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Interest and Terms of Repaymient:  The Borrovwer shall repay the loan
to A.1.b. in Cnited SLttvh Dollars within forty (40) years from the
date of the first disbursement under the loan, ‘including a grace
period of nor to exceed ten (M) years from such date, Borrower
stall pay to ALLLD, in United States Dollars interest ar the rate
of two percent (27) per anmum during the grace period and three
puercent (37) per annum thercafter on the ovutstanding dishursed
balance of the loan and on duc and1unpaid interest,

Procuremont will be ru.Lrlctud to A.T.D. G;obraphjc Code 000.

LVlanLL acceoptable to A.L.D. of confinucd negotiations in guod
taith Fy che GUZ en a standby agreemént with the TMF,

Yvidence aceeptable to AJL.D. of continuad progress in imple-
nenting the econonic and mueagement reforms agread to by the GOZ
in the communique issued at the Brussels coniervace of Junce 1978.

Evidenée acceptable to A.f.d. that specific Government actions
- are being implemented to resolve those problems identified in the

Project Paner as overriding constraints to the improved clficiency
of the agricultural mavketing sector in Zairce.

Agreement by the Government to  the terms and condltions of eli-
cibilicy of recipients of loan proceeds,

Agreement for periodic consultations betwcen—the COZL and A.I.D.
in the impleceatation of the loan and end-user surveys on the
utilization of loan proceeds,

Loan funds pay not be used [or the purpose of promoting or aug-
nenting, directly or indircctly, any military or paramilitary
operations in Zairve, ‘ '

Commodities procured under this loan may not be used in the pro-
duction of paln oil, supar or citrus products.

Such other terns and conditions as A.T.D. nay deem advisable.
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SUBJECT: Agricuisural Market Succort Lcan - Zaire (560=-K-D25)

2RCELSM:

Your acproval is required %o execute a loan of $5,400,3CO from the Securicy
SugreoreTing Assistance avorcpriation %o Zaire (GCZ) for agricultural market
suprpore (Lcan No, 850=X=223)

Discussicn:

A. Protact Tescriztion:

The procrosad loan will assist the GOZ by vroviding additional foreien
exchange resources Zor the purchase of equicment and sucplies needed .
) %0 rebuild the agricultural marketing infrastruczure in Zaire. Items
O -ncor:ed under this loan will vermit an expansion in the narketing

- 6f fzodstuffs from small farm oroduction areas to urban consumction
centers, chershy reducing the need to utilize scarce Zoreign exchange
for faod ‘ﬂtor'~ Categories of commedities to be financed are limiced
0 agr:cultural egquirment and surplies %0 assist in <ranster<s, storage
k. and d;;.—-“uc.on of Sasic fccdstuffs., Cormodities will include txuacls,
§ gare parts, storace handling and srocessing equizmant, and comzonent
Tar=<s. Jo agricultural chemicals or soraying esquicment wvill be financed
by <he lcan.

. In ccnjunction with <he administrative and zsolicy ra2form neasures 9
-4 te taken 5y the Govermment under its Agriculzural Recoverv Prcgram of
: which ev nlements are stelled out telcw, such as an incrzased share
2f :he “ub ic invastment sudcet allocated %2 the acriculzural seceor,

<he items financed under the loan will zrovide a larzer and more

{f‘ ef‘::;ent 3<aracge and <z2¢d handling cacacity, and accorade <he carpabilisy
k- of whe truck hauling £fleet <o ::ans;or: focdstuffs Irza the rural areas
R £o the nain consumption centers.

-

It is also intended <hat,coincident with the drawdcwn of the lean, the
3 32 will take measures nfecessary to srovide 2concmic incentives,
: inclu in higner srzducer arices, and <o enccourace ‘nc:eased agrizuleural

crzduce cn, sarsicularly for these croes oreduced by zmall rural farwers,
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i.e., corn, rice and marioc. Tccether with such measures, “he ilmprove-
ments in the agriculstural infrastracture in Zaire financed under the
loan will contribute w0 alleviating the balance cf sayments crisis bv
reducing the loss and spoilage of fcodstuffs and lower transpors costs
wnich, in turn, will Jdecrease urban focd costs, increase agricultural
groduction and allaviate one of the important ccnstraints %o the
develocment of the raral sector in 2aire,

Financial Surmarv:

The loan will orovide $5,400,3C0 of Security Suvpociting Assistance
funds., The loan €unds will be used to finance 2rivate sector imporss
only of commedities noted in the Project Pager, Annex I, Commodity List.

Prior to disbursement »7 these loan funds, the GCZ and crivate sector
inporters will have o agree to the terms and conditions noted in the
PAAD.

Sccio-Zconemic, Technical and Snvircnmental Descrintion

The project will provide, through the G0Z, foreign exchange £o Fualified
ivate sector aaricultural marketing agents, These agents will have to
have arproved financial arnd orerationral plans which include exverditures
of local currency for gools and services to improve their firm's
onera*‘*c efficiensy tefore they 2an draw down funds, In addisien, these
agent s' orerazions will te sub-ect £3 AID end-user surveys. I an agent
fails +o use the loan funds fcr the intended zurposes of the projecs,
che GCZ may e recuirad by AID %o make a suitable restituticn.

Thus, althouch these non-croiect lﬁan funds will te channeled to

orivate sector agricultural marketing agents, we fully anticicate the
loan funds will surport zhe obiectives of relieving some of the difficult
censtrainets facing Zaire's agricultural marketing sub-sector. This can
cnly serve to raise incomes of small farmers who are unable and,under
cresen b-rd-t“ors, wwilling <o make the additicnal investmenzs for
increasing zreccduction.

Thers are no significant %technical issues involved in the creposed lcan.
USAID/Zaize has praven exter:ance in imolementing CI2 loans and anti
izat2s no prcblems in isplementing the loan.

The Christopher Zommittee sn Human Richits has voiced ne obiection to
the prcorosaed lcan. An Initial Znvircnmental Sxamina=ien was underzaken
and 3 necative determinaticn is raceomrended,
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Z. Commicszea Acticn and Zaoncgressional Wornificazicn

The Prosect Committee reviewed the sabject oroiect on Aucust 17, 1878,
Subsequent to that meeting, and follcwing ¢he general reccrmencations
frem that meeting, Mission representative Zdward Xrowitz, assisted by
AFR/DR, redraZted the Project Parer. The ravised 2aper was reviewed
by the Project Committee on September 5§, 1973 and the Committee re=~
commenced that the project be authorized by AA/AFR.

The project was not included in the TY 1978 Congressional Presentaticen,
Consequently, an Advice of Program CThange was submitted to Congress.
The f£iiteen dav waiting reriod expired on Septexkter 5, 1978,

The individuals respongible at the AID Missicn in Zairs for immlemantation
of the zroject will be the Chief of the Acriculture Division and the
Supply Advisor. The AID/W backstceping officer in the Africa Sureau

will be Jocseph Carroll, ATR/DR/CAVARAP, Mr. Viragh will be <the main
technical backstopping officer for the project Jor SIP/CCTH,

RECTMMENDATICN:

That you sion the attached PAAD, *hereby authorizing the prccosed loan, and
that you approve t“he Negative Determinatisn recommended in Annex II, “"Iani«ial
Snvironmental Ixamination” ia the atzached Project Paper.

ATTACHMENT:

1. AN

2. ?Pr~ -t Parer

. . ,"". -l

ASR/OR/SCP :MNixon il U Naee:r T/y”
ATR/CAWA :FScorda;o Ty tate: /S0
AFR/DP : SCovar, L& date: /7 /=y
FC/ATR :IZ2racon .. Sa%e: 4
USAID/Zaire:ZXrowizz (draie) Tate: 3/8/73
SAA/ATR DorTh —{/ Tat=: AR

s 1
ORAST:AFR/DR/CAVARAP :5Thorpson:mih:9/7/78:29C64
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AGRICULTURALMARXET SUPPORT LOAN - <Y 78

ZAIRE

Sumnarr of the ?ronosed Loan

An AID loan of 55.3 =aillion from ¥Y 73 Suppvorting Assistance (SA) funds 1is
proposed to the Govermment of Zaire (GOZ). This porposed loan will assist
the GOZ bv providing additional foreiyn exchange resources for the purchase
of equipment and supolies needed in helning to rebuild the agriculture
marketing inmEs:ructure in Zaire. The items imvorzed under this loan will
allow an expansion in the zmarketing of foodstuffs from small farm nroduction
areas to urban consurmtion centers, thereby reducing the need to utilize
scarce foreign exchange Zor food laports., Catezories of commodities financed
are linmized to agricultural equivment and supplies to assist in tramnsoort,
storage and distribution of basic foodstuffs. fommodities will include
trucks, spare parts, storage handling and processing equipment, and component
parts. No agricultural chemicals or spraviang equipment will be financed by
the loan. T,
As noted the loan will provide foreign exchange to finance imports of supolies
and equirment to assint in the recovery of the agricultural sector in Zaire.
Since 1974, zhe country has suffered a worseaing balance of navments oroblem,
caused by a drop in mineral export receipts due to the sharo droo in world
denand for its chief exver:, couper,and the continued high level of demand

for lmpor-ed goods. The continued long-term decline of 1%s oproduction of
agricultural products hasceemerxdithe foreizn exchange crisis and caused severe
£ood shortages ia urban areas. As agriculzural production declined, food
imports went uo dramatically and agricultural exmorts declined, The general
lack of Zoreign exchange has also led to disinvestment iu ctne agricultural
sector, axacerbating the problem still further.

The disruotion of copper oroduction caused by the receat iacursion into
Zairae's copper mining region has accentuated the decline in the countrv's
foreizn receipts.

As exports declined, the GOZ failed to curd foreizn demand f{or imvorted zoods,
and did not reallocate resources =0 Jotantial exvor: sectors such as agricul:zure
20 overzome :rade imbalances. As noted, the stagnation ia agricultural
producsion has also reduced supolies of domestic focdstufis, as well as

reducing exvorts of agricultural osraducts which, in the past, have accountad

for up o 40 perczent of export receints.

At the raceatlwv convened meeting of donor reorasentatives in 3russels in
June 1973, the fGoveranment aarsed to uncderzake 3 serias of financial and
2conenic raforms 9 deal with the eccnenmic ‘arisis. In accordance with the
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commitments made bv the Govermment, MT recruited economic advisors have
been installed in superrsisory nositicns at the central baank, and additioral
experts are expected to he aopoianted ia the near Zuture to the Ministrvy of
Flnance and the Customs Sarvices. The Govermment has entared negotiations
with the Iaternational Monetary Fuad Zor a remewal of the Second Standbv
Agreement to provide short=-term bYalance of pavments assistance, which will
include 3s conditiarssrovisions Ior reductions iz the Government's budzet
deficits and new effective economic austerizy measures. The G0Z has also
indicated its intention of devoting more of its domestic resources to
development activities, narticularly for the agricultural sector.

The provosed loan {3 designed to provide financine for the purchase of

capital oquipment items, such as trucks, storage and grailn handling faciiities
and other items, to improve the efiiciency of transvorting, storage, and
marketing of foodstuffs at the secondary storage and collaction noiats ia

the rural areas. The transoort, storage and grain handling items £inanced
under this loan will increase the suopaly of domestically produced foodstuffs
in the cities, thus decreasing the need to use scamc= foreign exchange for

food purchases.

It 13 also intended that, coincident with the drawdown of this loan, the GNZ
will take measures necessary to provide economic incentives, including higher
producer prices, to encourage increased agriculrural sroduction, sarticularlv
for these crops produced bv small rural farmers:.orn, rice and manioc.
Together with that measure, the improvements in azriculrural infrastructure
in Zaire financed under :this loan will contribute to alleviatiang the balacce
of pavments crisis Yv reducing the loss and spoilage of foodstuifs and
lowering transvort ccsts therebv decreasinz urban food costs, increasing
agriculcural produczion and allaviatizg one of the important constraiats to
the development of the rural sector ia Zaire.

The oroposed loan will have a tarm of 40 vears from the date of the first
Isbursement, including a grace period of not to exceed 19 years. The
Ty

interest, pavable under the loan, will be at a rate of 2 perceat 2er annunm
duriag the grace period and 3 perzent per annum thevreaZter,

Loan Analvsis
2P ATl

A. General Zconomic Querriew

Over the past four 7vears, Zaire has suffered a serious balance of pay-
zents deficit, caused bv a sharn decline 1ia covver orices and worldwide
demand for copper, exacerbated dv 3 continued rise in the orices of
iaperess followiag the sharp iacrease in oil oricee i3 1973. Apnrooriate
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domestic monetarvy aand fiscal peclicies have not been followed and
large zovernment budgzetary deficics, as well as a —onev supwply
increasing at a rate of 43 percent per annum, have caused a rate of
inflation averaging over 50 ocercent per vear for the last two vears.
Zxpansionary domestic and import substituticn policies have increased
demand for izported consummtion goods and raw materials, thereby
increasing the pressure on shrinking foreign exchange resources.
Resources allocation policias have neglectea the rural agricultural
sector which, during the period irmadiacely following Independence,
had supolied up to 40 nerceat of the country's exvorts. The deterio-
ration in the rural <ransnort network, the nationalization of the
oplantation seczor, and the discouragement of private sector investment
furcher pushed the economy's dependence towarcalimited numher of
mineral exports which are wullexatle to sharp worldwide orice fluctu-
ations. The receat events in Shaba Province, the major copper
producing center in Zaire,”a short while curzailed cooner oroduction,
For the curreat vear 1973, it s estimated that the country's overall
deficit will reach approximately $463 million, while its level of
imports will be onlv one half of the level imporzed in 1972 in real
teras,

The present political leadershin of the countrsv has, since 1965, aimed
at rapid ecornomic growth while decreasing the influence of foreimm
econcaic interests ovar key ecnnomic sectors. In 1968-73, GDOP grew
by about 7 percent per annum while the rest of the iavest:ent was as

hizh as 23.5 nercenz. The hizhest growth rates occured in manufacczuring,

construction and services (including government),and, to some extent,
in aining and vower zeneration activities. The agricultural sector
3rew at an average annual rate of 2.5 percenmt, lower than that of
population.

