11,141 20,422 40,365
Export Duties 814 261 223 1,123 3,430 5,258 6,305 9,595 32,987
Other Revenue 398 613 833 822 1,809 4,186 3,694 8,248 9,258

ExpendiIure 3,702 6,251 9,037 12,106 27,212 38,610 50,814 107,896 274,341
Personnel 1,608 2,337 2,780 3,264 5,063 6,615 11,628 20,215 41,781
Goods and Services 947 1,392 2,636 3,754 5,071 8,839 10,936 22,142 117,899
Inl8r8st Payments 413 784 686 1,754 9,031 19,734 19,723 22,507 34,983

Of Which Foreign 336 556 495 1,511 7,910 14,888 12,519 13,676 14,375
Transfers and Subsidies 237 674 987 941 875 693 1,387 2,071 7,102
Invesfmenta 246 745 1,085 647 1,019 956 1,039 4,178 8,396
Arrears Repayment - 224 345 1,210 2,351 3,462 5,534 19,055 19,483

OfWhic::h Foreign - - - 422 930 1.492 1,171 6.776 7.735
Net FmlnCiai & Other 251 96 518 536 3,802 -1,689 567 17,728 44,697

Overall Deficit (-) 36 -1,392 -2,778 -1,108 -1,218 2,740 -5,554 -21,061 -114,131
(Exd. debt amortization)

w...



-Appendix Table 16 - (Continued) I~
1980 1981 1982 1983 1984 1985 1986 1987 1988

Milbns of zaires
0v8raII Deficit (-) -456 -1.718 -3,273 -2,364 -3,814 -2.165 -10.532 -31.726 -131.784

(Inc. debt amortization)
-36 1,392 2,778 1,108 1,218 ·2.740 5.554 21,061 114.131

Financing
Net Domestic 2f37 1.454 3,273 2,364 3,814 2,165 10.532.8 10.763 85.772
BenIcing Syslem 2S7 1.454 3.273 2,364 3.197 1.451 10.087.8 9,466 84.072
Treasury Bills - - - - 617 714 445 1,297 1.700
Net Foreign -3)3 -62 -495 -1,256 -2,596 -4,905 -4.978 6,698 -1,934
Bcnowing 189 2S4 - - - - - 17.363 15,719
Amartization -492 -326 -495 -1.256 -2,596 -4,905 -4.978 -10,665 -17.653
Other - - - - - - - 3.600 30,292

Memoranda Items
GOP 17.182.9 23.780.9 31,110.4 59.134.4 99.723.4 147,263.3 203,416.1 326.946.3 622,821.5
Deficitas % of GOP (ExcI. -0.21 5.85 8.93 1.87 1.22 -1.86 2.73 6.44 18.3

DebtAmorl)
Deficit as % of GOP{lncl Debt 2.65 7.22 10.52 4.00 3.82 1.47 5.18 9.7 21.2

Amort)

Sourcss:Wodd Bank (1985), and IMF. Zalre:Recent economic Developments (various years).



AppendIx Table 17- Monetary Survey
1976 19n 1978 1979 1980 1981 1982 1983

Milbns of zaires-
Net For8ign Assets (broad)b -~7 -372 -954 -1,046 -714 -2,092 -4,590 -18,941

Net Foreign As8eta (narrow) -89 -28 64 260 465 -1,912 -3,427 -16,014
Fcnign Aaaeta 149 245 532 872 1,579 2,231 1,596 9,317
Fcnign Liabilities 239 273 468 612 1,114 4,143 5,023 25,331

Foreign CwJency Deposita -218 -344 -1,019 -1,3'6 -1,178 -180 -1,163 -2,927
PrcMsia IS for External Arrearsc -199 -316 -974 -1.246 -1,032 -1,496 -1,314 . -5,753

Net tJor'Matic Assets 1,040 1,499 2,205 2,330 3,381 5.219 10,554 14.149
Net Clam. on Government 832 1,055 1.578 2,062 2,329 3,784 7,888 10,252
Cnldillo EnlBrprise and Households 386 537 641 879 1.014 1.342 1,931 2,882
0Iher Net Domeafic Aama -In -93 -15 -611 -37 93 735 1,015

Monev Supp!f 738 1.154 1.855 2,OB5 3,367 4,645 8,057 14,002
RevakIation Gains and Losses -45 -67 -683 -948 -970 -2,066 -2,641 -21.231
SDR ADocaticn CounIBrpart 39 39 78 147 270 548 548 2,437

....
w..



