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S t a f f   R e p o r t  for t h e   1 9 8 2  Article IV C o n s u ' t a t i o n  

P r e p a r e d  by t h e   S t a f f   R e p r e s e n t a t i v e s   f o r  t h e   1 9 8 2   C o n s u l t a t i o n  
w i t h   t h e   P e o p l e ' s   R e p u b l i c  of t h e  Congo 

Approved by J.B. Zulu   and  S. Kanesa-Thasan 

I .  I n t r o d u c t i o n  

The  1982 Ar t i c l e  IV c o n s u l t a t i o n   d i s c u s s i o n s   w i t h   t h e   P e o p l e ' s   R e p u b l i c  
o f   t h e  Congo were h e l d   i n   B r a z z a v i l l e   d u r i n g   t h e   p e r i o d   J u n e   1 8 - J u ~ y  1, 1982. 
The  Congo c o n t i n u e s  t o  a v a i l   i t s e l f  of t h e   t r a n s i t i o n a l   a r r a n g e m e n t s  of 
Art ic le  X I V .  The r e p r e s e n t a t i v e s  of t h e  Congo i n c l u d e d  Mr. 1.0. Lekoundzou, 
M i n i s t e r   o f   F i n a n c e ;  Mr. C.  Oye Mba, Governor  of  the  Bank of C e n t r a l   A f r i c a n  
S t a t e s  (BEAC) ,  Mr. G. B o k i l o ,   N a t i o n a l  Director  of t h e  BEAC; Mr. A.  l k a n t s i ,  
S e c r e t a r y  General o f   t h e   M i n i s t r y  of P l a n n i n g ;   a n d   o t h e r   s e n i o r   o f f i c i a l s  clf 
minis t r ies  and agencies c o n c e r n e d  w i t h  e c o n o m i c   a n d   f i n c  1 matters .  The 
s t a f f   t e a m   c o n s i s t e d  of Messrs. M. S i d i b 6   ( h e a d - A V ) ,   m r o n q u i s  t (AFR) , 
J. Harnack (AFR) , A. Ab i sourour  ( E T R )  , Ms. A. h u l l o r  - -  n (INST), and 
Kiss Y. Georges   ( secre ta ry-AFR) .  

11. The  Economic  Background 

The Congo h a s  a p o p u l a t i o n  of a b o u t  1.6 m i l l i o n ,  some 40 p e r  cent of 
whom l i v e   i n   t h e  two ma in   u rban  areas. E d u c a t i o n a l   e n r o l l m e n t  and a d u l t  
l i t e r a c y  i n  t h e  Congo are among t h e   h i g h e s t   I n   s u b - S a h a r a n   4 f r i c a .   O v e r  t h e  
l a s t  d e c a d e   t h e   p u b l i c   s e c t o r ' s   r o l e   i n   t h e  economy h a s  e x p a n d e 6   r a p i d l y ,  
w i t h  its share  c u r r e n t l y   e s t i m a t e d  a t  a b o u t   t h r e z   q u a r t e r s  of non-o i l   and   one  
half of t o t a l  g r o s s   d o m e s t i c   p r o d u c t  ( G D P ) .  F o r e i g n   p r i v a t e   p a r t i c i p a t i o n  
remains i m p o r t a n t  i n  key sectors  s u c h  as p e t r o l e u m ,   C o r e s t r y ,   c o n s t r u c t i o n ,  
and commerce. Meanwhile ,   the   econ3my h a s  become i n c r e a s i n g l y   d e p e n d e n t  o n  
t h e   p e t r o l e u m  sec ta r ,  w h o s e   s h a r e   i n  GDP grew from less  chan 2 p e r   c e n t   i n  
1970  t o  3 3  p e r   c e n t   i n   1 9 8 0   a n d   a n   e s t i m a t e d  36 p e r  c e n t   i n   1 9 8 1   ( T a b l e  1 
a n d   C h a r t  1). C a n s e q u e n e l y ,   d e v e l o p m e n t s   i n   t h e  economy p a r a l l e l  movements 
i n   o i l   p r o d u c t i o n  and p r i c e s .  

I n  t h e   e a r l y   1 9 7 0 s   c r L d e   o i l   p r o d u c t i o n ,   w h i c h   e x p a n d e d   r a p i d l y   f o l l o w -  
i n g  t h e  coming  on stream of t h e   f i r s t   o f f s h o r e   f i e l d ,   f o s t e r e d   e c o n o m i c  
growth .  The economic boom, however ,  was s h o r t - l i v e d ,  as o i l   o u t p u t   d e c l i n e d  
d u e  to g e o l o g i c a l   a n d   t e c h n i c a l   f a c t o r s ;  i n  1975-77 o i l  p r o d u c t i - 3   a v e r a g e d  
o n l y  82 per c e n t  of its 1973-74 l eve l .  W i t h   t h e   r e c e s s i o n   i n   i n d u s t r i a l  
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T a b l e  1 P e o p l e ' s   R e p u b l i c  of t h e  Congo S e l e c t e d   E c o n o m i c  
and C i n a n c l a l  Endicetors, 1979-82 
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CHART 1 

PEOPLE'S REPUBLIC OF THE CONGO 

OUTPUT,USE OF RESOURCES, 
AND MONEY AND PRICES, 1978-82 
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c o u n t r i e s  a l s o  a d v e r s e l y   a f f e c t i n g  the f o r e s t r y  s e c t o r ,  t he   Congo ' s  economic 
s i t u a t i o n   d e t e r i o r a t e d   m a r k e d l y   d u r i n g   t h a t   p e r i o d .  Real GDP d e c l i n e d  a t  
an average a n n u a l  rate  o f  3 per c e n t   i n   t h e   t h r e e  years 1975-77. S i n c e   1 9 7 8  
petroleum output h a s   r e c o v e r e d   d r a m a t i c a l l y .   F o l l o w i n g  a 35 p e r   c e n t  irl- 
crease i n  that  y e a r  t o  2 . 4 2  m i l l i o n  tons ,  i t  rose s t e a d i l y  t o  4 . 1 0   m i l l i o n  
t o n s  i n  1981. D e s p i t e   t h e   c o n t i n u e d   s t a g n a t i o n  of a g r t c u l t u r e   a n d   f o r e s t r y ,  
real  GDP growth averaged a n   e s t i m a t e d  13 p e r   c e n t   d u r i n g   1 9 7 9 - 8 1 .  

The r e c o v e r y   i n   o i l   p r o d u c t i o n ,   t o g e t h e r  w i t h  f a v o r a b l e  world p r l c e s ,  
r e s u l t e d  i n  increasingly l a r g e   e x t e r n a l   a n d   b u d g e t a r y   r e c e i p t s .   C r u d e  o i l  
e x p o r t s ,   w h i c h  rose by 5 7  per c e n t   i n   1 9 7 9   a n d  more than doub led  i q  1980, 
rose f u r t h e r  by 44 p e r   c e n t  i n  1981  t o  SDP 807 r n i l l l o n .   T h u s ,  although 
import   payments  increased r a p i d l y ,   t h e   t r a d e   b a l a n c e   h a s   b e e n  i n  s u r p l u s  
s ince  1978. However, owing t o   l a r g e   a n d  increasing n e t  services a n d   t r a n s -  
fer  p a y m e n t s   r e l a t e d   t o   t h e  o i l  sec tor  and t o  t h e  growing i n t e r e s t  payments 
o n   e x t e r n a l   d e b t ,  t h e  c u r r e n t  account d e f i c i t   d e t e r i o r a t e d   m a r k e d l y  over t h e  
p e r i o d  and p a r t i c u l a r l y   i n  1981, when it r e a c h e d  SDR 369 m l l l l o n ,  o r  t h e  
e q u i v a l e n t  of 23 per c e n t  of GDP ( C h a r t  2 ) .  W i t h  t h e  improved ,311 p r o s p e c t s ,  
t h e   c o u n t r y  was a b l e   t o   m o b i l i z e   l a r g e  foreign resources in the   fo rm of 
l o n g - t e r m   p r i v a t e   a n d   p u b l i c   b o r r o w i n g s ,  whlch, a f t e r  falling  ir 1979,  more 
t h a n   d o u b l e d  over  t h e  two s u b s e q u e n t  years t o   r e a c h  SDR 4 0 3  m i l l l o n  i n  1981.  
I n   t h a t   y e a r  pr ivate  sector s h o r t - t e r m  borrowing a l s o  rose s u b s t a n t i a l l y .  
C o n s e q u e n : l y ,   n o t w i t h s t a n d i n g   t h e   r a p i d   i n c r e a s e  In d e b t   a v o r t l z a t l o n ,  the 
overa l l  b a l a n c e  of payments ,   which   tu rned   a rc ;und  from a d e f l r l t   e q u i v a l e n t  
t o  SDR 2 4  million i n   1 9 7 8  t o  a s u r p l u s  of SUR 8 r n l l l l o n  I n  1979 ,  improved 
f u r t h e r  in 1980-81, when t h e   s u r p l u s e s   a v e r a g e d  SDR 5': m l l l l n n .  By e a r l y  
1 9 8 2   t h e  Congo was a b l e  to l i q u i d a t e  all e x t e r n a l   p a y m e n t s  a r r e a r s ,  whlle 
improv ing  i t s  e x t e r n a l   r e s e r v e   p o s i t l 2 n .  b o n e t h e l e s s ,  a t  t h e  e n d  of 1981 
gross official r e s e r v e s   r e p r e s e n t e d  o n l y  a b o u t  two  months o f  1981 Imparcs  
(c . i  .f .). 

K o t u i t h s t a n d i n g   t h e   s u b s t a n t i a l   g r o w t h  o f  resources  a c c r u i n g  from t h e  
o i l  s ec to r ,  i n  1979-80 t h e   b u d g e t a r y   s i t u a t i o n  r e m s ~ n e d  w e a k .  Thls r e f l e c t e d  
i n a d e q u a t e   e x p e n d i t u r e   r e s t r a i n t  measures and poor  non-oll r e v e n u e  p e r f o r -  
mance .   Dur ing   t hese  t w o  y e a r s ,   n o n - o i l   r e v e n u e ,  o n  average ,  remained a t  
t h e   1 9 7 8   l e v e l  owing i n   p a r t  t o  deficiencies i n  t a x  collpctlon as w e l l  a s  
t o  t h e   c o n t i n u e d   d i f f i c u l t   f i n a n c i a l   p o s i t i o n  of t h e  s t a t e  e n t e r p r A s e s .  I n  
r e l a t i o n  t o  nominal G D P ,  budgetary e x p e n d l t u r e   a n d   n e t   l e n d l r l g ,  1/ which 
h a d   d e c l i n e d  t o  2 5  p e r  cent  i n   1 9 7 9 ,  rose agaln to 36 p e r  c e n t  i; 19FO. A s  
a r e s u l t ,   t h e   b u d g e t a r y   d e f i c i t   r e m a i n e d   r e l a t i v e l y  large, r e p r e s e n t i n g  
about 4 per c e n t   o f  GDP i n   e a c h  of the two years ( T a b l e  1 a n d  C h a r t  3). 
A l t h o u g h   i n   t h i s   p e r i o d   t h e   b u d g e t a r y  d e f i c l t  f e l l  below 1 t s  1 9 7 8   l e v r l ,  
a v a i l a b l e  means of f i n a n c i n g  were i n a d e q u a t e ,   a n d   p a y m e n t s  a r r e d r s ,  l a r g e l y  
d o m e s t i c ,   c o n t i n u e d   t o   a c c u m u l a t e .  