Jata on the distribution of overall investment Sv economic sectors are
not available. Indications from gzovernment investment data, and from
the projeccs approved Sy the Iavestment Committee, are that a large
share of Investment went into mining, manufacturing and nower. The
Sulk of investnmeat rook place in urban areas and regions of Rinshasa,
3ag-Z1iire and Shaba, where incomes wera higher and zrowing faster thaa
elsewhiere in the countrv.

The high rate of outwsut growth in 1968-73 did not reduce the countzv's
depencdence on aineral expor:s (particularlwv of cooner) ‘or securing
its financial resources. ‘lew manufacturing industries have deen
sostly substitutiag laports of consumer zoeds. However, thev generatad
new demand for imported raw materials, so that the import demendence
of the econcmv remaized unchanged or increased, As »roctection Srom
foreign competizion was assuraed through tax 2xemptions, cuantitacive
impors restrictions, and low %ax rates on impertad capital ar inter-
nediata zoods, the 2rowth cf iadustry did not s ificantlv axoand the
tax dase. Mineral excorts aczounted Zor about arcent, with

copver ind cobalr exrorts alone amouating =o N percent of total
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exports ia 1962~3., About 49 perzent of governmment revenues were
derived, on the average, from export taxes of which nearly 85 per~
cent were paid by Gecamines, the Government~owned mining company.
Considerable short-term coover price fluctuations in the world markets
iicreased the uncertaiatlies regarding export earnings and government

revenues and added to the diiiiculties of the country's economic
management.

In contrast to the relatively rapid rate of growth prior to 1974,
gross domestic product has drooved for the past three consecutive
years. Beginning in 1375 zross outnut fell by five sercent in 1975,
a further three perzeat ian 1976, little or no growth fn 1977, and
will likely fall this vear, mainlv due to the economy's overdependence
on one expor: item, copper, and the sharp drop ia copper nrices
starting in the third quarter of 1974, the disruptive effects of
Zairianization measures, the cuytback in mineral production due to the
Shaba iacursion and the shortages of essential imported goods caused
b :no lack of foreign exchange. All sectors of Zaire's economv

have .een adversely affected by high levels of government spending
for non-productive oirposes and large budgetary deficits wich con-
sequent high domestic inflation which have caused serious budgetary
and balance of pavments problems and a decline in economic growth,
particularly in the agrigultural sector, A first stabilization
program was adoptad by the Government in 1975 in consultation with
the IMF and a second progran was adopted in Aoril 1977, Per capi:a
inceme, in real terms renains low, estimatad a: about 5140, for the
countrv as a whole, and cash income In rural areas is considerably
less,

Since 1965, the Zovernmment 2olicies have been directed at rapid
growth of the modern sectors, specifically of manufaczuring, mining
and related acrivities, Iavestment policiles gave orioritv to these
sectors in the allocation of public resources. Wage and bank credit
allocation policies have also been geared to thils objective and
eacsuraged the growth of the modera sectors. The exchange rate
policies and reliance on cooper exmor:ts tended, ia recent rears,

to distort factor drices and hramperad the emergzence of a competitive
and export-oriented industry. The Goverament also intervened in

the resource allocation process by directly determining orices for

a number of agricultural and narufactured commodities. This wolicy
discouraged privates investment and productivity ia agriculture.
Tiscal 9o0licv, mainly zax rebates, attracted orivate foreizn and
domestic favestmeat %9 wnining and manufacturing industries (located
in urban centers), but a0t Io agriculture.
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The stagnation and decline in agricultural nroduction, particularly in
plantations, Iinduced a orocess of rural emigration, on the one hand, and
a return to subsistence farming on the other. This neglec: of the agri-
culture sector was facilitated bv the strong export dezand for cooper

and the hizn orice for the cormodity. Copper prices doubled between 1972
and the second quarter of 1974,

Copper production rose 2575 during this same period. As the single larzest
earcer of foreign exchange (accounting for 60% of exvort proceeds), the
prosperity of the copper industry has been a determining factor in the
overall prosperity of the economy.

Thus, although the rate of sconomic zrowth was relatively hizh, its pattem
seems to have aggravated the imbalance in the economv. Zconomic growt.
occurred essentially in the modern seztor and affected only the regions

of the count~/ which were relatively better off, The denendence of the
economy on a limited aumber of mineral exports continued during the period
and {ts wvulnerability to world price fluctuations increased as the zrowing
urban population and industrial investment were oriented solelv to the
domestic market and depended increasinglv on imports. Since continuation
of past growth rates would be impossibie with this growth pattern (unless
copper prices continued at their unusually high levels), a restructuring of
growth patterns and a restriction on .consumption and revisions in invest-
ment patterns would become necessary.

1. 3alance of Pavments

As the single larzest earner of foreizn exchange (accounting for A0%
of total export proceeds) the prosperity of the coover industrv has
been a determining factor in the overall prosperity of the economv,
dizh cooper pricrs and increasing production 2nded during the latter
half of 1974, when copper prices, which had doubled from the 1967-
68 level, started to weaken. With the sharo decline ia coover
orices bdegzinning ia the third quar=er of 1974, severe economic dis-
locaticns were felt on the economv due to the heavv reliance on a
single exoors oroduct, and the neelact of other sectors such as
agriculcure duriag this period. Copper orices dropped bv =more than
S0% in 1975 from their 1974 hizh., Total axpors receints drooved bv
alzost one~-third by the end of C7 1975, The adverse afiect on the
balance of pavments of the increase in the srices of essential
import i{tems, notablv petroleum orcducts, causeda deterioratioa in
Zaire's terms of trade Yv almost one=third during 1975. The overall
balancs of pavments deficir in that vear reached 5335 wmiilion as

compataec o a deficit of 5220 million in 1974, Zespite the same
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nominal level of izports in dollar terms, imporss {n real terms in
1975 wera reduced cne-hal?, due 29 the sharp orice increase., ToO
finance zhis trade zac, Zaire drew down exchange reserves and Sorrowed
abroad. Debt service savments as a Jercentage of exdor: receints
clinbed from 97 ia 1973 ro 24T in 1975, Ixternal 4ebt, which stood

at 51.7 Sillion ar the end of 1972, increased bv S907 nillion in one
vear. Arrearages on the debt pavments of princisal and iaterest
amountad to S1.4 bHillion {a 1975.

Wich its foreizn exchange virtuallv exhausted, and large am ints of
short-tarm credit falling due, the Government, ia Mzrch 1975,
introduced a Stabilization Program suppeorzed bv a Standbv Arraneement
with the lnternational Menezary Fund (IMF) of PR 41 aillion, Zaira
was able to make use of addifional Furd vesources under the Compen=
sctory Tlnancing Facilicy (SDR 556 millioa) and under the 01l Facilicy
(SDR %33 million). Yowever, as actually carried out by the G2Z, the
1976 Geabilization Program failed to prevent a further deterioration
of the overall ecornomic and financial situation in Zaire., Domestic
production continued to decline, inflation accelerated, and a larze
arrearaze on debt dervice pavments continued to accumulate.

Under the Stabilizatior Ajreement, the fovernment denreciated its
currency by 427, a ceilinqg of 207 was out on wagze increases, aad total
credit zrowth was limited to 22%. Some imorovement was achieved in
the extermal accounts, as the curvent trade deficit was reduced bv
one~half from Z 656 miilion to a 237 million deficit. However, the
Stabilization Program Iloundered because of the Government's inabilitw
to control exvenditures and to limiz domestic demand. The overall
treasury deficit increased o the aquivalent of 397 of sesxnernditures,
or about Z 313 million, as compared to a performance goal of Z 50
million. 3udget revenues,which had been axpected to rise 0%,
increased onlv 13%, due to the countrr's dependence on cooper and
iaports dutles as the chief source of govermment revenues. Arreariges
on debt savacnts Iincreased SDR 77 nillion ia contrast to the intended
tarzet zoal of SCR 50 aillion.
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STANDIY TARMITS AMD PUREARMANCE
TIMER 1974 THT STANDAY ACEIMENT

Jomestic Secnor Tarzet Actual
onEs

=t
————

Budget evenues

(2 aillions) 620 486

(percent increase ov~r orior

7ear) ( 47 (13
dudget Zxpenditures “{1lions) 480 309
Government Jeficiz (I :1llions) 60 13
Jomestic Credit Sxoans:on

(% zrowth) 22 47

Exzernal Sector

3alance of Pavments Deficit

(SDR ail) 26 135
(S =mil) { 37 (156)
Reduction in Debt Pavments
(S 2il) 70 -89 (increase)

A second program was adooted on April 25, 1977, suopported Sv a one-vear
Standbv Agreement with the Fund in the amount of SDR 43 million of whicgh
onlv SDR 5 =illion was actuallv drawn. Ia addi<ion, a second surchase
under the Comvensatory Financine FTacility (SDR I8 million) Srought IMF
€inancial assistance during the 1975-77 nerfod to about TR 200 nfllion.
The 1977 program also failed :o achieve .ts objective, mainlyv because

of the failura of the fairian authoriries to implement solicv stabilization
zeasures and bYecause the economy's continued dedsendeace on cooper and the
continued weakness ia the ianternacional coover market.

The new stabilizacion program aimed at curcailing domestic demand and
demand for imperzs through a ceiling on government Sudgetarv exvenditures,
a freaecze on zovernnment salar? increases and srivate sector wazes, and
suspending indexing of coovper Workers' wages., These measures were axvected
zo0 reduce raal wages bv 13%., The Government also agreed to reduce the
fiscal deficit from 2 313 milliom in 1976 toa 2 1450 mnillion Sv the end of
1377, The performince standbv criteria also included a3 liait on exvansion
of bank credit to 214% in 1977, in contrast to a .378 figure of 47%.

These measuraes, toeether with an exvected $250 —nillion commercial bank
Suradollar loan, were axoected to reduce the balance of omavments deficic
$0 a Iizure of SOR 30 aillionm, including a reduction ia debt arvearages

bv at least $19N =aillion ia 1977 Zrom a total arvearages Tizure of more
than 400 =aillion in 1975,
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The performance evaluation Yv zhe IMF revealad a substantial devparture
from the Standbyv Agreement, therebv triszering a susoension ia IMT
assistance, The overall budzetarvy deficit in 1977 amounted to I 250
oiilion, equivalent to about 30% of Covermment revenues in that vear.
Government wage pavzents in 1977 amountedto Z 350 millicn orv 357
higher than budget estimates. As a result of this expansion 1{a the
budgetary deficit, —oney suvply and import demand incraased, the
overall balance of pavments deficit widened to about 2 300 million ia
that year and, as “efore, was financed entirely by accumulated pavments
arrears toward foreign suppliers and creditors.

Difficulties in adheriag to agreed-uynon tarzets wvere, Iin larcze narc,
due to the rapid and continued growth of Goverument expenditures and
the lack of rigorous control over department budgets and expenditures.
The Tund staff concluded that, in order to achieve a reasonable
improvement {n the Govermment's economic management of the aconomy,
the Bank of Zaire would have to exercise more effective control over
vepatriation of exdort receints, promptly amortize extermal pavment
arrearages and tighrly control foreign exchange expenditures, giving
oriority to essential imports and the expansion of exvort-related
industries. The Government has given 1its agreement for the IMF to
provide foreign esperts who would be placed in the Central 3ank,
Customs and Ministrv of Finance with authority to implement the “ud-
getary and foraign exchange reforms considered essential to the
country's economic recovervy.

Zconomic Preosoects

Even Yefore the May 1978 avents in Shaba Province, it was clear that
larze quanticies of long~-term develooment assistance would be necessarv
to support an economlc recoverv nroqram ia Zaire. The damage inilicted
on zopper »roduction facilicies {s not precisely known at this tize,
However, the disruption in the countrv's major exmorz-oroducing seczor
will only add to the financial Surden required in restructurinmr the
aconomy and oroviding assistance Sor an economic recoverw oroeram,

without Soth stabilization assistance and long-term development suvvore,
the bSalance of pavments defieit would bdecome too larze for the country
to uadertake Soth veform and recovery eflorts at the same tinme.

\o
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It was also cleare bYefore the events in Shaba Province that signi-
ficant amounts of long~-term development assistance, coupled with
serious acononic polics reform bv the GN7, would Ye necessarvy to
briag about a sustained economic recovery in Zaire. The extent to
the disrtuption caused by the Shaba invasion to the ainiag sector

and to the economy as a whole i3 got orecisely xnown. The fGecanines
conplex at Kolwez{, which accounts for 75% of Zaire's coover pro-
duction and 90% of its cobalt production, incurred limited nhvsical
damage and was closed only briefly as a result of the invasion.
Jowever, most of the expatriate staff have departed Zaire, While

it appears that a siznificant number would be willing zo ratum,
their future statuys is unclear. The GOZ i3 reassessing the number
and role of expatriates required 1in the Gecamines operation. Year
noraal oroduction levels have been achieved under “airian danagement
(the GOZ claims that =ining operations are running at 39% of canacitv).
However, there is concerm that this is only a temporary phenomenon
which will end if major machinery breakdowns occur due to lack of
oreventive maintenance and/or an emerzency situation occurs. Moreover,a
sigalficant amount of the equipment at Xolwezi 1is old and mav have

to be replaced,if current production cavacitv is to be maintained.
Gecamines’ problems must be resolved if Zaire {s to achieve solvencv,
However, the current bdalance of pavments situation makes it unlikely
that substantial investment will be made without external balance

of pavment support, Iadeed, without hoth emergencv stabilizacion
assistance and long-tern davelopment suocort, the Salance of savments
deficit would become tco large for the country zu undertake both
etabilizaction and development efforts at the same time. Further,
long-term development osrospects are dismal, even with a healthy
Gacanines, {f fundamental policy reforms are not undertaken v the
GoZ.

