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Zaire - Basic Data

Area, population, and GDP per capita

Area

Population: Total (1980 estimate)
Growth rate

GDP per capita (1980)

GDP

Total (in millions of zaires)

Agriculture (per cent of

real GDP)

Manufacturing (per cent of

real GDP)

Mining (per cent of real GDP)
Per cent change in real GDP
Gross investment as per cent of

GDP (at market prices)

Prices (per cent change)

GDP deflator
Consumer prices

Central government finance

Current revenue
GECAMINES
Other
Current expenditure
Capital expenditure
External grants
Overall deficit (=)

FExternal borrowing (net) as
per cent of overall deficit
Domestic bank borrowing as per

cent of overall deficit
Overall deficit as per cent of
GDP

2,343,950 square kilometers

28.3 million
1.5 per cent
SDR 162

1978 1979

5,480.5 11,126.8
18.4 19.6
7.6 7.4
22,7 22.3
~4,7 -3.3
18.4 18.7

45.4 109.9
48.5 101.3

(In millions of zaires)

731.0 1,930.0

(106.5)  (729.3)

(624.5) (1,200.7) (2,754.9) (4,250.0)

1,240.7  2,299.0
267.3 319.0
171.0 220.0

-60600 -468'0
11.7 -0.4
87.3 103.4

11.1 4.2

1980 1981
Proj.

16,704.7 24,723.0
19.6 19.5
7.1 7.1
23,2 23.5
2.5 2.1
20.8 21.5
46,5 45.0
46.7 45,0
3,738.6  4,780.0
(983.7)  (530.0)
3,714.4  5,235.0
617.4 995.0
448.0 700.0
'145.2 -75000
-84.0 -33.3
184.0 133.3
0.9 3.0



Zaire - Basic Data (continued)

Money and credit

Net domestic assets

Government
Enterprises and households
Money and quasi-money

Balance of payments

Exports, f.o.b.
Imports, foOobo
Trade balance
Net services and unrequited
transfers
Current account balance
Capital account (net)
Public capital
Private capital and errors and
omissions
SDR allocation
Exceptional financing and reserve
movements
Debt rescheduling and emergency
assistance
Payments arrears (decrease =)
Net international reserves
(increase -)
Current account deficit (-) as per
cent of GDP

Gross official foreign reserves
(end of period) 1/

External public debt

Disbursed and outstanding (end
of period)

Debt service as per cent of
exports of goods and non-
factor services

1978 1979 1980 1981

PrOJ.

(Per cent change)
47.1 5.7 45.1 45,2
(49.6) (30.7) (13.0) (42.9)
(19.4)  (37.1) (15.4) (46.8)

60.7 12.4 61.5 32.2

(In millions of SDRs)

1,258 1,420 1,501 1,360
~818 -857 =923 =945
440 563 578 415
=506 =552 -578 =777
=66 11 -— -362
-197 -209 -196 -154
98 -38 18 -100
~295 =171 =214 =54
- 16 16 16
263 182 180 500
45 51 1,254 399
278 168 -1,050 ')
-60 -37 =24 XX
‘1.2 0.2 - -7.6
97 157 160 118
2,954 3,059 3,536 el

11.9 11.8 20.1 30.8

1/ Excluding gold.
2/ End-September.
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Zaire ~ Basic Data (concluded)

Relations with the Fund

Date of membership Se ptember 28, 1963

Quota SDR 228 million

Status Article XIV

Exchange system The zaire 1s pegged to the SDR.

As of November 30, 1981 the
rate was Z 1 = SDR 0.1575.

Fund holdings of Zaire's currency

(November 30, 1981) SDR 509.9 million (223.6 per cent
of quota), of which SDR 14.1
nillion (6.2 per cent) was related
to purchases under the compensatory
financing facility and SDR 17.8
million (7.8 per cent) to purchases
under the oil facility.

SDR holdings (November 30, 1981) SDR 9.1 million, equivalent to 10.5
per cent of the net cumulative
allocation of SDR 86.3 million.

Distribution of profits from

gold sales US$18.0 nmillion
Gold distribution 96,709 troy ounces of fine gold
Trust Fund loans outstanding SDR 110.4 million
Technical assistance Five CBD experts, including a

Principal Manager, are currently
serving in the Bank of Zaire.
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I. Production and Expenditure

Zaire is one of the largest countries in Africa, both in area and
population, and is rich in natural resources, including a number of stra-
tegic minerals and a vast hydroelectric potential. Following a long period
of inappropriate policies and measures, especially in the early 1970s, Zaire
has faced serious economic and financial difficulties since 1975, when 1its
terms of trade deteriorated markedly. In particular, real gross domestic
product (GDP) has generally stagnated, the rate of inflation has been very
high, the balance of payments has been under great pressure, and the country
has found it difficult to service its external debt. In 1980 economic and
financial performance showed some improvement, as the Zairian authorities
implemented relatively successfully a stabilization program initiated in
mid=1979; but further adjustment efforts are still needed to alleviate the
structural problems in the economy, as well as to promote internal financial
equilibrium and a sustainable external payments position.

1. Production

Zaire's real GDP declined by about 3 per cent in 1979, but rose by 2.5
per cent in 1980 (Table 1), The mining cector, which in 1980 accounted for
23 per cent of total output, played a determining role in these movements;
thus, in 1979 the drop in value added of the mining sector represented 37
per cent of the decline in overall GDP, while in 1980 the increase in
value added of that sector amounted to 61 per cent of the total. Services
other than commerce, which in 1980 accounted for 26 per cent of real GDP,
also played an important part in 1979, when the decline in value added of
that sector was equivalent to 29 per cent of the total drop in GDP, As
shown in Table 1, where subsistence agriculture and subsistence construction
are presented as separate sectors, in 1979 value added increased in five out
of the ten sectors of the economy and declined in the other five; in 1980
value added increased in six, declined in two, and stayed unchanged in the
remaining two sectors. The evolution of nominal GDP, by sector, in each
of these two years is indicated in Appendix Table I.

In 1980 real GDP was some 10 per cent lower than its 1975 level, while
the population was 14 per cent greater. The factors constraining growth in
Zaire remained, as for the years since 1975, limited foreign exchange for
imports, transport difficulties, insufficient domestic and external confi-
dence among producers and poteritial investors, and admiristrative bottle-
necks. These factors in turn resulted in severe shortage of spare parts,
fuel, and essential raw materials for production and for the rehabilitation
of rundown equipment, and an extremely low level of capacity utilization,
as well as a low level of fixed capital formation relative to GDP.

In 1981 real GDP is expected to register a growth rate of about 2 per
cent. Although developments in export markets and capital movements have

been far less favorable than anticipated, thereby precluding a significant
amelioration of the foreign exchange situation for imports, the substantial



;igi‘ Table 1. Z2aire: Gross Domestic Product by Industrial
Fran Origin at 1970 Prices, 1975-81
S

%~

(In millions of zaires)

1975 1976 1977 1978 1979 1980 1/ 1981 2/
Agriculture (commercial-
ized) 81.8 90.4 8l.7 75.2 81.7 82.9 83.1
Mining 3/ 262.0 226.7 239.8 218.0 206.3 220.4 227.9
Manufacturing 92,1 84.8 83.0 72,5 68.2 67.5 68.9
Construction 38.7 32.5 27.1 27.7 24,1 2.1 25.2
Electricity and water 10.2 11.0 11.2 11.4 11.6 11.8 12.0
Transportation and tele-
comnunications 82.3 71.1 67.0 65.7 59.2 63.0 64.0
Cozmarce 120.9 113.7 114.0 95.8 96.9 97.6 99.0
Other services 4/ 243.0 242.5 259.0 261.3 252.1 249.3 252.5
Import duties 32.8 18.4 15.9 16.3 15.1 18.6 19.3
Commercialized GDP 945.8 891.1 898.7 847.9 815.2 835.2 851.9
Agriculture (subsistence) 88.9 91.5 94.2 97.0 99.9 102.9 106.0
Construction (subsis- -
tence) 19.4 16.2 13.5 13.8 12.0 12.0 12.5
Total GDP 1,054.1 998.8 1,006.4 958.7 927.1 950.1 970.4

Source: Data provided by the Zairian authorities.

1/ Provisional.
/ Projected.

2
3/ 1Including processing of minerals.
4/ Including banking and government services.



policy measures taken by the authorities during 1980 and the first half of
1981 have contributed to a strengthening of confidence in the economy.
Furthermore, a concerted effort has been made since early 1980 to improve
the allocation of foreign exchange resources. As a result, all sectors
are forecast to show positive growth rates in 1981.

a« Agriculture and agro-industry

The deterioration of the transportation network following many years
of neglect, dislocations due to the Zairianization measures of 1973-74 (even
though these measures were largely rescinded later on), the lack of agricul-
tural credit for small-scale producers and of foreign exchange for essential
imports, and insufficient storage and other marketing facilities, as well as
the uncertainties created by the Government's pricing policies, all contri-
buted to retarding agricultural development in the 1970s. Recently, however,
measures have been initiated to remedy the situation, the aims and objectives
of which were spelled out in a document entitled Programme de Relance
Agricole (January 1978) as follows: (1) self-sufficiency in basic food-
stuffs (especially rice, manioc, and maize); (2) renabilitation of agricul-
tural production for local agro-industries; (3) promotion of agricultural
production for exports; and (4) improvement of living conditions of the
rural population. In this context, the Zairian authorities have sought to
improve the export regime for coffee and timber by allowing exporters to
retain a certain portion of their foreign exchange receipts with a view to
financing more of their imports of spare parts and other intermediate goods;
in addition, the minimum producer prices have been raised periodically, and
since June 1, 1981 some of these prices have been eliminated.

In July 1978 the Government introduced a system of development agree-
ments (conventions de développement) under which manufacturing firms are
authorized to increase their prices by up to 10 per cent with the proviso
that the extra profits thus earned would be used in projects, designed and
managed by the enterprises themselves, for the production of the raw mate-
rials they normally use.

Efforts are also being made to strengthen the Department of Agriculture
and Rural Development, with technical assistance from abroad, in order to
improve its extension services and policy formulation in general. In addi-
tion, the authorities are attempting to improve interdepartmental coordina-
tion on agricultural issues, and they are examining various possibilities
for increasing credit to small-scale agricultural producers. One of the
possibilities under consideration is the establishment of af special credit
unit for small farmers within SOFIDE, the development bank, which has
greatly expanded its lending operations to the agricultural sector in
recent years.

In the commercialized agricultural sector, value added expanded by
3 per cent in 1979 and by 1 per cent in 1980, but it is expected to increase



by less than 1 per cent in 1981. 1In the case of subsistence agriculture,
value added rose by 3 per cent in bcth 1979 and 1980, and it is projected
to increase at the same rate in 1981.

The production of palm fruit and its agro-industrial counterparts,
palm oil, palm kernel oil, and palm husks, either stagnated or declined
during 1979 and 1980, continuing a trend that had persisted throughout the
1970s. Thus, the production of palm oil stagnated in 1979 and declined by
5 per cent in 1980 to 93,200 tons (Appendlx Table II). In 1981 all three
products are expected to show increases, with palm oil production projected
to amount to 115,000 tons (a 23 per cent increase). The o0il palm industry
requires substantial new investments and the authorities have, since 1977,
been implementing a program designed to plant 100,000 hectares of industrial
palm; part of the required investment is being financed with external aid,
including som. from the IDA.

After declining by 22 per cent ir 1979, coffee production recovered
in 1980 to 80,300 tons; but it is expected to drop by some 4 per cent in
1981 (Appendix Table II). Zaire's coffee production, mostly of robusta,
is significantly understated because of smuggling to neighboring countries.
Such smuggling has been quite subatantial in some years, as traders have
sought the opportunity to purchase consumption gocds that are not available
in sufficient quantities domestically or to obtain for their products a
stronger currency than the zaire. To improve the marketing of coffee and
to counter smuggling, in 1979 the Zairian authorities eliminated the Office
National du Café (ONC) and replaced it with the Office Zairois du Café
(OZACAF) with strengthened authority, more rigorous standards for buying
agents, and reinforced rules and regulations governing the coffee trade.
OZACAF is expected to keep a closer surveillance of developments in coffee
production and stocks, and thus serve as a more effective representative
of Zaire in the International Coffee Organization.

After several years of persistent declines, the production of cotton
(fiber) increased by 20 per cent in 1979 and by a further 62 per cent in
1980. However, as shown in Appendix Table II, the 1980 production of
9,700 tons was still only 60 per cent of the level that had been attained
in 1975. Production in 1981 is expected to more than double to 20,000 tons.
The decline in cotton produ~tion that had occurred in the period 1975-78
was, to an extent, due to difficulties in evacuating cotton to the factory
centers because of the bad roads and insufficient vehicles; it was also due
to the deteriorated state of the cotton gins, poor extension services to
planters, and lack of incentives for farmers. In order to alleviate the
situation, in 1979 the authorities eliminated the Office National des Fibres
Textiles (ONAFITEX); its functions have been given to local textile indus-
tries organized into seven agro-industrial units of mixed enterprises under
the supervision of the Caisse de Stabilisation Cotonniére.

The production of timber (logs) increased by 6 per cenr in 1979, but
declined in 1980 by 7 per cent to 325,000 cubic meters; in the case of



sawn timber, output declined by 13 per cent in 1979 and again by 23 per
cent to 68,100 cubic meters in 1980. In 1981 output of timber (logs) is
expected to increase by 8 per cent to its 1979 level of 350,000 cubic
meters (Appendix Table II). Substantial improvements have occurred in
timber production since the coming into operation in 1977 of a new firm
with modern up~to-date facilities and management. The older timber
companies are also making efforts to rehabilitate and improve their plants
and equipment.

The production of foodstuffs contirues to lag substantially behind
the potential of the country. Although data on foodstuff production are
incomplete, the available information indicates that output of maize,
manioc, and rice, which are the most important staples, have elther
stagnated or declined in recent years (Appendix Table II). In 1979 the
production of commercialized maize was only 2 per cent above its 1975
level and lower than the level attained in 1977. A similar situation has
prevailed for manioc, the production of which in 1979 was 1 per cent above
its 1975 level, and for rice whose production was 3 per cent lower in 1979
than in 1975. Foodstuff production has had problems at the farm level and
in marketing. At the farm level, there has been severe shortage of
fertilizers and pesticides, while a great need persists for effective
extension services. The marketing problems have ensued not only from the
poor state of the road system but also because marketing structures are
underdeveloped.