As a r e s u l t  of t h e s e   d e v e l o p m e n t s ,  a m a ~ o r  ohJcctivc of  t h e  s t a b l l i z a -  
t i o n  program  adopted   by   the  authorities i n  1979 was n o t  achieved. The 

1/ Exc lud lng  part of c e n t r a l   g o v e r n m e n t   i n v e s t m e n t  f i n a q c e d  by f o r e i g n  
g r a n t s   a n d  loans 
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program, which vae suppor t ed   by  a one-year   s tand-by  arrangement   (EBS/79/197)  
i n  t h e  second c r e d i t   t r a n c h e  i n  an amount of SDR 4 m i l l i o n ,  o r  1 5 . 7   p e r   c e n t  
of t h e  COngo'e c u r r e n t  quota, a i m e d   e s s e n t i a l l y  a t  i m p r o v i n g   p u b l i c   s e c t o r  
f i n a n c e s   a n d   u t r e n g t h e n i n g   t h e   b a l a n c e  of payments.  I n  p a r t i c u l a r ,  the f i s -  
ca l  d e f i c i t  was t o  be r educed  t o  a l e v e l  t h a t   c o u l d  be f i n a n c e d   w i t h o u t   a n y  
f u r t h e r   a c c u m u l a t i o n  of arrears. S i n c e   t h i s   p e r f o r m a n c e   c r i t e r i o n  w a s  n o t  
o b s e r v e d ,   t h e  Congo's drawings   un- le r   the   s tand-by   a r rangement  were l i m i t e d  
to  t h e  f i r s t  t w o  s c h e d u l e d   p u r c h a s e s   t o t a l i n g  SDR 2 m i l l i o n .  

I n  1 9 8 1   b u d g e t a r y   r e s o u r c e s   f r o m   t h e  o i l  s e c t o r  more t h a n   d o u b l e d   t o  
CFAF 1 2 6   b i l l i o n .   h o n - o i l   r e c e i p t s  grew by 42 p e r   c e n t ,  owing t o   t h e   h i g h  
l e v e l   o f   e c o n o m i c   a c t i v i t y  and the   improvement  of t a x   a d m i n i s t r a t i o n ,   n o t a b l y  
t h r o u g h   t h e   i n t r o d u c t i o n  of a prepaymen t   sys t em  (pe rcep t ion  par a n t i c i p e t i o n ) .  
A s  a r e s u l t ,   t o t a l   b u d g e t a r y   r e v e n u e  rose to  CFAF 2 1 0  b i l l i o n ,  1/ compared 
w i t h  CFAF 117  b i l l i o n   i n   1 9 8 0   a n d  CFAF 5 2  b i l l i o n   i n   1 9 7 9 .   T h u g ,   n o t w i t h -  
s t a n d i n g   t h e   c o n t i n u e d   r a p i d   e x p a n s i o n  of gove rnmen t   spend ing ,   t he re  was a 
major t u r n a r o u n d  i n  t h e  o v e r a l l   b a l a n c e ,   f r o m  a d e f i c i t  of CFAF 12.6 b i l l i o n  
i n  1960 t o  a s u r p l u s  of CFAF 18.9 b i l l i o n   i n  1981. T h i s   e n a b l e d   t h e  T r e a s c l r y  
to  meet p u b l i c  external d e b t   o b l i g a t i o n s ,  virtually e l i m i n a t e   e x t e r n a l  pay- 
m e n t s  a r r e a r s ,  and improve i t s  p o s i t i o n   w i t h   t h e   b a n k i n g   s y s t e a .  A t  t h e  
end of 1 9 8 1   t h e   b a n k i n g   s y s t e m ' s   n e t  claims on t h e  Government  had  been 
reduced  t o  CFAF 4 b i l l i o n   f r o m  CFAF 22  b i l l i o n  as of end-1980. A t  t h e  same 
t ime,  t h e   T r e a s u r y  was a b l e   t o   d i s c h a r g e  i t s  o t h e r  c u r r e n t   p a y m e n t s   o b l i g a -  
t i o n s   o n  a t i m e l y  b a s i s ,  t h e r e b y   c o n t r i b u t i n g   t o   i m p r o v i n g   t h e   l i q u i d i t y  of 
t h e  economy  and   s t imula t ing   economic   ac t iv i ty .   However ,   domest ic  arrears ,  
which were t e n t a t i v e l y  estimated a t  CFAF 75 b i l l i o n  a t  t he   end   o f  1980, 
were reduced b y  o n l y  10 p e r  c e n t  t o  some CFAF 68 b i l l i o n ,  or t h e   e q u i v a l e n t  
of 32 p e r   c e n t  of 1981 budgetary  revenue.   Although  no  breakdown i s  a v a i l -  
a b l e ,   i n d i c a t i o n s   a r e   t h a t  these a r r e a r s  a r e  l a r g e l y  owed t o  s t a t e  Enter -  
p r i s e s .  

R e f l e c t i n g  a renewed  conf idence   in   the   economy,  demand for c r e d i t  rose 
s h a r p l y .   I n   c o n t r a s t   t o   1 9 7 9 - 8 0 ,  when i t  a v e r a g e d   1 9   p e r   c e n t ,   t h e   g r o w t h  
r a t e  of c r e d i t  t o  t h e  economy a c c e l e r a t e d   t o  68 p e r   c e n t   i n   1 9 8 1 .   l h i s  was 
l a r g e l y   a t t r i b u t a b l e   t o   c r e d i t  to t he  p r i v a t e   s e c t o r ,  whose s h a r e ,  a f t e r  
d e c l i n i n g   i n   1 9 7 9 - 8 0 ,   i n c r e a s e d   r a p i d l y  t o  r e p r e s e n t  t w o  t h i r d s  of t h e   t o t a l  
i n  1981, p a r t l y   o n   a c c o u n t  of medium-tern  borrowing by o i l  companies  matched 
by a n   i n c r e a s e   i n   c o m m e r c i a l   b a n k s '   f o r e i g n   l i a b i l i t i e s .  W i t h  t he   t u rna round  
i n   t h e  b u d g e t a r y  s i t u a t i o n ,   n e t   g o v e r n m e n t   b o r r o w i n g  w a s  s i g n i f i c a n t l y  re- 
duced   and   domes t i c   c r ed i t   expanded  by 26 p e r  c e n t  i n   1981 ,   compared   w i th  an 
a v e r a g e  of 1 4   p e r   c e n t  i n  t he   two   p reced ing  years .  As t h e   e x t e r n a l   p o s i t i o n  
i m p r o v e d   c o n s i d e r a b l y ,  t h e  e x p a n s i o n  of broad  money,  which was b e l o w   t h a t  of 
nominal  G D P  i n  1979-80,  reached 50 p e r   c e n t ,   c o m p a r e d   w i t h  a nominal  GDP 
growth of 40 per c e n t .   I n d i c a t i o n s  a re  t h a t  these deve lopmen t s ,   c cup led  
w i t h   t h e   d e p r e c i a t i o n  of t h e  CFA f r a n c  p a r i  p a s s u   w i t h   t h e   F r e n c h   f r a n c ,  
i n t e n s i f i e d   p r e s s u r e s  on d o m e s t i c   p r i c e s .  As measured by movements in t h e  
E u r o p e a n   c o n s u m e r   p r i c e   i n d e x ,   i n f l a t i o n   a c c e l e r a t e d   t o  1 7  p e r  cen t  i n  1 9 8 1  
from an a v e r a g e  of 7 . 5  p e r   c e n t   i n  1979-80  (Chart  1). 

1/ As of August 25, 1982, SDR 1 = CFAF 374.624. - 
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CHART 3 
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lhe  e x p a n s i o n  of t h e   p u b l i c  sector's role i n   t h e  economy  stemmed from 
t h e   n a t i o n a l i z a t i o n  of e x i s t i n g   p r i v a t e   c o m p a n i e s   a n d   t h e   c r e a t i o n   o f  new 
s t a t e  e n t e r p r i s e b   i n   l i n e   w i t h   t h e   G o v e r n m e n t ' s   d e s i r e  to  cont ro l  and  d i rec t  
economic   deve lopmen t .  I n  e a r l y   1 9 8 0   t h e r e  were 68  s t a t e - o w n e d   e n t e r p r i s e s  
and  6 m i x e d   e n t e r p r i s e s ,   i n c l u d i n g   t h e  2 commercial banks .  Many of t h e s e  
s t a t e  e n t e r p r i s e s  are small g o v e r n m e n t   a g e n c i e s   a n d   t h o s e   e n g a g i n g   i n   l a r g e -  
scale p r o d u c t i o n  are f e w ,   w i t h   t h e  6 largest  a c c o u n t i n g   f o r  close to two 
t h i r d s  of t h e i r  t o t a l  o u t p u t   a n d   o v e r   o n e   h a l f  of t he i r   employmen t .   The  
s t a t e  e n t e r p r i s e s   d o m i n a t e   t h e   m a n u f a c t u r i n g ,   m o d e r n   a g r i c u l t u r a l ,   t r a n s p o r -  
t a t i o n ,   a n d   u t i l i t i e s  sectors .  Owing t o  i n a p p r o p r i a t e   i n v e s t m e n t ,   e m p l o y -  
m e n t ,   a n d   p r i c i n g  po l ic ies ,  as w e l l  as w e a k n e s s e s  i n  management ,   the   econom- 
j c  p e r f o r m a n c e  of t h e s e   e n t e r p r i s e s   r e m a i n e d   u n s a t i s f a c t o r y   t h r o u g h o u t   t h e  
1970s .  Their f i n a n c i a l   d i f f i c u l t i e s  a l s o  m o u n t e d ,   r e q u i r i n g   i n c r e a s i n g  
g o v e r n m e n t   s u b s i d i e s .   S u c h   s u b s i d i e s  were e s t i m a t e d  a t  CFAF 6 b i l l i o n  in 
1 9 8 0 ,   b u t  no i n f o r m a t i o n  i s  a v a i l a b l e   o n   s u b s i d i e s   c h a n n e l e d   t h r o u g h   t h e  
f n v e s t m e n t   b u d g e t .   T h e i r   f i n a n c i a l   d i f f i c u l t i e s  became a c u t e   t o w a r d   t h e  
e n d   o f   t h e   d e c a d e ,   p r o m p t i n g   t h e   G o v e r n m e n t  in 1980 t o  a d o p t  a number  of 
measures aimed a t  r e h a b i l i t a t i n g  them. These i n c l u d e d   t h e   s e t t l e m e n t  of 
t h e i r   d e b t  t o  the Government through a c o m p e n s a t i o n   s c h e m e   a n d   t h e   e s t a b -  
l i s h m e n t  of r e h a b i l i t a t i o n   p r o g r a m s  f o r  t h e   m a j o r   e n t e r p r i s e s .  The   Nat iona l  
Management   Center  (CENAGES), which w a s  created in 1978 t o  p r o v i d e  s t a t e  
e n t e r p r i s e s  with t e c h n i c a l  and m a n a g e m e n t   a s s i s t a n c e ,  was e n t r u s t e d   w i t h  
t h e   f o l l o w - u p   o f   t h e   e x e c u t i o n  of t h e s e   m e a s u r e s .  