The difficulties faciag Zaire in 1973 are compounded »v lang-term
econcmic stagnation caused dy economic mismanagement and neglact of
kay eaconomic sectors such a3 azriculture. 1977 was the third con-
secutive vear in which there was a downturn in production, Nomestic
production was no higher ia real terms than the lavel of 1970,
Inflation continued duriag the first six zonths of 1378 at a rate
slizhtly less than last vear's 70%. As a result, domestic savings
and the level of domestic investments were helow the lavel necessary
to prevent a decrease in domestic production, In addicion to an
estimated $25J million in wrarlv project oipeline disbursements,
wWorld 3ank e2stimates place the balance of cavments support raguired
to finance a lavel of imoorses in 1978 2qual in real terms in che
order of 32C0-300 million #fa additional Zfinanciaz. In addizion o
{inancinz =aininmal imvor: reguirements, Zoire has aooroximatelw $57N0
aillion 1in debt servicze arrearages {a 1977 and anctiar 33909 aillion
due in 1978,
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roreign axchange rTeceipts over the next zhree vears are not likelv
£o orovice Iinancing sufiicient to ourchase the raw mataerialgs
requirec £0 utillize existing productive cavacity and {inance essential
mported consudption requirements. For exammle, in order to reach
the 1972 import levels for 198N in real terms, the external assistance
requirement above export and project »ipeline disbursement of $220
million would require scme $400 million in 1979 and about $9N0 million
in 1980, These assumptions preclude an increase 1a exchange reserves
or payments on extarnal arrvearages and income transfers. Debt=gervice
obligacions alone would amount to about 5500 million per year in each
of these two vears and would represent about cne-third of zhe countrv's
pro‘ected foreizn exchange earnings. See Tables I and II, following,
for Balance of Pavments Prolections,
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TAZLE T

ZATRT STMMARY 2ATANCZ OF PATMENTS, 1970-76
{(in —13ismg of dollars)

1970 1971 1972 1973 1974 1975 1976

Toade 3alimes 217 13 -51 61 -95 188 -13
Zrmer=s, 7.0.3. 800 695 691 1,037 1,346 853 1,016
I=porzs, T.0.3. -383 =632 =752 =976 ~-1,241 ~-1,061 [ 029
Ser7ices (zet) <259 =257 =205 =367 =571 =503 =381
Unequiced tracmsiazs .

(zat) -21 120 6 26 3 15 57

CurTent Acccunt

3alancs =63 =124 =360 =230 =663 ~656 «337.
Mcnetazry capizal
(zet) 42 52 328 338 417 89 223
Applizaticen of SDRs 15 13 13 - - - - A
IrTors and . -
cmissicus (zet) -2 12 11 11 25 30 -“7
Overall 2alance -3 =46 -3 49 <220 =827 =126

Zizanced Sy:
-—=3gses7e Icvesents

(zat) -3 44 -3 69 =33 =173 -47
—-dcommiiacicn of
arzears (zet) - - - - - =129 -39

~=profizs Itcm salas
of 0fiiziall7y held
zold - - - - «127 ‘«20 -

Scurce: Aserican 2zhassy, world 3ack amd IMP staff studies and’prolecsicns.
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Table I A
Zaire's Balance of Payments Estimaces - 1977-78 :
(In =miliion of dollars) ) ¥
Prelininarw Estimaces a

1977 1973
Exporss 1130 1035 B
Izporzs 1043 1150 -
97 (115) ¥
Services (met) -154 -255 $
Transfers (zet) -106 - 39 v
Monetary Capital =50 12 %
Application of SDRs 24 ¥
Errors & Omissions Z
Overall 3alance (213) (463) {
Financed by Reserve Movements =70 -113 ° :
Accumlation of Arzears* -143 =350 !
*Estimated Cumulative ArTearages * i
1975 to 1978 = (=911) ) - g

3

It is estimated that {n additlon o an estimated $2140 nilliom Ia yearly
project pipeline disbursemeats, the balance of rayments supvort reguired
to “iL-1ce 3 level of imports ia 19373 approximacely equal in real teras
to the 1977 level, 1s in the order of $2C0-300 aillion. EZowever, Zoreiga
exchange receipts over the aext three Years are got lixely to provide
finapcing suificient to purzhase the iavestment equirment raquired to
utilize axisting productive capacity and Iinance essential imported
consunption requirements.

NRELTE A e by

F Rty

T

.
i 20

BEST AVAILABLE COPY



Deht Service Prospects

Zaire now rvanks fifth in external government borrowing outstanding
among LDCs with aporoximately $3 Hillion of orivate and government
oblizations outstanding. The debt service ratio through 1980 exceeds
25% of the prospective exvorr receipts. To alleviate the hurden of
these payments on the economy, Zaire's major government creditors
organized the "Paris Club" to hold discussions on Zalre's extermal
debt in 1976, following the country's agreement with the IVF on a
Standby Agreement., In June 1976, eleven creditors agreed to
reschedule outstanding arrears on Interest in 1975 and 1976, as

well as »avments cn principal falliag due in the second half of

1976, The =zreditors agreed on this rescheduling program on the
coundition that Zaire would seek a comparable rescheduling arrance-
ment on its private debts with commercial banks. A second rescheduling
agreement arranged in June and December 1977, resulted ia the
rescheduling of 85% of principal and interest pavments coming due

in 1977. According to preliainarv data, Zaire debt service pavments
in 1978 were exveczed to total 5254 million. Maior creditors are

the Unized States (28%), Framce (22%), Iltaly (13%7), and Belgium (127).

Cradicors agreadto meet in Aoril 1978 to study the debt rescheduling
problem, but postooned the meeting, due to difficulties in negoriating
an IMF standby and failure to conclude a comparable agreement with
srivate debt creditors. The credizors agreed on this rtescheduling
program on the condition that Zalire would scek comparable rescheduling
arrangements on its private dedts with the commercial banks. Public
debt3s to Paris Club memebers owed, bdut not Heing oaid in 1978 are
astimated at 5254 million. If these are formally rescheduled,

Zaira's oblization for this vear wculd be reduced. Further Paris

Club deetinzs to consider rescheduling of the "overnment's debt
service are contingent uoon continued zood faith negotiations by the
Government of Zaize with the IMF Iin negotiating a new Standb:-
Agreement and in adhering zo the 2conomic T2form measuras agreed o

at the June 1978 meetiag of donor renresentatives at 3russels.

Privata ank Debr

Prior zo the Shaba f{acursion a ccmsortium of orivate banks, headed by
itibank, had offered to refinance a substantial portion of Zaire's
private debts through a five-vear reriod, Zaire, however, would have
had =0 Secome current on {=5 arrears, now estimated at 5196 =aillisn,
and Ye in compliance with an IMF 3tandbv Agreement. The 572Z has onlv
about 3585 =million in a snecial 3anx of Iaternational 3ettlemenzs (3I3)
account earmarked 2o be used %2 2vase the arrears D These H4nKs.

i
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B3ecause of i{ts stingent financial oosition and the difficulcy of raisine
$§196 million, the Government %g likelv to sostoone siming of this
agreement and utilize the 3IS account funds 2o continue serring interest
and oriacipal oavments on irs private debt td consortium merbars,

while attempoting to0 nezotiate hetter terns and a lounger refinanciax
period with the private banks. <Whatever arrangements are finallv agreed
to between the fGovermmentS Zaire and Its credizors, debt service pav=
ments on the countrv’s foreign public and private debt will weigh
heavily on the ability of the Government to devote it3 exmort surolus

to development purposes. Generous and long-term rescheduling of i{ts
debts i3 a basic necessity in order for Zaire to start utilizing its
foreizn exchange for rebuilding the infrastructure and oroductive
facilities which lLave been allowed to run down over the pas* decade.

, Jowever, a serious and sustained effort must he demomstrated bv

1 Government to donor governments and {ntermational creditors that the

§ leadershin of the countrvy is allocating availahle resources in the

rost efficient manner possible for 1its economic welfare hefore Zaire

can expect to raceive large amounts of extermal assistapce on generous
terms or long-terna rescheduling of debt payments,

st

=52 e >s

§. Other Jonor Assistance

3 Zaire recelves bilateral and multilateral assistance from =zore than
A 19 donor orzanizations. It i{s estimared that ovineline sroject dis-
R bursements from all sources amount to anoroximatelv $200 to $250
’ff million anauallv., Belzium provides the larzest share of this amount
-3 (S110 million in 1977), orinmarily ia the f{ields of education, agri-
A culture and ta2chnical exver: assistanca to zovernment ainisteries.
Trance, wnich is also active in these same areas, and, 1in additien,
is a source of large commercial locan assistance, provides an estimataed
$30 aillion per vear, with “est Gaermanv and Canada folicwing with
aporoximataly $5 to 517 million exvenditures per vear (Canada's
- 3 contributions are rising towards %he 320 aillion per vear level).
Mulcinaticnal assistance is orimarily from the I3RD, which programs
! aporoxizately S$100 mnillion per vear from cthe Internaticnal Develorment
B Association (IDA) Sut has diffizultv 1in obligaring more than one-hals
that azount. <The IIC has orozramaed over 3120 aillion Zor the three
vears eadiag in 1980,0f which onlv cwo-thirds has been oblizated.
The recent 3Irussels Conference on emerzencv assistance to Zaire
. resultad f{n pledges of food aid, svare parss, and medicines of
approximatelv 5120 million,of which aporoximately S20 million (from
3deligus and IZC) were additional new aid cormitments.

T
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Azricultuaral Seczor

1,

Sector Descristion

Ouly 1% of Zaire's total area is cultivaced; 457 1is covered by
equatorial forests and the balance comorises savaanna, =ountains,
lakes, rivers and marshes. About three quarters of Zaire's
population derives its livelihood from agriculcure ind =much of
the remainder 1is indirectly devendeant on it for emnicvment., In
1975 agriculture's contribution to GDP was about 137%. About ome
hall of agricultural production is marketed and the other half
consumed directly bv producer families. These provorzions
reflect the dual nature of the agricultural sector. On the one
hand, there are between three and four willion traditional small
family farms, whose combined production account for about 57% of
total agricultural output, These families grow food crons for
subsistence, mainly cassava, maize, 92lantain and rice, and smz'l
amounts of cash crops, usually coffae or cotton. Oun the other
hand, there are the cormercial farm orzanizations, ranging from
small and often poorly managed plantations, working at low levels
of efficiency, to largze, coporation-operated plantations which
include ranches extendiag over larze land areas. The firsc
commerical plantations date back to the beginaing of the century
and were desizned primarily for industrial scale export croos,
mainly oll palm, coffee dand rubber, and, to a lesser z2xtesnt, cacao
and tea., The plantation sector remains of great importance for
the 2airian econunv, because of its {oreign exchangze earniags
and bYecause it provides substantial emplovment.

Many adverse conditions in Zaire, starting with the political
turmoil of the 1960s and ¢ollowed bv the nationalizaticn policles,
the lack of spare parzs and other essential izports and the
detarioration of tramspvor: facilities, compounded bv unfavorable
price policies and inadeguate wazes and soclal services for
plantation workers, have dlscouraged the upkeep of existiag
plantations, the reolanting of old olantations and the renewal

of factory and other equipment. The resul:z has been a pronounced
decline in all export crops except coffee.
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Tradizional agriculture comprises some three to four million farming
units and 70 to 75 perceat of the population. Under the traditional
systemthe tenure of land is held by the tribe, and, given the
relative abundance of land i{n =ost regions, the tridbal chiefs, or
their renresentatives, rarely have to allocate fields to indiwvudal
families. Because of the practice of shifting cultivation, a

farmer will be allocated as many as five or six different plots,
each averaging 0.4 hectares. A farmer will cultivate a given

plot for four years and then shift to another,

a., ?Production Constraints

The farming population 13 gzenerally found resvonsive to
economic incentives, includiag orices. The responsiveness

of the farmer to price incentive varies with the tvpe of
crops cultivated, accessibility to largze consumption centers,
the ease with which farmers can arrange sales at muturallv
agreeable prices, and availabiliry of marketing and transport
facilities. Tor a combination of these reasons, not all of
which are clearly konown, nor each factor's contribution, the
regiorsof 3as Zaire, Xasai and Northwestern Zaire have
demonstrated a quick response to expanded farm oroduction
when these other essential factu>~s have been present. On

the other hand, for perennial crops, the gestation period

of investment is long and, Zor that reason, changes in
aroduction and supply in response to price changes are slow
to evolve,

The division of a farm work allocates crop cultivation and
marketing to women, while =men do the cleaning, soil preoa-
ration and associated heavy work., It is not vet known to
what extent this division of responsibilitias would constrict
large-scale production efforss.by small farm units. The
problem of a labor shortage =mav be pardoxical while large
scale urban emplovment is widespread throughout the citles.
Hdowever, the continued aigration from rural areas to the
cities, and the strict division of farm work according to
sex, may pose soume limi: cn increased agricultural oroduction
{n the long term withou: additional inouts to increase ¥
existing labor productivity such as small scale farm tools, H
small hand plows, new planting materials and fertilizers. !
However, sufZicient unutilized land and labor exists on the
fara level that this does not oresent itself as an immediate
short=term constraint to increasinz fcod oreduction ia Zaire.
It is exvected that this »rcblem will Se azong those examined
in the context of the aAgriculctural Sector Studies which are
expected to degin at the end of 1578.

i i
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The mmetization of the tradicional agricultural secZor has probably
declined in Zaire since Independence. 3etween tae late 1950s and the
early 1977s, cormerczial sales of an average subsistence secfor farm
€amily decreased from 540 to S$30 per vear (exvpressed in 1970 dollars).
However, the amount of cash sales still plavs an imoortant element {a
the agricultural econowy. Half of marketed crovs, both food and cash
crops, originate on small traditicnal farms. Sixty oercent of the
markated value of livestock, fish and forestrv products also come from
this sector., Total annual income of a family in the traditional sector
was estimated in 1975 at about S$130 and, at present, about $140.