In an effort to revive food production, in 1978 the authorities created
the Office National de Promotion des Produits Vivriers (ONPV); they also
launched a Programme Agricole Minimum (PAM) for the years 1980-81. PAM is
designed to accelerate supplies of additional inputs and to make additional

provisions for transport equipment to farmers; bu~ the program has been
slowed down by lack of adequate personnel and equipment.

b. Mining

The index of mineral production (including petroleum) declined by
5 per cent in 1979, but rose by 13 per cent in 1980 when it was, neverthe-
less, still 9 per cent below its 1975 level (\Appendix Table III). Copper
production fell by 6 per cent in 1979, but expanded by 15 per cent in
1980 to 459,300 tons. Output of cobalt rose by 7 per cent in 1979 and by
4 per cent in 1980 to 14,500 tons, while zinc production fell by 12 per
cent in 1979 and again by 11 per cent in 1980 to 122,800 tons. In 1981

the production of copper is expected to increase by about 2 per cent and
that of cobalt by 4 per cent.

The production of the above three minerals is carried out mostly by
GECAMINES (Appendix Table IV); another company, SODIMIZA, accounts, on the
average, for 6-8 per cent of the total copper output. GECAMINES has been
facing a number of problems in recent years that have adversely affected
its production; these have included staffing and organizational problems,



technical difficulties, and delays in the implementation of its investment
program.

Diamor.d output declined by 22 per cent in 1979, but recovered somewhat
in 1980 when it increased by 17 per cent to 10.2 million carats; however,

in 1980 it was still 20 per cent below the level of production in 1975. A
basic factor behind the decline in diamond output in recent years has been

the deterioration in the quality of the ore being mined. In addition, the
ma jor producer, MIBA, has had technical problems which it intends to resolve,
with external assistance, through the construction of a kimberlite plant as
well as a dredging project.

Petroleum production in Zaire has expanded since 1975, despite tech-
nical problems that have sometimes disrupted operations. A consortium led

by Zaire Gulf-0il, as well as Zaire Pétrole (ZAIREP), are involved in the
production; the latter company started operation in May 1979. Production

of crude petroleum increased by 15 per cent in 1979, but fell by 13 per
cent to 6.6 million barrels in 1980 due to technical difficulties; it is
expected to decline by a further 2 per cent to 6.5 million barrels in 1981,

Ce Manufacturing

The index of manufacturing production declined by 8 per cent in 1979
and by 2 per cent in 1980; the consumption goods component fell by 12 per
cent in 1979 and by 1 per cent in 1980, while that of equipment goods
remained unchanged in 1979 but fell by 3 per cent in 1981 (Appendix
Table V). 1In 1980 only metal manufacturing attained a real value higher
than that of 1975. The persistent decline in value added in manufacturing
since 1975 has reflected extremely low capacity utilization rates (30 to
40 per cent during the 1979-80 period) in certain cases and deteriorated
equipment in others. These factors have in turn been due mainly to short-
ages of spare parts, raw materials, and fuel, as the required foreign
exchange has been lacking. Although certain incentives were dampened by
the attempt at Zairianization and by price controls, a substantial improve-
ment in the investment climate was achieved by the decision in late 1976
to return most enterprises to their former owners and by the recent
liberalization and improved flexibility of the price control regime. In
addition, on September 28, 1979 Zagire adopted a new Investment Code and
created a new Investment Commission to implement the Code. The work of the
Commission was to become more transparent and its decisions more rational
and less political than before. The Zairian Enterprises Association (ANEZA)
played an active role in drafting the new Code and in deciding on the
nature and modus operandi of the new Commission. Under the new Code,
enterprises may benefit from special incentives, including tax exemptioms,
if they satisfy certain criteria.



d. Other sectors

The other productive sectors of the economy have also shown the symp-
toms of foreign exchange shortage, with the attendant lack of raw materials,
fuel, and spare parts, despite the benefits ensuing from public projects.
Thus, in real terms, the value added in construction declined by 13 per
cent in 1979 and stagnated in 1980, while that in electricity and water
increased by 2 per cent in both years. After a 10 per cent decline in
1979, transportation and telecommunications recovered somewhat in 1980,
registering a rise of 6 per cent. The value added in all these three
sectors 1s expected to increase in 1981.

As to the service sectors, the value added in commerce rose marginally
in both 1979 and 1980 and is expected to increase similarly in 198l. The
value added in other services, including government services, fell by 4 per
cent in 1979 and by 1 per cent in 1980, but is expected to recover in 1981
to just over its 1979 level.

2. Expenditure

Gross domestic expenditure increased by 103 per cent in 1979 and
51 per cent in 1980 (Table 2), but these increases reflected mainly price
movements; real domestic expenditure rose by only 16 per cent in 1979 and
by 17 per cent in 1980 (Appendix Table VI). As a proportion of GDP, con-
sumption fell from 86 per cent in 1979 to 84 per cent in 1980 due to a
sizable drop in the ratio of private consumption to GDP; govermment con-
sumption relative to GDP rose from 17 per cent in 1979 to 20 per cent in
1980. As a result, there was an increase in domestic savings in relation
to GDP, from 14 per cent in 1979 to 16 per cent in 1980. In real terms,
the level of total consumption in 1980 was 17 per cent below that of 1975;
private real consumption in 1980 was 35 per cent below its 1975 level,
indicating a major deterioration of living standards, while reflecting the
decline in output and the sharp rise in prices during the intervening
period.

Gross fixed investment as a proportion of GDP declined by four per-
centage points to 13 per cent in 1979, but recovered somewhat to 16 per
cent in 1980; these compare unfavorably with the ratio of 29 per cent in
1975. In view of the economic difficulties of Zaire since the mid-1970s,
foreign capital inflows have declined drastically, while lack of needed
foreign exchange for imported components has also proved an obstacle to
some potential investment. Finally, although the deficit on goods and
nonfactor services as a proportion of GDP rose from &4 per cent in 1979 to

5 per cent in 1980, it was significantly below the 19 per cent level of
1975.
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11. Prices, Wages, and Emgloxgent

1. Prices

As with many other countries with similar structures, the consumer
price level in Zaire is greatly influenced by the rate of growth of domes-
tic credit and/or net domestic assets of the banking system relative to
real output growth, by the movements of prices of imported goods, and by
exchange rate developments. In Zaire the quarterly average level of net
domestic assets rose by 34 per cent in 1979 and by 19 per cent in 1980,
while real output fell by about 3 per cent in 1979 and rose by 2.5 per
cent in 1980. At the same time, export prices (expressed in U.S. dollars)
of Zaire's trading partners rose by 18 per cent in 1979 and by 17 per cent
in 1980. Furthermore, the average exchange rate of the zaire vis-3-vis
the SDR declined by 53 per cent in 1979 and by 39 per cent in 1980. As a
result of these developments, the consumer price index (CPI) for Kinshasa,
which 1s used as the principal indicator of the rate of inflation, rose
on average by 101 per cent in 1979 and by 47 per cent in 1980 (Table 3).

In both 1979 and 1980 the prices of foodstuffs, which account for
about 61 per cent of the CPI, increased by less than the overall average,
while the prices of the other elements of the index (housing, clothing,
and miscellaneous items) rose by more; on average, the prices of foodstuffs
increased by 97 per cent in 1979 and by 21 per cent in 1980. In 1981 the
average level of the CPI is expected to rise by some 45 per cent.

Substantial increases were made in the minimum producer prices in 1979,
as well as in 1980 (Table 4). For robusta coffee, the minimum producer
price was raised almost fivefold in 1979 and was practically doubled in 1980,
while for first quality cotton it was doubled in 1979 but left unchanged
in 1980; sizable increases were also effected in the case ¢f maize, manioc,
palm fruit, and rice.
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Table 3. Zaire: Consumer Price Index for Kinshasa, 1976-81 1/

(1975 = 100; period averages)

General
index Food Housing Clothing Miscellaneous
(100 per (60.6 per (17.1 per (9.5 per (12.8 per

cent) cent) cent) cent) cent)

1976 March 149.0 165.1 124.3 110.3 99.4
June 175.4 187.3 149.1 140.4 180.3
September 199.8 215.5 178.5 171.3 172.6
December 216.9 232.4 190.1 195.8 196.7
Annual average 180.7 198.1 157.2 142.7 157.2

1977 March 279.2 318.1 208.8 199.3 266.4
June 316.8 376.6 215.3 214.9 268.0
September 323.56 377.8 231.4 234.9 276.4
December 340.0 391.8 220.8 308.4 264.,0
Annual average 305.4 350.5 216.8 229.7 273,0

1978 March 379.0 542.9 253.3 305.6 256.6
June 413,2 490.1 270.9 364.7 270.8
September 489.9 574.6 321.0 423.3 339.4
December 656.4 821.9 376.8 476.7 313.7
Annual average 453.4 550.2 289.2 3n.z 296.9

1979 March 823.9 970.1 604.3 ' 642.6 562.2
June 970.9 1,177.3 642.8 698.4 634.4
September 1,025.8 1,125.7 912.4 664.9 903.4
December 1,126.5 1,220.7 920.9 1,073.3 995.1
Annial average 912.7 1,082.9 731.8 769.5 707.4

1980 March 1,206.0 1,176.2 1,502.7 974.4 1,122.2
June 1,371.2 1,368.6 1,575.3 1,099.1 1,312.8
September 1,417.6 1,330.7 1,713.2 1,477.7 1,389.3
December 1,425.8 1,358.0 1,569.7 1,650.3 1,387.5
Annual average 1,339.0 1,313.3 1,544.,7 1,271.5 1,268.2

1981 March 1,551.0 1,508.5 1,700.0 1,725.3 1,423.7
June 1,725.6 1,763.4 1,764.9 1,766.8 1,463.8

July 1,805.7 1,833.6 1,813.2 1,901.6 1,592.6

Source: Data provided by the Zairian authorities.

1/ Estimatea of the National Institute of Statistics (INS), based on 169 articles.
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Table 4. Zaire: Minimum Producer Prices, 1975-81

(In makuta per kilogram; end of period)

1975 1976 1977 1978 1979 1980 1981

Sept.

Coffee 1/

Robusta 9 14 14 14 80 150 -

Arabica 17 32 32 32 100 200 -
Cotton

First quality 10 20 20 45 90 90 115

Second quality 5 15 15 35 60 60 90
Maize 7 10 12 22 . 35 50 50
Manioc 2 10 10 22 35 50 50

Q

Palm fruit 1/ 1 2 S 5 5 10 -
Rice, paddy

(Uvira zone) see see see cae 200 200 200
Rice, paddy

(Other zones) 8 12 12 16 27 70 70

Source: Data provided by the Zairian authorities.

1/ The minimum producer price has been eliminated in 1981.

To improve price incentives in the economy, the Zairian authorities
have liberalized substantially the domestic pricing system. Effective
June 1, 1981, price controls at the ex—-factory, wholesale, and retail levels
were lifted on a wide range of goods and services. Thus, price controls now
apply only to those goods and services considered of strategic importance,
namely, palm oil, wheat flour, sugar, petroleum and pharmaceutical products,
construction materials other than wood, water, electricity, and internal
< public transport. Even in these cases, controls are being administered o
4 lexibly, with requests for price increases being regarded as automatical kiggt .
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palm fruit were also eliminated; and the authorities made it clear that
the few remaining ones are strictly floor prices above wiiich all transac-
tions hetween producers and buyers may be freely concluded.

Regarding petroleum prices, the policy has heen to adjust them period-
ically to reflect developments in world oil prices and in the exchange rate,
as well as to encourage domestic conservation. But these adjustments have
not been effected promptly or consistently for the different petroleum
products and have resulted in relative domestic prices that have been dif-
ferent from world relative prices. The aim has been to generate relatively
high profits from those products (e.g., gasoline) demanded by the more
well-to-do consumers, while minimizing profits on those products (e.g.,
kerosene) which are heavily utilized by low-income earners. Because of
the financial constraints imposed by this policy on oil-distributing
companies, the authorities have recently sought to modify the relative
price structure of petroleum products. In keeping with the new policy,
in July 1981 prices of gasoline were raised by 38 per cent, whereas those
of keroserie and diesel fuel were increased by 79 per cent and 143 per cent,
respectively (Table 5), compared with a devaluation of 67 per cent in local
currency terms in June 1981.

Table 5. Zaire: Retail Prices of Petroleum Products, 1977-81

(In zaires per liter; end of period)

1977 1978 1979 1980 1981

Jan, Sept. Mar. Oct. July

Gasoline (regular) 0.49 0.51 1.37 2.50 4.00 4.00 5.50
Kerosene 0014 0014 0020 0. 70 1.20 1.40 2.50
Diesel fuel 0.17 0.17 0.24 0. 71 1.00 1.15 2.80

Source: Data provided by the Zairian authorities.

2. Wages and employment

Following a number of adjustments, the minimum wage index increased by
34 per cent in 1979 and by 6 per cent in 1980 (Table 6), or at a much slower
- pace than the rate of inflation.

In the public sector, a new salary scale
- was introduced on April 1, 1979 to compensate employeeg. for some of the

, .erosion of their real salaries due-to.past-inflation.: Consequently, the



average public sector salary index increased by 106 per cent in 1979 and by
16 per cent in 1980. In the private sector, nominal wages on average rose
by 34 per cent in 1979 and by 36 per cent in 1980. In the case of GECAMINES,
the average salary increased by 37 per cent in 1979 and tripled in 1980,
reflecting mainly the indexation of expatriate salaries.

Table 6. 2aire: Nominal Wages in the Private
and Public Sectors, 1975-80

(1975 = 100)

1975 1976 1977 1978 1979 1980
Minimum wage 100.0 131.4 137.1 157.1 209.9 222.8
Public sector 100.0 12709 133.4 15507 32003 37105
Private sector 100.0 131.4 159.5 206.5 277.3 378.3
GECAMINES 100.0 150.9 186.5 240.8 328.8 986.5

Source: Data provided by the 2Zairian authorities.

Real wages and salaries have been declining steadily following the
large inflation rates experienced in recent years. Thus, on average, real
wages in the private sector declined by 33 per cent in 1979 and by 7 per
cent in 1980; in the public sector, they rose by 2 per cent in 1979 and
fell by 21 per cent in 1980.