F o r   1 9 6 2 ,   c r u d e   o i l   p r o d u c t i o n  is estimated t o  i n c r e a s e  by 1 2   p e r   c e n t ,  
o r  a b o u t   h a l f   t h e   1 9 8 1  r a t s ,  t o  4 . 6  m i l l i o n   t o n s .   C o n s e q u e n t l y ,   a l t h o u g h  
most o t h e r  sectors a re  e x p e c t e d   t o   e x p a n d   f a s t e r   t h a n  in 1981 ,  GDP growth  
i s  p r o j e c t e d  to s l o w  down t o  11 p e r   c e n t   i n   1 9 8 2 .   A s s u m i n g   a n   a v e r a g e  ex- 
p o r t  p r i c e  of US$31 p e r   b a r r e l ,  o i l  export r e c e i p t s   c o u l d   e x p a n d  by 7 p e r  
c e n t  t o  SDR 8 6 1   m i l l i o n   i n   1 9 8 2 .   T o g e t h e r   w i t h  larger n e t   t r a n s f e r s ,  t h i s  
would more t h a n   o f f s e t   t h e   i n c r e a s e  in p a y m e n t s   f o r   i m p o r t s   a n d   n e t   s e r v i c e s ,  
a n d   t h e   c u r r e n t   a c c o u n t   d e f i c i t  is e x p e c t e d  to d e c l i n e   f r o m  23 p e r   c e n t  of 
G D P  t o  18 p e r   c e n t  i n  1982 .  As n e t   c a p i t a l   i n f l o w s  are e x p e c t e d   t o   r e m a i n  
a t  a r e l a t i v e l y   h i g h   l e v e l   o w i n g  t o  l a r g e   p r i v a t e   a n d   p u b l i c   f o r e i g n   b o r r o w -  
i n g s ,   t h e   o v e r a l l   b a l a n c e  of p a y m e n t s   s u r p l u s  is  f o r e c a s t   t o   r e a c h   t h e  
e q u i v a l e n t  of SDK 5 7  m i l l i o n .   B e c a u s e  of t h e   c o n t i n u e d   g r o w t h  of oil and 
r o n - o i l   r e v e n u e ,   t h e  l a t t e r  due  t o  c o n t i n u e d   r a p i d  GDP g rowth  and t h e  
g e n e r a l   a p p l i c a t i o n  of t h e   p r e p a y m e n t  s y s t e m ,  t o t a l   b u d g e t a r y   r e v e n u e  is 
p r o j e c t e d  t o  i n c r e a s e  by 1 7   p e r   c e n t .   T h u s ,   t h e   1 9 8 2   b u d g e t a r y   o u t c o m e  
is l i k e l y   t o   r e m a i n   f a v o r a b l e ,   d e s p i t e   a n   e s t i m a t e d  23 p e r   c e n t   i n c r e a s e  
in g o v e r n m e n t   s p e n d i n g .   T h e   r a p i d   e x p a n s l o n  of c u r r e n t   b u d g e t   e x p e n d i t u r e  
i s  l a r g e l y   a t t r i b u t a b l e   t o  the  more t h a n   d o u b l i n g  of i n t e r e s t   p a y m e n t s  on 
t h e  p u b l i c   d e b t  as w e l l  a s  t o  tho_ 32 p e r   c e n t   g r o w t h  of t h e  wage b i I l ,  
owing m a i n l y  t o  t h e   G o v e r n m e n t ' s   d e c i s i o n  t o  r a i se  c i v i l   s e r v a n t s '   m o n t h l y  
wages  and sa lar ies  by CFAF 7,000-CFAF 10,000 and  t o  t h e   i m p a c t  of t h e  
G o v e r n m e n t ' s   l o n g - s t a n d i n g   p o l i c y  of o f f e r i n g   e m p l o y m e n t   t o  a l l  s c h o o l  a n d  
u n i v e r s i t y   g r a d u a t e s .   P u b l i c   d e b t  service payments  are b u d g e t e d   t o   r i s e  
s h a r p l y  in 1 9 8 2   r e f l e c t i n g   t h e   d e b t   r e s c h e d u l i n g s   i n  1978-80, t h e  increased 
b o r r o w i n g s   s i n c e  1980, t h e   t a k e o v e r  by t he   Governmen t  of d e b t   o b l i g a t i o n s  
of a number of s t a t e  enterpr ises ,  a n d   t h e   d e p r e c i a t i o n  of t h e  CFA f r a n c .  
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11s. Repor t  on the D i s c u s s i o n s  

1- Economic development p o l i z i e s  

F o l l o w i n g   t h e   r a p i d  and large rise i n   r e s o u r c e s   a c c r u i n g   f r o m   t h e  o i l  
sector, in 1981 the C o n g o l e s e   a u t h o r i t i e s   a d o p t e d   t h e  f i r s t  Five-Year 
Economic  and Social D e v e l o p m e n t   P l a n ,   c o v e r i n g   t h e   p e r i o d  1982-8E. Accord- 
i n g  t o  the Congolese r e p r e s e n t a t i v e s ,   t h e   p l a n  is d e s i g n e d  t o  s e t  t h e  stage 
f o r   s e l f - e u s t a i n e d   e c o n o m i c  growth i n   t h e   p o s t - p e t r o l e u m  era and alms at 
a c h i e v i n g   t h r e e   p r i m a r y   o b j e c t i v e s :  (i) t h e   d e v e l o p m e n t   a n d   u n i f i c a t i o n  
of t h e   n a t i o n a l   t e r r i t o r y   t h r o u g h   t h e   i m p r o v e m e n t  of t h e  bas ic  p h y s i c a l  
i n f r a s t r u c t u r e ;  (i i)  t h e  r ev iva l  o f   t h e   p r o d u c t i v e  base a n d   t h e   c r e a t i o n  
of c o n d i t i o n s   p r o p i t i o u s  t o  i t s  f u t u r e   e x p a n s i o n ,   n o t a b l y   t h r o u g h   t h e  re- 
h a b i l i t a t i o n  of s t a t e  e n t e r p r i s e s ;   a n d  (iii) the   improvement  of t h e   l i v i n g  
s t a n d a r d s  of t h e   p o p u l a t i o n .  The p l a n   e n v i s a g e s  t o t a l  inves t rnentF  of 
CFAF 1,970 b i l l i o n  ( a t  1981 p r i c e s ) ,  of which CFAF 3,110 b i l l i o n   r e p r e s e n t s  
i n v e s t m e n t s  by t h e   p u b l i c   s e c t o r ;   o f   t h e   r e m a i n d e r ,  o i l  s e c t o r   i n v e s t m e n t s  
w o u l d   a c c o u n t   f o r   u p   t o   7 0   p e r   c e n t .  It is e s t i m a t e d   t h a t   t h e s e   i n v e s t m e n t s  
w o u l d   h e l p   a d d e v e   a n   a n n u a l  G D P  growth of 10 p e r   c e n t .  The p l a n  does   no t  
o r o v i d e   a n n u a l   i n v e s t m e n t   t r a n c h e s ;   o n   a v e r a g e ,   t h e   v o l u m e  of i n v e s t m e n t  
c o u l d   r e a c h  CFAF 394 b i l l i o n ,  compared  with CFRF 208 b i l l i o n  in 1981. 

The p u b l i c   s e c t o r   i n v e s t m e n t   p r o g r a m ,   t h e   c o r e   o f  t h e  p l a n ,  d e v o t e s  
a b o u t  44 p e r   c e n t  of t o t a l  i n v e s t m e n t   t o   p h y s i c a l   i n f r a s t r u c t u r e ,   p a r t l c u -  
l a r l y   t r a n s p o r t a t i o n   ( r o a d s ,  r a i l ,  and   wa te rways ) ,   ene rgy   and  water ,  and 
u r b a n   a n d   r u r a l   i n f r a s t r u c t u r e ;  37 per c e n t  t o  a g r i c u l t u r e ,   f o r e s t r y  and 
i n d u s t r y ,   i n c l u d i n g   r e s o u r c e s  to  r e h a b i l i t a t e   t h e  s ta te  e n t e r p r i s e s ;   a n d  
t h e   b a l a n c e   t o  soc ia l  and a d m i n i s t r a t i v e   i n f r a s t r u c t u r e .  During t h e  plat-  
p e r i o d  7 0  p e r   c e n t  (CFAF 7 8 0   b i l l i o n )  of p u b l i c   s e c t o r   i n v e s t m e n t  would 
be u n d e r t a k e n  by t h e   C e n t r a l   G o v e r n m e n t .  On a n  a n n u a l   b a s i s ,   s u c h   i n v e s t -  
men t   expend i tu re   unde r   t he   budge t   wou ld   be  CFAF 1 5 6   b i l l i o n ,   c o m p a r e d   w i t h  
CFAF 7 1   b i l l i o n  i n  1981. 

T h e   a v a i l a b i l i t y  of r e s o u r c e s ,   b o t h  domestic a n d   t o r e i g n ,   f o r   t h e  
f i n a n c i n g  of t h e   p l a n  i s  c r i t i c a l l y   d e p e n d e n t   o n   p r o s p e c t s  f o r  t h e   o i l  
e e c t o r .  These p r o s p e c t s  are c l o u d e d ,   n o t  only by u n c e r t a i n t i e s   c o n c e r n i n g  
world market c o n d i t i o n s   a n d   e x c h a n g e  r a t e  movements   bu t   a l so  b y  t h e   p e c u l i a r  
c h a r a c t e r i s t i c s  of t h e   C o n g o l e s e  oil f i e l d s   w h i c h  make t h e  Congo a h igh-cos t  
producer.   The o i l  f i e l d s  a r e  r e l a t i v e l y  small and d i f f i c u l t  t o  e x p l o i t ,  
a d d i t i o n a l   l a r g e   i n v e s t m e n t s   i n   e x p l o r a t i o n ,   r e s e a r c h ,  and development  a r e  
t h e r e f o r e   e s s e n t i a l   d e t e r m i n a n t s  of t h e  time p r o f i l e  of  o i l   p r o d u c t i o n .  
Most s c e n a r i o s   I n d i c a t e   t h a t  o i l  o u t p u t  w i l l  d e c l i n e   a f t e r   t h e  mid-19ROs. 
The C o n g o l e s e   a u t h o r i t i e s   a s s u m e   t h a t ,   w i t h  the coming on stream of a d d i -  
t i o n a l  o i l  f i e l d s ,  o i l  o u t p u t  w i l l  i n c r e a s e   s t e a d i l y   t o  7.5-8.0 m i l l i o n  
t o n s  in 1 9 8 5   a n d   d e c l i n e   t h e r e a f t e r .  Assuming f u r t h e r   a n   a v e r a g e   p r i c e  of  
USS32 per barrel  and an exchange  ra te  of CFAF 250,  t h e   p l a n   f o r e c a s t s   t h a t  
o i l  r e s o u r c e s   a c c r u i n g   t o   t h e   p u b l i c  sector w i l l  be  CFAF 900 b i l l i o n ,   a b o u t  
t h e  mid-point of a p r o j e c t e d  r a n g e  of CFAF 6 5 8  b i l l i o n  t o  CFAF 1,200 b i l -  
l i o n .   T a k i n g   i n t o   a c c o u n t   t h e  l i k e l y  e v o l u t i o n   o f   n o n - o i l   r e v e n u e ,   c u r r e n t  
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e x p e n d i t u r e ,  and d e b t   s e r v i c e ,   t h e   p l a n   e n v i s a g e s   t h a t  some CFAF 400 b i l -  
l i o n  would be avai lable  for t h e   i n v e s t m e n t   b u d g e t .   T h e   r e m a i n d e r  (CFAF 380 
billion) of central g o v e r n a e n t   i n v e s t m e n t   w o u l d   b e   f i n a n c e d   w i t h   f o r e i g n  
loans. With  borrowing by s t a t e  e n t e r p r i s e s   p r o j e c t e d  at CFAF 280 b i l l i c n ,  
t o t a l  p u b l i c   e x t e r n a l   b o r r o w i n g   w o u l d   a m o u n t  t o  CFAF 660 b i l l f o n  (SDR 1 . 9  
b i l l i o n ) .  