Although productivity ia the traditional sector appears exceedingly low,
it caa increase verv sharply when the minizum factors now missiag are

in place. These include adequate producer prices, sufficient alternative

marketing outlets so that competitive prices are offered the farmer,
adequate storage facilities at secondary collection roints, transport
facilities and the positive encouragement of governmental enti-iles for
the unrestrained and smooth movement of commerce., It would also follow
that the farmer enjov sales proceeds without heing subject to whimsical
reacticns from mailitarv or civililan local authorities and svecial taxes
or coercion when he receives the fruits of increased nroduction efforts.
The extent of thig factor is restraining farm nroduction is unknown at
this time. However, amvle opportunity exists for raising farm income.
A traditional farmer who has one hectare in oil unalm in the Xikwit

area cculua raise family income bv 20 to 25 vcercent with a labor input
of 60 o 70 davs. The reasons for subsistence farmers not taking
advantage of such onnortunities for increasing income will bHe exvlored
in one aspect of the Azricultural Sector Studies. The low level of
income in the tiaditional sector, together with decliningz emplovment
opporzunities in the plantation sector account, ia large vart, for the
rapid =migration to the cities, The low incomes and decline in food
production hasg seriouslv affected the well being of the farmers. About
one-third of the rural sooulation suifersirom deficilenciles Iin caloric
intake and a grave shnrzage of protein {s characteristic of most of
the population of zhe countrv,

The decline in agricultural production since Indenendence has been even
greater for cash crops such as palma products, rubber, forestrv produc:ts,
cotzon and fish. ?roduction of cocoa, groundnuts, sugar, naize and
2eat has Yeen maintained at the absolute level of 1959. Coffee, tea
and rice production has increased compared to that of 1959, although

ia rather modest pronortions. Traditiomal crops, the most important

of which is cassava, seem fo have increased in line with the sopulation.
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A Jultiplicity of factors exnlairsthe trend in oroduction of various
coumodities. TFirst, unsettled conditions in thke 1960s did not 3ifect
all parts of the countrvy equally. Disruptions, ranging from the
collapse of transport facilities to the disversal of cooperative
organizations, proved more difficult to reverse in some regions and the
production of creps culzivated ia these areas could not regain their
earlier level. Second, the deterioration of transport services affected
various cormodities di{fferently, e.z.. production and trade of more
perishable commodities suffered more severelv from the breakdcwm ia the
transport syvstem. It is reported that one to two vears delay in the
marketing of a coffee crop is not uausual {n some regions. Produc:s
which would be more perishable than coffee beans could not e nroduced
under these conditions. Also, increases in transovort costs affected
more severly the bulkier products, such as timber. Third, special
efforts were made for some commodities by external aid agencies, e.z.,
the zea produc:ts financed and supervised bv the European Development
fund. Finally, Government pricing solicies had different effects on
comrodities which ave exclusively for exvort, and on those in part
destined to Jomestic consumption. In both cases, the incentive to the
producer wa4y lessened by low oroducer nrices established by the zovern-
@ent. R3ur, in the case of purely export croos, the exporter who
obtained the prevailing world market price could offer greater non-
price inca:ntives to the oroducers (bv providing :transoort, storage,
credit, etc.), than could be offered Hv the wholesaler in the domestic
market, facing a controlled low orice. In the case of oalm oroducts,
the pvoducer price oolicy would orobably not have been as deterimental,
if the processors were not recuired to market half of thefr outout
dowestically at a price about half of the world market prices. 1In the
case of ccffee and cotzon, the existence of commodi:v offices mav have

helmdtie recover7y in recent vears by organizing the markating of these
commodities.

Prizmarv storage at the oroducer level takes place in traditional storage
ins or in farmers' houses. The svstem of central wvillage storaze of
seeds, as it existad srior to 1960 in the orovinces, has larzelv collapsed.
Consequentlv, losses and damage t0 c¢rops are high, ?Produce ourchased
in bSags Zrom oreducers is taken to unimproved storage centers where
fumigation facilities are lackine and losses can range from 12 to 30
percent or higher. ¥cdern storage facilities are found conly at the corn
aills. 3v the zizme the zrain reaches the =:ill, its qualitv has seriouslv
deteriorated, as shown bdv the low milling returns ootained. Local maize,
for examnle, vields only 87 percent £lcur, compared with 92 oercent
for imoorzed maize.
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Agriculturs Sector Constrainse

There is little doubt that the traditional farmer as well as the large-
scale plantation owner will increase output, the necessarvy physical
{nfrastructure is in 2lace : scorage and transport facilities, and adequate
financial returms offered. More favorable prices to farmers, and higher
profit marzins to intermediary marketing agents, would go a long way in
encouraging increased production and food supolies in the cities. This
{mprovement, however, must be accomvanied by more fundemental reforms

in the Government's policies for agriculture - an increase in budzet
resources devoted to the agricultural sector as well as increased invest-
ments in roads, transport equipment, marketing Zfacilities, plant materials
and small food processing equipment, Inlv with new invesrments and
changes in the ratio of prices received for outnut versus the availability
and costs facing the producer and distriburor, can the countrv achieve

a greater increase in food supplies and agricultural exports.

The achievement of such an objective requires a graater Government
commitxzent to overcoming the past administrative obstacles which have
caused the stagnation in agricultural oroduction, and which are further
elaborated below.

Iz would also require a greater coordination of zovermment policies in
fiscal trade, price aand budget matters. It would require a revised
agricultural development plan and stronger goverameat 3actions to carry
out oroposals than has heretofore been demonstrated. The Government's
Agriculzural Recoverv ?rcgram,presented to donor representatives at

the Consultative Sub-Group meeting Ia Xinshasa in March 1978, 4id aot
orovide a clzar directicn for encouriging agriculzure. The Investment
Program presented was not consistent with the Proaram's overall emohasis
on ancouraging osroduction of basic food crops. Iacreased government
budget iavestments for agriculture were pot Implemented. Long-term
recomendations did not orovide 3uidance for immedlate zovernment
acszions. A coherent set of zuidelines for steps the fovermment should
take has vet to be outlined. Desni:e this, therz iare steps which could
be takenm =0 eliminate administrative onstacles and orovide financilal
incentives which, together with increased investaent rasources, could
help achizve rapid improvement in the sector.

Government policles toward agriculrzural develonment have been marked by
less initiative and eancouragement than in other sectors of the economy.

A ten-vear orogram, aiming essentiallv at self-suificiencr ia basic

food erops bv the 19%0s, was elaborated ia 1970, 3ut the drozram s
never provided with the means Zor its implementation and no other
program raplaced i:, Ia the abseace, therefore, >{ an overall oreogram, -
solicies wers pursued in

much Tenmard to their efl
3t zhe leadershin,

a2 general aTmosvhere of Indiffaremce, without
2 stasa

22735 on the 2conomv or the d ohjectives
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In March 1978, the Government presented its three-vear plan (1978-1981)
for the renhabilitation of the agriculrzural sector. The ma:n ocbiectives
of the aew agricultural oolicy are o increase agricultural sroduction

in order to (i) satisfv national needs for basic foodstuffs; (ii)

provide raw materials fo: domestic agro-industries; (iii) increase
exporss; and (iv) f{ncrease farmer inccme and improve living standards

of farm families. A number of policy changes were suggested: modifi-
cations and in some cases, where justiiied, abolishing Stare mark:ting
boards, increased government investment budzet for agriculfure and a

list of proposals Zfor donor aid to agricul:ural projects. Some solicies
have been implemented. Seven marketing boards were abolished in June

of this year, However, the recommended increase in the public investment
budget for agricul:ture has not been acted upon, nor has there been any
sign of more coordinated government policies or programs toward agriculture.

Agricultural production has been adversely affected bv government policies
in at least three fields: {iavestment programs, commodity »ricing and
marketing., Very little investment took place in the olantations since
Independence, while at the same time, the Government was not carryiag

out any large program to improve transport and marketing facilities.

This infrastructure was designed orizimally to serve the plantation,

but the phvsical awvailability of transport affected the traditional
sector by attractiang activities close to the communication axes as well
as by encouraging producticn for the markets., Little transvort invest-
ment has been made since Incevendence in support of agriculture.

A. Budzetarv Resources

Agriculture has also suifered from the low level of oublic invest-
ament in the sector. From 1970-1974 agriculture’'s share of the
recurrent budget fluctuated between 2% and 3% while its share of
the public investment bSudzet varied between 25 and 4%, Even {f
allowance {3 nmade for exvenditures through the Devartment of
Sducaticn and Presidenc7, Governnment exoenditures in agriculture
would bYe on averaze less than 5% of total Government axpenditure.
Zxpenditures in agriculture financed directly bv external sources,
and not {ncluded iz the budget, seem to be substantial and oro-
bably of the same order of magnitude as the budgeted expenditures.

Since 1276, the Government has exprevsed its intention to give a
higher oriority to azricultural development, hut has not translated
these statement3 inco additional fiaancial sunoort necessarv to
carry ou% the alnimum service functions in agriculture. Llow
budgetarv allocatifons have restricred the amount of gualified
agriculstural perscnnel, and have prevented paving salarv levels
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required t5 attract competent Personnel., The Department o Agricul:iure
has scme 7,500 established positions, wizh 340 professional acronomists
and veterinarians and some 4,200 "officers". The latter are normallv
suprosed o assiure extension work. Most of the orofessional staf?f
work in Xinshasa or in regional canitals, However, these numbers fall
far short of the personnel required for the seczor as a whole and,f

the most part, lack the professional traiming needed to srovide
technical zuidance for the small farmer. Professicnal education
facilities for training higher gqualified technical nersonnel are already
available at agricultural campuses at ==e Xisanzani, Yanganki, 3ergamisa
and Lubumbashi campuses of the MNational ‘wversity (UNZA), 3ut the
institutions lack the staff and equipmen. uzecessarv to adequately train
the existing studeant bdodv. Greater raliance on ex»atriate staff is
required until a trained Zairian staff is readvy to assume these functions.
Uaforsunately, the salaries of the existing staf?, both Zairian and
evpatriate, have not been faid for over three months, Attracting
additionally quaiified staif will bde impossible without the Government
fulfilling its obligations to the existing staff., 1In addition, the
curr..zlum at the various educational institutions must be revarmed

and :he practical aspects stressed, such as ircreased emphasis on farm
2Wwnageme, °, accounting and agricultural vocational training.

Although zanv af the changes suggested by the weiaknesses are institutional,

and would bSecome fullv effective onlv in the 1o-- serm, the =aior =eans
for improviag the weak and inefficient nature «  -he aericul:ural
services ia Zaire is provision of a higher share of the Goverament
budget %o agriculture o improve the low wages and salaries of o'esen:
agrigul:ural training schools, td orovide these schools with th
qualified )ro.assiona- staff, and to orovide the logistical suppor: -
suyitable equipment, means of fransoorz, ecc., = which so often pravents
the existing staff from carvying out its responsibilities. These
measures would have a1 juick and direct impact on ianroving the utili-
zation of existing resources devotad to agriculture.

Adninistrazive and Orzanizarion

An addisicnal constraint in the effactive utilization of existing
agTicultural vctential in the countrv is the diviled reswvonsibvilizv and
scor coordination among the 20v2rament departments and offices resnon-
sible for rhe agricul:zural sector., Five governmmen:z agencies are directly
iavolved in the agricul:tural sector: (a) the 07ize of the Prasident

{3 resoonsibie Sfor azrizultural researczh and far the overatlions of the

Sresi “ent al domains (2} the Devarzment of Agzricul:ure is resoonsibdle
Sor the "munazement”" of the sector - EX’EﬁS ‘on, vetarinare, rvesearch,
Iorvastry and ‘isherv servrices and studies; iz 3also assures sucervision
27 whe cormodinvy offices; {¢) the Zenavzment of YNasigomal Iconony,
thrsugh Lts Ptice Commuission, fixes producer and rcetail -rices Sor
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agricultural cormodizies; (d) the Department of Zducation establishes
and runs educational facilities for training nrofessional agriculturists;
and (e) the Cenarzment of wral Nevelooment has responsibilities for
providing agriculzural inputs ~ seeds, fertiiiczers, small tools and

farm equioment to small Zarmers.

The Department of Rural Develoomnent was onlv recently created and

was given additional resvonsibilities for exvaading agricultural osro=-
duction. These functions have not been adequately spelled out in
details, nor the division of L{t5 responsibilities and the other
iascitucions dealing with agriculture, The kind of services which it
is zo provide tie rural population is not surfficiently well defined,

nor the xind of projects it Is ro undertake. A clearer definition

af the rnla Af yral Navalanmane 43 wenyivad £ avevent the Zaplica-~
tion of elforts and administrative entanclements which has hizdered

the effactiveness of government's agricultural services in the »ast.
This includes a clear distinction of resronsibilities of the Denmartment
.rom those of the TDepartment of Agriculture and the allocation of

budgetary and nersonnel resources to Zulfill {ts responsibilities,

-

1f these resources are aot made available, the Denmartment will
encounter gimiliar difficulties 1ia its operations as the Department
of Agriculrure.

Pricin

Since 1257, the Governzent has fixed producer »rices and wholasale
and vetail orices for agricultural asroducts sold in the demestic
market in laire. In addition, the »rices and marzins allowed distri-
butors have also been set by the Goverament. These official orices
have usuallv Seen below actual =market prices and, bdecause of world-
wide increases in all international commeditv prices, high domestic
sates of orice inflation and meneral shorzage of all suvolies in the
domestic market, the farrer and the distributor have faced an admini-
ssratively {moosed ceiling on cash incomes, and a deterioration in
their terms of trade.

These policies wera desizned to protect the consumer and lower the
hizh cost of foods £Cr the rapidlv increacing urban dooulation.
However, due to shortages in suppolv, and a rising effective demand
on cash incomes in ~he cities, the official »rices are usually not
effactive az the ratail level, and basic foodstuffs are usuallv sold
3% 9rices far exceediag the official orica. At the oroducer level,
hwowever, ind also a: the wholesale level (ex-¥Xinshaca), the low ‘.,
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official orices are enforeerd. The svoradic, and often inconsistent,
nature of the attempts at enforcement of the .unrealistic government
control of orices discourage pruducers frem engaging in commercial
darketing afforts or from attempting to satisfv a large unmet urban
demand for {ood from domestic sources.

The Department of National Economy, through a cormittee where the
Department of Agriculture and relevant coruodity agencies are represented,
establishes zinimum producar prices for major agricultural ccmmodities

for exporz (pal. products, coffee, tea, rubber and ovrethrum) and for
domestic sales (rice and corn, manioc, cotton and peanuts). Wholesale
prices for livestock, ricz and sugar are also fixed and controlled.