AppendIx Table 17 - (continued) Ii
1984 1985 1986 1987 1988 1989 1990 (June)

Milbnsof zaires-
Net For89a Assets (broad)b -24,325 -38,539 -54,459 -96,718 -199,317 -221,531 -296,942

NetForeign Assets (nanow) -21,533 -36,168 -48,641 -86,567 -176,987 -164,954 -228,189
Foreign AaseIB 10,728 13,213 '0,097 57,203 99,653 237,959 232,377
FcnIign Uabiities -32,261 -49,381 -75,739 -143,770 -276,640 -402,913 -460,566

Foreign Cwrency DeposiIa -2,792 -2,371 -5,827 -10,151 -22,330 -56,577 -68,753
PraIrisions fer ExI9malAnearac -4,989 -3,963 -3.440 -5,859 -9.449 -11,278 -13,909

19,343 24.534 39,130 62,311 164,896 152,198 201,180
Net Dc:ImesticAssets

Net CMna an GcMlmment 13,397 14,847 24,935 33,297 118,473 86.794 91.861
a.Rme~~~d~a~ 4,492 6,985 11,437 25,096 43,457 73,510 90.582
oe-NetDomesticAssets 1,455 2,702 2,758 3,918 2,966' -8,106 18,737

MoneySuppif 113.792 23,925 37,996 74,741 169.851 273,605 338,202
Rlt'vU18Iion GakIa and Losses -27,202 -43,207 -60,822 -125,111 -235,974 -394,788 -499,736
SDR~ComIlH'parL _ 3,428 5,277 7,488 15,963 31,702 51.850 65,722
Soun:es:Bank ofam (various years), Annual Reports. and Wood Bank (1985).
a End-d-peliOd.
b 1ncIudBs fot8ign CU1T8l1CYdeposits andprovisions for inports.
c ExcIucfng S8I1Iics payments on extemaIpublic debt.
d SIm ofc:ummcyIn citaJlation anddemandand tilT18 deposits, including deposits ofsubordinate public authOlit/es

will commerr:iEibadcs.



AppendIx Table 18 - Commodity Corrposition of Exportsa

191) 'f.B1 1~ laB 19M 1915 l!l16 11117 lQ!11
Copper 1,033..4 157.0 790.5 822.0 670.5 826.8 843.4 843.4 1,218.4

GECAMlNES 957.9 694.5 740.8 750.4 624.7 655.1 797.0 797.0 1,135.0
SODIMIZA 75.5 61.3 49.7 71.6 45.8 39.7 29.8 46.4 83.3

Vobne ("000 mns) 470.8 440.6 542.6 525.6 482.2 503.0 499.2 509.3 466.3
GECAMlNES 436.7 404.6 508.2 479.8 449.3 474.3 481.3 481.3 438.3
SODIMIZA 34.1 36.0 34.4 45.8 32.9 28.7 18.0 28.0 28.0

Unit Values~) 129.5 91.9 73.0 71.0 63.1 63.7 62.7 15.1 117.5
Ocbal 377.4 139.1 159.0 120.8 236.2 235.7 149.7 133.7 217.0

Vobne ("000 tons) 6.9 3.4 7.3 9.5 12.6 9.3 14.1 10.2 15.3
UnitValJea~) 32.5 21.9 11.0 5.8 8.5 11.5 4.8 5.9 6.4

2ft: 20.8 70.7 43.1 50.2 53.3 49.1 48.3 37.5 64.3
Vobne ("000 ma) 29.6 87.0 5liJ) 66.6 63.0 70.7 71.9 51.6 62.2
UnilVaIues~) 43.0 42.4 3(J.7 34.0 38.4 31.5 al.5 32.9 46.9

SiMr 53.4 17.7 16.6 11.8 6.7 6.5 7.7 6.5 6.9
Vobne ("000 leg) 83.5 57.5 71.8 33.1 25.4 27.0 44.9 31.0 34.0

- UnitValues (US$lt.oz) 25.6 11.6 7.8 11.3 8.5 7.7 5.5 6.7 6.5
Gdt/J 31.2 22.4 21.0 72.7 60.2 31.2 25.6 46.7 40.4

Vobne ("000 tons) 1.6 1.5 2.0 5.3 6.0 2.9 2.8 3.8 3.5
UnitVakles (US$fc) 797.3 552.6 367.3 426.7 322.6 345.9 305.4 392.5 373.3

Diarlltiada 113.2 16.6 76.2 139.0 217.0 199.1 228.5 197.4 277.6
Vobne ('000 C3Rds) 10.0 6.6 6.7 11.7 18.1 19.6 23.3 19.6 18.3
UnitVakles (US$Ic) 14.8 13.8 12.5 11.9 12.0 10.2 9.8 10.0 15.2

.......