Employment data in Zaire are readily available only for the government
sector. These show that employment in the Government, excluding the
military, rose by 7 per cent in 1979 and by a further 4 per cent in 1980
to some 405,000,

II11. Economic Development Planning

1. The public investment program for 1979-81

In order to promote the revival of economic activity, the Zairian
authorities launched in late 1978 a public investment program covering the
three-year period 1979-8l. This program, which was prepared with World =
Bank assistance, vas an integral partof aihroader plapsofccorrectiver >




action, the Mobutu Plan, designed not only to improve economic conditions
and management but also to promote financial adjustment. As revised and
updated, the 1979-81 public investment program envisaged total outlays of
Z 4.6 billion (at 1980 prices), 1/ of which 14 per cent was allocated to
agriculture, 34 per cent to mining, 23 per cent to transportation, 22 per
cent to energy and water, and the balance to health and education; the
program was to be financed in almost equal shares by domestic and foreign
resources.

Available data on the execution of the program indicate that, despite
an improvement in the implementation rate in 1980, investment in 1979-80
amounted to somewhat less than Z 1.9 billion, or 40 per cent of the three-
year total, compared with a target of 63 per cent. On a sectoral basis,
the lowest rate of implementation was recorded in agriculture (19 per cent),
while the highest was registered in mining (60 per cent). Implementation
of the program was apparently constrained by the shortage of financial
regources, the execution of certain ongoing projects outside of the pro-
gram, and management deficiencies at the project level, notably in the
agricultural sector. 1In light of this experience, in March 1981 the
authorities adopted a new public investment program which covers the three
years 1981-83.

2. The public investment program for 1981-83

This program, which was approved by presidential decree on April 2,
1981, aims essentially at reviving the economy and increasing exports by
rehabilitating and strengthening the directly productive sectors as well
as the supporting infrastructure facilities. In several respects, it
carries forward the actions initiated during 1979-80. Unlike the 1979-81
program, however, the new program is more comprehensive, encompassing all
ongoing and new development projects planned for execution by the Govern-
ment and public enterprises. At the gsame time, the authorities have reaf-
firmed their commitment to encourage private investment, especially in
agriculture and manufacturing, and they have taken appropriate actions to
this end, including the liberalization of the domestic pricing system
described earlier and the reorientation of the foreign exchange allocation
system in favor of priority imports.

The new program provides for total public investment of Z 6.9 billion
(at 1980 prices), of which almost 14 per cent is allocated to agriculture
and related infrastructure, 34 per cent to mining, 20 per cent to transpor-
tation, and 16 per cent to the energy sector (including water supply), with
the balance being devoted to social infrastructure and other services
(Table 7). Of the total investment, which is to be carried out in roughly
equal annual tranches, 21 per cent is expected to be financed through the

i¥ 1/ Since June 19, 1981, when the zaire was devalued sby=4O-per cent 4n -
“termg-of~the SDR, - 241:=-SDR404 15754 I e T -
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T‘ble 7. Zaire: Public Investment Program by Sector, 1981-83

(In millions of zaires; at 1980 prices)

1981 1982 1983 1981-83
Total Per cent
of total

Agriculture and related
infrastructure 388.4 284.5 278.7 951.6 13.9
Agriculture per se 113.6 76.8 70.3 260.7 3.8
Agriculture (79.8) (48.1) (49.6) (177.5) (2.6)
Livestock (23.5) (19.9) (16.8) (60.2) (0.9)
Forestry (10.3) (8.8) (3.9) (23.0) (0.3)
Infrastructure 274.8 207.7 208.4 690.9 10.1
Mining 718.3 846.0 801.4 2,365.7 34.4
GECAMINES 561.0 699.0 696.0 1,956.0 28.5
MIBA 89.5 57.2 25.5 172.2 2.5
Other 67.8 89.8 79.9 237.5 3.4
Transportation 521.2 509.6 351.2 1,382,0 20.1
Railways 309.3 277.3 192.0 778.6 11.3
Waterways 148.7 184.2 122.1 455.0 6.6
Aviation 61.0 42.6 29.5 133.1 2.0
Other 2.2 5.5 7.6 15.3 0.2
Electricity and water 467.1 431.3 195.5 1,093.9 15.9
Electricity 358.2 311.3 101.4 770.9 11.2
Water 108.9 120.0 94.1 323.0 4.7
Social services 69.6 131.5 104.2 305.3 4.4
Education 54.8 102.9 63.8 221.5 3.2
Health 14.8 28.6 . 40.4 83.8 1.2
Other 265.0 279.6 224.5 769.1 11.3

0f which: telecom-

munications (144.8) (131.8) (122.1) (398.7) (5.8)
Total 2,429.6 2,482,5. 1,955.5 6,867.6 100.0

£

&

b Source: Présidence de la République, Commissariat Général au Plan, Plan Mobutu,

E rogtamme de Relance Economigue 1981-83 (Mars 19§l)
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governnent budget, 14 per cent by internally generated resources of public
enterprises, and 65 per cent by foreign aid. More than 42 per cent of the
required external assistance has already been secured, leaving some Z 2.6
billion of financing to be found in the period ahead (Table 8).

Table 8. Zaire: Sources of Financing of the Public
Investnent Program, 1981-83

(In millions of zaires; at 1980 prices)

Domestic Foreign Total

Government Public Total
budget enterprises 1/ domestic

Agriculture and related

infrastructure 215.5 - 215.5 736.1 951.6
Mining 53.8 51845 572.3 1,793.4 2,365.7
Transportation 169.7 374.0 543.7 838.3 1,382.0
Electricity and water 26845 63.0 331.5 762.4 1,093.9
Social services 257.4 16.3 273.7 31.6 305.3
Other 465.5 - 465.5 303.6 769.1

Total 1,430.4 971.8 2,402.2 4,465.4 2/ 6,867.6
Per cent of total 20.8 14.2 35.0 65.0 100.0

Source: Présidence de la République, Commissariat G&néral au Plan, Plan Mobutu,

Programme de Relance Economique 1981-83 (Mars 1981),

A

1/ 1Internally generated resources of public enterprises.
2/ Of which Z 1,899.0 million has already been secured.

In its assessment of this program, the World Bank staff has indicated
that, overall, the program responds to Zaire's priorities. The program is
considered to be more realistic than its predecessor in terms of its cost
estimates, implementation schedule, and some of the financing components. -
While a large part of the required financing remains to be obtained, the o
prospects for its execution are more favorable than before because of the,g.é;a;

experience galned in recent yeare,(the improvement{lp |
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and interdepartmental coordination, the measures aiready taken or envisaged
to generate the necessary domestic resources and to accelerate external aid
disbursements, and the fuller political support being accorded to the new
program. Furthermore, the program is to be transformed into an annually
rolling plan of action.

While endorsing the priorities of the program, the fifth meeting of
the Consultative Group for Zaire, which was held under the aegis of the
World Bank in Paris on June 23-25, 1981, welcomed the authorities' commit-
ment to reviving private investment. In line with the World Bank's evalua-
tion, the Group also concluded that the program could contribute measurably
to the country's economic recovery, and hence was worthy of strong internal
and external support.

a. Agriculture

The revitalization and development of the agricultural sector is essen=-
tial for the revival of the Zairian economy and the improvement of the
country's external payments position. Conscious of this, as well as of
the crucial role of the private sector in agricultural development, the
authorities have adopted a strategy centered mainly on creating an environ-
ment conducive to greater private initiative by improving institutional
arrangements, alleviating transportation bottlenecks, providirg farmers with
essential imported inputs and adequate credit, and liberalizing the pricing
system. In collaboration with private firms and religious institutions,
steps have already been taken to improve extension services and organize
small farmers in certain regions. This approach to agricultural development
has been applied successfully in the cotton sector, where as already men-
tioned there has been an impressive growth in output.

In line with this strategy, the public investment program allocates
only 4 per cent of the total financial resources to agriculture per se,
including livestock and forestry. At the same time, it devotes 10 per
cent of the total to related infrastructure, mainly for the maintenance
and rehabilitation of roads and bridges as well as the purchase of trans-
port equipment. Construction of new roads is limited, the only important
one being the road linking Kisangani to Bukavu, which is designed to open
up the Kivu region that has substantial agricultural potential. Most of
the agricultural projects included in the program are ongoing, with their
financing practically secured. These projects aim primarily at expanding
production of foodstuffs as well as of raw materials for the local proces-
sing industries. In the area of food production, by far the most important
project is the Iintegrated Eastern Kasal Maize Project, whose objective is
to raise maize yields per hectare from the current level of 0.8 tons to
3.5 tons by 1986, with financial assistance from IFAD, IDA, and ADB.

There are also a number of other maize and rice projects that are being
financed mostly from external sources. With respect to agricultural raw
materials, the principal projects are designed to boost production of
cotton, sugar, and palm oil. In addition, substantial counterpart funds



generated under foreign commodity assistance prograns are now being used

to finance the PAM; total outlays under this program, which amounted to
Z 50 million in 1980, are projected to reach Z 85 million in 1981,

To resolve existing problems and map out a longer-term strategy, the
Zairian authorities are in the process of completing, with World Bank
assistance, a more comprehensive action plan for agriculture. It is as
part of this plan that they are taking steps to reorganize and streamline
the Department of Agriculture, improve interdepartmental coordination, and
periodically review key agricultural issues, notably pricing, marketing,
rural credit, the allocation of foreign exchange, and the role of the
private sector. Policies and actions in these areas are expected to be
veviewed in May 1982 by a subgroup on agriculture of the Consultative
Group for Zaire.

b. Mining

While attempting to revitalize the agricultural sector, the authori-
ties have declded to give urgent attention to the requirements of the
principal mining companies, especially to the maintenance and rehabilitation
of their productive capaclty. Accordingly, the public investment program
allocates Z 2.4 billion to the mining sector, more than four fifths of
which is for GECAMINES.

The current objectives of GECAMINES' program are basically twofold:
first, to maintain at least the current annual production levels of about
430,000 tons of copper and 15,000 tone of cobalt; and second, to restore
productive capacity for ccpper and cobalt by 1983 to the 1974 levels of
some 470,000 tons and 16,000 tons, respectively. Because of resource
constraints, a further expansion of productive capacity has been tempo-
rarily deferred. To attaln the above objectives, GECAMINES will place
ma jor emphasis on the full implementation of its rehabilitation program,
particularly the replacement of equipment, the modernization of several
plants as well as supporting infrastructure, and the replenishment of
stocks of spare parts and other essential materials. Since this program
requires substantial external financing, the authorities have recently con-
cluded a loan agreement with the French Caisce Centrale de Coopération
Economique (for F 100 million) to meet the company's most urgent needs;
negotiations with a consortium of private banka (for US$130 million) were
not successful and alternative sources of financing are being considered.
The Government and GECAMINES have also requested the World Bank to help
mobilize an additional US$160 million to finance the company's rehabilita-
tion program. In view of GECAMINES' key role in the economy, the authori-
ties are considerirr ways and means of strengthening the company's financial
structure over the medium term. It is also expected that the operations of
SOZACOM, which has such a crucial role in the marketing ¢f the country's
principal exports, will be improved in the near future following implementa-
tion of recommendations expected to be made by a foreign consulting firm.
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As to the diamond industry, the fundamental objective is rehabilitation
and improvement of capacity to avoid a sharp drop in output. Present plans
call for maintaining the annual output of MIBA at 5.5-6.0 million carats
through 1984 and raising it to 7.5 million carats by 1985 through the con-
struction of a kimberlite plant and a dredging project, to be financed
mainly from external resources. The public investment program also aims
at expanding significantly output of other minerals, especially gold and
tine

c. Transportation

The deterioration of the transportation network, mainly because of
the lack of maintenance and the obsolescence of equipment, has greatly
constrained past development efforts. To redress the situation, especially
of the Voie Nationale, the authorities have already taken substantial
measures to improve the organization, management, and financial structure
of the major public transport organizations. Moreover, the public invest-
ment program, which devotes Z 1.4 billion to the transportation sector,
gives high priority to maintenance and rehabilitation of the existing net=-
work as well as to the provision of essential spare parts and new equipment.
With regard to the railways, the program aims at improving both the Shaba-
Ilebo stretch and the Kinshasa=Matadi section by reinforcing the tracks
and overhauling and renewing the rolling stock. The program also comprises
several major projects to facilitate river navigation and to improve infra-
structure at the ports of Matadi, Kinshasa, and Ilebo to enable them to
accommodate container traffic, thereby reducing transshipment delays. On
the whole, these projects, which are aexpected to be financed largely from
external souwrces, including the World Bank, involve limited increases in
capacity. If implemented according to schedule, they should contribute
toward easing existing bottlenecks, thus facilitating not only domestic
trade but also the flow of exports and imports.

de Energy

In the field of energy, the basic policy objective remains the develop-
ment of the country's large hydroelectric resources, with a view to reducing
dependency on oil products. Thus, the public investment program provides
for the completion by late 1982 of the Inga-Shaba hydroelectric complex,
to which substantial resources have been allocated since 1974. The program
also gives priority to the rehabilitation of the Shaba network, the restruc-
turing and upgrading of the Kinshasa network, and the construction of the
Katana=Goma transmission line.
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IVe Public Finance

The public sector in Zaire comprises the Central Government, the
regions, incorporated cities, decentralized agencies, and public enter-
prises. The regions have no financial autonomy. By contrast, the in-
corporated cities can impose certain taxes and establish their own budgets
provided they are not in deficit; any deficits of the cities have to be
approved and covered by the Central Government. The decentralized agen-
cies, which include the Road Fund, hospitals, medical supply stores,
regearch organizations, and the customs administration, are financially
autonomous in the sense that their detailed budgets are not under the
control of Parliament. However, few of them have resources of their own,
and the Central Government's budget sets the overall limits to the sub-
sidies they receive. Public enterprises receive some budgetary subsidies,
but on balance they have recently been contributing more to the government
budget in the form of profit remittances.

The Central Government's budget covers the operating expenditures
of the Government and the regions; subsidies to the cities, decentralized
agencies, and public enterprises; and interest and amortization in respect
of the Government's foreign and domestic debt. In addition, the budget
covers the Govermment's own contribution to development projects; all
foreign-financed outlays, whether for technical assistance, purchase of
equipment, or development projects, are outside the budget. The resources
of the budget consist of tax and nontax revenue, but exclude foreign
grants and the proceeds of foreign loans. The tables in this report on
budgetary operations are obtained from the Treasury accounts kept with the
Bank of Zaire (the Central Bank); as such they cover all budgetary opera-
tions, as well as certain transactions financed by foreign grants. The
table on overall government operations (Appendix Table VII) reflects not
only budgetary operations but also government expenditures financed by
foreign loans and grants, data for which had to be estimated in part.

1. Developments in overall government operations

The fiscal accounts for 1979 and 1980 show a considerable improvement
by almost any standard, but available returns for 1981 reflect a deteriora-
tion of the situation.