All osroducer prices remained unchanged from 1987 to 1972, while retail
prices in Xinshasa almost doubled. Increases in corn and peanut prices
vere authorized {n 1972. Other price increases were granted ia 1973,

1976 and, more recently, in June of 1978, However, the increases are
usually late in coming and soon become out of line with rapidly .ncreasing
level of domestic prices and flucrtations in commodity prices in the
iaternational markets.

In 4eneral, the guaranteed minimum producer prices function as minimunm
pri.ces, except in special circumstances. Minimum producer prices
gerierally aooly at the point of first delivery and the producer secures
this minizum price net of transpor: costs. The orice regulations are
enferced Hy the processors, or wholesalers, who themselves often face
ccatrolled prices, or by the marketing offlces (for cotton and coffee).
In cte case of axport crovs, the exporter sells at world market prices,
but, even 1a this case, zhe producers do not seem to ohtain any higzher
orice than :the one fixed Yv the Government. In a given region the
aumber of experzers or wholesalers is limited and oftea one Iimm or
commoaisy office, {s the only buver,

Ia some instances, producer prices have gone above the minimum levels,
2.%., during the zanioc c¢roo failure in 1970-71, Since 197S5-75, the
official Zarm zrice for cora has had little or no lafluence on actual
market osrices Jor cora bYecause of zthe acute shortages in corn supplilies:
aerchants cormpete Zor the farmers' production and, a:t least for the

oreseat time, Jarm level prices orffer considerable uroduction incentives.

One faature of corn price policy is scmewhat effective. Prices at the
aill level are enforced for large mills. 3ecause no allowance is made
for storage costs, there is 10 incentive for cthese larze mills to store,
and corn and corn meal move through the marketiang svstems as ranidly

18 possible, increasing seascnal price fluctuations. ?Processiag =marzins
have no: been adiusted Zorv iallation and 4o not sover :osts.




Failure to allow for the real costs of transnort limits large mills
to corn produced neardy or o imporss. These policiles favor small,
unregulated mills and have led to the closing of some large mills.

The Government's price policies have resulted in low prices received
by farmers in relation to the costs of many farm goods, including
material input prices. Farm incomes fall and the amount of food
production for cash sales also declined. These policies have dis-
couraged new investments and discourazed output and the export of
agricultural products. This has also contributed to the decline in
rural sector investment and amnlovment, the high rate of rural
migration and the subsequent rise in food i{mports: <£ood imports

i represent about one-iifth of domestically~-financed imvorts. This
siruation not only strains the bSalance of pavments but it also worsens
rural povertv. Of particular concern are the mounting imports of
food grains. Imports of corn are at around 1N0,000 tons per vear

and imports of rice are at about half of that level. Meat imports
have been running at some 12,000 tons per year and fish about twice
that amount. Imports of malt renresent the equivalent of some 40,000
tons of barley annually. Corm, wheat and meat imports doubled
between 1969 and 1973; those of rice almost trebled. Most of these
imports could have been supnlied from domestic production.,

In conjunction with a more effective working free market svstem,

the ooliecvy of guaranteed xinirmum oroducer prices mav orovide a welccme
floor for niaimun farm income. Heowever, this combined with other
Government constraints on the marketing of food products (the svstem
of low oroducer prices, which do not taka account of actual market
demand and supoly situations and remain unrevised for lonz periods

of time, the control on wholesale margins and the discouragement

of an affective marketing mechanism to assure the producer receives
the best possible nelicies of his output) have, in effact, cancelled
any positive incentive effects from this nolicvw.

D. Marketing

L. DPublic Sector

Until 1973, there were thrae commodity offices, or para=-sgtatal

ovarketing orzanizations for cotton, coffee and livestock. =Zarlw ;
in 1974,seven more offices were set up for grains, oils, rubber, -
suzar and timber. In =id-1978,seven of these offices, were

ibolished for zrains, oilseeds, coffee, cotton, livestock, suzar,

etc, These institutions were often ineffective in sroviding

o

H
-
E4
:
¢
b4
+
e
X

g o > o

BEST AVAILABLE COPY



a channel icr the marketing of surplus production. They also
falled to provide encouragement to the private marketing systen
or foster widespread competition among private traders which
Would, in icself, promote producer and consumer interests, The
National Cereals Qffice (ONACZIR) was established in 1974 to
stabilize corn prices, as well as produce corn itself and furnish
technical assistance to corn producers. In fact, ONACER has
intervened in cormn narketing in only very minor wavs. Its pur-
chases amcunted to no more than 3% to 4% of the total grain
quantities moving through commercial channels. Without either
financial or technical resources to perform its legislated
functions, 1z licensed private traders to caryry out maize marketing.
In Xasal Orileatal, after buving 264 tons of maize in 1974 and 40
tons in 1975, ONACER closed its office {a the recion. Thus, Iin
fact, farmers sell their maize to private traders, licensed or
not. ONACER was abolished by the Government in June 1978,

Marketing of agricultural products 1S being implemented oa a

case by case basis. The major resvonsibility is assigned to
National Office for Basic Foodstufis (ONPY}. However, this office
innerits the basic institutilonal weaknesses which caused previous
failuraes, {,e., inexperienced ipefficient management, inadequate
€inancial structures and lack of qualified staff and equipmeant to
carry out marketing and distribution functions., 3Rather than
reflect individual orzanizational shortcomings, the lack of
resources 1s a reflection of the basic institutional, administratiw
and financial weakness of the Government. These conditions are
unlizelv to Se changad within the near future. Therefore, the
role of these marketing boards.should be limited to ¢reating
iacentives for the private sector so that the numbers of marketing
and distribution outlers orovides adequate competition for lower
prices to the urban consumers and sufficient alternatives for the
evacuation of surplus aroduction at the farm level.

Private Secrsr

The =marketing system for agricultural oroducts has been the domain
of small-scale traders operating at both retail and wholesale
levels, 3ut, recentlvy, the larzer multi-oroduct =erchants have
dominated and, the private marketing system is characterized by
high profit marzias breought on Sy high risk, $fneluding high
transport costs, and sizniiicant losses in handling and storage




[}
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through climatic {nfluences, insect and rcdent damage as well as
theft., Marketing marzins vary widely in rasoonse to competitive
factors, regional differences and the effectiveness of government
regulations. Distribution and marketing costs reportedly run as
hizh 2s 60 to 70% of the retail price. 0Other estimates place

these costs at 30 to 50% of the retail price for corn transvorted

by truck. More detailed information hased on actual studies for
individual commodies are needed, as well as ruidelines indicating
the efifectiveness of existing marketing channels and measures
required to i{mprove the marketing sectors. Studies to provide

this information are expected to begin later in the year under

the Agricultural Sector Studies project. These studies will orovide
the basis for policy recommendarions to the Govermment om further
administrative measures which mav “e needed to improve the marketing
of fvodstufis in Zaire. They will also nrovide i{nformation on

which the A.I,D, Mission can evaluate the need for further assistance
in this sector.

In the interim, however, there are many steos which could be taken
to {mprove the efficiency of the marketing svstem in Zaire in a
relatively short period of time which could quickly increase the
amount of foodstuffs marketed in commercial channels, Same of
these have been mentioned im relation to nricing volicies. Others
are in the process of changing. The Zairinization and nationaii-
zaticn decrees of 1973/74, which led to the disruption ardnear
collapse of the private marketing sector, are being reversed,
These measures led to the elimination of the small traders, usuallv
non-Zairians, who accounted for a substantial portion of the rurrl
marketiang system., Wwhile these policies have been changed to an
{mportant extant, there is need for the Government to indicate

to the private sector that {t i3 expected to plav a predominant
role in marketing and that widespread competition among traders
will be encouraged in order to ,romote consumer and producer
interests.

Capizal Zauizment Shortages:

0f equal importance %o administrative measures is the lack of

vital equipment, 3uch as trucks, and spare parts, and food handling
and storage 2quipmeant. The long-term shortage of foreign exchange
has severelv reduced the amount of road hauling equipment., Pro-
cedures for allocating foreign exchange for iaputs vital to
agriculture are slow and inefficilent, ccmoounding delavs and
azaravating zhe real phvsical shortages of equipment. Measures
sust be taken to facrease the domestically financed share of vital
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capiral equipment for agricul:ure to reflect the hizh priority of
this sector in the government's overall economic development plans.
Ia view of the crizical nature of Zaire's balance of navyments
crisis, the low prices for its predominant export productz, the
disruption to production facilities caused by recent events in
Shaba Province, and the high vercent of debt service pavments in
the future, the amount of resources which can be reallocated to
investment in the agriculcural sector is limited, and additional
outside asaistance will be needed ia coordination with the
Government's efforts at administrative and policy reforms to revive
the agricultural sector.

The Road Transpor: Network

The transport network consists of approximatelv 9,000 miles of
waterways, 3,000 miles of railwavs and 384,000 miles of road and
tracks., The svstem is complex and difficult to operate. IT often
requires a great number of trans-shioments and a high degree of
coordination between mcdes. It has suffered from lack of maintenance
and repair, as well as a loss of expatriate technical and maragerial
personnel. Losses of zoods .hrough 3poilage and theft run high,.

Bad road condizions shorten the working life of vehicles - accidents
and breakdowns are cormon, repair facilities are limited, and spare
parts are expensive and difficult to obtain. The tvpical amorti-
zation nseriod for trucks is f£ive vears or less. The ccmbination

of these characteristics results ia real transvort costs running
considerably higher than jre-indenendence levels. In reconszructing
the transport network, primarvy ermphasis has so far been given to
major truck roads.

Only about 2,900 o of roads are naved; the remaiander have either
earth or gravel surface. About 2100 <3 of new roads have been

built since Independence. Ma‘or efforts, in larze partcs supporzed
Sv Zoreizn assiszance, have bSeen undertaken for imnroviag, reha-
bilitatiag and maintalaing the existing road network. Tnder
prodding of the international donor cormunity, additional budgzecary
funds and personnel resources have Yeen cormitted to sterming the
net deterioration in the road svstem. The administratign of road
building and repair has been reforzed. The nrogram of road
construction and rehabilitation has been revised to give higher
priority =o the development of a feeder road network mors responsive
£o the needs of moving agricul:zural oroduce to market, f.e., less
paved toads, hizher zmaintenance and rehabilitation of the existin
networ and repair of maia coads £ zravel standards when justified.
Despite these eiforts, the lack 37 adequate road trans»nort neTtwoTk
will c0se a sevious comstraint ta the develonment of the agricultaral
narkesing sector in laire,
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The Rcad Jaulage Iadustyw

Ia 1372, fifcy-four thousand trucks were registerad in Zaire, with
almost half located ia Xiashasa and one-third in Shaba Province

and Haut-Zaire regicn. The age of the wvehicle fleer is not avail=-
able, It is estimated that from 1973 te 1975 aoproximacely 5,000
trucks were ioported vearly, for am average depreciation rare of

10% yearly, while the actual rate of wear 1s abour double that
amount. Ia 1976, less rhan 3,000 trucks were imnorzed. The
inadequacy of the f{leet 1is aggravated by the shortage of spare par:s
and the difficulties encountered in fmporting vehicle parts.
Otficials have estimated that arnnual truck imporzs Zor agricultural
eequirezents are in the range of 3,000 trucks annually in order

=0 traansport the estimated 3.3 nillion tons of agricultural »rocducts
to ccnsurption centers. In 1972 less than 20 =milliom torsof road
traffic were generated by the larzer road transport companies,

which 18 bYelow pre-independence levels. Although complete traffic
figures are lacking for the mcre recent pericd, the volume of
services performed %y the aajor companies has declined since 1972
and traffic on minor roads serving agricultural areas is still

below its 1959 level.

There are a small number of largze transport £irams operating over
100 vehicles each, and a larze number of small operators, dispersed
chroughout the countrs, dut concentrated orincipally in the larger
towns, There are, in additcion, transport companies with truck
leets of between 15 o 30 vehicles, but the greater part of the
industrv comprises the small orivate trader who provides localiced
serrices, somatimes with onlv cne or two vehicles. The smaller
companies operate im the remote regions, on 2Zravel and unpaved
road networks usuallv avoided bv the larzer companies. The
additional fi{nanclal assistance proposed under the program for
the Agzricultural lfarketing Sector is proposed to encourage these
s5mall companies who provide services to the rural small <armer.

As in other areas of the =conomv, the Govermmeant Iimposes orice and
operatioral restrictions on road transcer:t companies, which require,
these ccmpanies to charze in accordance with a svstem of {ixad
rates. This systam speciliies a base price o which coeriicients
are apolied, denending on specific geographic areas, to reflect
higher costsarising from the nature of the regions ard the condition
of the road system, The base rate and ccefficlent factors are
deterained bYv a transpor:s committee composed of representatives

of the Traasvortation DJepar:tment, rcad transpor: comvaniss and
shispers. ZIwceptions %o these regulated prices are nermicted for
short non-scheduled srins. These rates can e negotiated fraely,
Tsuvallv it is salv the larzer companies which are rezulated and

>
the smaller 2nes ascare vegulation., In practiza, existing restrictions
and prics ragulations are widelwv iznored and not anisrced.

VE.
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Ce Provosed Loan

U.S. Polizv Chinczives

T & United States assistance program to Zaire is based on national
policy objectives of providing, within appropriate limits, suffie
clent economic support to the Government to enable the country to
play a moderating role in southern African affairs. Im Fiscal

Year 1978 the economic aid program is financed under the Supporting
Assistance appropriation. In Fiscal Tear 1979, in accordance with
U.S. national policy objectives, the A.I.D. program is to bSe
financed under the Development Assistance category, with the program
specifically aiding the disadvantaged poor in the rural areas. Thais
proposed loan rerflects the changing nature of the country program

in Zaire. It provides additional foreign exchange for balance of
payments support specifically designed to aid the small farmer
through providing greater access to commercial markets for basic
foodstuffs. These additional supplies should also reduce the need
for Zaire to finance commercial food imports.