AIQndix Table 18- (ContirIJed) Ii
191) 1931 1912 1183 S4 1!B5 1!B) 1917 1!l!B

CrudeOi 227B 273.6 273.8 236.2 330.3 300B 146.5 192.2 143.6
Vobne rooo bbI) 6.6 7.7 8.1 8.5 12.1 12.0 11.7 11.5 10.6

ZAIREP - - - - 1.8 3.4 4.0 4.0 3.8
a. - - - - 10.3 8.6 7.7 7.6 6.8

UnitValJes (US$IbbI) 44.9 42.1 37.3 28.0 27.3 25.1 12.5 16.7 13.5
Calfee 162.7 112.0 104.9 116.5 211.6 153.6 437.3 168.7 97.8

Vobne ("000 1llnI) 74.1 67.6 68.0 69.5 78.9 65.5 145.8 104.8 57.5
~ValJes (US$II) 1.3 0.9 0.8 0.75 1.22 1.06 1.36 0.73 o.n

fUlber 19.5 18.9 11.0 15.0 10.6 7.5 7.8 10.3 11.8
Vobne ("000 Ions) 19.5 18.5 14.9 15.9 14.6 11.0 13.9 10.6 10.0
tntValJes (US$II) 0.6 0.5 0.4 0.42 0.33 0.31 0.25 0.44 0.54

0IIw 134.1 94.3 92.7 101.6 121.6 156.9c 98.1 108.6 127.4
Tolal Exports, '.ab. 2,268.6 1,677.9 1,600.8 1,685.8 1,918.0 1,852.2 1,845.3 1,728.4 2,205.2

GECAMlresd - - - 933.2 920.9 949.7 860.8 974.7 1,423.3
0Ihrilr - - - 752.6 997.6 984.5 770.3 731.9 . 781.9

Sourt:es:IMF.lai'e: Recent Econorric Developments. vaJious issues.
a Va'uss in nilions 01U.s. dollars; volume and unitas indeat9d).
b tx:kfespartlyunretine3gold.
c h:::b:f9s aiPane sale d US$24.9 fTil6on.
d &potts d~ cobalt. z!!!!;. !:I-xIsilver.

--
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ADDencfIX Table 19 - Balance of Payments -
1979 1980 1981 1982 1983 1984 1985 1986 1987 1988

MflbllS of SDRs
CurrentAcc:olmt 113 -226 -518 -536 -327 -317 -215 -341 -501 -516
Tra:Ie Balance 563 ~6 218 275 442 724 656 478 270 419

Exports, to.b. 1,420 1,743 1,423 1,450 1,577 1,871 1,825 1,572 1,34~ 1,642
Imports. f.o.b. -857 -1,167 -1,205 -1.175 -1,135 -1,147 -1,169 -1,094 -1,079 -1,223

ServicM -441 -944 -937 -947 -933 -1,222 -1,013 -923 -880 -1,030
Rec:e~ 62 104 128 76 109 138 151 161 203 138
ExpendiIures InIBr8et -503 -1,048 -1,065 -1,023 -1,042 -1,260 -1,164 -1,084 -1,083 -1,168

lJrveqmed Tre."l8fe!'s -9 142 201 136 165 81 142 104 109 95
Private - -61 -3 -8 3 -89 -54 -53 -54 -SO
0IIiciaI -9 203 204 144 162 170 196 157 163 145

Capit&I Account -92 2 -119 -103 -198 -216 -161 -99 51 -67
0IIiciaI CapiIaI 0 -17 -143 -161 -181 -275 -272 -158 -38 -2
~ - 292 213 172 136 132 155 230 340 307
ArrICrization - -309 -356 -333 -317 -407 -427 -388 -378 -309

Priva!B CapiIaI and -92 19 24 58 -17 59 111 59 89 -65
Net Emxs and Omissions

0wnI Balance 20 -224 -637 -639 -526 -534 -376 -440 -450 -581
Fnldlg hem. -20 224 637 639 526 534 376 440 456 581
ArreIn - -1,017 114 361 -456 -74 -51 -24 -30 483
Debt Resc:hed16lg 34 1,270 321 137 909 466 411 468 567 124

& Oller Finsnc:inga
NetMn:I Crecit -10 -8 114 86 104 104 65 -13 3 -78
0Iher Res8nl'Mb -44 -21 89 55 -32 37 -49 9 -84 52
Soulce: IMF. Balance ofPayments Statistics.
a OIhBrtinancing consists ofT~;FundAccounts andSubsidyAccount Grants for 1979-82.
b Net oicounterpartitems.