S i n c e  the p l a n  was a d o p t e d ,   t h e   v o l u m e  of o i l  o u t p u t  for 1982 and 1983  
has been   rev ised   downward   by  13 p e r   c e n t   a n d  2 0  p e r   c e n t ,   r e s p e c t i v e l y ,  t o  
4 . 6  and 5 . 5  m i l l i o n   t o n s .   T h e   s t a f f  team n o t e d   t h a t   t h i s   p r o v i d e d   c l e a r  
i n d i c a t i o n s   o f   u n c e r t a i n t i e s   r e g a r d i n g  t h e  volume cf f e s o l l r c e s   l i k e l y  t o  
become a v a i l a b l e   d u r i n g  the p l a n   p e r i o d .   A l s o ,   t h e   p l a n n e d   l e v e l  of i n v e s t -  
ment d o e s  not seem c o n s o n a n t   w i t h   t h e   a b s o r p t i v e   c a p a c i t y  of the   economy.  
Moreovsr, d u r i n g   t h e   e a r l y   y e a r s  of t h e   p l a n   i n v e s t m e n t   s p e n d i n g  is l i k e l y  
t o  be c o n c e n t r a t e d   o n   i a f t a s t r u c t u r e ,   n o t a b l y   r o a d   a n d   b u i l d i n g   c o n s t r u c t i o n ,  
and w i l l  n o t  h a v e   a n   i m m e d i a t e   i r n p s c t   o n   t h e   p r o d u c t i v e  base of   the   economy.  
T h e r e f o r e ,  i n  a l l  l i k e l i h o o d ,   s t r o n g   p r e s s u r e s  w i l l  b e   e x e r t e d  on t h e  l abor  
and goods   and  s e rv i ces  m a r k e t s ,   2 n d   t h e r e b y   o n  t h e  g e n e r a l   l e v e l  of p r i c e s  
as w e l l  as  on t h e   e x t e r n a l   p o s i t i o n .  

T h e   C o n g o l e s e   r e p r e s e n t a t i v e s   l e s p o n d e d   t h a t   t h e i r   a u t h o r i t i e s   w e r e  
m i n d f u l  of t h e   s h o r t - l i v e d  o i l  boom e x p e r i e n c e  of 1973-14 a s  w e l l  a s  of t h e  
l i k e l y   i n f l a t i o n a r y   i m p a c t  of t h e i r   c u r r e n t   d e v e l o p m e n t   e f f o r t s .  For t h i s  
r e a s o n ,  t h e y  have a d o p t e d  a f l e x i b l e   a p p r o a c h  t o  development p l a n n i n g .  
I n v e s t m e n t  t a rge t s  u n d e r   t h e   p l a n   w o u l d  be a d J u s t e d   a n n u a l l y   i n  l i g h t  of 
e x p e r i e n c e   a u d   c h a n g i n g   c i r c u m s t a n c e s ,   p a r t i c u l a r l y   w i t h   r e s p e c t  t o  t h e  o i l  
sector  p r o s p e c t s .   T h e y   a d d e d   t h a t ,  in t h e  c h o i c e  of i n v e s t m e n t s ,   p r i o r i t y  
would be a c c o r d e d   t o   t h o s e   p r o J e c t s   w h i c h   h a v e  a larger i m p a c t  on p r o d u c t i o n  
a s  w e l l  as t h e   l i v i n g   s t a n d a r d s  of t h e  p o p u l a t i o n .   M o r e o v e r ,  i n  t h e  area 
of t r a n s p o r t a t i o n ,   p r i o r i t y   w o u l d  be g i v e n   t o  those  i n f r a s t r u c t u r e  proJects  
w 3 i c h   w o u l d   f o s t e r   e c o n o m i c   i n t e g r a t i o n ,   t h e r e b y   e n s u r i n g  a g r e a t e r  flow 
of g o o d s   a n d   s e r v i c e s   f r o m   t h e   p r o d u c i n g  to the  consuming areas .  I n   t h e i r  
view, t h e   i n a d e q u a t e   t r a n s p o r t a t i o n  and d i s t r i b u t i o n   n e t w o r k s   h a v e   h a m p e r e d  
t h e   d e v e l o p m e n t  of a g r i c u l t u r e .   f o r e s t r y ,   a n d  t o  some e x t e n c   d o m e s t i c  
i n d u s t r y .  The s u c c e s s f u l   e a s i n g  clr' t h e s e  b o t t l e n e c k s  w o u l d  alr,o e x e r t  
downward p r e s s u r e s  on d o m e s t i c   p r i c e s .  As regards  p o t e n t i a l   s h o r t a g e s  in 
t h e   l a b o r   m a r k e t ,   t h e y   n o t e d   t h a t   r e l i e f   c o u l d  o n l y  be a c h i e v e d  i n  t h e  
medium- t o  l o n g - t e r m ,  as i t  w o u l d   r e q u l r e   t h e  s t r u c t u r a l  r e f o r m  of t h e  
educational  s y s t e m  t o  a c h i e v e  a b e t t e r   b a l a n c e  of s u p p l y   a n d   d e m a n d   i n   t h i s  
m a r k e t .  I n  s h e   m e a n t i m e ,   h o w e v e r ,   p r e s s u r e s  were n o t  e x p e c t e d  t o  be unduly  
h i g h   b e c a u s e   a d d i t i o n a l   e f f o r t s   w o u l d  be made t o   e x p a n d   v o c a t i o n a l   t r a i n i n g ,  
e s p e c i a l l y  in t h e   c o n s t r u c t i o n  t r a d e ,  and  a l s o  i m m i g r a t i o n  from n e i g h b o r i n p  
c o u n t r i e s  was l i k e l y   t o   i n c r e a s e .  

The r e h a b i l i t s t i o n  of s k a t e   e n t e r p r i s e s  is e s s e n t i a l  f o r  t h e  f u t u r e  
g rowth  of m a n u f a c t u r i n g   a n d   a g r i c u l t u r e .   F o r  s t a t e  e n t e r p r i s e s  in t h e s e  
sectors ,  t h e   r e h a b i l i t a t i o n   p r o g r a m s   i n c l u d e d  i n  the development p l a n  c a l l  
e s s e n t i a l l y  for the m o d e r n i z a t i o n   a n d   e x p a n s i o n  of c a p a c i t y   t o  be f i n a n c e d  
m o s t l y  w i t h   g o v e r n m e n t   t r a n s f e r s  and f o r e i g n   b o r r o w i n g .  In  t h e  c i r c u m s t a n c e s ,  
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t h e   s t a f f  stressed t h a t ,  to e n s u r e   e f f i c i e a t   u s e  of  resource^, the   p lannec l  
I n f u s i o n  of c a p i t a l  should b e   m a d e   c o n t i n g e n t   u p o n   t h e   a d o p t i o n   a n d   e f f e c -  
t i v e   i m p l e m e n t a t i o n   o f   m e a s u r e s   d e s i g n e d  t o  i m p r o v e   t h e s e   e n t e r p r i s e s '   e c o -  
n o m i c   e f f i c i e n c y   a n d   f i n a n c i a l   p e r f o r m a n c e .  These i n c l u d e   c a r e f u l   i n v e s t -  
ment c h o i c e s ,  f l ex ib le  e m p l o y m e n t   a n d   p r i c i n g   p o l i c i e s ,   a q d   b e t t e r   m a n a g e -  
ment. While they s h a r e d   t h e s e   v i e w s ,   t h e   C o n g o l e s e   r e p r e s e n t a t j v e s   o b s e r v e d  
t h a t  in p r a c t i c e  the s t r ic t  a p 2 1 i c a t i o n  of this p r i n c i p l e  may prove  t o  be  
d i f f i c u l t ,  as u n d e r c a p i t a l i z a t i o n   a n d   g o v e r n m e n t - i m p o s e d   p o l i c i e s   h a d  a l so  
c o n t r i b u t e d   t o   t h e   p o o r   p e r f o r m a n c e  of t h e s e   e n t e r p r i s e s .  As r e g a r d s  
f u t u r e   p o l i c y ,   t h e y   s t a t e d   t h a t   d u r i n g   t h e   p l a n   p e r i o d   e f f o r t s   w o u l d  be 
c o n c e n t r a t e d   o n   t h e   r e h a b i l i t a t i o n  of e x i s t i n g   e n t e r p r i s e s ,   w h i l e   e x p a n s i o n  
of t h e   p u b l i c   s e c t o r   t h r o u g h   t h e   c r e a t i o n  of new e n t e r p r i s e s   w o u l d  be 
l i m i t e d .   I n   t h i s   r e s p e c t ,   t h e   G o v e r n m e n t   w o u l d   p r e f e r a b l y   s e e k   a s s o c i a t i o n  
w i t h   p r i v a t e   d o m e s t i c   a n d   f o r e i g n   c a p i t a l ,   e s p e c i a l l y   i n   t h e   f o r e s t r y  
sec tor ,  which   needs  to  b e   r e v i t a l i z e d .  

S i n c e  1975 minimum  wage ra tes  have  remained  unchanged.  T h e  Congolese 
r e p r e s e n t a t i v e s   s t a t e d   t h a t ,   i n   a n   a t t e m p t  t o  limit p r e s s u r e s  on domes t i c  
p r i c e s ,   t h e   G o v e r n m e n t   w o u l d   m a i n t a i n   p r u d e n t   i n c o m e   p o l i c l e s   a n d  avoid  
g e n e r a l   i n c r e a s e s  i n  wage rates. I n  l i n e   w i t h   t h i s   p o l i c y   s t a n c e ,   a n d   f o l -  
l o w i n g   t h e   s u b s t a n t i a l   i n c r e a s e   i n   b u d g e t a r y   r e s o u r c e s ,  in 1982 t h e  Govern- 
ment   dec ided  to  ra i se  c i v i l   s e r v a n t s '   m o n t h l y   w a g e s   a n d  sa la r ies  by lump 
sums . W i t h  respect t o  p u b l i c  e n t e r p r i s e s ,  wage  award6  would  be  t ied  to  
p r o d u c t i v i t y   g a i n s .  I n  a n y   e v e n t ,  a l l  r e q u e s t s   f o r  wage i n c r e a s e s   w o u l d  
b e   c a r e f u l l y   e x a m i n e d  in l i g h t  of t h e   e n t e r p r i s e s '   f i n a n c i a l   s i t u a t i o n .  