Presant U.S. Assistance Program

The A.I1.D. program level in Zaire has increased substantially in
recent years, deginniang in FY 1976 as it became apparent that
Zaire was faced with a serious economic crisis, The bulk of the
A.I.D. program in Zaire in FY 1976 and 1977 reoresented cowmmnodity
import program (CI?) loans for balance of pavaments support, aithough
the program also contained a small but growing element of project
assistance. In the planned FY 1978 and 1979 prcgrams, proiect
assistance {s expandinyg and is oriented toward specific projec:
supporzing activizies in the agricultural sector. Proiects are
directed to development prohlems, chiefly agriculture and zealth.
A PL 430 Tizle I Sales ?Program was started in 77 1976. This
prcgranm zenerates considerable local currvency to be used in salf=-
nelp and other local development aczivities.

?ronosed Loan Assistince

Proceeds of this assistancewill be available to the Government of
Zaire to finance storage, marketing, transport equipment needed

by distributoars and marketing agents who serve rural small farmers
in maior food producing areas where production of the three-man

food crops of laira are concentrated: manisc, corm and vice.
Storage facilizies and handling and nackaging eguipment will raduce
losses frem cr9p svoilage and facilizate zhe harzlng of an increased
volume of oroducczicn. ?Picking materials will also preclude losses
ard permi:r lonzer zauls for individual shioments. Truck supdiles
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under this loan will be used to suvplement the present fleet which
is inadequata, even 1t low levels of agricultural production, to
zeet the food marketing requirements of the urban consumption
centers. Annex I provides a list of eligible items to be financed
under the loan, Should some of these commodities (jute fiber and
fabrics) not be available {rom U.S. source/origin, under Code 000,
a waiver of the regulation will be requested for procurezent from
selected free world countries under Code 941, These exceptions,
if required, are not expectad to amowunt to more than $500,000.

a. Selection of Loan Recinients

Loan disbursements will be made to selected small distributor
and marketing agents actively engaged in the =marketing of one
of the major food crops previously cited. Geograrchic areas
of concentration will te in those zones where production of
these crops oredominate, Bas-Zaire, Bandundu, the Kasai,
and the North Shaba region. =EZnterprises to be selected will
be restricted to the private sector and will be smaller firms
with vehicle fleets of 50 trucks or less.

Selection of the firms to be aided will be based on marketing
studies and specific evaluation of market firms bv two
orgzanizations with starff and experience to make these evalua-
tions. The Small 3usiness Office (OPEZ), which, with UNDP
financed assistance, seeks to train private sector management
staffs of small entarprises, and the agricultural evaluation
stafs of the Industrial Develooment Bank of Zaire (SOFIDE).

The TIndustrial Development 3ank of Zaire (SOFIDE) was established

in 1970 to suppor: the development of entarprises-=Zaire.

The World 3ank has provided SOFIDE with 325 million under

four lines of cvedit. 1I7C and several local and international
iastitutions participata in SOFTIDE's share capizal and/or
have mada loans t5 the gompanv. An AzTriculture Departzent
within SOFIDE starcted coeratioms {a May 1976 with the
assistance of a three-man FAQ team. 3v the end of 1976 the
Department had received more than 150 requests Zor loans of
which 12, totalliag about Z 2 =million, were under active
consideration., It is expectad that SOTIDE's Agricultural
Devarcaent will plav an incr2asinegly important role in
assisting agzricultural anterprises. In addition to COPEZ, it
15 expected that SOFIZE will be cavable of providing the
economic 2valuations and markating agent3 to be assisted under
the loan.
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OPEZ is responsible for providing management training and
assistance Zor develoovment of executive entreprenural
capabilities among small enterprises in the private sector.
Cnder the U¥ a small three-man expatriate staff for develop=-
nent programs assists OPEZ in its training functions aad in
carrying out marxzeting studies of the business sector. The
AID Mission will contract with these organizations to
evaluate potential enterprises to be selected as well as in
evaluating the end use and utilization of loan proceeds.

Firms selected for assistance under this loan will be expectad
to srovide firm commitments of additional investments from
their own resources to expand capacity or improve operation.
These added investments will bé one of the factors determining
eligidility und.r the loan and the commitments of additional
investments will be a precondition for the agent to be selected
for loan assistance.

Loan Implementaticn Procedures

The standard commodity financing procedures, as set forcth in
AID Rezulation I, will apply for commodities and related
services procured under the proposed loan. An iaplementation
plan is being drawm up bv the Department of Plan and V,5,4.1.D.
for defining importer eligibility and the mechanism for
sublicizing procurement., <Xev elements of the imolementation
will beccme a condition precedent to the disbursement of this
loan.

The cactegories of imports eligible under this loan will be

limited to transportation and marketing equipment and other
comnoditzies required for the marketing, storage and praser-

vation of focd crops., The list of commodities will be

previded as an attachment o the Commeditvy Procurement Instructions
as deterained Sv GOZ and USAID, 1In view of the modest size

of the proposed loan and the large foreizn exchange develop—
zent needs, the 2inimum value of each individual transaction
thouldn'® bYe less than 35,700. The terminal date for the required
disbursement authorization will »e set at 13 months from the ~— —
Loan Agreement date. The terminal disbursement date will be

24 months from the date of the loan Agreement,
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Administrative responsibilit? for the provosed loan will
reside wich USAID/Kinshasa. Ixzmediate responsibilisy faor

the implementation of the loan will rest with the USAID Supply
Management Advisor and the Chief of the Agriculture Division
of the AID Mission. The lLoan Agreement will provide that

loan proceeds may be vsed to finance the services of an U.S.
firm, or firms, to assist the GOZ ia preparation and issuance
of I7Bs, analysis of bids and awards of contracts, the execu=-
tion of supply contracts, shipping arrangements, etc.

Importers will follow the usual method of financing imoorts
through the lettar of credit system and obtaining authoricy
from the 3ank o Zaire for foreizn exchange through filing
usual applicatices at local commercial banks. The applications
will be supported dy a pro-forma invoice or formal bid award
from the proposed .ransaction together with the standard impors:
declarations required under normal import procedures,

Under the CIP implementation procedures followed in Zaire with
éxisting USAID programs, the importer deposits in the apprepriate
local commercial banks the local currency equivalent of the
exchange value of the import transaction. The specific
attribution of these currencies will be set forch in the loan
Agreement as muturally agreed upon by AID and the authorities

of the Government of Zaire. These counterpart funds will bhe
used, to the extent possible, within identified sub=regions

for financing the support and development of agriculsural
marketing facilicies,

Iavact on U.S. 3alance of ?awment

All commodities procured under the loan will be limited to
Geographic Code 1CO, except when waivers are requestad, and
it is anticipated that at least 907 of the loan will be spent
in the U.S., In view of the crirical foreigzn exchange needs
of Zaire, the loan will per=it a continuation of the highest
oriority izmpor:t transactions which support this activity.

The zmarket in Zaire for imported agricultural marketing and
transport equipment is estimated at about 512 million per
vear ia the 1977-738 seriod (see Table below). The share of
U.S.-orizin gzoods {s put a betweea 5% to $13 =aillion. The
oroposad loan amount could easily and readily be utili:zed
for this sector.
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ZAIRE - THE MARKST FOR AGRICULIURAL MARKETING ZOUIPMENT, 1974, 1975,
1975, 1977, 1978 (ia Thousands of U.S. Dollars

1974 1975 1976 1977 1978
Production 9,467 1,935 1,500 5,000 10,000
Imports
US Commerce De-~irtameat
Statistics 10,314 16,609 n/a
Zaire Custcms Department
Statistics 13,935 10,626 8,578
Average 12,075 13,618 3,758 9,440 10,400
Exports _— - -— — -
Market Size 21,542 15,553 10,078 14,444 24,000
SOURCE: American Embassy airgram

The extreme shortage of foreign exchange azakes the source-origzin of
dmperts of little importance in Zaire, Of primary concera is the
availability of foreizn exchange to pay for the i1apor:s,

Due to balance of pavmeats difficulties, capital equipment impor:s
in recent years have not kept up with the rate of depreciating
equipment and normal overating needs of the economv. Thus, the
norzal market share for Izports tied to foreign exchange loans 1is
a0t an obstacle to tizmely utilization of the loan. In fact, there
is a 3ignificant pent up demand for azricultural equipment due to
the foreizn exchange shortages of recent years.

2erformance Critaria

The USAID Mdission Yeliewves it desirable,and of the utdost importance
for the attainment of development zgoals and U.S. cbiectives in
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Zaire, to attach snecific economic performance indicators and other
couditions precedent to disbursement of the loan.

1.

Evidence satisfactory to A.I.D. of continued negotiations in zood
faith by the GOZ on a Standby Agreement with the IMF.

Evidence acceptable to A.I,D, of continued progress ia implementing
the economic and arnagement reforms agreed to by the Govermment in
the communique issued at the 8russel's Conference of Jure 1978,

Zvidence acceptable to A.I.D. that specific governmen: acticns ara
being implemented to resolve those problems identifiabledas over-

tiding comstraints to the improved efiiciency of the agricul:zural

marketing sector Zaire identified in the loan vaver.

Prior agreement wich the Governmment and the individual private sector
borrowers as to the specific case of loan proceeds, Ia additionm,
each lown recipient will provide a finmancial plan and cormitments

of additional investments which will be zade in furtherance of the
objectives of this loan.

5. General Azreement with the Covernment on end-use survevs and utili-
zation of loan proceeds as aay be specified by A.I.D. under this loan.,
Recormendations
A. It is recommended that vou authorize a $5.4 million loan to the
Government of Zaire subiect to the followinz terms:
1. Repavment to AID in U.S. dollars within forzy (40) vears afrer
first disbursement includiang a grace veriod of not to exceed
10 years.
2. Iatarest pavable 9 AD in U.S. dollars at two oercant (2%
ver annum during the grace period and three percent (3%) per
annum thereactter,
3. ?Procurement with loan funds shall Ye limited to AID Ceograpnic
Code 000,
4, Tulfillament of those terms and conditions enumerated within
this document, parzicularlv those conditions enumerated above
and such other conditions as AID mav from time to time deem
advisadle.
3. i3 further racommended that vou approve the “ezatlive Determination

sntained in the Iaisial Zavironmental Zxamination {Annex I[I).
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ANNEX 1

PROPNSED TAIRE AGRICULTURAL MARKET SUODADT | oAy . LIST AF cLIRT3LE ITEWS

..3_3 -

-

U,S. Nenarsrent af Commares

W

Scheauia 3 .odes

30£.0100 thru 305.0140
316.7500
347.7500
385.4627 thry 285,7660
640.1529 ehry 630,3020

£52.9119 thry 652,9770

561.3510 <hru 561.8870
662.3419 thry 6A2, 3440

20.

89

O
(A8

620 thru £82.2576
1

(@)

§10 tnry £32,7000

Cormodity ltems

Jute fiher (veaetable fibar and varn)
Jute Cordaae

Jute fabrics (narrow fabrics nonslastic)
Textile bags, lables and lacinns
“ztillie Containers

lRui]ﬁinﬁs,'nrefah.and nortabie
hui\dinﬂc' atr,

Packaaina, wraoning &t fillina machines
Yeighing machinery and scales
Food hanaling $ orocessing 2ouisment

Transoors equinmant
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Ixamination of Nature, Score ind Maonitude of Zavirommental Tmpoacts

Descriotion of Prolient

In racent vears, Zaire's copper-orientad ecencmy has deteriorated
sharply as a result of the fall and continuing depressed level of
worldmarket covper prices and continued amismanagement of the economy.
The Governmment has recentlv uadertaken a number of significant austerity
2easures and has launched a major recoverv prograa to diversity and
stabilize the economy. This program emphasizes the agriculrural sector,

The oroposed commodity i{mport loan will assist the GOZ bv providing
additional foreian exchange resources for the rurzhase of equipment

and supplies needed {a rebuilding the ccrmercial agricultural marketing
infrastrTucture in Zaire. The provision of these itens will enable an
expansion in the marketinz of foodstufis from small farm production
areas to urban consumption centers, therebv reducing the need to utilize
scarce foreigzn exchange for fcom imports. Categories of commodities
financed will include agricultural and industrial aquipment for the
orivate sector to assist in tTansport, storage and distridution of
basic foodstuif3s. Commodi:ies will iaclude trucks, spare parts,
storage, handling and processiang equipment, aad component parts.

Recommended Eavironmental Acrtion

A.T.D. Regulaczion 16, Section 115.2 provides that cevcaia classes of
activities will not normally requira the fil{ag of an Zavironmental
Izpact Statement or the oreparation of an Iavironmental Assessment.,
Among the specified classes of activities so desiznared are contri-
butions to i{antarnational orzanizations oSr national orsanizations by
the United States which are not for the ourpose of carrviag out a
specifically identifiable project cr prciects. In these circumstances
we balieve that an Environmental Assessment or an Znvironmental Iapact
Statement is not required. Therefore, we recormend that a Yegative
Jeteraination be made.

-
.-
1y

i
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§C{1Y - CIUMTRY CHECKLIST

Listed delow are, first, statytary critersa applicable jeneraily 5 FAA funds, and then criteria
spplicanle T3 'natvicual fund sources: Development AsSiSTaNCR ang Security Supporting Assistance
funds.

A, GENERAL C217F31A 7OR _CCUNTRY

1, FAA Sec. 116, Can it Se ldemonstrated N.A. See answer to gques-
triat contemolated assistance will zirectly tion No. B, 2, a.
berefit the needy? If not, has the
Deparement or State determined that this
government has engaged in censistent
d Jattern of jross violatisns of inter-
nationally recognized human rignts?

“
o

2. FAA Sec. 481, Has 1t L. 2n determined that
the jovernnent of recip ant country has
fiiled ®o tixe adeauate steos to prevent
narcotics drugs and other controlled
sutstances (as 3efined by the Compre-
hensive Crug Abuse Prevention ang Control
Act of 1970) procuced ar processed, in .
whole or in nar%, in such country, or .
transported througn such zountry, from
being sola iilegally within the jurise
diction of such cauntry %0 U.S. Government
perscnnel or their cdependents, or ‘raom ’
entering the U.S. unlawfylly?