The overall deficit on government operations fell from 11.1 per ceant
of GDP in 1978 to 4.2 per cent in 1979 and further to 0.9 per cent in 1980
(Table 9). Net bank borrowing by the Government in the last two years was
reduced in nominal terms, and hence as a per cent of the money stock. As
a ratio of broad money at the beginning of the period, such borrowing
declined from an average of 40 per cent between 1975 and 1978 to 26 per
cent in 1979 and to 13 per cent in 1980, Govermment expenditure fell
relative to GDP in 1979, but it increased again in 1980 despite a substan~
tial reduction in the rate of increase. Meanwhile, government revcnue
improved consistently as a percentage of GDP.
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Table 9. Zaire: Overall Government Operations, 1975-81

(In per cent of SDP)

1975 1976 1977 1978 1979 1980 1981 1/

Revenue 24,9 19,5 20.5 16.5 19.3 25.1 22.2
Budget revenue (22.0) (16.6) (16.9) (13.3) (17.3) (22.4) (19.3)
Expenditure 36.8 34,1 30.1 27.5 23.5 25.9 25.2

Judget expenditure (30.0) (27.2) (22.6) (23.0) (20.7) (22.2) (21.0)

Overall deficit (-) -11.8 -1l4.6 -9.6 -11.1 -4,2 -0.9 -3.0
BUdSEt deficit (-) (-800) (-1006) (‘507) (-906) (-303) (0.2) (-107)

Sources: Appendix Tables 1, VII, and VIII; and data provided by the Zairian
authorities.

1/ Projected.

Projections for 1981, based on actual developments through June,
indicate a weakening of the situation. The overall government deficit is
likely to increase to 3 per cent of GDP; and net bank borrowing by the
Government could amount to Z 1,000 million, or the equivalent of 30 per
cent of the money stock at the beginning of the year. Total expenditure
is projected to remain about constant relative to GDP, but a reduction in
the ratio of revenue to GDP 18 expected to occur.

The changes in the fiscal accounts in the last few years reflect the
implementation of policy measures aimed at stabilizing the economy as well
as exogenous developments which generally had a positive impact. The mea-
sures taken, together with the impact of the other factors, improved the
budgetary situation, although the desired targets were not always met.
Thus, in 1979, even though there was a substantial improvement, government
bank borrowing exceeded the ceilings under the authorities' stabilization
program. The performance in 1980 was better in this respect, as the
ceilings on government bank borrowing were consistently met and by sub=-
stantial margins. The ceilings on such borrowing were set higher in 1981,
chiefly because of anticipated difficulties on the revenue side; they were

observed in June, but there is a possibility that they may be exceeded in
the second half of the year.

The direction of fiscal pclicy had been a matter of design neces-
sitated by the need to reduce inflation and improve the balance of payments
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situation. The balance of payments problem stems in large part from the
heavy burden of the foreign public debt and is reflected in the fiscal
accounts by substantial increases in interest and azmortization payments.
Taking into account the increase in foreign debt arrears and the resched-
uling of debt service payments over the last few years, one obtains a
more comprehensive picture of the debt burden both for the budget and the
balance of payments, and hence of the need to reduce the deficit on gov=
ernment operations in order to limit demand for imports. If all debt
service payments had been made in full, the overall government deficit
would still have been reduced in relation to GDP, but bank borrowing
would have increased relative to the money stock.

The policy measures taken to improve the fiscal accounts were perhaps
more heavily concentrated on revenue than on expenditure, judging both by
the original plans and the results. In 1980 various indirect taxes were
increased, but their effect was compensated by reductions in income
taxes for individuals. The latter, however, enabled the Government to
postpone general salary increases for its employees. Much more important
for the developments in 1987 were measures to strengthen tax administration,
especially relating to import and export taxes. A new Customs and Excise
Office (OFIDA) was established with assistance from Belgium, and the intro-
duction of improved procedures resulted in a substantial increase in
receipts not only in nominal terms but, more importantly, also relative to
imports and exports (Table 10). On the expenditure side, the Government
was successful in limiting the number of employees throughout the adminis-
tration, with the notable exception of primary and secondary education.
During the first half of 1981 the Government enacted various tax changes
that would by themselves have increased revenue by about 12 per cent. In
addition, measures were taken to strengthen control over expenditure which,
after some initial success, however, proved to be somewhat disappointing.
While the hiring freeze was again effective, outlays for primary and
secondary education, the Presidency and Political Institutions (dotations),
and defense appeared to be more difficult to control.

The improvements registered in the fiscal accounts were, apart from
changes in policy, also due to favorable economic developments that had
an impact on revenue. Both imports and exports, which are important tax
bases, increased substantially in local currency terms, especially in
1979 and 1980, The increase in total imports and exports exceeded the
rise in GDP in both years, reflecting price and volume changes as well as
the effect of successive devaluations. By contrast, however, economic
developments in 1981 are the cause of the relative slowdown in revenue
growth and of the increase in the overall deficit, notwithstanding the posi-
tive effect of the revenue and expenditure measures that were implemented.
A weakening of the copper and cobalt markets is having a negative influence
on GECAMINES' contribution to the budget. Furthermore, there appear to
be bottlenecks in the supply of imports which affect collections from
import duties, as well as from taxes on domestic production. Nevertheless,
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Table 10. 2aire: Indicators of Performance of Budgetary Revenue, 1975-80

(In per cent)

1975 1976 1977 1978 1979 1980

(Annual percentage change)

Income taxes 25-9 35.3 5608 29.2 10201 2100
Payroll tax =56.2 42,9 340.0 259.0 133.5 88.3
Taxes on goods and

services 11.8 19.4 74,2 21.7 93.7 142.1
Import duties ~-6,1 10.0 =-3.5 24,1 136.4 124,2
Export duties 91.9 71.2 82.2 =25.0 =4,3 711.7
GECAMINES 4608 1.2 1100 -22.6 SBAQB 34.9
Other revenue 35.6 -38.0 130.2 =3.4 37.9 4l12.1

Total -19,2 12.5 4005 9.3 164-0 9307

(Revenue as per cent of tax base)

Income taxes/GDP 1 6.3 5.7 605 6.3 6.8 545
Taxes on goods and
services/GDP I 308 300 3-8 3.5 3-6 5-8
Import duties/Imports,
f.O-bo 16'8 8-9 903 14.4 1&.5 19.4
Export duties/Exports I 17.0 16.5 15.6 7.9 4.1 18.5
GECAMINES/Exports II 43.2 21.5 27.6 17.3 38.8 31.2
Other revenue/GDP I 3.2 1.4 2.3 2.0 1.7 4.5
Total/GDP 25.2 19.4 20.3 16.5 21.7 28.0

Sources: Data provided by the Zairian authorities; and staff calculations.

Notes: GDP Commercialized GDP.

GDP 1 = Commercialized GDP minus value added in the mining sector.
Exports I = Exports, f.o.b., excluding exports by GECAMINES.
Exports II = Exports by GECAMINES.



- 2% =

the discrepancy that ia expected between targets and results of government
operations for 1981 does not only stem from adverse economic developments;
efforts to improve budgetary controls seem to be weakening, while extva-
budgetary operations are also adversely affecting the Government's
financial position.

Although the ceilings on government borrowing were met during 1980
and the first half of 1981, there is considerable pressure on expenditures
stemming in part from the fact that outlays have been cut in real terms
during the past five years. These pressures come to light especially in
the monthly spending pattern of the last two years (Appendix Table IX).
Expenditures appear to have a tendency to increase early in each quarter,
followed by substantial cutbacks in the last month of each quarter when
the ceiling on government borrowing applies. While the overall targets on
government expenditure and the ceilings on government borrowing are met
despite these fluctuations, considerable uncertainty is created in the
execution of the budget. In additfon, arrears in payments to the private
gector are becoming a problem, and, although the available information
suggests that the arrears accunulated toward the end of each quarter are
rald off in subsequent months, the Government is burdening itself with a
serious management problem.

2, Budgetary revenue

Budgetary revenue in both 1979 and 1980 increased at a higher rate
than GDP, rising from 13.3 per cent of GDP in 1978 to 22.4 per cent in
1980. However, a reduction in this ratio is expected in 1981.

These developments reflect in large part underlying changes in the
major economic variables that are representative of the tax bages; they
also reflect improvements in tax administration and changes in tax rates.
In 1979, when nominal GDP rose by 103 per cent, imports measured in zaires
increased by 133 per cent and import duties rose by about the same per-
centage (Appendix Table X) as the average duty rate remained constant. 1In
the same year, GECAMINES' contribution to the budget, coming from a low
level in 1978, increased almost sevenfold (Appendix Table XI), owing to a
substuntial expansion in its exports and the postponement of some of the
company's investment outlays. Taxes on exports other than from GECAMINES
fell somewhat, despite a considerable increase in the value of the related
exports, because of changes in the coffee tax. Other taxes, notably on
net income and profits and on goods and services, increased about in line
with GDP.

In 1980, while GDP rose by 50 per cent, imports increased by 67 per
cent; this resulted from the devaluation in February 1980 and from improve-
ments in customs administration following the establishment of OFIDA. One
of the measures implemented by the new customs office was the application
of the existing tax system to goods imported without purchase of foreign
exchange from the domestic bhanking system; previously, these goods were
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smuggled in because of weaknesses in surveillance, thus escaping the impo-
sition of taxes. GECAMINES' exports also increased faster than GDP; but
GECAMINES' contribution to the budget, while still increasing in nominal
terms, fell relative to its export earnings because of the increased tax
relief granted to the company to carry out its rehabilitation program.
Revenue from other export duties increased at a surprisingly high rate,
partly due to the fact that the underlying growth in exports exceeded the
rise in GDP; it is possible, however, that part of the receipts under this
category should have been classified elsewhere. Income tax rcvenue grew

at a relatively low rate, partly because of tax relief offered to individuals
as a compensation for inflation; also, various companies experienced produc-
tion bottlenecks due to shortages of imported raw materials and spare parts.
By contrast, revenue from taxes or goods and services rose relative to GDP
because of an increase in the rate of the turnover tax and increases in a
number of excise taxes.

Available returns for 1981 reveal a substantial slowdown in the growth
rate of total revenue, despite the enactment of several revenue-raising
measures. P.incipal among these measures was the increase in the rates
of specific import duties to take account of past inflation and to prevent
underinvoicing. In addition, the taxation of imports financed without
purchase of foreign exchange from the domestic banking system was to
continue, accounting for an additional increase in projected revenue. How-
ever, the collections from import duties in the period January-June 1981
showed no increase compared with those in the corresponding period of 1980,
and although receipts are expected to pick up somewhat in the second half
of the year following the devaluation in June 1981, they are likely to
remain substantially below expectations mainly hecause of the uqderlying
difficult import situation. Receipts from taxes on goods and services
were likewise somewhat disappointing in the same period, even though the
rates of the internal turnover tax were raised in April. The excise taxes
on cigarettes and beer were raised in June, but this may not result in a
rebound of receipts during the second half of the year because of difficul-
ties in production. The contribution of GECAMINES to the budget was also
rather small during the period January-June 1981, and for the year as a
whole it 18 likely to be about 55 per cent of the amount paid in 1980.

This is due not only to the marked reductions in export prices fot copper
and cobalt but also to compensations that have been granted for certain
outlays that were paid for by GECAMINES on behalf of the Government.
Income taxes is the only category that showed a considerable increase in
January~June 1981, but this is due more to a shift in the seasonal pattern
of payments than to an exceptionally strong performance in 1981. All in
all, the indications are that, despite the increase in tax rates, total
budgetary revenue in 1981 will fall short of the initial projections.

3. Budgetary expenditure

Total government expenditure and domestic expenditure of the budget -
have been on a downward trend relative to GDP up to 1980, when they
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increased again by about 2-3 percentage points. This downward trend was

4 major reason for the improvement in government finances in 1979.

However, although the upturn in 1980 could easily be accommodated because
of an even more rapid increase in revenue, it brought expenditure to a high
level that was difficult to compress whan the growth in revenue began to

taper off in 198l. Thus, the available accounts for 1981 show a widening
deficit relative to GDP, even though the expenditure to GDP ratio is

expected to be about constant.

Looking at the year-to-year changes in budgetary expenditure (Table 11),
the policy of restraint appears to be of a more recent origin and has been
maintained consistent’y in the last two years. The growth rate in expendi=-
tures increased sharply in 1978 and 1979, but it was reduced substantially
in 1980 and is likely to be reduced even more in 1981, The reduction in
the growth rate was mozt pronounced in wages and salaries and in transfers
and subsidies whick tugether make up more than half of budgetary expenditure.
By contrast, intei‘est payments almost doubled in 1980 and are likely to
grow faster than 1otal expenditure in 1981. Other outlays, which include
the dotations of the Presidency and the Political Institutions and the
operating expenditures of ministries, are on a relatively high growth
path (Appendix Table XII).

Table 11. Zaire: Annual Changes in Budgetary Expenditure, 1975-80

(In_per cent)

1975 1976 1977 1978 1979 1980

Wages and salaries 15.0 35.1 33.4 44.5 80.8 51.2
Interest 8.0 137.8 27.8 14.0 76.5 92.0
Transfers and subsidies 26.0 49.6 -8.8 33.7 103.2 2445
Capital expenditure -67.4 54.9 =20.0 11.5 13.4 91.0
Other expenditure -6.8 1.9 11.7 65.3 105.7 70.8

Total ~19.7 35.0 14.7 41.0 82,7 61.0

Source: Appendix Table XII.
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While these trends reveal some of the successes obtained in the past
as well as some of the remaining problems, a more disaggregated analysis
is necessary to identify more fully the underlying factors. About one
half of the increase in the wage bill in 1980 (which equaled 51 per cent)
resulted from a reclassification of the salaries of decentralized agencies
and the Presidency and the Political Institutions. The remaining half of
the increase was due to substantial retroactive salary payments, adjust~-
ments in fringe benefits, and increases in the number of personnel employed
in primary and secondary education. There was no general salary increase
in 1980, as wage-earners were partly compensated for inflation through tax
relief; and the numher of government employees, other than in education,
fell as a result of the enforcement of a hiring freeze. The increase of
about 42 per cent in the wage bill that is likely to occur in 1981 stems
primarily from general salary increases and expansion in the number of
employees in primary and secondary education. Salaries for all government
employees were increased by 15 per cent in January 1981, and salaries for
employees below the rank of director were raised by a further 15 per cent
effective August 1981, a measure aimed at providing some compensation for
the effect of the devaluation of June 1981.