2. F i n a n c i a l   p o l i c i e s  

The r ecen t   improvemen t  in t h e   b u d g e t a r y   s i t u a t i o n   r e f l e c t s   t h e   u p s u r g e  
i n  oil r e v e n u e   r a t h e r   t h a n  a f u n d a m e n t a l   r e a d j u s t m e n t   o f   b u d g e t a r y   p o l i c y .  
For I number of years  t h e   G o v e r n m e n t   m a i n t a i n e d   a n   e x p a n s i o n a r y   f i s c a l  
p o l i c y   s t a n c e  in t h e   f a c e  of  poor r e v e n u e   p e r f o r m a n c e .   T h e   r e s u l t i n g   l a r g e  
b u d g e t a r y   d e f i c i t s  were f i n a n c e d ,  a s  ment ioned  ear l ie r ,  i n   p a r t  by a sub- 
s t a n t i a l   a c c u m u l a t i o n   o f   p a y m e n t s  arrears. A major f a c t o r   i n   t h e   e x p a n s i o n  
of g o v e r n m e n t   s p e n d i n g   h a s   b e e n   t h e   g r o w i n g   f i n a n c i a l   b u r d e n   o f   t h e  Govern- 
ment's e d u c a t i o n a l   a n d   r e c r u i t m e n t   p o l i c i e s .   S c h o l a r s h i p s  are l i b e r a l l y  
g r a n t e d ,  and all g r a d u a t e s  of  s c h o o l s   a n d   u n i v e r s i t i e s   u n a b l e   t o   f i n d  a 
job elsewhere are offered  employment   by  the  Government .   According to  
t e n t a t i v e  estimates made i n  t h e   p l a n ,   o n   t h e   b a s i s  of p r e e e n t  p o l i c i e s  new 
r e c r u i t m e n t   i n   t h e   c i v i l   s e r v i c e  is l i k e l y  t o  i n c r e a s e   f r o m  3,860 in lo" 
to 8,800 in 1 9 8 6 .   T h e r e f o r e ,   d u r i n g   t h e   p l a n   p e r i o d   t h e   a n n u a l   r a t e  o A  
growth of c i v i l   s e r v l c e  employment w i l l  be 10 p e r   c e n t ,  as a g a i n s t  8.8  per 
c e n t  in 1976-81. 

T h e   C o n g o l e s e   r e p r e s e n t a t i v e s  were k e e n l y  aware of t h e  p o l i c y  i m p l i c a -  
t i o n s  of t h e s e   p r o s p e c t s ,  and r e c o g n i z e d   t h a t   t h e   a v a i l a b i l i t y   o f   d o m e s t i c  
r e s o u r c e s  fc)r d e v e l o p m e n t   f i n a n c i n g  w i l l  be c r i t i c a l l y   d e p e n d e n t   n o t  o n l y  
on oil reBQutce p r o s p e c t s   b u t  a l so  o n   t h e  € iscal  p o l i c y  stance. Accord ing ly ,  
a medium-term o b j e c t i v e  of b u d g e t a r y   p o l i c y  i s  t o   r a i s e   t h e  r a t i o  of non-oil 
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r e c e i p t e  t o  current e x p e n d i t u r e   ( e x c l u d i n g   d e b t  e e r v i c e )  t o  75 per cent 
from 57 p e r  cent i n   t h e  1982 budge t .  This would require d e t e r m i n e d  e f f o r t s  
t o  c o n t a i n   t h e   g r o v t h  of c u r r e n t   e x p e n d i t u r e  end to  mobil ize  a d d i t i o n a l  do- 
mestic budgetary resourcee. Given  i t 6  s t r u c t u r e ,   c o n t a i n i n g   c u r r e n t  spend- 
ing n e c e s e a r i l y   i n v o l v e s  a readjustment  of b o t h   r e c r u i t m e n t  end e d u c a t i o n a l  
p o l i c i e s .  This i s  all t h e  more i m p o r t a n t   b e c a u s e   t h e   r e c u r r e n t   c o s t s  of 
Investment p r o j e c t s  are l f k e l y  t o  impoee a r a p i d l y   i n c r e a s i n g   b u r d e n   o n   t h e  
budge t .  However, n o t i n g   t h a t   e m p l o y m e n t - c r e a t i o n   o p p o r t u n i t i e s   a s s o c i a t e d  
with t h e   p l a n n e d   i n v e s t m e n t s  would f a l l   s u b s t a n t i a l l y  short of demand, -he 
C o n g o l e s e   r e p r e s e n t a t i v e s   o b s e r v e d  t h a t  a r a p i d   a n d  d r a s t i c  c h a n g e   i n  the  
g o v e r n m e n t   r e c r u i t m e n t  p o l l c y  would be d i f f i c u l t  t o  e f f e c t   i n  view of i t s  
soc ia l  c o n s e q u e n c e e .   M o r e o v e r ,   t h e   b e n e f i c i a l   i m p a c t  of a s t r u c t u r a l  re- 
form of t h e   e d u c a t i o n a l   s y s t e m   c o u l d   o n l y  be f e l t   i n  t h e  medium- t o  l ong-  
term. T h e y   n o n e t h e l e s s   s h a r e d   t h e   v i e w   t h a t   t h i s   u n d e r s c o r e d   t h e   n e c e s s i t y  
t o  a d o p t   t i m e l y   a d j u s t m e n t   m e a s u r e s   i n   t h e s e  areas .  M e a n w h i l e ,   t h e   a u t h o r i -  
t i e s  w i l l  e n d e a v o r   t o   s t r e n g t h e n  a l l  mechanisms for  more e f f e c t i v e   c o n L r o l  
of b o t h   c u r r e n t   a n d   i n v e s t m e n t   o u t l a y s .   T h i s   i n c l u d e s   t h e   r a t i o n a l i z a t i o n  
of b u d g e t   p r e p a r a t i o n  to t a k e   a c c o u n t  of a c t u a l  needs of government  m i n i s -  
t r ies  a n d   d e p a r t m e n t s ,   e s t a b l i s h e d  on t h e  b a s i s  of t h e   p r e c e d i n g  year's 
r e s u l t s ,   t h e   I m p r o v e m e n t  of p r o c e d u r e s   f o r   p r o c u r e m e n t s ,   w h i c h   s h o u l d   e n t a i l  
s i g n i f i c a n t   r e d u c t i o n s   i n  c o s t s ,  and  more r e a l i s t i c  p r o j e c t   e v a l u a t i o n   a n d  
c o s t i n g .  

On t h e   r e v e n u e   s i d e  the o b j e c t i v e  i s  t o  make t h e   t a x  s y s t e m  more e l a s -  
t i c .  To t h a t   e n d   t h e   G o v e r n m e n t   i n t e n d s  t o  r e v i s e   t h e   t a x   s y s t e m ,   e s p e c i a l l y  
the customs t a r i f f  a n d   t h e   i n v e s t m e n t   c o d e ,   w i t h  a view to adap t ing   t hem t o  
t h e  new  economic c o n d i t i o n s   a n d   o b j e c t i v e s .  In t h e  immedia te  f u t u r e   t a x  
c o l l e c t i o n  will be i m p r o v e d   f u r t h e r ,   n o t a b l y   t h r o u g h  a more s y s t e m a t i c   t a x  
a u d i t   a n d  t h e  s u b s t a n t i a l   r e d u c t i o n  of e x e m p t i o n s ,  so a s  to i n c r e a s e  t a x  
y i e l d   w i t h i n   t h e   f r a m e w o r k  of t h e   e x i s t i n g   l e g l s l a t i o n .  I t  i s  a l s o  hoped 
t h a t   t h e   s u c c e s s f u l   r e h a b i l i t a t i o n   o f   t h e  s ta te  e n t e r p r i s e s   w o u l d   e n a b l e  
them t o   d i s c h a r g e  t l l e i r  t a x  l l a b i l i t i e s .  