-/ 3. FAA Sec. 620(3). Does recipient countr: No. To all points
Tyrnisn assiszance o Cuba or *ail to
take 3porcoriate steps td drevent sh'ps
ar atrerafe uncer its flag from carrying
cargnes %0 ar frim Cuba?

4. FIA Sec. K20(H). If assistanc. 15 %o a Yes
jovernsrent, =as the Secratarvy af 3tate
determinea that {t {3 not contralled by
the international Communist movement?

S, FaA Sec. S0fc). If assistanca is %o We are not aware of aav
jover=rent, :s the joverrment iigble as such case.
debtor sr ynconditional guarantar on any
dept %3 1 J.5. citizen for jcods ar
services ‘yrmished ar griered wnere (a)
such citizan m3s exnaustad ivarladle
iegal remedias and b) qeot is "ot Zenied
or contested dy sych jovernment?

(;

8, FAA Sac. 520(s) (1). If assistince is %o No, it ic discharging its
a sovernrent, nas it {incluaing jovernment obligationus.

13encies or syodivisions) taken iny acticn
wnich has the arffect of naticralizing,
exnrsoriating, or otherwise e';ing
ownersnip or control of arnperty of J.5.
Citizens ar ent % ag zenerficiilly gwneq

Sy tem «21M0ut taxing stens (o Jischarge
23 3311720130S 23aard Such 2it1Zens ar
antities?
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¥ evs

FAA Sec, S20(f); 30p. Sec. '28, I3
recioierl Jountry 3 Loarmunist c:untry?
w1i] as31stance ze provided 2 ne
Cemocratic Republi¢ of 4ietnam (llorth
vietramy, Scuth Jietnam, Carcodia or Laos?

F1A fec. KI0(1). s recipient country 'n
any =ay 'nvalved in (a) sJbversian of, or
military i1gqressicn against, ine .nited
States cr any :ountry recelsing U.S.
assistance, or (b) the pianning of such
subversion or aggressicn?

FAA Sec. 620(f). Has the country per-
mittey, or railed to tawe adecuate
measures 0 prevent, the camage or
destruczion, by mab action, of U.S.
asroperty?

£aA Sec. 29(1). If tne country nas
fyrleg T3 institute the invesiment
guaranty program for the scec:fic risks
of expropriation, 1nconvert:bility or
confiscation, has tne AlD “cministrator
within the D38t year cunsicered Jenying
ass152ance to such gevernment for this
reason?

TAA fee. €29(0); Fisherren’s Protective
4C%, -eC. >. 4f Country aas serzed, ar
imposaa any penally or sinction acainst,
any 5.S. frening activities in inters
national waters,

3. has.iny deguctlion required Sy Fisner-
nen's Sratactive Act Seen -ade?

5. has campleta denial 3¢ assistance
been cansidered Sy A[D Acministrator?

FiA Sec. £20(q): Azo. Sec. 04, (a) ls

the jcverament of the reciolent country

in dafaylt on interest or crincipal of

any AiD loan to the cocuntry? (b) Is
country 1n Jefault exceedtirg 3ne year on
interest cr principal on U.S, ican under
aragram for wnicn Apo. Act ipprooriates
funay, unless debt «ds earlier disputed,

ar aporogriate steps tasen to cure Jefault?

TAA Sec. 420(s). “If contemolated assis-

Tance 's Jeveiopment loan (incluaing Alli-
ance loan) or security sugporting assistance,
nas the Aantnistrator taken into account the
percentage of the country's budget which 1s
fzr n11i2ry expenditures, the imount of
foreign excnanga spent on niltitary equipment
ind the anownt sgent fer the Jurchase of
sooAisticated weapans sysiems?® (An
Affiregtive answer may refer %3 Ine record
of the taking into dcsaunt, e.3.: “Yes as
reporsed ‘n snnual resort an 1rmplementation
of Sec. 5.5(s).” This report is prepared

3t the time 27 approval 3y tne Acminisirae
tar of the Jcerational fear 3ucget. XK

sed

12(a)

(b)

No
(a) Yo
(b) Mo
No
J
No, because no racent affo

rt
has been made by the U.5. to
undercake an Investmen:
Cuaranty Agreement with Zaire
Consideraticn s provided' in
the approval process for the
annual 0YB.
N.A.
On 5/24/76, the administrator de-
ternined, in accordance with Sec-
tion 620(q) of the FAA and delex )
gation of authority issued there-
under, that it {s in the naticnal
{nterest of the U.S. to previde
assistance to Zaire,

Yo

Yes, In the Annual Report for 7Y
1977 on the implementation of this
provision, the Adainistrator con-
cluded that considerations under
Section 620(s) do not rule out
furnishing assistance.

‘ﬁ?
.

i
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A1l
('-‘= } % Upward changes in the Sec. 620(s) factors

occuring in the course of the year, of
sufficient significance 0 indicate that
an affirmative answer might need review
snould still Se reported, but *he <t3ty-
tary checxlist »11] not normally be the
preferred venicle %0 30 s0.) %

18, £3A Sec. 520(%). Has the country severed No
Jiplomatic rejations with the United

States? 1f so, have they been resumed
ana have new bilateral assistance agree-
ments Seen negotiated and entered into
sinc® such resumption?

il
el AR ey 4.

RO TR ey it Sy 1

s

o

i ST

5. FAA Sec. 6200u). what fs the payment Current
Bt status or the country's U.N. cbligations?
N [t the ccuntry s in arrears, wers sych
arreiraces taxen into accaount by the AlD
Administrator in determining the current
AiD Jdperytional Year 2udget?

LT S o By Wt Sk e e R

16. FAA Sec. 320A. Has the country granted No
SaNCIuAry *rom >rosecution to any indivia
dual or jroup which has committed an act
of {nternaticnal terrarism?

o

ot

PETI—

17. FAA Sec. 566. Does the country odbject,
an dasis orf rice, religign, national
. H oriyin or sex, %o the oresence of any
i officer or smployee of the U.S. there
M to carry out economic development pragram

— under FAA?
‘ 18.

FAA Sec. 689. Has the country delivered No
; or recelved nuclear reoracessing or

g enriciment aquisment, materials e

» , technology, witheut specified arrange-

p ments on safecuarcs, ete,?

L e

S e ki o R SR

' 19, FIA Sec. N1, a5 the cauntry 4enied its
\ TTTeane oy

$itizens tnhe rignt or opportunity to
. smigrate?

PA
[+]

3. FUNDING CRITERTA IR COUNTIY

1. QJevelozment Assistince Country Criteris

a, FIA Sec. 10202, ‘4), Have criteria N.aA, 48
o Jeen 25:t3pirsned, ing :axen into aczount,
10 2sses3 commitment and proaqress of
: } country <n aféectively involving the
s . 200r in “evelopment, an Such {ndexes as:
(1) small-farm iypor intensive agri-
culture, [2) reduced infant mortality,
(3) copulation jrowth, 14) equality aof
income distributien, and (35) ynemployment.

) S, FAA Sec. I0V(SV(E), 7Y % (3); Cec.
N SC8y JTT AT i T Cescripe axsent %o -
' «N1CN Cuntry s

: (1) Making 3coraoriate 2¢¢5rts %o increase N.A,

focd zraducticn ina Cmgrove —eang ‘ar
- food storace ang sistrbution,

% Reviseq
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(&)

/
Creating 1 fivorable climate for N. AL —
farer3n ind iomestic Srivate nter-
orise ing 1avesiment.

(3} increasing the public's role in the
Javeigpmentai -rocess.

4
[

(4) {2) Alocating availadle duagetary
ressurces %3 Jevelocment,

(%) Diverting such resources for
unnecessary military axgend: tyre and
intervention 1n affairs of other free
and indepencent nations.

{5) Maxing scaromic, soctal, and political \)
refsrms such 1S tax collection improve-
ments 1ngd ctanges 1n lana tarure §
arrangements, and maxkIng grogress -
tcward respect for tnhe rule of law,
freedem 2f expregsion ind JIf the press,
ang recsaniring the mgartarce of
ingividug) freedom, imitrative, ind
private enterprise, '

{6

—

dtherwise responding to the vital 3
economic, coiitical, and sceral cane i
ceras af 1ts people, and demonstrating . 3
3 cle.r Jetermpaticn to take effeclive |
seif-nelp measyres, 4

“
o

€. FAA Sec,  00M(NY, 21MMa}, 15 the N.A.
country mcrg Ine 7 counir-es tn which

deveigoment 31ss51stance loans may te made i
in tnis T3l gear, ar arorg the 10 1n S
wni1ch 22velocment 3$sistarce Irants .
{otner :ran ‘or se¢lfe.nelp arajects) may 3
de Tace?

-
o
ek

4. FAA fec. 115, 4il) cauntry be
furnicied, 'n sare fiscal gear, either
security supcorting issistance, or
Mrzgle S35t seace funds? If 50, is
35s157ance for cocuiatign groarams,
umans tartan 3id througn :nternational .
Jrjanizations, or regional programs? i

. . - ¢
2. Securtty Suprorting issigsance Tauntry (e ;

Tevenr-
IR ol |
—

a, FAA Sec. €023, Has the country - Yo E
engaged 1n 3 constlstant sattern of gross

violaticns of internaticnaliy recsgnized

ayman rrgnts? IS pragram in accardance Yer-
#4120 solicy sf this Secuion?

B, T332 Sec, 231, [s the Assistance %0 Yes
e rurnisned td 3 frhengly zjuntrey,

Jrjanization, or 3¢cy 2ligidle W0
recatve 1533s%3nCe?

2. 33 lac, 230 If commoditieg ire % N.A., This assistanc2 13 o be 3 lzan.

te jrinted t¢ Tnat sale croceeds willoacorue

%0 %he recipient Iguntry, mave Icecil .
Agzzunt [ Isuntarcyrt! artingements teen ‘:;’
e
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Listed Selow

§C’2) - PROJECT CHECKL!ST

Cevelopment Assistance

zatedory “or crrteria Jcclicapie anly ta loans); and Security Supcorting Assistance fungs.,

CROSS 2EFCAENCES: IS CCUNTRY CHECXLIST UP 7O DATE?

A,

REVIZWES FCR THIS PROCECT?

GEMEIAL CRITIAIA FOR PROJELT.

1

App. Unnumtered, F2 Sec. K33(%)

{a) describe Now lommitzees an Approoriae
sions of Senate ind “ouse have Deen or
w111 Se notifieg concerning the 2rojecs;
{p} 1s assistance within {(Qoerational
fear Judqet) cauntry or internatignai
organizat:on 3liccition recorted to
Congress (or not more than $! million
over that figure plus 10%)7?

FIA Sec. 611(aif1), Prior to odligation
Tn excass ar $1.0,000, will zhere ne (a)
engineering, financial, anad gther 2ians
recessary %0 Zarry out he 1s5s1stance and
() 1 reasonably firm estimate cf tne
cost ®0 the 4.5, of <he 1s5ictance?

FAA Sen. 511(2V/2) 0 If further legise
TaT1ve 3CTIon 15 reguired N~ithin resiplant
CIuntry, «nat is “as's for reasgnatie
expecsytLion that such iction will e
compieted n fire to cermt orgerly
accampiisnment of purpose of the 1sSise
tance?

FAA fec. S1MIn0: App, Sec. A1, If for
~ater 3r ~atar-r2iated .and resourca
C3INSIrYCTICN, NAS Droiect Tet the stane
gards ang criteriy 15 Jer ‘‘ercrangum of
the Prasigent Zated feot. 3, 1373
\repiacas ‘‘emoringum of May 15, 156Z;
see Feg, eqister, 7ol 38, Yo, 174, Part
15, feot. i0, 19723)2

FIA Sec. 611{e}, If oroject is capital
1ssisance i2.3., construczion), and all
J.S. assistince for it wii) exceed

ST m1l-on, Ras Mrssion Jirscscr certified
the Isuntry’s canadbiriity affectively 29
Taintain ang Jytrlize the project?

TAA Sec. 209, 519 Is project sus-

zeptidie of =xecution is parc of
regicnal cr multi-laterial prolecs?
I sc wnv is oroject a0t 30 =2xecu-
ted? Informatiosn and conclusion

.
4

whether assistance will 2ncourage

cazisnal

IDENTIFY.

are, Tirst, statutory criterya applicadble generaily to projects with FAA funds, and

r
shen orolect critaria icplicaclie 20 wndivizual fund sources: “with 3 sub-

HAS STANCARD ITEM CHECALIST SEEN

{a) FY 78 Congressional Notification

submitted.
(b) Yes

(a) Yes

(b) Yes

No further legislative accion is
quired to ioplement the pregraam.

N.A.

re-
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develzprent progTazs. Lf
assijtance is for aewly iandependent
csumeTy, is it furnished thrsugh =zulsi-
latazil orgzanizasiozs or plazms =2 tha
aaxizu= exient appropriata?

FAA Se=. 531 (2): (a=zd Sec. 2701(%) fo»

s

deve_s==ent loans), Jalormazicn and
eonclusicns wnecher proliect will enccurage
effsrs3 3 the countTy 3t (a) Lacrease
the {lcw 3f lagazmatise:l trade; (o) Zos-

tez arivata ilnizistive and ecmpeticicnm;
(¢) ens=ursaga Jevelcrz=ent acd usa of
eocpecsatives, credi: wmicns, ind saviaszs
and l2aa associatices; (d) dissourage

acncpolissis praczices;(a) izprave
secinizal elfizizmey of industzy, agri-
eulzure aad ascmmavce; and () strexgchen
f£cee labor ualcus,

TAA Sez. 301 (%), I=for=acion aad cou-
glusicn on how proiecs will snccurage
J.5. privaza :rada and investmenr abssoad
ang encsurage private J.S. participaciom
in IsT2izm assiscancse sgrz=s (iacluding
use ¢ private trade chamszels and the

.-

gerrizes 3f U.5. privars smta=prisa).

TAA Sa=, AL2/%): See, §16(h)., DescTice
steps -axkan 12 assuTe thaz, €O the

Daxi=im exzans pessidla, the covmzzy is
iz gusTEncias D Teel
s sual aznd czhevw
3 12 SuTTezmclies cwted
~iced =9 zmeat tha ecst
¢ther serrices.