The number of employees in primary and secondary education rose by
about 15,000 in the first three months of 1981, or by more than half the
total increase in 1980. On the conviction that a large number of employees
in this sector were not legitimately employed, the Government decided in
March 1981 to 1imit spending on salaries for education by introducing cash
ceilings on salary payments to each religious congregation in each region.
The ceilings were set equal to the actual payments made in December 1980,
and the regional authorities were instructed to pay only those legiti-
mately employed. These measures proved sucessful through September 1981
in limiting salary payments in this sector. However, in most regions no
proper accounts were kept of the actual salary payments made, and the
absence of appropriate personnel files made it impossible to establish
whether the employees had been hired in accordance with the existing
regulations. In addition, in the absence of central control over hiring,
the Govermnment was faced with the fait accompli of an addition of 5,000
new teachers to the payroll. These problems came to a head in September
1981, and the Govermment felt obliged to make retroactive salary payments
for the period during which the cash 1limits had been applied and to expand
the payroll with the newly hired staff. As a result, it is now expected

that the wage bill for primary and secondary education will increase by
some 40 per cent during 1981.

Meanwhile, the hiring freeze for employees other than in education has
remained in effect, and control procedures have been introduced to verify
employment records against the pay lists. These have led to the elimina-
tion of 12,000 names from the pay list, as some had never been employed,
while others had passed the retirement age. As a result, the Government's
wage b111, including pensions but excluding primary ‘and secondary education,
1s‘1ikgLy to increase by only 24 per cent in 1981, -
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In Marcn=-April 1981 the Government also introduced a number of other
measures to reduce expenditure, relating most importantly to travel expen-
ses, subsidies to decentralized agencies, dotations of the Presidency and
the Political Institutions, and outlays for defense. Indications are that
travel expenses have been cut effectively, but it is expected to take more
time to realize the envisaged savings in the other expenditure categories.
The available information suggests in particular that dotations and defense
expenditure have been growing more rapidly than planned.

V. Money and Banking

Financial institutions in Zaire comprise the Bank of Zaire (the Cen=
tral Bank), nine commercial banks, the Postal Checking System, and eight

other financial intermediaries. As of June 30, 1981, the four largest
commercial banks held 88 per cent of the subscribed capital and 87 per
cent of the deposits of the commercial banking system as a whole. Among
the nonbank financial institutions, by far the most Iimportant is the
development bank (SOFIDE).

1. Instruments of monetary and credit policy

In conducting monetary and credit policy, the Bank of Zaire generally
relies on global and selective credit ceilings, prior approval of all
credit not subject to ceilings, reserve requirements, direct controls on
bank interest rates, and the rediscount tool. By far the most important
instrument is the global and selective ceilings on most short-term credit
that are set for the whole banking system, in the first instance, and then
for each of the nine commercial banks. Since 1977 these ceilings have
been set quarterly, and the allocations per bank depend on their deposit
and capital resources; before 1977 the ceilings were set on a half-yearly
basis. For each bank, the global ceiling is subdivided into a freely
usable (plafond libre) and a regulated one (plafond réglement€). For
the latter, which normally covers over 90 per cent of credit subject to
the ceilings, the total for each bank is divided into credit for agricul-
tural production, other domestic production, distribution, and transport.
The Bank of Zaire induces compliance with its ceilings through penalty
rates that, in the case of the plafond rdglementé, vary positively with
the percentage of excess credit over the ceiling as well as with the length
of time during which any excess has continued. The penalty rates also
differ between categories of credit; they tend to be lowest for agricul-
tural production. In addition, access to the rediscount facilities of the
Central Bank can be suspended for violations. An excess in the case of
the plafond rdglementé may be compensated for by underutilization of the
plafond libre. In the case of the plafond libre, excesses are always
penalized.

Within the aggregate credit program established by the Bank of Zaire,
normally almost two thirds is subject to the credit ceilings (plafond libre
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plus plafond rdglement&). The remainder is reserved for credit outside
the ceilings (hors plafonds). Credit hors plafonds is for (a) financing
of foodstuffs (mainly purchases from producers); (b) cotton production;
(c) GECAMINES; and (d) medium=- and long-term "productive" investment.

Such credit is granted only after prior approval, on a case-by=-case basis,
by the Bank of Zaire; generally, even though the individual amounts may be
sizable, the number of loans invulved is not large. For 1981, the global
expansion of credit to the private sector was set at 2 475 million. Of
this total, credit under the plafond réglementé was fixed at Z 260.7
million. Of the remainder, Z 90.1 million was for foodstuffs, Z 67.9
million for medium= and long-term credit, Z 20.0 million for GECAMINES,
and 2 19.6 million for cotton.

The rediscount tool is used to reinforce the selective credit controls
primarily by defining the assets that can be rediscounted as well as by
setting, usually on a half-yearly basis, rediscount ceilings (plafonds au
refinancement) for the nine commercial banks as a group and for each bank.
The four largest commercial banks normally are entitled to some 90 per
cent of the permitted amount under the plafonds au refinancement., The
Bank of Zaire also imposes a minimum reserve requiremert which, since
January 1, 1979, has been fixed at 25 per cent of demand deposits for each
commercial bank. Up to one third of the amount required can be in the
form of Treasury bonds (bons du Trésor), while at least two thirds must
be in the form of bankers' deposits at the Bank of Zaire. The Bank penal-
{zes violations in this area through interest rate charges or through
blocking a bank's access to rediscount facilities.

Althougi: commercial banks have been free to set their commissions

generally in the rauge of 0.25=2 per cent), the Bank of Zaire has regu-
lated interest rates on hoth deposits and loans and advances (Appendix
Table XIII). In recent years, however, the Bank has shown an increasing
flexibility in this area by allowing commercial banks to set some rates
freely, and by adjusting others more often than before, in the light of
changing circumstances. Thus, on March 10, 1980 the Bank of Zaire modified
108t interest rates on deposits, while leaving interest rates charged on
loans unchanged. Specifically, commercial bank interest rates were ralsed
for deposits of 6-24 months, and those for longer-term deposits were per-
mitted to be set freely. Subsequently, effective April 1, 1981 the Bank
modified interest rates on deposits as well as on loans. The rates paid
by commercial banks on time deposits of 3-24 months were increased by 3-5
percentage points to B-30 per cent per annum; the rates on deposits of
over 24 months were left freely negotiable. Concurrently, the rates that
commercial banks are allowe' to charge for a number of their loan cate-
gories were permitted to be get freely. The basic rediscount rate of the
Bank of Zaire was also raised, on April 1, 1981, by 3 percentage points to
15 per cent perzannum, and sipilar incregses were-made in the Bank's other
lending ratese ¥, r  oF mmT R e Fries AT
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2. Monetary and credit developments

On an end-year basis, the stock of money and quasi-money (broad money)
rose by 12 per cent in 1979 and by 62 per cent in 1980 (Table 12). The
monetary expansion was limited in 1979 owing to a demonetization operation,
or currency reform, which was effected in the last week of the year; in
that week the existing bank notes of Z 5 and Z 10 denominations were taken
out of circulation and new notes were exchanged for approximately one third
of the total. By this process, the stock of bank notes in circulation was
reduced by Z 718.2 million during the last week of December 1979. Currency
in circulation thus declined by 29 per cent in 1979, but then rose by 172
per cent in 1980. DNemand deposits increased by 44 per cent in 1979 and by
26 per cent in 1980, while time and savings deposits, after rising by 45
per cent in 1979, declined by 1 per cent in 1980. Similarly, on the credit
side, the net domestic assets of the banking system rose by only 6 per cent
in 1979, but by 46 per cent in 1980. Consequently, the ratio of currency
in circulation to broad money rose from 27 per cent at end-1979 to 46 per
cent at end-1980, whereas the ratio of net domestic assets to broad money
actually declined from 112 per cent at end-1979 to 100 per cent at end-1980.

Net claims of the banking system on the Government continued to influ-
ence strongly the evolution of both broad money (through currency in cir-
culation) and net domestic assets. Thus, although following the demoneti-
zation process at end-1979 the ratio of net claims on Government to broad
money of 99 per cent was unusually high, the ratio was still 69 per cent
at end-1980. Bank credit to the Government expanded by twice the rate of
credit to the private sector in both 1979 and 1980.

The currency reform was designed to replace the old 5 and 10 zaire
bank notes with new ones, on a one-to-one basis, in amounts of up to
Z 3,000 for individuals, Z 5,000 for small- and medium-sized fi{rms, and
Z 20,000 for large companies. Whereas individuals could keep the amounts
exchanged in cash, enterprises were required to deposit 50 per cent of the
amounts exchanged with the banking system. A host of practical problems
ensued in carrying out the reform, with the result that the operation that
was expected to last for only one week in December 1979 will remain incom—
plete through 1981. In particular, the amount of new bank notes printed
proved initially to be highly insufficient; and the limited banking facili-
ties, combined with serious transportation constraints, complicated the
exchange throughout the country. The currency reform, being unanticipated,
had adverse effects on the productive sectors of the economy, especially
agriculture and other activities in rural areas which depend heavily on
cash payments. In 1980 an additional Z 200 million of old for new notes
were exchanged.

Credit to the private sector rose by 37 per cent in 1979 and by 15
per cent in 1980. Given the currency reform and the slow pace of the

wremonetization process, there was a severe liquiquy squeeze in early
1980, causing substantigl econoni 41&1%&%&: ‘Dyring the -first.three — -
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quarters of that year the Bank of Zaire expanded its rediscouit facilities
in order to eame the liquidity situation; this enahled commercial banks to
increase their lending significantly, particularly to the coffee sector
and, during the first half of the year, to Zaire~SEP, the company that had
the monopoly for the import and wholesale distribution of oil products.
But in an attempt to ensure observance of the ceiling on net domestic
assets for end-December 1980 es.ablished under their stabilization program,
the authorities took measures to restrain credit in the last quarter of
the year, including reducing rediscount facilities and encouraging
commercial banks to call in outstanding loans. As a result, commercial
bank borrowing from the Bank of Zaire, which had risen from 2 17.9 million
at end=December 1979 to Z 197.7 million at end-September 1980, fell to

2 128.4 million by end-1980 (Appendix Tables X1V and XV).

Throughout 1979 and 1980 credit to the private sector continued to be
dominated by agriculture, commerce, and manufacturing (Table 13). On the
basis of end-year data, the share of private sector credit going to these
sectors averaged 35 per cent, 27 per cent, and 17 per cent, respectively,
in 1979-80; but whereas the share of agriculture increased from 30 per
cent at the beginning of 1979 to 39 per cent st end-1980, over the same
period the share of commerce declined from 32 per cent to 25 per cent and
that of manufacturing remained unchanged at 16 per cent.

In agriculture, an important element has leen the amount of credit
allocated to the coffee sector., Such credit rose¢ markedly in 1980, going
from Z 207 million at end-December 1979 to Z 428 million (equivalent to
34 per cent of bank credit to enterprises and households) at end-August
1980 before declining in absolute terms, in line with other credit, to
Z 361 million (or 36 per cent of bank credit to enterprises and house-
holds) at end-December 1980, Several factors have militated against the
reduction of the share of the coffee sector in total credit to the private
sector. These have inclwuled the adverse effect of the currency refornm,
which hit coffee producers and traders particularly hard; transport diffi-
culties in evacuating the crop to external markets; falling world prices
for coffee; and the fact that the commercial banks find it especially
profitable to deal with coffee exporters who are permitted to retain 10-20
per cent of their foreign exchange earnings.

In commerce, credit to Zaire-SEP rose markedly in the first nine
months of 1980, from only Z 3 million at end-December 1979 to Z 91 million
at end-September 1980; but it then declined sharply to Z 1 million at end-
December 1980 following an adjustment of retail prices of certain petroleum
products.

Between end-December 1980 and end-June 1981 broad :oney increased at
an annual rate of 39 per cent, with currency in circulation rising by 52
per cent and demand deposits by 20 per ccont; time and savings depoeits
declined by 14 per cent, reflecting the generally restrictive stance of
credit policy vis~2-vis the private sector. Credit to the Government
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continued to dominate the growth of net domestic assets; of the Z 862 mil-
lion increase in net domestic assets during this period, 2 577 million was
on behalf of the Government (Table 12). In additfon, Z 33 million more old
notes ware exchanged for new ones, reducing the net amount of currency
demonetized from a total of Z 518 million at end~1980 to Z 485 mill+- .
end=June 1981. Agricultural credit continued to expand relative t. ...al
private sector credit, and its share thus rose to 39 per cent, whil: the
share of credit to commerce rose slightly to 26 per cent and that of manu-
facturing remained virtually unchanged. Credit to the coffee sector in-
creased only marginally so that its share in total private sector credit
declined to 30 per cent; this followed a tacit agreement among commercial
banks to restrict the financing of coffee during the harvesting season in
1981 to a maximum of 2 4.50 per kilogram, compared with 2 6.00-6.50 per
kilogram in 1980. Credit to Zaire-SEP, as well as to Petro-Zaire (which
during the period was avthorized to take over the importation of Zaire's
petroleum products from Zaire-SEP), was negligible.

Vi. Balance of Payments and External Debt

1. Introduction and overall trends

An analysis of Zaire's balance of payments should take account of two
main factors. The first relates to the inadequacy of the statistical infor-
mation. The foreign exchange record of the Bank of Zaire is the single
most important source of information on external transactions. However,
as it captures only those transactions which have counterpurt financial
flows, a methodolog; has been developed whereby diverse supplementary
sources are used in a systematic manner to improve the coverage of the
country's external transactions. Despite the limitations of this approach,
it is believed that the resulting estimates represent a reasonable approxi-
mation of the underlying balance of payments situation.

The second important factor is the effect of chronic foreign exchange
scarcity on the meaning of the overall balance of payments deficit. 1In
Table 14 and Appendix Table XVI it may be seen that the overall deficit,
which declined from the equivalent of SDR 263 million in 1978 to SDR 182
million in 1979 and further to SDR 180 million in 1980, is projected to in-
crease to SDR 500 million in 1981. A cursory examination may lead to the
conclusion that the balance of paymants would deteriorate sharply in 1981,
thereby reversing the recent improvement., It should be noted, however,
that the overall deficit has defined the limits of external financing avail-
able to Zaire, and certain items above the line, mainly imports, have been
made to adjust to these limits. Thus, the evolution of the overall deficit
deacribed above may ba more accurately interpreted as indicating a marked
increase in available financing in 1981 following several years of rela:ive
stringency.