I-~
Co)



144

Appendix Table 20 - Terms of Trade In SORs (1980 • 100)
Percont

Year Export Prices Import Prloos Terma of Changl'ln
Trade Terms of

Trade
1967 40.7 21.5 189,3
1988 44.4 20.9 212,4 12,2
1969 48.4 17.7 273.4 28,7
1970 50.1 23.3 215,0 -21,4
1971 37.8 27.1 139.5 -35.1
15172 36.8 30.4 121.1 -13,2
1973 68.9 :39.1 176.2 45.6
1974 85.9 57.4 149.7 -15.1
1975 57.8 59.9 96.5 -35,5
1976 65.7 60,0 109,5 13,5
1977 71.4 65.6 108,8 -0.6
1978 73.3 74.3 98.7 -~,4

1979 95.1 87,4 108,8 10,3 .
1980 100.0 100,0 100,0 -8.1
1981 84.6 101.3 83.5 -16.5
1982 76.8 97.3 78.9 -5.5
1983 79.7 95,5 83.5 5.7
1984 78,6 93,0 84.5 1.3
1985 75,8 91.9 82,5 -2.4
1986 81.3 100.9 80.6 -2.:3
1987 82.0 110.8 74,0 -8,2
1988 108.3 118.1 91.7 23.9
Source: World Bank, World Tables.



Appendix Table 21- RelativeRetailPrices of Staple Foods. Kinshasa. 197J to 1988
1970 1971 1972 1973 1974 1975 1976 1977 1978 1979

Manioc Chikwangue
Manioc Cossette
Bansnu
Peanuts
Rice
Bread
Maize

103.7 97.7 98.6 125.3 111.7 93.7
89.2 161.4 101.0 150.2 145.1 117.0
51.0 51.7 56.4 61.3 73.8 81.5

174.2 178.4 793.1 194.0 376.5 395.2
357.8 402.8 369.5 285.6 181.0 223.3
277.1 259.9 282.6 260.7 267.3 3J5.2

1,523.8 1,527.2 1,637.1 1,471.7 1,143.5 1,324.5

92.6
114.4
87.4

260.2
214.9
311.2

1,068.2

121.4
139.1
82.7

367.4
252.3
354.9

1,126.2

119.7
144.4
102.7
395.7
374.5
264.8
981.9

112.4
131.1
120.9
367.6
3J3.9
171.9

1,073.0

198) 1931 1~ 1583 1!1J4 19:15 1985 1937 19S
_we 91.9 85.9 106.0 100.8 120.0 144.6 155.5 151.2 108.5

_tte 98.0 84.6 114.3 110.6 112.7 94.8 18.8 86.7 85.2
100.2 73.4 75.1 84.1 102.1 96.4 86.5 94.4 89.8
370.1 335.2 289.1 271.1 237.2 359.8 376.2 288.0 264.5
266.0 ~6.2 256.7 266.7 148.0 151.8 145.3 118.1 160.1
125.4 1C'.6.3 109.2 135.2 127.8 122.2 131.9 110.6 130.0

1,014.1 008.3 970.6 946.4 889.4 185.2 824.2 695.4 779.9
__r:s: Republic ofzaire 1989b.
Nota: Prices are relative to the general retailprice indexpublishedby the Econonic and Social Research InstitUte (IRES). University

ofKinshasa.

....,.
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AppendIx Table 22 - Salary IncfJCeS of Private and Public Sectors (1975 - 100) Ii1974 1975 1915 lrIl7 1978 1979 198:) 1981Consumer Price Ind~ 74.1 100.0 170.9 278.9 428.8 965.0 1,420.4 1,977.5FrivaJB Sec:IDr
NoninaI - 100.0 131.4 159.5 206.9 2"'.3 453.6 721.6Real - 100.0 76.9 57.2 48.2 2B.7 31.9 36.5PublicAdministration
Nominal 88.7 100.0 127.9 133.4 155.7 320.3 371.5 468.9Real 119.7 100.0 74.8 47.8 36.3 33.2 26.2 23.7Minimn Legal Sa1ary
NoninaI 85.8 100.0 131.4 137.1 157.1 209.9 222.8 229.6Real 115.8 100.0 76.9 49.2 36.6 21.8 15.7 11.6

1932 1~ lIB( 1935 1935 1987 1988 1919eor-.nerPrice Ind~ 2,727.4 4,688.5 7,437.4 9,209.3 13,511.1 25,724.4 42,689.5 67,662.9PriYaIB 5ec:tcr
Nominal 1,172.1 2,510.2 5,613.3 6,637.8 9,863.8 16,482.4 34,784.7Real 43.0 53.5 75.5 72.1 73.0 64.1 81.4Pub6cAdministration
Nominal 593.1 584.5 1,189.1 2,142.6 3,430.6 5,759.8 9,549.7 16,826.7Real 21.8 14.6 16.0 23.3 25.4 22.4 22.4 24.9Mnmum Legal S8Jsry
Nominal 261.4 665.1 1,001.8 1,001.8 1,801.8 1,801.8 1,801.8 1,801.8Reel 9.6 14.2 24.2 19.6 13.3 7.0 4.2 2.7Soutr:»: Bank ofZslre. Annual Reports.

a WeIg!::6daverage ofprice indices fermarket- andstore-purchaseditems.
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