Jces the .S, swn axveass
=d, I 30, whasf isTinge-
=ace IoT iz3 rt2lease?

(a) Loan will finarnce
izpors of co==cdiziaes wizh
lorg~tara oblective of ia-
creagiag Zaise's abili:
to ex=gage i3 iateraatiornal
tracde.

(b) Toder AID Fagulatisn I
proceduras, private izitila-
tive and cocmpeticion will
be Zostarad.

(c) Yo direct izpacsz.

(d) No direcs izpacs.

(e) Loan will! prrzote effi-
clency thoough izpores of
ceeded cc==ciities.

(£) Yo dizect i=pac:.
Regulaticn I assizes these
will be zaxizye= private jpar-

tieisasicn iz sramsacsions
fizanced w=mder the loazn.

Yo conzracsual er other
serrizes are Yelzg fisanced
under the loaz.

ar
aa
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3. TODING S2ITTIIA TIR 390 e

l.

Jeve cszant lgsiscames Pegiase Lade

2. TAA Sae, 0272

gi Sea. 13%; Sap, 2913,
Zzzeat 22 wailza i ::7::7 will (a) eiZec=
tively izvolve the jcer in ievelcymens,

by extexding aczass o acczcx=ry at leecal
lavel, ‘zcreasiang labor=inzamsive sTo-

cosud un
ducsion, sptead-ﬁg ixvast=ent ous from
sizies s small sawes and Tuzal areas;
lcd (%) neln deV--. SP cccperatives, aspeci-

1i7 by 'a~uni:z; agsistanca, 9 assisc Tural
and urban 7eeT o help themsalves towazd
betzar lifa, and stherrisa azLsuzaza dexo-
crasic puivate and local goverr=earal
inssizurions?

be TAA Sec, 177, 1034, 104, 195, 106,
107. Is assistizce being =ace availas.a:
(Znciude only applizable pasagraph —
e.3., 2, 5, ez3. = which corresponds 2o
source of funds used. If zore tham cre
fund scurza is usad far prosecs, faclude
aT33raph for each fund scurce.)

]
- e &

relevansz 3

(1) (123} Zor agsizulzuse, muzal develsp~- Yot azp

Tent T nutTision; i so, exszez: ¢

whizh ac2ivity is specifizally dest Zzed
29 Incraase produczivisy azd inczze

of Tuzal peer; (1024) {3 oz agsisulruse
researzh, i3 ull aczouzz tikan of needs
¢f small fa::e:s;

(2) (lCi)y fo= pc-ula:-.. 7laz=izg o
healsh; iZ so, axzaaz =3 whigh
activizy extecds low-cost, iztegrazed
dellivary systams 9 grovide Yealszh

ad family plamaizg servizas,
especially I3 rural ateas asd poar;

(

e

) (195) for educasica, nubllis acsia- Mot sz
istiTazizn, 9T Yuman rassurTses a )
devel:staentr; £ 50, exza== =3 whish
acTIiVisy strs=zcherns rc-::t:al =
aducation, zakes I3rmal adusmacisa =
IcTa valavani, aspecially sy mizal
fa:ilies and :Thax zeer, 3 strangshacs

naganens apazilizy sf lastisuciscns
e:s:;."g :he FSST I raziizizate iz
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ezerz7, Tesearzh, Tacocustructisn,
and salectad develca:e:: srysblams;
iI so, extent aczivizy i3

(a) technical ccoperazica and develcp-

Aent, especially with J.S. privata
and vclun:a:y. or rezional azd lataz-
tlonal developmene, orzaaizaciouns;
(5) 2o help allaviate ezergy prsblems;
(c¢) ceseatzh inz3, and evaluation of

econcmlc davelcrment procesges aznd
tachnigques;

(d) reconstzuction after nacural ot
nan=ade disascer;

(e) for speclal development problexm
nd %o enabla preges utilizasion of
2arlisr U.S. {=irast=uczure, et:z.

assi stance;

() for progzams ol urban developzens,
especialle small latoz-iatansive
e=caTyrises, zatkeastiag svstems, aad
financial or other iascituticns to
help urbaz pce? paTteicipate ia
eccneomis and scciil develcpment.

(8) (207) 5y g=sats o
p"va:a eiiocs o de
dissenizata izzarmedia
appropriaza fzoz

c. TAL See. 1100a): Sac, 208(2)., Is the
Tecipiant esuniry willizng o zcuisiduta
funds or will iz prowiie assurasmcas that
4z will provide az least 255 ¢f zhe c¢osts
of the progrm, proiess, Or acIaviry Wik
aspecs to whlizh the agsistinca 13 2o ‘e
farzished {0z has the laTher ¢ost-shazing
Tequira=ens -een vaived Inr a 'selacively
Least-—aevelszed" zouzmsTy)?
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AIDHANDBOOK 3, App ;C 3:19

TRANY, MEM] w0,

February 15, 1978

CTTIR_Tivg Javg 2euL va,
(25 |

31
7. FMA Zae, 2MVISM2V.08Y arg -/3); Sae,
0We o oo, T1a "I ang -3, Lges

whe Iclivity JYve reasgoraci2 srenise af
contricuting %9 ‘he deveicoment: of
economic resources, Or 0 tre increase of
praoductive capacities ing self-systaining
scanomic growtn; ar of eaucational cr
atner instizutions directad toward secral
progress? 5 it rejated t3 ard consise
tent with other cevelopment activities,
and will 1t contribute %0 ~eai:zable
lang-range objeztives® And 10es oroject
pagcer oraovide information and zonclusion
3n 3n activity's ecsnomic and techmical
soundness?

h., FAA Sec, 201/B3/5); Saz, 211{a1I68} (6],
Informat on ang ZCrCiys:ion Zn Zossidie
effects of the assisctance an 4,5, econcmy,
witn scecial reference 2o areas of subd-
stant1a! lator suyrclus, 3ng extent %3

anich U.S. Zammodities and 3ssistance

are furnisned n a maneer s=nsistent with
improving or safequarding sre 4,5, balance.
of-payments position,

2. levelszmm~t lgs5is73nce Pracect Criteria
SL3ans R/

A, FAA Zac. MLV Infarmation

and CONCTusioN gn 3var.abritty of fimanca
*ng from gther freae.wor'd scurzes,
‘acluding orivate sources ~17min J.5.

b, F3A fae 20VI%0/3V. 29%(g,. [nfor.
ration arg conciusicn sn ., . -3pactty of
the ccuntry to reav the igan, 1ncluding
reasonabianass If repayrent arossects,
and {2) raszscnadietess irg lecality
{uncer laws 5f cauntry ind 'J.5.) of
lending ang relending ter—s of the loan.

e, M See. IN1Ma). [F j2an is not
macde curcudnt 0 1 Tultilaters! slan,
Ind “ne amount 3f *he loan 2axceeds
$10C, 300, nas zountry sucmitted 3 A0
an 3pplicas-on for sucn “ungs cccether
~ith assurinces %o ‘ngicste <hat ‘unds
w111 Se useq 1n an aconomzally and
tacnnically souna manner?

d. FAA Can 2011¢'  Paeg arnject paper
ZeSCr e ~ocw Ir912Ct 4til sremote the
cauntry’'s acancmic Jeveigiment taxing
'nt3 account che coyntry’s Suman and
materia! respoyrces raqurrerent; ind
ralaninAsSnI) Setween e Tata splectivas
ing averall ecorgmie

Jevelcgment?

NIA.

N.A.

N.A.

N.A.

N.A,
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2, FAY Teac, 7I(3). Tn<%al amount of N.4A.

money uraer 1aan wn'ch is noing gvrectly

to private enteror:se, s 10300 t2 . . , ]
intermeciate creg f insIituCIgNsg Ir E
otner torrawers for yse Dy crivate 3
enterzrise, is Jev1q used :o finance S
impores from srivate icurces, or is
otrerwise Heing ysed to firance drocure-
ments from private sources?

f. FEA Sec, 420(4). If assistance fs
for any praoquctive anterprise anich will k
compete in the 1J.3, with U.S. enterarise,

f$ there an iaraement bty the recipient

country to oravent exgort to the U.S5. of R
more %han 20% of tne anterprise’'s arnual rkd
production Juring tre iife gf the loan?

<
3

1, 9raiact friter<y Talaly far Sacurity
Sugcortinn 1§3°543rce

£AA Sec, i31. How will this assistance See Sections I and II of PAAD.
sucpors romgte economic or political

stapilizy?

4, Agdi%innal) Criteria for Alliynce for
Pronrass

[Yote: Allfance far 2ragress projects . 4
snculd add tre failowing two tlems to a ;
oroject checklist.]

)

a. FAY Zec, 281/5j(1), -13). Does N.A.
assistance tiace 'n13 acctunt crinciples
of the Act of 2ceota ang the Charcer of
Punta del ZIste; and 0 anat extent will .
the 1¢% vty sontribyte %0 the ecanomic
or solitical integration of Latin

s America?

T atir o uC T A

T

Y. FAA Sec, 281{5'(2); 281(h). Fqor
loans, 74s tnera -een a«an 1ntp account
the affor® mace 2y reciprent nation %0 :
recatriate zap*%3il invegtad in sSther -
countrras v tner zwn citizens? s H
inan cansistent ~1en tne fingings ang F
reccrmrenrcat:ons sf the [nter-imrerican P
Committaa ‘or the 417 ijrca for Progress
{now “TIPCIES,' ne Par=anent Ixecylive

i Ccomitsee 3F wme JAS; in 135 anruali

' review of =aticnal development activities?

“
>

k- ¢

B e
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STADARD ToiM =TT 78T

2TscuTemens
==EREEETnT
l. FAA See. 502. Are =Sera a=e Tangements oo Yas

~

perit U.S. s*all business zo participata
equitably iz the furmishing cf eeds and
servizes fi: ncad?

FAA Ses, £C4(3), Will all commedi:s Yes
pTocuTezexnt [izanced be frem the .S,

except 3s otherwise dezar3ised »9 the

Prasidanc or yzder delegazion frcm him?

FAA Sez, 524(8), If zhe cooperacing Tes
esuntiTy diserizisares agaias: U.S.

:arize lasuranca cotpanies, will agzee=

2eat Tequirse that mazize inmgurance be

placed in the U.S5. oo commodizies

financed?

FAA Sec, 6Cifle). If offshore pracuce- Yo agziculzural c¢eczmeditles
aent of agsizyliuyral comodiny o Lo be Iinmanced wish shig
pracducst i3 %9 be fiazmcsd, 13 there loan,

-
pIovision agalnst suych proeuremaent wheg
the demestic srize of suex vor=mgdicy is
less than parisy? -

TAA Sac 60373). Will U.S. Govermmen: Tes
excess jpersonal p::pe-v Se ynilized

vheraver sracticalle ia lisy 0f =he

procurezent oI new liamg?

MIA Sec. I01(Y). (2) Compliance with Tes
requi’a:e—° t2at at least 50 per gesmTim

of the gross Isezagze 0f covmodisiag

(caupu:ed separately Sor 4y Hulk

earyiers, 4ry catze liners, aad zankars)
financed shall Ye tTansporied om privarely

owvuned U.S5.-{lag co=marcial vessals £a the

extlant Ilat such 7essals are available

at Za3ir and Teascnapla rates.

TAA Sae. 4627, If sechmizal 3ssiitancs - Jdot applicicle
1s Iizanced, <ill such assistance Se fysz- .
aished 3o zha fullest exzant sracsicable
23 z%eds and priassicnal ind cther
& - -
Srom oril
av =7
-]

serrizas = privacte antarprise om a
eoniIrags 2a3sis? 1L zhe facilisias of
otner Federal agencies will Ve ugilized,

BEST AVAILABLE COPY

k4]

i

L N o S




n

' ’ -

Projects Inputs

AlD

Total life of project AID inputs will be made in the
following categories:

(1) Technical Assistance $2, 637, 000
(2) Participant Training 674, 000
(3) Commodities 124, 000
(4) local Costs 330,000

Total $3, 765, 000
GOB

GOB inputs will include:

(1) General staff supnort and services

(2) Assignment of technical counterparts to U. S. staff

(3) Inter-/intra-ministry assistance and cooperation,
and

(4) Institutional and project support for communal

group operations,

Other Donors

No other donors directly support this project, Coordi-
pation betwe=n this 2ctivity and those supported by other donors in
related dreas is the responsibility of the GOB (see details in Section IiI
of this paper),

The project will be implemented within the regular
institutional structure of the MOA and,with strong emphasis on their
programs at the regional and district levels, the project will emrploy a
phased and gradual appreach to assist in communal formation and

operations, The intent of such a process is to encourage and provide
manpower skills and other required resources to permit improved
management and utilization of both the human and physical resources
of the smallholders,
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Close coordination 'will be maintained between the
Ministry of Agriculture regional offices, land boards, Gmmission of
communal Properties, Village Development Committees (vDCQC),
Farmer Committees and Associations (FC and FAs), cooperatives
and other cornmunity orpganizations. The project, although not a
portion of the GOB/World Nank Livestock II Froject, will be
coordinated with this activity and its results will be of value to the
Livestock II Froject, Some activities which this project may
foster may use other auxiliary services (Ranch Management Co, ) and
training in ranch management which are included in the Livestock II

Froject,

AID day-to-day management will be through the AID Area
Operations Officer and/or the Botswana Assistant Agricultural Develop-
ment Officer, Technical, program and administrative backstop
support will be provided by staff of the OSARAC office in Mbabane,

This activity will be subject to two conditions precedent
to reclease of funds identified by this document as follows:

L Institutional Responsibility and Base for
Communal Action Developm=nts

Prior to release of FY 1977 or future funds,
OSARAC will receive a letter from the Fermanent Secretary of Firance
and Economic Flanning which identifies the MOA as the agency of the
GOB responsible for implementation of communal action projects as

discussed herein,

2, Availability of GOB Counterparts and Trainees

Prior vn release of FY 1977 or future funds,
OSARAC will receive in writing from the GOD Office of Fersonnel
and MOA adcquate assurance that both GOD counterparts will be
assigned to U. S. -funded staff and that trainees will be available, on
the schedule shown herein, to assure that cffective training c.n iake

place,
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