As e x p l a i n e d  by t h e   C o n g o l e s e   r e p r e s e n t a t i v e s ,   c u r r e n t   P p e n d i n g  under 
t h e   1 9 8 2   b u d g e t  does n o t  f u l l y  r e f l e c t   t h e  medium-term o b j e c t i v e  b e c a u s e  
of a number o f   s p e c i a l  factors .  Almost 6 0  p e r  c e n t  o f  t h e   a n t i c i p a t e d   r a p i d  
g r o w t h  of p e r s o n n e l   o u t l a y s  is a t t r i b u t a b l e   t o   t h e   i m p a c t  of the   Governmen t ' s  
decision t o  r a i s e  c i v i l   s e r v a n t s '  wages and salar ies  and   t he   emolumen t s  of 
t h e   d i p l o m a t i c   p e r s o n n e l .  T h e  u p g r a d i n g  of s a l a r y  s ca l e s ,  which  had  been 
suspended   du r ing   1978-81 ,  as  well a s  t h e  p r o v i s i o n  of  a p p r o p r i a t i o n s  €or 
t h e   p a r t i a l   s e t t l e m e n t  o f  wage a n d   s a l a r y  a r r e a r s ,  h a v e  a l s o ' b e e n   c o n t r i b u -  
t i n g   f a c t o r s .   T o t a l  wage and s n l a r y  ar rears  are est imated a t  CFAF 2 b i l l i o n ,  
of which about 28 p e r   c e n t  i s  t o  b e   I l q u l d a t c d   i n  1982. However, t h e  c o s t  
of new r e c r u i t m e n t  s t i l l  r e F r e s e n t 6  28 per c e n t  o f  t h e  total i n c r e a s e  i n  
p e r s o n n e l   o u t l a y s .  The C o n g o l e s e   r e p r e s e n t a t i v e s   a t t r i b u t e d   t h e   r e l a t i v e l y  
r a p i d  growth  of o t h e r   c l - ~ r e n t   o u t l a y s  €or 1982 t o  the sharp increase in 
i n t e r e s t   p a y m e n t s   o n  t h e  p u b l i c   d e b t ,  t h e  s i g n i f i c a n t  upward a d j u s t m e n t  in 
s c h o l a r s h i p  r a t e s ,  a n d   t h e   i m p l e m e n t a t i o n  of the p l a n  to s e t t l e  government 
arrears v i s - a - v i e   a t a t e   e n t e r p r i s e s  and o t h e r  d o m e s t i c  credi tors .  Appro- 
p r i a t i o n s  for s u c h   s e t t l e m e n t s   e m o u n t   t o  some CFAF 3 . 4  b i l l i o n .  
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Rewrding a o a e t a r g   p o l i c y ,   t h e   C o n 8 o l e o e   r e p r c o e n t a t i v e a   a t a t a d   t h a t  
i t a  prima- obdectiva rema ined  the prtmotlon of economic g r o w t h ,   w h i l e  en- 
demoorin8 t o  M i n t r i a  price s t a b i l i t y .   A c c o r d i n g l y ,   t h e   m o n e t a r y   8 u t h o r l -  
tie.' credit policy o t a n c e   c o n t i n u e d  t o  be accom~~datlve.  I n   t h e i r   o p i n i o n ,  
the  recent rapid axpanrion of credit t o  the economy warn n o t  a caure for 
irrord1.t. concern and o h o u l d  be v i o w d  i n  t h e   l i g h t  of t h e   r e v i v a l  of eco- 
n o m i c   8 c t i v i t y  i n  t h e  non-oil oector 8fter an e x t e n d e d   p e r i o d  of 6 l u g 8 i 8 h  
# r o u t h .   N o n a t h a l r o o ,   t h e y  ware c o n c e r n e d   8 b o u t   t h e   s h a r p   e x p a n s i o n   ( 1 5 9   p e r  
cent) of a o n r ~ d i e c o u n t r b l e  credit by cmerc iml  banks d u r i n g   t h e  two   yea r s  
ended N r r c h  1982; over t h i o   p e r i o d   d e p o s i t  l iabi l i t ies  of banko  more  than 
d o u b l e d ,   r e f l e c t i n g  i n  p a r t   t h e   i m p r o v e d   l i q u i d i t y  of t h e  economy. Moreover, 
f o l l o w i n g   t h e   r e c e n t   u p s u r g e   i n   b u d g e t a r y   r e v e n u e ,   t h e   c e i l i n g   o n   g o v e r n m e n t  
b o r r o r l n g  from t h e  C e n t r a l  Bank w i l l  be e u b s t a n t i a l l y   a d j u e t e d   u p w a r d  a t  a 
time when  government  recourse t o  c e n t r a l  bank f i n a n c i n g  of deve lopmen t  
proJects i s  l i k e l y  t o  become i m p o r t a n t .   C o n e e q u e n t l y ,  i t  w i l l  be e r o e n t i a l  
t o   e n s u r e  a better c o o r d i n a t i o n   b e t w e e n   b u d g e t a r y   a n d   m o n e t a r y   p o l i c i e e ;  
t h i e  may r e q u i r e   g r e a t e r   e f f e c t i v e f i e e e  of c r e d i t   c o n t r o l .  The  Congoleee 
r e p r e s e n t a t i v e s   a d d e d   t h a t   t h e   m o n e t a r y   a u t h o r i t i e s  w i l l  k e e p   d e v e l o p m e n t s  
i n   t h e s e  areas u n d e r  review a n d   w o u l d   n o t   r u l e   o u t   t h e   a c t i v a t i o n   o f   t h e  
r e ~ e r v e  r a t i o ,   w h i c h  l e  a more e f f e c t i v e   c r e d i t   c o n t r o l   l n e t r u m e n t ,   e s p e -  
c i a l l y  a t  a time of i n c r e a e l n g  commercial b a n k   l i q u i d i t y .   W h i l e  r e r  n i t i n g  
t h a t  a more act ive i n t e r e e t  rate p o l i c y   c o u l d   a l s o   b e   u s e f u l ,  t h e y  i n t  l a t e d  
t h a t   t h i s  may p r o v e  more d i f f i c u l t   t o   a c h i e v e   b e c a u s e   t h e   m o n e t a r y   a u t h o r i -  
t i es  c o n e l d e r   t h a t  easy  money h e l p s   p r o m o t e   I n v e s t m e n t .   W i t h  respect t o  
p r o v i d i n g   i n c e n t l v e e  for g r e a t e r   r e t e n t i o n  of p r i v a t e   f u n d s   i n  t h e  c o u n t r y ,  
t h e y   p o i n t e d   o u t   t h a t   i n t e r e s t  ra tee  on l a r g e   d e p o s i t s  were f r e e l y   n e g o t i a -  
b le  . 
3 .  E x t e r n a l   p o l i c i e s   a n d   e x c h a n g e   s y s t e m  

F o l l o w i n g   t h e  1973-74 o i l  boom t h e  Congo r e s o r t e d   t o   s i g n i f i c a n t  
f o r e i g n  borrowing t o   s u s t a i n  a l a r g e   i n v e s t m e n t   p r o g r a m .   H o w e v e r ,  as t h e  
boom w a s  e h o r t - l i v e d ,  the b u d g e t a r y   s i t u a t i o n   d e t e r i o r a t e d   r a p i d l y ,   a n d  
t h i s ,  together w i t h  t h e   p o o r   p e r f o r m a n c e  of s t a t e  e n t e r p r i s e s ,  Ted to a n  
a c c u m u l a t i o n  of s u b s t a n t i a l   e x t e r n a l   p a y m e n t s  arrears and  to d e b t   r e s c h e d u -  
l i n g .  After t h e   s i g n i f i c a n t   r e c o v e r y  of o i l   p r o d u c t i o n   a n d  t h e  g r a d u a l  
r e d u c t i o n  of e x t e r n a l  arrears, the Congo's c r e d i t   s t a n d i n g   h a s   i m p r o v e d  
q u i c k l y  o v e r   t h e  l as t  t h r e e   y e a r s ,   a n d   f o r e i g n   b o r r o w i n g   a c c e l e r a t e d   a n e v .  
On t h e  basis of d a t a   c o m p i l e d  by t h e  Caiese C o n g o l a i s e   d ' A m o r t i s e e m e n t ,  
w i t h   W o r l d   B a n k   t e c h n i c a l   h , s i s t a n c e ,   e x t e r n a l   p u b l i c   d e b t   o u t s t a n d i n g  
rose by 60 per cent i n   t h e  two years ended  December 31 ,  1981, when i t  
a m o u n t e d   t o  CFAF 263.8 b i l l i o n  (SDR 8 6 1 . 0   m i l l i o n ) ,   e q u i v a l e n t   t o  5 2  p e r  
c e n t  of 1 9 8 1  GDP. The C e n t r a l   G o v e r n m e n t   a c c o u n t s   f o r  tvo t h i r d s  of t h i s  
t o t a l ,   t h e   r e m a i n d e r   r e p r e s e n t i n g   d e b t  of t h e   s t a t e   e n t e r p r i s e s ,  notably 
t h e   t r a n e p o r t a t i o n  company. R e f l e c t i n g  t h e  d e b t   r e s c h e d u l i n g   e f f o r t s  a6 
w e l l  a s  t h e   e h a r p   i n c r e a s e   i n   e x p o r t   r e c e i p t - ,  t h e  d e b t   s e r v i c e   r a t i o  
d e c l i n e d   f r o m   1 4 . 6   p e r   c e n t   i n   1 9 7 9   t o  6.8 p e r   c e n t   i n   1 9 8 0 .  However, i t  
rose t o  9.2 per c e n t   i n   1 9 8 1   a n d  is e x p e c t e d  to r e a c h  12 p e r  c e n t   i n   1 9 8 2  
a n d   1 3 . 2   p e r   c e n t   i n  1983. T h i s ,   c o m b i n e d  w i t h  t h e  l a r g e   e x t e r n a l   b o r r o w i n g  
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foraracn i n  tnc p l a n ,  may r a p i d l y  exert p t e e e u r e   o n   t h e   c o u n t r y ' s   e x t e r n a l  
debt rcrvicing capacity. The Cbnaolcre r e p r e e e n t a t i v e e   o b s e r v e d   t h a t   t h e y  
will endeavar t o  p r c o e r v c  the c o u n t r y ' a   r e n e w e d   c r e d i t w o r t h i n e s s .  For t h i s  
rraron,  a a  I matter sf p o l i c y ,   i n f r a e r r u c t u r e   p r o j e c t s  will be financed 
through domertlc p u b l i c  srvingr a n d   o f f i c i a l   d e v e l o p m e n t   a e e i e t a n c e ,  while 
externa l  borrowing on conventional t e r n e  w i l l  be r e s e r v e d  f o r  d i r e c t l y  
productive projeste where t h e  rate of r e t u r n  a t  least e q u a l e   t h e   c o a t  of 
borrowing. Moreover ,  atepa  have   been   taken  t o  i m p r o v e   c e n t r a l i z a t i o n  and 
c o o r d i n a t i o n  in t h e   a r e a  of d e b t   c o n t r a c t i n g .  

The Congo'e c u r r e n c y ,   t h e  CFA f r a n c ,  12 ;egged t o   t h e   F r e n c h   f r a n c  a t  
t h e  r a t e  o f  CFAF 1 - F 0.02. D u r i n g   t h e   p e r i o d  1977-80 t he   impor t -we igh ted  
nominal e f f e c t i v e   e x c h a n g e  r a t e  a p b r e c i a t e d   s t e a d i l y  a t  an a v e r a g e  annual 
r a t e  of 2 .5  p e r   c e n t .   S i n c e   t h e n   t h e   t r e n d   h a s   b e e n   r e v e r s e d ,   r e f l e c t i n g  
t h e   d e p r e c i a t i o n   o f   t h e   F r e n c h   f r a n c   v i s - a - v i s   t h e  U.S.  d o l l a r  and o t h e r  
m a j o r   L u r r e n c i e e .   I n  t ea l  tenus, t h e   i m p o r t - w e i g h t e d   e f f e c t i v e   e x c h a n g e  
ra te  r e m a i n e d   e t a b l e  i n  1977-79 b u t   d e p r e c i a t e d  by 4 per cent  i n  1980, 
stabilized in 1981  and d e p r e c i a t e d  aga in  by 5 p e r  c e n t  i n  t h e  f i r s t  h a l f  
of 1982. T h e   C o n g o l e s e   r e p r e s e n t a t i v e s  stressed t h a t   t h e   e x c h a n g e  r a t e  
of t h e  CFA franc ehou ld  be s e e n   i n   t h e   l i g h t  o f  the   Congo ' s   membersh ip  i n  
a monetary   un ion  a s  w e l l  as of t h e  marked  improvement of t h e   c o u n t r y ' s  
e x t e r n a l   p o s i t i o n .  The common exchange r a t e  may n o t   a l w a y s  be a p p r o p r i a t e  
for  e a c h   i n d i v i d u a l  member c o u n t r y ,   b u t  t h e  s o l i d a r i t y  aspect  of t h e  ar- 
rangement  i s  an elemenL t o  w h i c h   t h e y   a t t a c h  great  importance. The s u t h o r i -  
t i es  were of t h e  v i e w  t h a t   t h e   c u r r e n t  eKChange ra te  was appropr i a t e  t o  t h e i r  
c i r c u m s t a n c e s .  The Congo m a i n t a i n 5  an e x c h a n g e   s y s t e m   t h a t  is f ree  of re- 
s t r i c t i o n s  on payments  and t r a n s f e r s  € o r  c u r r e n t  t n t e r n a t i o n a l  t r a n s a c t i o n s .  
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IV. Staf f  Appraim.1 

The economy o f   t h e  Congo ham e x p a n d e d   r a p i d l y  mince 1978,  following 
t h e   r e c o v e r y  i n  o i l  o u t p u t ,   8 n d   t h e  country's axternal pooltion h a e  a100 
improved  markedly.  However, r e f l e c t i n g   t h e   c o n t i n u e d  cxpanrlonary f i o c r l  
policy mtance, t h e   b u d g e t a r y   s i t u a t i o n   r e m a i n e d   p r a c a r i o u m   u n t i l   1 9 8 1 ,  when 
an u p o u r g e   i n  a l l  r e ~ o u r c e e   b r o u p h t   a b o u t  a m u b m t a n t i a l   t u r n a r o u n d   i n   g o v c r n -  
ment finances. D c m p l t e   t h i r  recent improvement ,  the c o u n t r y   r u f f c r m   f r o m  
wealmemoem i n  economic management. The economy ham become i n c r e r o i n g l y  
d e p e n d e n t  on t h e  o i l  rector,  w h i l e   p e r f o r m a n c e  in t h e   t r a d i t i o n a l  export 
sectorr,  a g r i c u l t u r e   a n d   f o r e e t r y ,  hsr r e m a i n e d   s l u g g i s h .   ? l o r e o v e r ,   t h e  
state e n t e r p r i s e s '   o u t p u t  has been  w e l l  b e l o w   c a p a c i t y   a n d   t h e i r   f i n a n c i a l  
s i t u a t i o n  remains w e a k .   F u t t h e r m o r e ,   a l t h o u g h   e x t e r n a l  arreere h8ve  been 
l i q u i d a t e d ,   t h e   G o v e r n m e n t  i m  s t i l l  s a d d l e d   w i t h   l a r g e   o u t e t a n d i n g   d o m e e t l c  
arrears 