Tabdle lé. Zaire: Summary Balance of Payments, 1978-81
- (In milltons of 3DRe) 1/

1978 1979 1980 2/ 1981 ¥/
Trade balance 440 363 378 413
Exports 1,238 1,420 1,501 1,560
Inports =818 =857 =923 =943
ol (-38) (-116) (=161) (~200)
Non~oil (~760) (=741) (=762) (=743)
Services balance =537 ~-504 -680 =867
Ssceipts i) 6z 103 ~%
Expenditures -$09 =666 -783 -947
Freight and insurance (=138) (=-163) (~196) (=207)
other transport (-36) (=36) (=52) (~48)
Travel (-30) (-31) (-29) {=30)
IMF charges (=12) (=12) (-11) (=17)
Interest on public debe 4/ (=147) (-126) (=163) (=293)
Other iavestment incoas (-31) (-S1) (=76) (-82)
Goverument, n.i.e. (=87) (~10%) (-99) {=100)
other services (-108) (=144) (=137) (=170)
Unrequited trsunefers 31 32 102 90
private =33 BN E) .1 ] -70
Publie 114 127 160 160
Current account surplus or
defictit (=) -66 Py = -362
Public capital 98 -38 18 =100
Dlsburseasats k1.7 1% 292
Pipeline (386) (154) (292) (190)
Nev loans (~=) (=) (==) (20)
Amortisation &/ -288 =192 =274 =310
Private capital and errors
and oaissions -293 =171 -314 -54
SDR allocation = pl} a6 p1}
Overall deficit (=) =263 =182 ~-180 =300
Pinancing items 263 182 180 300
Payments arresrs (decresse =) 278 168 -1,0%0 -100
Of which: cash payments (=46) (-20) (~50) (-40)
pabt raschaduling - - 1,196 k713
Emargency assistance A3 51 38 54
Nat Pund credit =10 -11 13 191
Purchases () (20) (78) (295)
fRepurchases (-10) (=31) (~63) (=104)
Othar net reserve movemants
(iccresse =) -30 -37 -37 10
Profits on gold sales - 11 - -

Nesorsadum items!
Actual debt service 3/ 157 150 291 380

Ratio of sctual debt service
to exports of goods and nom—
factor services (in per cent) 12.0 10.2 18.4 25.2

Sources: Deta provided by the Zairian authorities; and staff astimates.

1/ Totals may not add exactly due to rounding.
!/ Provisional.
/ Prajected on the basis of information available in late August 1981,
T/ Due bafore dedt rescheduling.
!l Interest and amortisstion due before rescheduling plus arrsars reduction
(of less arrears sccumulation) lass debt rescheduling. Includes reduction of
arrears by cash payments, bdut ezcludes Pund charges and repurchases.
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Particularly in recent years, Zaire has had a surplus in its merchan=-
dise trade, as imports have had to be limited to amounts far below exports.
The trade surplus increased significantly in 1979 and 1980. However, it is
expected to decline in 1981, despite only a modest nominal increase in
imports, because of a large drop in exports due to reductions in both
volumes and prices of the major export comm)dities. The services deficit
has traditionally been a high and rising figure, exceeding the trade
surplus. It widened by 13 per cent in 1980, and it is projected to deteri-
orate further by 28 per cent in 198l. As for net transfers, a decline is
forecast for 1981, after a consistent increase in recent years. Altogether,
these developments led the current account to swing to a modest surplus in
1979 and to be in balance in 1980. In contrast, a current account deficit
of SDR 362 million (about 8 per cent of GDP) is projected for 1981.

In recent years Zaire has had a very heavy external debt service burden,
a situation exacerbated by increasingly smaller replenishments of the loan
pipeline. In view of other demands on the country's foreign exchange re=-
ceipts, substantial arrears were accumulated in 1978 and 1979. To reduce
Zaire's external debt service payments to more manageable levels, and to
rationalize the arrears situation, debt reschedulings were agreed with the
Paris Club in December 1979 and in July 1981, as well as with a syndicate
of commercial banks in May 1980, Even after these reschedulings, debt
service payments have claimed relatively high proportions of Zaire's

foreign exchange receipts, thereby contributing to the maintenance of low
import levels.

During the period 1979-81 the zaire was devalued four times vis~2a-vis
the SDR for a cumulative total of 79 per cent. Despite the high rates of
donestic inflation, these devaluations permitted the zaire to depreciate
in real effective terms. With respect to the export sector, these actions
had a palpable impact on the profitability of domestic production, as Zaire
has no perceptible influence on prices of most of its exports. On the pay-
ments side, the exchange rate actions may have diminished only the excesas
demard for foreign exchange, as the scarcity of such exchange has remained
chronic and widely felt. However, in combination with changes in the system
of allocation of foreign exchange, there appears to have been a shift in the
composition of imports registered by the banking system in favor of essential
goods. The permissibility of customs clearance since May 1980 of imports
financed without recourse to the foreign exchange resources of the banking
system appears to have alleviated the supply situation to some extent,
while serving as a means to recuperate undeclared foreign exchange receipts
through the parallel exchange market. 1/

1/ It is believed that the receipts from undeclared exports of diamonds
and coffee and from invisibles are the predominant sources of supply to
this market.



2. Exports

In 1980 exports grew by about 6 per cent in SDR terms, compared with
nearly 13 per cent in 1979 (Appendix Table XVII). About four fifths of the
export growth in 1980 was traceable to price increases (Appendix Table XVIII),
as volume increases registered by some commodities were largely offset by
declines in othefd. 1/ By contrast, in 1981 exports are projected to decline
by more than 9 per cent, about two thirds of which would be attributable to
a decline in prices.

Reflecting mainly a recovery in production, copper export volume rose
from 383,600 tons in 1979 to 468,500 tons in 1980, with the increase being
accounted for mostly by GECAMINES., Aided further by a 9 per cent increase
in copper prices, receipts grew by a third to SDR 752 million, equivalent
to one half of total export earnings in 1980. In 1981 it 1s estimated that
copper receipts would decline by 8 per cent as a result of a weakening of
Ue.S. dollar prices and a drop in volume to 448,500 tons. The drop in volume
is due largely to transportation comstraints, particularly in the southern
overland routes, though the expansion of concentrator facilities has
increased the recovery rate from the raw ore, thereby enabling increased
production.

The continued lack of buoyancy in the economies of industrial countries
and the maintenance by SOZACOM, the marketing agency, of its cobalt offer
price of US$25 per pound through 1980 2/ resulted in a drop in export volume
from 10,500 tons in 1979 to 6,850 tons in 1980, With Zaire accounting for
some 60 per cent of world production of this strategic mineral, it has been
in a position to exercise price leadership. However, annual accumulations
to already high stocks resulting from production rates far in excess of
exports, 3/ as well as Zaire's general balance of payments difficulties,

1/ The general export price index is based on SDR unit values. In the
discussion below on individual products, price developments refer to unit
values in U.S. dollars.

2/ During the period 1973-77 Zaire's cobalt quotations rose steadily from
US$2.70 per pound to US$6.40 per pound. In the wake of the May 1978 invasion
of Shaba and of fears in the international market of supply disruptions, Zaire
was able to raise its quotations per pound four times during 1978 to US$8.50
in May, US$12.50 in July, US$18.00 in September, and to US$20.00 in October.
In Pebruary 1979 a further increase to US$25.00 per pound was announced.

3/ Cobalt is a by-product of copper production in Zaire. Z2aire also has
an arrangement with a Belgian concern whereby cobalt stocks held abroad are
prefinanced to the extent of 35 per cent of SOZACOM's offer price, thereby
enabling Zaire to obtain foreign exchange even prior to final sale. How=-
ever, the interest paid on such prefinancing, as well as warehousing fees,
may outweigh the benefits derived if stocks are large and held unsold for
long perfods of time. At the end of 1980 cobalt stocks amounted to some
22,400 tons.



led many cobalt consumers to anticipate lower prices and to exhaust their
own stocks before making new orders. Consequently, receipts from cobalt
exports declined by 34 per cent to SDR 290 millicn in 1980, reducing the
share of cobalt in total exports from 31 per cent in 1979 to 19 per cent in
1980,

In 1981 receipts from cobalt exports are expected to decline further
by 22 per cent on account of a fall in the average price to US$17 per pound
due to several developments. On February 27, 1981 SOZACOM reduced its
export offer price from US$25 per pound to US$20 per pound, mainly in view
of the continuing weakness in foreign demand and the need to slow down
research into substitutes. This new offer price has been maintained, but
the strengthening of the U.S. dollar since April 1981 has inter alia induced
SOZACOM to apply discounts of 10-20 per cent on U.S. dollar contracts. On
June 5, 1981 Zaire agreed to sell 5.2 million pounds (about 2,360 tons) at
US$15 per pound over a 12-month period to the U.S. General Services Adminis-
tration stockpile. 1/ With this special sale, export volume in 1981 is
expected to increase slightly,

The export volume for zinc in 1979 and 1980 remained within the range
of 29,600-31,500 tons, equivalent to less than half of productive capacity.
In view of the relatively low return per pound for this metal, it has been
glven low priority whenever transportation bottlenecks arise, particularly
in the railroad system. In 1981 some alleviation of these bottlenecks,
partly through the evacuation of some ore by truck to Dar es Salaam, would
pernit a sharp increase in export volume to 80,000 tons. Together with a
19 per cent increase in prices, receipts are expected to rise more than
threefold to SDR 59 million (4 per cent of total exports).

Average prices for gold and silver doubled in 1980. In the case of
silver, this was accompanied by a higher export volume, resulting both
from increased copper mining and from higher silver content in the ore. In
the case of gold, volume actually declined, mainly on account of ircegular
provisions of foreign exchange to KILO~MOTO for purchases of equipment and
material. 2/ In 1981 the average prices of both metals would be markedly
lower; but, while the volume of silver recovered would drop substantially,
a concerted effort by the Bank of Zaire to keep KILO-MOTO provisioned would
result in the restoration of gold production to high levels.

1/ Under the contract, the United States has an option to purchase a
further 5 million pounds at a price to be negotiated; this option expires
in January 1982,

2/ The gold production of KILO-MOTO and SOMINKI is bought by the Bank of
Zaire in local currency at a price equivalent to 90 per cent of the opening
quotation on the London gold market.



In 1980 export receipts from diamonds (mainly of industrial grade) re-
mained virtually the same as in 1979, as a decline in prices was offset by
an increase in volume, The latter development is attvibutable partly to the
replacement on February 1, 1980 of the preferential exchange rate for diamonds
of small-acale prospectors with a system of direct payment in foreign
exchange. 1/ In 1981 a 19 per cent decline in value is anticipated for
several reasons. In view of the recessionary tendencies in the developed
economies, prices on industrial grade diamonds have continued to soften.
Moreover, the near depletion of alluvial deposits, which are easier to exploit
than underground sources, has reduced output. Furthermore, effective April 2,
1981 Zaire terminated its l4-year sales arrangement with the De Beers Group.

In the past, this arrangement guaranteed a market for 2aire's total produc-
tion; however, the authorities felt that the 20 per cent commission in effect
was excessive and that Zairian participation in the valuation process was
inadequate. Under the new arrangement, SOZACOM was given the exclusive

right to sell Zaire's diamonds, charging only 4 per cent commission. Since
April periodic auctions have been held, and three independent companies

(Dutch and British) have participated in the bidding.

The volume of coffee exports increased from 62,800 tons in 1979 to
74,100 tons in 1980, mainly on account of a recovery in production. The
establishment of export proceeds retention schemes for exporters generally
in February 1980 and for coffee exporters particularly in October 1980 may
have also played a role. By ensuring immediate access to some foreign
exchange to cover exporters' needs, such schemes have reduced the incentive
for diverting coffee exports to illegal channels, though this traffic is
believed to be still sizable. With average realized prices remaining
virtually unchanged from 1979 levels, the increase in volume in 1980 enabled
a 12 per cent increase in export receipts. In contrast, the prospect for
1981 is a 30 per cent decrease in value. Given adverse developments in the
international market, downward adjustments in Zaire's quota under the Inter-
national Coffee Agreement are expected to result in an export volume of only
61,700 tons, a development aggravated by a 25 per cent decrease in prices.

Continuing a declining trend recorded in recent years, exports of crude
oil in 1980 fell by about 1 million barrels to 6.5 million barrels. How-
‘ever, a sharp increase in prices permitted receipts to rise by 46 per cent
to SDR 173 million, equivalent to 12 per cent of total exports. In 1981
total receipts are projected to increase by a further 21 per cent, in view
of higher prices on average.

Rubber exports rose in 1980 by 18 per cent to SDR 15 million, equiva-
lent to about 1 per cent of total exports. This development was brought about

1/ The preferential rate, which was introduced in April 1977, had been
ineffective 1in stemming illicit exports, as it had been maintained below the
prevailing rate in the parallel exchange market.
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by a recovery in volume, traceable mainly to some rehabilitation of planta-
tions, and a small increase in prices. In 1981 an 8 per cent increase in
value is projected, as a further improvement in volume will be only partly
offset by a weakening in prices.

3. Imports

The growth in imports, f.o.b., accelerated from 5 per cent in 1979 to
8 per cent in 1980, However, with import prices rising by 19 per cent and
16 per cent, respectively, imports actually declined in real terms in both
years. In 1981 a 2 per cent nominal increase is anticipated, again implying
a real reduction as a 12 per cent increase in prices is envisaged. Earlier
projections made by the authorities showed an increase of some 4 per cent
in real imports in 1981; but a disappointing export performance and the
failure of major new loan disbursements to materialize led to a scaling
down of the level of projected imports.

The import statistica presented in the balance of payments do not
include illicit trade over Zaire's extensive land borders. Also not in-
¢luded are imports financed without recourse to the foreign exchange
regources of the banking system (“"imports SAD") and not covered by import
declararions., During the period May 1980 to January 1981 imports SAD were
cleared by customs provided only that the relevant customs duties were
paid. No data on such imports during this period are available, but a clue
to their importance was the 7 per cent increase in 1980 of the overall
import tonnage going through Matadi Zaire's major port, at the same time
that a decline in volume was implied by the exchange record.

To obtain a timely source of information on imports SAD and to in-
fluence the composition of such imports, effective January 1981 import
declarations were required and a list of eligible products under 199
categories was published. Judging from customs collections on these
imports, in the first half of 1981 such imports declined markedly. In
response to this development, new regulations were issued in June 1981,
mainly to the effect that all products under each category, with the excep-
tion of a short list of prohibited goods, may be imported. The impact of
imports SAD on the import situation as a whole is expected to be clearer
once data from the import declarations are available.