In 1982 t h e  economy i e  f o r e c a e t  t o  grow a t  a r e l a t i v e l y   r a p i d   p a c e .  
U i t h   r e e o u r c e s   a c c r u i n g  from t h e  oil e t c t o r   e x p e c t e d  t o  r e m a i n   e u b o t s n t i a l ,  
t h e   b u d g e t   a n d   b a l a n c e  of payments  a re  b o t h   l i k e l y   t o   b e   i n   s u r p l u s .  The 
rned ium- te rm  r e source   p rospec t s  a l so  aeem  promising.  O i l  p r o d u c t i o n  is 
e x p e c t e d  t o  d e c l i n e   o n l y   d u r i n g   t h e   s e c o n d   h a l f  of t h e  19808. With e v iew 
t o  c h a n n e l i n g   t h e m e  resources t o  eectors t h a t   w o u l d   p r o m o t e   a e l f - s u e t a i n e d  
growth i n   t h e   p o e t - p e t r o l e u m  e ra ,  t h e   f i r s t   F i v e - Y e a r   D e v e l o p m e n t   P l a n   g i v e s  
p r i o r i t y  t o  p h y s i c a l   i n f r a s t r u c t u r e  , a g r i c u l t u r e  , f o r e s t r y ,   a n d   I n d u s t r y  
t h r o u g h   t h e   r e h a b i l i t a t i o n  of s t a t e   e n t e r p r i e e s ,  8 8  w e l l  a s  to  improving  
t h e   l i v i n g   c o n d i t i o n s  of t h e   p o p u l a t i o n .  The b a s i c   p r i o r i t i e s  of t h e   p l a n  
may be j u s t i f i a b l e   a n d   c o u l d   h e l p   p r o m o t e   g r o w t h   i n   t h e   n o n - o i l   s e c t o r  of 
t h e  economy.   However ,   t he   p l anned   l eve l  of i n v e s t m e n t   d o e s   n o t  seem con- 
s o n a n t   w i t h   t h e   a b s o r p t i v e   c a p a c i t y  of the  economy.   Moreover ,  t h e  s e c t o r a l  
d i s t r i b u t i o n   o f   p u b l i c   i n v e s t m e n t  is s u c h   t h a t ,   d u r i n g   t h e   f i r s t  yearR of 
t h e   p l a n ,   p u b l i c   s p e n d i n g  w i l l  b e   c o n c e n t r a t e d   o n   i n f r a s t r u c t u r e ,   n o t a b l y  
r o a d   a n d   b u i l d i n g   c o n s t r u c t i o n .  A8 a r e s u l t  , t h e   p l a n n e d   i n c r e a s e s   i n  
i n v e s t m e n t   e x p e n d i t u r e s  are l i k e l y  t o  exert p r e s s u r e  on d o m e s t i c   p r i c e s  
a n d   t h e   e x t e r n a l   p o s i t i o n .   I n   v i e w  of t h e   c o n s t r a i n t s   i n   t h e  area of 
exchange  rate p o l i c y   a r i s i n g  from t h e  Congo's   membership in a mone ta ry  
u n i o n ,   t h e   m a i n t e n a n c e  of r e l a t ive  p r i c e   s t a b i l i t y  i s  essen t i a l  f o r   t h e  
g r o w t h   o f   t h e   n o n - o i l   s e c t o r  of t h e  economy.  Thus, i t  w i l l  be   impor t an t  
t o   c o n t a i n   p u b l i c   s p e n d i n g  at l e v e l s   c o n s i s t e n t   w i t h   t h e   e c o n o m y ' s   a b s o r p -  
t i v e   c a p a c i t y .   I n   t h i s   r e s p e c t ,   t h e   a u t h o r i t i e s '   d e c i s i o n   t o   a d o p t  a f l e x i -  
b l e   a p p r o a c h   a n d   a d j u s t   i n v e s t m e n t   t a r g e t s   a n n u a l l y  i n  l i g h t  of e x p e r i e n c e  
a n d   c h a n g i n g   c i r c u m s t a n c e s  i s  a p p r o p r i a t e .   T h e   d e c i s i o n  t o  r e s t o r e   c o n d i -  
t i o n s  for growth  in t h e   m a n u f a c t u r i n g   a n d   a g r i c u l t u r a l   s e c t o r s   t h r o u g h   t h e  
r e h a b i l i t a t i o n  cf s t a t e  e n t e r p r i s e s  i s  a l s o  j u s t i f i e d   a n d   s h o u l d  be  imple- 
m e n t e d   q u i c k l y   a n d   w i t h   d e t e r m i n a t i o n .  To e n s u r e   e f f i c i e n t   u s e  of r e s o u r c e s ,  
t r a n s f e r s  t o  and   bo r rowings  by t h e s e   e n t e r p r i s e s   s h o u l d   b e   a c c o m p a n i e d   b y ,  
i f   n o t  made c o n t i n g e n t   u p o n ,   t h e   e f f e c t i v e   i m p l e m e n t a t i o n   o f   c o r r e c t i v e  
m e a s u r e s   d e s i g n e d  t o  i m p r o v e   t h e i r   e c o n o m i c   e f f i c i e n c y   a n d   f i n a n c i a l   p e r f o r -  
m a n c e .   T h e s e   m e a s u r e s   s h o u l d   i n c l u d e   c a r e f u l   I n v e s t m e n t   d e c i s i o n s ,   f l e x i b l e  
employment and p r i c i n g   p o l i c i e s ,   a n d   b e t t e r   m a n a g e m e n t .  
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To con ta in  i n f l a t i o n a r y   p r ~ ~ o u r m o ,   p r u d e n t  demand managmnent  end  income 
p o l i c i e r  w i l l  be c t u c i a l m  I n  t h i r  respect, f i a c a l  p o l i c y  w i l l  have t o  p l a y  
a key role. In t h e   l i g h t  of past experience and  of t h e   c o n m i d e r a b l e   u n c e r -  
t a i n t i e m   e u r r o u n d i n g  o i l  prompecte ,  a more p r u d e n t  fimcal p o l i c y   s t a n c e  ie 
c a l l e d   f o r .  To t h a t   e n d ,   d e t e r m i n e d  e f f o r t .  uhould  bc rude t o  c o n t a i n   t h e  
g rowth  of e p e n d i n g ,   p a r t i c u l a r l y   c u r r a n t   e x p e n d i t u r e ,   a n d   m o b i l i z e   a d d i t i o n a l  
d o w e e t i c   r e e o u r c e a m   G i v e n   t h e   r t r u c t u r e  of  t h e   c u r r e n t   b u d g e t ,   t h i o  will 
i n v o l v e  a timely r e a d j u r t m e n t  of recruitment a n d   e d u c a t i o n a l   p o l i c i c r .  The 
a u t h o r i t i e s '   e t a t e d   p o l i c y  of ra ieing t h e  r a t i o  of n o n - o i l  b u d g e t a r y  receipts  
to c u r r e n t   e x p e n d i t u r e   ( e x c l u d i n g   d e b t   e c r v i c e )  i e  a a t e p  towmrd limiting 
the e x p a n s i o n  of c u r r e n t   e x p e n d i t u r e .  The b u d g e t a r y  c o n t r o l  s y s t e m   e h o u l d  
a l s o  be e t r c n g t h e n e d   a n d  great care c x e r c i a c d   i n   t h e   s e l e c t i o n ,   e v a l u a t i o n ,  
a n d   c o e t i n g  of i n v e s t m e n t   p r o j e c t e m  A better c o o r d i n a t i o n  of b u d g e t a r y  
a n d   m o n e t a r y   p o l i c i e s   v o u l d  a l a 0  be w a r r a n t e d  C r e d i t  p o l i c y  ehould  be 
l e e s  accommodat ive   and   dee igncd  t o  e u p p l e m e n t   f i a c a l   p o l i c y ,   w h i l e   a v o i d i n g  
any o v e r h e a t i n g  of the   economy.  In t h i s   r e g a r d ,  it would be h e l p f u l  t o  
e n s u r e   g r e a t e r   e f f e c t i v e n e e e  of c r e d i t   c o n t r o l   t h r o u g h  the  a c t i v a t i o n  of 
t h e   r e s e r v e   r a t i o   a n d  a more a c t i v e   i n t e r e s t  r a t e  policym 

A l t h o u g h   t h e   o v e r a l l   b a l a n c e   o f   p a y m e n t s  poe i t ion  I m p r o v e d   r e c e n t l y ,  
owing to t h e   s h a r p   i n c r e a s e  in o i l  receipts a c c o m p a n i e d   b y   e u b s t a n t i a l  
f o r e i g n   b o r r o v i n g ,   t h e   e x t e r n a l   c u r r e n t   a c c o u n t   i m b a l a n c e   h a s   w i d e n e d  sig- 
n k f l c a n t l y   a n d   d e b t   s e r v i c e   o b l i g a t i o n s  are  r i s i n g .  More p ruden t  demand 
management p o l i c i e s ,   i n c l u d i n g  a f l e x i b l e   i n v e s t m e n t   p o l i c y   a n d   r e s t r a i n t  
i n  the a r e a  of e x t e r n a l   b o r r o w i n g ,  Is t h u s   n e c e s s a r y  t o  a v o i d   c r e a t i n g  exces- 
sive p r e s s u r e s  o n  t h e   e x t e r n a l   p o s i t i o n  of t h e   c o u n t r y .  A t  t h e  same time, 
t h e  a u t h o r i t i e s '   d e c l a r e d   p o l i c y  of b o r r o w i n g   o n   c o n v e n t i o n a l  terms o n l y  for 
t h e   f i n a n c i n g   o f   p r o j e c t s   w i t h   h i g h  rates of r e t u r n   s h o u l d   b e   e f f e c t i v e l y  
i m p l e m e n t e d ;   t h i s   w o u l d   h e l p   p r e s e r v e   t h e   c o u n t r y ' s   b o r r o w i n g   c a p a c i t y .  Wi th  
the   improvement  i n  t h e   c o u n t r y ' s   a b e o r p t i v e   c a p a c i t y ,  access to i n t e r n a t i o n a l  
c a p i t a l   m a r k e t s  w i l l  become i m p o r t a n t   i n   t h e  medium term, e s p e c i a l l y  i f  o i l  
p r o s p e c t s  were t o  be l e e s   f h v o r a b l e   t h a n   c u r r e n t l y   p r o j e c t e d .  