In June 1981, in conjunction with a 40 per cent devaluation of the
zaire vig-2-vis the SDR, the authorities announced the allocation of US$50
million for the import needs of some 200 enterprises. The allocation was
divided into 15 categories, with food, pharmaceuticals, and transport re-
ceiving the largest amounts. The recipient enterprises were required to
file import declarations and to provide the value in zaires by August 15
but later extended to August 31. The foreign exchange was made available
on the date of filing, and it was to be used no later than September 30.
As of September 3, about US$10 million of the total allocation had not yet
been subscribed, mainly due to the difficulties of certain enterprises in
providing the necessary zaire counterpart.



Several trends may be observed in respect of the composition of imports,
csiefe, as shown in Appendix Table XIX. 1/ Over the period 1978-80 the share
of consumer goods declined from 22 per cent to 17 per cent, owing wmainly to
lower imports of foodstuffs. The share of raw materials and intermediate
goods also declined, though not as steeply, from 25 per cent to 22 per cent.
By contrast, the proportion accounted for by energy imports rose from 9 per
cent to 17 per cent, while that of capi.al goods remained in the range of
13-15 per cent. The modification in February 1981 of the system of alloca-
tion of foreigr exchange retained by the banking system in favor of
essential imports is expected to lower further the gshare of consumer goods
and to raise the shares of raw materials and intermediate goods as well as
of capital goods. In view of the continuing increase of energy imports
in the face of an absolute decline in non=o0il imports, the share of the
former 18 projected to increase to 18 per cent in 1981.

4, Terms and direction of trade

In contrast to 1979, when Zaire's terms of trade improved by 17 per
cent, a deterioration of 9 per cent was recorded in 1980 (Appendix Table
XVIII). Given the trade forecasts described in the two preceding sections,
a further decline of 16 per cent 1s projected for 1981.

In view of the absence of customs data and the limited coverage of the
exchange record, the table on Zaire's direction of trade (Appendix Table XX)
is based on the data of trading partners. With respect to Zaire's exports,
the industrial countries have absorbed the largest, though moderately declin-
ing, share. Of the 61 per cent share recorded in 1980, down from 64 per
cent in 1976, about half was accounted for by Belgium. Other industrial
countries respective participation was less than 10 per cent throughout the
period 1976-80. The second largest and also declining share (from 28 per
cent in 1976 to 24 per cent in 1980) 1is that of African countries, essen-
tially Angola and Mozambique. Such decreases have been in favor mainly of
India, which consistently increased its share from 2 per cent in 1976 to
7 per cent in 1980. On the import side, the share of industrial countries
declined from 70 per cent in 1976 to 61 per cent in 1980, with Belgium
accounting for roughly one quarter of the share throughout the five-year
period. This decline appears to have been related to efforts to find cheaper
gsources of supply in the wake of the devaluations implemented since 1978.
The single most noteworthy beneficiary cf such efforts has been Brazil,
vhose share rose from less than 1 per cent in 1976=77 to 7 per cent in 1980.
The share of African countries remained within the range of 18-21 per cent,
with South Africa and Zimbahwe accounting for the predominant portion. The
commercial and payments agreements with Angola, which entered into effect
in February 1980, appear to have had an immediate effect, as the share of
Angola, after remaining at less than 1 per cent in 1976-79, rose to about
4 per cent in 1980.

1/ Some caution is required in interpreting this table as about a third
of imports is unclassified.
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Ss Services and transfers

Receipts from services registered a 66 per cent increase in 1980, con-
pared with a decline of 14 per cent in 1979, These fairly large fluctua-
tions are due mainly to leads and lags in the repatriation of investnment
incone and receipts from other services. For the same reason, a 22 per
cent decline is projected for 198l1. Payments for services (excluding
interest due on the public debt) grew by 15 per cent in 1980, as against
17 per cent in the previous year. The growth in 1980 resulted primarily
from increases in freight and insurance, other transport, and other invest-
ment income, as travel expenditures, government transactions, and IMF
charges remained virtually unchanged from 1979 levels. In 1981 payments
for services, as narrowly defined above, are projected to rise by only
S per cent. Such a result would ensue mainly from the deceleration
in import growth, the restraining impact of the June 1981 devaluation on
private transport and travel expenditures, and tightened controls over
official payments.

Net transfers nearly doubled to SDR 102 million in 1980, this devel-
opment being due to both a decline in outward private transfers and a
25 per cent increase in inflows of official transfers. In 1981 a decline to
SDR Y0 million is projected, inasmuch as net official transfers would remain

virtually the same, while outward private transfers would revert to about
the 1979 level.

6. Nonnonetar! capital

Reflecting the high level of external borrowing commitments in the
wake of the 19.3-74 commodity boom, disbursements of public capital aver-
aged SDR 446 million per year during the period 1975-78. In contrast, in
1979 disbursements amounted to only SDR 154 million. While a recovery to
SDR 292 million was registered for 1980, nearly 40 per cent of this amount
was due to a disbureement for the Inga-Shaba hydroelectric project. For
1981, disbursements amounting to SDR 210 million are projected, some SDR 80
aillion less than forecast at mid~year, as certain loans initially expected
would not be realized by the end of December.

By convention, interest and amortization due on the external public
debt are presented above the line in the balance of payments (Table 14).
Such debt service payments, plus charges and repurchases on Fund credit,
grew from 25 per cent of exports of goods and nonfactor services in 1979 to
33 per cent in 1980. Actual payments were considerably lower because of
arrears accumulation in 1979 (albeit less than in 1978) and of debt resched-
ulings which took effect in 1980. As a result, the actual debt service
ratio for 1979 and 1980 was 12 per cent and 20 per cent, respectively.
With the rescheduling of maturities due in 1981 by the Paris Club and
other creditors, the debt service ratio is projected to be reduced from 42
per cent before rescheduling to 31 per cent.
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The December 1979 rescheduling agreement with the Paris Club contained
several elements. First, payments due on previously rescheduled debt, com
prising arrears as of June 1979 plus maturities falling due in July-Deceaber
1979 totaling US$54 million, would be paid as followa: one third on June 31,
1980 and tvo thirds on January 31, 1981. 1/ Second, arrears as of June 1979
on unrescheduled debt amounting to US$469 million would be rescheduled as
follows: (a) 2 per cent in 1980, 4 per cent in 1981, 6 per cent in 1982, and
8 per cent in 1983; and (b) the remaining 80 per cent in 12 equal seniannual
payments beginning June 1984. Third, maturities on unrescheduled debt
falling due in July 1979-December 1980 amounting to US$494 million would be
rescheduled as follows: (a) 10 per cent in four equal annual payments over
four years beginning June 1980; and (b) the remaining 90 per cent in 12 equal
semiannual payments beginning June 1984, Fourth, an estimated US$240 mil-
lion in insured short-term commercial arrears would be liquidated as follows:
10 per cent in 1980, 15 per cent in 1981, and 25 per cent per year during
1982-84., The moratorium interest rate was to be set in bilateral negotia-
tions with each participating creditor country. There were delays in the
completion of these negotiations and divergences in the agreed interest
rates..g/ In the event, it is estimated that some SDR 700 million in
arrears was consolidated and that about SDR 122 million of net relief was
obtained.

The Refinancing Credit Agreement between Zaire and a syndicate of com=
mercial banks (also known as the "London Agreement") was signed on April 23,
1980 and came into effect on May 6, 1980, 3/ Under this agreement, the com-
mercial banks involved agreed to refinance “their total outstanding credit to
Zaire amounting to US$402 million as of January 21, 1980, of which US$287.5
million referred to arrears. The refinancing temms 1nc1uded a 10-year repay-
ment period, with a moratorium interest of LIBOR plus 1 7/8 per cent during
the firet five years and LIBOR plus 2 per cent thereafter. The interest
rate would be adjusted semiannually. Other terms were as follows: (a) 10
per cent of arrears as of January 31, 1980 would be repaid in May 1980 (total
US$28.8 million); (b) further payments amounting to 14 per cent of principal
in arrears repayable in four annual installments: S5 per cent in May 1981,
and 3 per cent each in April of 1982, 1983, and 1984; and (c) the remaining
arrears plus all principal not yet due would be amortized in 11 semiannual
equal installments, starting in June 1985. While no positive net relief was
obtained from this refinancing, the arrears situation was rationalized.

1/ As the Paris Club maintains the principle of not rescheduling pre-
viously rescheduled debt, this device is deemed to be a deferment.

2/ The dates and rates were as follows: Belgium (February 1980, 9 per
cent for DM loans, 11 per cent for loans in Belgian francs); France
(July 1980 for long-term debt at 7.5 per cent; January 1981 for short-term
debt at 7.85 per cent); United States (July 1980, a weighted average of
7.73 per cent); Switzerland (July 1980, 6 per cent); Austria (November 1980,
8 per cent); Abu Dhabi (February 1981, 5 per cent); and Japan (August 1981,
8 per cent).

3/ Negotiations on this agreement were initiated concurrently with the
1976 Paris Club negotiations, but no accord was achieved. Negotiations were
resumed just prior to the convening of the 1979 Paris Club discussions.
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The Bank of Zaire 1is in the process of negotiating the rescheduling of
nonsyndicated bank loans and uninsured commercial debt along the lines of

the London Agreement. This process has encountered delays in view of the
large nunber of creditors involved.

The Paris Club which was convened in July 1981 agreed on a consolida-
tion period extending from January 1, 1981 through December 31, 1982 with
90 per cent of the unpaid principal and interest to be repaid in 12 equal
semiannual {nstallments commencing on December 31, 1985 for the 1981 maturi-
ties and on NDecember 31, 1986 for the 1982 maturities, 1.e., over a period
of 10 years, including 4 years of grace. Payment of the remaining 10 per
cent is to be made in 4 equal annual installuments, ending on June 30, 1984
and June 30, 1985, respectively. In addition, some US$85 million of debt
service on official loans already rescheduled by the 1979 Paris Club and
falling due in 1981 would be deferred; one third would be payable on
March 31, 1982, the remaining tw thleds a yeac later. As a result of this
rescheduling, debt service payments (excluding Fund credit) would be reduced
by US$331 million (of which US$209 nmillion referred to principal repayments)
to US$370 million in 1981 1/ (Appendix Tables XXI and XXII).

In respect of private caplital flows, the practice of registering only
those transactions with counterpart financial flows through the banking
system has led to gross underestimation of both inflows and outflows.

For instance, private direct investments in the form of equipment cannot be
captured through this procedure until the service payments commence. And
while such payme~'s would be recorded when made, the corresponding inflow

is only known se.ceral years after the fact. In view of these and other
difficulties, private capital flows and errors and omissions are combined in
one line in the balance of payments. This line has been high and negative
in recent years, though a marked decline is projected for 1981, It is be-
lieved that .he latter development would result mainly from more stringent
controls over trade invoices and to lower private payments outside the bank-
ing system as a result of the depreciation of the zaire.

7. Financing items

In 1980 Zaire not only consolidated a substantial amount of arrears
outstanding but also obtained total net debt relief of the order of SDR 146
million. This compares with a ne. arrears accumulation of SDR 168 million
in 1979. The oth'r sources of balance of payments financing in 1980 were
about SDR 58 million of emergency assistance from countries participating in
the third Brussels Conference and SDR 13 million of net Fund disbursements;
in 1979 such emergency assistance amounted to SDR 51 million and there were

l/ The comparable debt service payments for 1982 would be reduced by
US$170 million to US$493 million. The lower amount of rescheduling is

largely due to a lack of an analogous provision to defer previously re-
scheduled debt service payments.
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net repurchases to the Pund of about SDR 11 million. In 1980 net interna-
tional reserves rose by about 25 per cent to SDR 122 million, owing largely
to the acquisition of domestically produced gold by the Bank of Zaire.

In 1981 net debt relief totaling SDR 345 million is projected as a
result of the 1981 Paris Club and other minor debt reschedulings. The
latter reschedulings are estimated to reduce the arrears registered at the
Bank of Zaire by SDR 60 million, on top of an SDR 40 million reduction to
be achieved by cash payments. Other sources of finance are emergency
assistance amounting to SDR 54 million, net purchases from the Fund of
SPR 191 million, and a reduction in other net reserves of SDR 10 million.

8. External debt

Provisional data indicate that the outstanding external public and
publicly guaranteed debt (including Fund credit) rose by 12 per cent in
1980 to US$4.5 billion at the end of that year, compared with 5 per cent
in 1979 1/ (Appendix Tables XXI and XXIII). These growth rates represent
a substantial slowdown from the three preceding years, when the average
annual increase was 28 per cent.

Data for 1980 on the distribution of the external debt by type of
creditor is not yet available on a comparable basis with those for earlier
years. However, it is likely that there were no marked changes from the
distribution recorded in 1979. Over the period 1975-79 there were several
noteworthy trends. The share of financial institutions declined from 45 per
cent to 39 per cent, while remaining the single most important creditor
group. The share of suppliers' credits also declined from 23 per cent to
15 nper cent. These declines reflected the reluctance of the creditors in-
volved to increase their exposure in Zaire beyond undisbursed commitments.
In contrast, bilateral lenders increased their share from 22 per cent to
30 per cent, while that accounted for by multilateral loans rose by 6 per-
centage points to 10 per cent. As for Fund credit, its share rose from
5 per cent in 1975 to 8 per cent in 1976 and 1977, but declined thereafter
to 6 per cent in 1979 and to 5 per cent in 1980.

In 1980 the situation in respect of external debt commitments deter-
iorated in all areas (Appendix Table XXIV)., The amount of commitments
declined by 19 per cent, bringing down the ratio of such commitments to the
total debt outstanding by 3 percentage points to 7.5 per cent. Moreover,
the average interest rate rose by 1 percentage point to 6.4 per cent, the
average maturity declined by 3 years to 18 years, the average grace period
fell by 2 years to 4.4 years, and the grant element (based on a discount
rate of 10 per cent) decreased by 3.5 percentage points to 28,5 per cent.