V. Promred Decirlon 

The follwiw dtmft declrion I# properad for adoption by the Executive 
Board I 

1. The Fund taka@ thlo  deci8ion i n  concluding t h e  1982 Article X I V  

coumultrtion vlth tho  Congo, i n  l i g h t  of t h e  1982 Article I V  conmultation 

with chm Co-o conducted  under Ihc i r ion No. 5392-(77/63), adopted Apri l  29 ,  

1977 (Surve i l lance  over Exchange Rate Pol ic ier) .  

2 .  The Fund notar with e a t i r f a c t i o n   t h a t  the Congo c o n t i n u e s   t o  

maintain nrt exchange ry r tem which i r  free of r e r t r i c t i o n e  on payment6 end 

tranrfcrr  for current   in ternat iona l   t raneac t ione .  
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P.0plmq8 Ikpubllc of thm Conp - Relatlonm with the  Fund 

(Am of July 31, 1982) 

D . t m  of m k t o h i p  

statu. 

Quota 

I n t e r v e n t i o n   c u r r e n c y  

Local c u r r e n c y / S D R   e q u i v a l e n t  

Fund h o l d i n g s  of c u r r e n c y  

Net cumulative a l l o c a t i o n  of SDRe 

Holdingcr of SDRs 

T r u s t  Fund l o a n s   d i s b u r s e d  
F i r s t   p e r i o d  
S e c o n d   p e r i o d  

Gold d i s t r i b u t i o n  

Direct d i s t r i b u t i o n   o f   p r o f i t s  
f rom gold sa les  

J u l y  10, 1963 

A r t  ic le XTV 

SDR 25.3 m i l l i o n  

The CFA f r a n c  , $.sued by t h e  Bank 
of C e n t r a l  A f r i c a n   S t a t e .  (BEAC), 
i o  pegged to t h e   F r e n c h  franc a t  
t h e  ra te  of CFAF 1 - F 0.02. 

CFAF 373.05 SDR 1 

SDR 2 2 . 2 2   m i l l i o n   ( 8 7 . 1   p e r  c e n t  
of q u o t a )  

SDR 9 . 7 2   m i l l i o n  

SDR 0.96 m i l l l o n ,  or 9 .8   pe r  c e n t  of 
t h e  n e t  c u m u l a t i v e   a l l o c a t i o n  

SDR 5.39 m i l l i o n  
SDR 7.32 m i l l i o n  

1 1 , 1 2 6   f i n e   o u n c e s  

USS2.09 m i l l i o n  

S t a f f   c o n t a c t s   a n d   t e c h n f c a l   a s e i s t a n c e  

T h e  l a e t  Article IV c o n s u l t a t i o n   d i s c u s s i o n s  were h e l d  i n  December 
1 9 7 8 ;   t h e   s t a f f  report ( S M / 7 9 / 9 0 ) ,   t o g e t h e r   w i t h  a r e q u e s t  f o r  a one-yea r  
e t and-by   a r r angemen t   (EBS/79 /197)   and  for a Trust Fund l o a n   ( T R / 7 9 / 1 1 ) ,  
w a s  d i s c u s s e d  by t h e   E x e c u t i v e   B o a r d   o n  A p r i l  2 5 ,  1979.  The  Board 
d e c i s i o n  on the c o n e u l t a t i o n  was: 

1. This d e c i s i o n  i s  t a k e n  by t h e  E x e c u t i v e   B o a r d   i n   c o n c l u d i n g  t h e  
1978 c o n s u l t a t i o n  w i t h  t h e  Congo, p u r s u a n t  to Art l c l e  XIV, S e c t i o n  3 ,  of 
t h e  Articlea o f  Agreement. 

2. The Fund n o t e s  w i t h  sa : i s fac t ion  t h a t  t h e  Congo c o n t i n u e s   t o  
mainrain an exchange  eyetem t h a t  is f r e e  of r e s t r i c t i o n s   o n   p a y m e n t s   a n d  
t rans fers   for  c u r r e n t   I n t e r n a t i o n a l   t r a n s a c t i o n s .  
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Dimcuarloam on m o t h e r  prwram were balun i n  February 1980 in Brarra- 
v i l l a  and continuad In A p r i l  1980 in Wa8hiagton0 No agreement waa reached. 

A 8taff  member of the Bureau of Statlrtlco virlecd Bragzavllle in 
Novmmbar 1961 to col lect  data for t h e  Government Finance Statieticr 
Yearbook. 
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People'. Republic of the Coneo - Financirl Rmlmtionm 
with the World Bank Group 

(An of July 31, 1962) 

(In milllonr of U.8. dol larr )  

A. IBRD/IDA program of lcndina Dirbursed  Undirburred 
operationo IBRD IDA I BRD IDA 

Agriculture (livestock) " 5.3 " 0.3 
Education 5 .  6 4 . 0  2 . 4  I_ 

Mining (potash)  30.0 " " " 

Pe t r oleum " 2.2 
Transportation 

" 2.8 

Highways " 5 *  5 " 1- 

Railways 319 .o 22.3 " 14.4 

To tal 39.3 - 
Lese: Amortization -31 4 -0.1 

i ng undi ebur sed - 4 2 . 2  - 39.2 
Outstanding,  exclud- 

B. IFC investments 

Equf t y  
Loans 

Total 

Disbursed 

Memorandum item: 

IBRD/IDA gross  disbursements L/ 
FY 1977 9.2 
FY 1978 9 .2  
FY 1979 17 - 8  
F Y  1980 7 . 0  
FY 1981 12.3 

" 

" 

Undisbureed 

0 . 2  
3.5 

3.7 - 

Source: World Bank Group. 

- 1/ F i s c a l  year J u l y  l -June 30. 



Area. mpulatioa, aad GDP mr cap1tu 

- CDP ( a t  market price,) 

Total ( i n  b i l l l o n r  of CFA francr) 
Agriculture (pet cent  of real  GDP) 
Hlnina (par cent  of r e a l  CDP) 
hnufacturiw (per cent  of real 

Covornwnt (per c e n t  o €  real  CDP) 
CDP) 

Porcontage  change i n   r e a l  CDP 
Crorr invertment am prr cent of 

naninal CDP 

P r i c e r  (per cent change) 

CDP d e f l a t o r  
Conrurcr   p r  i c e r  

Cent ra l   gove rnmen t   f i nance  

Revenue 
Of which: o i l  revenue 

C r a n t e  
Expend i tu re   and   ne t   l end ing  

Curren t  
Cap1 t a l  
Net l e n d i n g  

commitment b a s i e  
O v e r a l l   s u r p l u e  or d e f i c i t  (-), 

Arceare 
O v e r a l l   s u r p l u s  or d e f i c i t  (-), 

Fore   ign  f i n a n c i n g  ( n e t  ) 
Domestic f i n a n c i n g   ( n e t )  
Debt r e s c h e d u l i n g  

c a s h   b a e i e  

342,  OOO aqua re 
1 - 6   m i l l i o n  
2.7 per cant 
SDR 896 

1978 - 

203 9 
(11 - 3 )  
(31  e l )  

(9.2) 
(14.9) 

. e .  

28.2 

10.1 
. .. 

56.3 
(13.1) 

3.7 
75 .9  

(70.1) 
(5.1) 
(0.7) 

-15.9 
13  .7 

-2.2 
0.8 

-1.8 
3.2 

1979 - 

254 e 5 
(10-6) 
( 32 - 0 )  

(8-8)  
(13.9) 

9.8 

30.  3 

13.7 
8.1 

kllorpctcrr 

1980 - 
361 .9 

( 9 . 5 )  
(33.4) 

( 8 * 3 )  
(12.7) 

15.8 

32 .a 

22.8 
7 - 2  

198 1 - 

507.5 

(36.4) 

( 8 .  3 )  
( 11 .a) 

1 4 . s  

40.9 

( 6 . 9 )  

22 e4 
17  .O 

( I n  b i l l i o n s  of CFA f r a n c s )  

51.6  117.4  209 . 6 241 - 4  
(22.7) (58.81 (126.1)  (134.9) 

4 .3  
63.1 130.0 190.7 235.0 

0.8 " " 

( 4 9 . 6 )  (102.5)  (119.8)  (153.5) 
(11.3)  (27.5) ( 7 0 . 9 )  (81.5) 

(2 .2 )  ("1 ("1 ("1 

-10.7  -12 6 18.9 10.4 
6 -4 4.6 - 7 . 1  -4 .o 

-4 . 3 -8.0 11.8 6 .4  
-0.8 9.1 -2.2 ... 
1.1 -2.5 -9.6 
4 .O 1 . 4  " " 

0 . .  
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People*@ Republic of the Conno - Baric Data (concluded) 

Honey and credit 

Damrtlc c r e d i t  
Canter1 Government 
Other 

Uoney and  quai-money 

Balance of paymcnta - 
Exportr, f.0.b. 
Impor t r ,  f.0.b. 

Trade  balance 
Se rv ice8   and   p r iva t e   t r ans fe r s  

( n e t  1 
Current  account  balance 

Official  t r a n s f e r s  
Capi ta l   account   (ne t )  

O f f i c i a l  
P r i v a t e  

Errors and  omirsions (aet)  
Al loca t ion  of SDRs, Trus t  Fund, 

and   va lue   t lon   changes  
Overall s u r p l u s  or d e f i c i t  (-) 

Cur ren t   accoun t   de f i c i t  as per 
c e n t  o f  GDP 

Groee o f f i c i 8 1   f o r e i g n  reserves 
(end of per iod)  

I n  weeks of  importe,  c.1.f. 

Externa l   publ ic  debt 

Disbursed and oute tandjng  
(end of per iod)  

Debt e e r v i c e  am per cent of 
e x p o r t s  of goode  and non- 
f a c t o r   s e r v i c e s  
Excluding the  Fund 
Including the Fund 

19  78 - 

6.4 
17 . 3  
1.3 
7 .O 

1978 - 

246 2 
-213 7 

32.5 

-202 8 
-170.3 

37.2 
118.6 

1979  1986  1981 - - 
(Pe r   cen t   ch rnpr )  

10.1 1 7  * 2  25 *8  
-0.2 5.3 -80.2 
15.6 22.8 68.2 
2 1  e 8  36.7 50. 3 

1979  1980  1981 - - 
Prov . 

( I n   m i l l i o n 8  of SDRs) 

-212.1 -462.1 -649.9 
-109.3 -181.S -415-8 

32.7  48.6  46.8 
63.8  149.6  425.0 

(95.3) (43.6)  (148.6) (100.1) 

-13.1  12.9  40.9 -_ 
3.7 8.4  6.6 -1.9 

-23.8  8.4 64.3  54.1 

(23.3) (20.2) (1.0) (324.9) 

18.4 8.3 10.1 23.3 

8.8 36.6  72.5  109.6 

1 . 7  5e5  7.3  6 e 8  

1982 - 
b t  

* * I  

. b e  ... ... 
1982 - 
Eat  

981 a2 
-730.0 

251 a 2  

-662 m9 
-411 .7 

58.4 
410.6 
(92.1) 

(318.5) 
" 

-- 
57 m2 

18.2 

162 m0 

9.4 

590.2 623.2 703.8 861.0 972.9 

26.1 14.6 6.7 9.1 11.9 
26.1 14.6 6 -8  9.2 1 2  .o 