1/ Excluding Fund credit, the growth rate w.3 the same in 1979 but was
13 per cent in 1980.
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Under its adjustment programs for 1979-80 and 1981-83, supported by
Fund resources, Zaire undertook to limit new external debt commitments
within the maturity ranges of 1=-5 years and 1=-12 years and to reduce the net
outstanding stock of arrears on external payaents registered at the Bank of
Zaire by specific amounts. New cumulative debt commitments in 1979 were
SDR 93 aillion in the 1 to l2-year range and gzero in the 1 to S~year range,
compared vwith ceilings of SDR 100 million and SDR 40 million, respectively.
In 1980, such commitments were SDR 72 million in the 1 to 12-year range and
zero in the 1 to S-year range, compared with the same ceilings as in 1979.
For 1981, the ceilings are SDR 200 million for the 1 to 12-year range and
SDR 40 million for the 1 to S-year range. As of end-June 1981 no relevant
commitnents had been made. With regard to the minimum net reduction of
arrea:’ by cash payments, Zaire made payments in 1980 of SDR 50 million,
as agaiist a floor of SDR 40 million. The applicable floor for 1981 is
also SDR 40 million, and as of end=June Zaire had effected the required
cumulative reduction of SDR 20 million. These reductions, coabined with
debt reschedulings, brought down the outstanding stock of arrears from
SDR 1,118 milljon at the end of 1979 to SDR 417.5 million at the end of
1980 and further to SDR 397.5 million at the end of June 1981 (Appendix
Table m) )

VII. Developments in the Exchange and Trade Systes

Since the last consultation, which covered the period ended 1978,
there have been numerous changes in Zaire's exchange and trade system. The
more important of these changes are described in this section under their
respective headings. A chronological list of the changes, as well as a
description of the exchange and trade systom as of September 30, 1981, are
found in Appendix I,

1. Exchange arrangements

In contrast to the last quarter of 1978, when three relatively small
devaluations amounting to a cumulative 24 per cent in terms of the SDR were
effected, the succeeding devaluations were for larger amounts and were
taken in longer intervals. In 1979 there were devaluations of 34 per cent
in January and 25 per cent in August. Subsequently, the Zairian authori-
ties effected devaluations of 30 per cent in February 1980 and 40 per cent
in June 1981, culminating in an exchange rate of Z 1 = SDR 0.1575, The
preferential exchange rate for diamond exports of small-scale producers,
vhich was introduced in April 1977, was abolished in February 1980. 1/

1/ 1Inirially, this rate was set at Z 1 = US0.548., It was raised three
times to 2 1 = US$0.455 in August 1977, was raised again to Z 1 = US$0.342
in January 1978, to Z 1 = US$0.278 in August 1978, and finally to 21 =
US$0a222 in F&b’uary 19790



The devaluations of the zaire have provided some respite from the
zaire's tendency to appreciate in real effective terms, given domestic
rates of inflation substantially in excess of those prevailing in trading
partners. On the basis of annual average figures, the zaire appreciated
in real effective terms by 43 per cent in 1978, but it depreciated by
18 per cent in 1979 (Appendix Table XXVII). In 1980 the marked decline in
the rate of inflation complemented the single devaluation, and thus the
zaire depreciated in real effective terms by a further 21 per cent. Taking
the average of the firat six months of 1981 over the same period in 1980,
the zaire appreciated in real effective terms by 12 per cent. However,
the devaluation in mid-1981 led the zaire's real effective position at
the end of July 1981 to depreciate to about the level prevailing at the
end of 1976.

2. Prescription of currency

To facilitate the implementation of the June 1978 monetary arrangement
between the members of the Economic Community of the Great lakes Countries
(Burundi, Rwanda, and Zaire), the Burundi franc and the Rwanda franc were
added in July 1979 to the list of 15 currencies guoted daily by the Bank
of Zaire. Subsequently, in June 1981 the liet was expanded further to
include the Kenya shilling, the Spanish peseta, and the Japanese yen.

These measures brought to 20 the number of currencies in which commercial
banks may open sight depusit accounts with correspondents abroad or accounts
for residents and nonresidents within exieting regulations, and receive or
effect payments for authorized foreign transactions.

3. Nonregident accounts

No significant measure was taken under this heading during the period
unde. review,

4, Imports and import payments

The foreign exchange allocation syztem (coefficients de préaffectation)
established by Circular No. 156 of July 1978 underwent several modifications.
Initially, export receipts retained by each commercial bank (1i.e., some
70 per cent of the total) were to be allocated as followa: 33 per cent for
certain consumer and pharmaceutical products; 1/ 35 per cent for imports of
rav materials, intermediate goods, spare parts, and commercial vehicles;

25 per cent for invisible payments; 5 per cent for imports of nonpriority
products; and 2 per cent for energy imports. In September (1979 the latter
2 per cent margin was freed to augment any of the other coefficients. 1In

1/ Beef, edible offal, animal parts (gut, bladder, and tripe), preserved
fish (salted, dried, or smoked), milk, sardines, pilchards, tomato paste,
infant formulas, salt, fresh sea fish, corned beef, rice, corn, sugar, and
pharmaceutical products (excluding cosmetics).
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February 1981 the system was altered significantly. While the share of raw
materials, intermediate goods, and certain finished products was increased
from 35 per cent to 45 per cent, that of essential consumer goods and
pharnaceuticals vas reduced from 33 per cent to 30 per cent; the proportion
allocated to invisible payments 1/ was maintained at 25 per cent, bur the
shares of nonpriority goods and the unrestricted margin, previously 5 per
cent and 2 per cent, respectively, were abolished.

To increase the availability of imported goods in the domestic market,
the Customs and Excise Office was authorized in May 1980 to clear imports
financed without recourse to the foreign exchange resources of the banking
system ("imports SAD"), even in the absence of an import declaration, pro-
vided that the applicable customs duties were paid. In order to influence
the composition of imports SAD and to obtain a timely source of statistical
information, in January 1981 the Bank of Zaire specified 199 eligible cate-
gories and required the submission of an import declaration which would
be subjer ior to shipment, to the control of the Zairian Office of
Control { .C Imports valued at SDR 500 f.o.b. or less and destined for
personal use vere exempted from both import declaration and preshipment
control requirements; imports valued at SDR 501-SDR 2,500 were exempted
from preshipment controls only. An exchange control tax of 0.3 per cent
was imposed and prior approval of the Bank of Zaire waa required for im-
ports to be transported by air.

The regulations pertaining to imports SAD were made more liberal in
June 1981. While previously specific products eligible to be imported
under each customs category were listed, the new regulations provided that
all products under each category may be imported except for specified pro-
hibitions (including coffee, tea, pyrethrum, portland cement, explosives,
matches, telephone equipment, walkie-talkies, military equipment and ammu-
nitions, sound equipment, gambling equipment, and materials contrary to
public morals). Moreover, cthe following imports were exempted from the
import declaration requirement: (a) grants to recognized philanthropic
organizations; (b) commercial samples without value; (c) diplomatic imports;
(d) imports to be used in the operations of foreign transport companies
represented in Zaire; (e) goods for personal use or resale valued at
SDR 2,500 or less; (f) goods used for moving; and (g) baggage and personal
objects of travelers. PEach shipment subject to import declaration must
conform to the shipping regulations of OZAC; if not, a fine in foreign
exchange of 40 per cent of the f.o.b. value will be impoged. Imports
transported by an air carrier other than Air Zaire need prior approval by
the Bank of Zaire. While previously import declarations required shipment
within six months, a three-month extension was made possible.

1/ 1Irreducible invisible payments arising from contracts, conventions,
or authorizations (payments of expatriates, service on financing subject
to transferability guarantee by the Bank of Zaire, rents from computers,
travel expenditures, and other authorized service payments).
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5. Payments for invisibles

Regulations concerning the conditions under which local currency may
be used to purchase tickets for international travel were publigshed in
January 1979. Briefly, these regulations required Zairian nationals to
acquire permits if traveling with a non-Zairian company. Non-Zairians

resident in Zaire, who were engaged in specified activities, were limited
to one direct round-trip ticket a year to their country of citizenship.

In August 1979 other non-Zairians resident in Zaire were granted the same
privilege provided the tickets were bought from a Zairian carrier.

The amount of expatriate remuneration transferable in 1979 was limited
in February 1979 to the 1978 levels. Subsequent annual authorizations an-
nounced in March 1980 and April 1981 maintained the same levels. In each
year the transferable remuneration of newly hired expatriates was fixed by
the Bank of Zaire. In respect of exchange licenses for medical expenses
incurred abroad by expatriate workers, the Bank of Zaire announced in
August 1979 that validation could be granted at any time of the year
instead of only in March and September.

In July 1979 the Bank of Zaire announced that the transfer abroad cof

rental income earned by nonresidents would be subject to its prior authori-
zation.

6. Exports and export proceeds

Witl the aim of centralizing Zaire's foreign exchange reserves, in
July 1979 the Bank of Zaire instructed SOZACOM and SOZAREX to repatriate
and surrender to the Bank of Zaire two thirds of their foreign exchange

—.proceeds immediately upon their realization. Moreover, effective July 1980

the Bank of Zaire and GECAMINES entered into a Memorandum of Agreement under
which GECAMINES would surrender all of its export proceeds plus any working
balance held in excess of Belgian francs 800 million; GECAMINES was to

apply for cover for its foreign exchange requirements on a month-to-month
basis. In view of difficulties encountered in implementing this agreement,
however, it was revoked in November 1980. The previous system was then
‘restored, according to which 10 per cent of export proceeds goes directly

to the Bank of Zaire's account with the Federal Reserve Bank of New York
and the remainder divided between the Bank of Zaire and GECAMINES.

In February 1980 producer—exporters were permitted to retain up to
15 per cent of their export proceeds in sight and interest-free foreign
exchange accounts with authorized banks. These accounts could be debited
only in respect of specified transactions. As 30 per cent of export proceeds
continued to be surrendered to the Bank of Zaire, the sharaz ceded to the
commercial banks thus declined from 70 per cent to 55 per cent. In October
1980 a special export receipt retention system was established for coffee
exporters. The applicable rates of retention were 20 per cent for planters
who also process and export, 15 per cent for processors who export, and 10
per cent for those who only export.



Earlier, other regulations were adopted in respect of the coffee sector.
In July 1979 registered exporters were required to export at least S00 tons
of coffee per season, subait proof of full repatriation of export proceeds,
and present tax payment certification. In the following month, the maximum
permissible delay between the signing of coffee export contracts and the sub-
mission of the corresponding export declaration was reduced from 15 days to
7 days. At the same time, banks were authorized to register export declara~
tions for coffee and all other exports subject to minimum export prices
without prior approval from the Bank of Zaire.

7. Proceeds from invisibles

In March 1979 the Bank of Zaire permitted the use of proceeds from
invisibles for the importation of priority goods as well as for nompriovity

payments, as previously authorized. In February 1981 the commercial banks
were directed to (a) surrender receipts from invisibles to the Bank of

Zaire; or (b) use them to increase any of the coefficients applying to
export receipts, finance imports of a number of specified product categories,
finance other imports requiring the prior approval of the Bank of Zaire,

or finance imports of goods payable by direct transfers whose authorization
dates prior to September 1, 1978.

8. C&Eital

In February 1980 commercial banks were required to invest 80 per cent
of their externally held foreign exchange balances in interest-bearing
instruments of less than one year's maturity.

9, Gold
No changes under this heading were made.

10. Trade and payments agreements

In July 1979 the Bank of Zaire published the regulations implementing
the monetary arrangement of June 1978 and the agreement on trade and customs
cooperation of September 1978 between the members of the Economic Community
of the Great Lakes Countries (Burundi, Rwanda, and Zaire). Effective August
1979, 2aire's trade in specified commodities with the other two countries
would be exempt from the requirement of import and export declarations and
licenses. Moreover, settloments would be made through convertible local
currency accounts established between commercial banks in Zaire a~d corre-
spondents in the participating countries. End-of-month balances in these
accounts would be cleared with the Bank of Zaire, which in turn would settle
in convertible currency any end-of-quarter balances outstanding with the
central banks of Burundi and Rwanda. In March 1979 Zaire, Burundi, and
Rvanda reneved, with amendmente, the June 1978 monetary arrangement. The
new arrangement included four amendments. First, for accounting purposes,
stocks of partners' currencies held in each central bank would remain the



property of the issuing central bank. In this manner, exchange rate
changes would not give rise to compensatory adjustments on such stocks.
Second, a precise timetable for quarterly settlements was apecified.
Third, a given creditor country would be permitted to specify the conver-
tible currency to be used in settlement. Lastly, procedures for the

arbitration of any conflict arising from the operation of the arrangements
were established.

The commarcial and payments agreements signed by Angola and Zaire in
October 1978 and December 1979, respectively, entered into effect in
Feb-uary 1980. Transactions relating to specified exports and imports and
to authorized invigible payments would be carried through special U.S.
dollar accounts established in commercial banks in the two countries. End-
of-month balances in these accounts will be cleared with the respective
central banks. At the end of each quarter the participating central banks
will settle with each other any balances outstanding in exceas of US$0.5
million.
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Zaire - Exchange and Trade System

(Position on September 30, 1981)

1. Exchange arrangement

The currency of Zaire is the zaire, which has been pegged to the SDR
since March 12, 1978. Effective June 19, 1981, the external value of the
zaire was fixed at Z 1 = SDR 0.1575. Middle rates for the 20 currencies
in which authorized banks are permitted to deal 1/ are fixed daily by the
Bank of Zaire (the Central Bank) on the basis of the SDR rate. On
September 30, 1981 the rate for the U.S. dollar was Z 5.542 per US$l.
Forward exchange transactions are prohibited. In addition to a commission
charge, purchases and sales of foreign exchange are subject to an exchange
control fee.

2. Administration of control

The Bank of Zaire has regulatory authority over all foreign trade and
payments. Specifically, the Bank has discretionary power to authorize
residents to hold foreign exchange and to use it to pay for certain goods
and services. The Public Debt Management Office (OGEDEP), operating under
the aegis of the Department of Finance, manages the external public and
publicly guaranteed debt, is responsible for its servicing, and advises the
Executive Council on external debt policy, including guarantees extended by
the Government on loans contracted by public, semipublic, and private
enterprises. Ir principle, no new external borrowing may be contracted or
guaranteed by the Government without the prior advice of OGEDEP and the Bank
of Zaire.

3. Prescription of currency

Payments from nonresidents must be received in the listed convertible
currencies quoted by the Bank of Zaire. Special authorization for the
acceptance of another currency may be given only in respect of currencies
that can be exchanged freely without a discount. Except for working
balances, all currencies received must be converted into a convertible
currency. Payments to nonresidents must be made in ome of the listed
convertible currencies. However, certain settlements with Angola, Burundi,
and Rwanda are made through special accounts established under arrangements

1/ Austrian schillings, Belgian francs, Burundi francs, Canadian dollars,
CFA francs, Danish kroner, deutsche mark, French francs, Italian lire,
Japanese yen, Kenya shillings, Netherlands guilders, Norwegian kroner,
Portuguese escudos, pounds sterling, Rwanda francs, Spanish pesetas, Swedish
kronor, Swiss francs, and U,S. dollars.
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concluded by the Bank of Zaire with the central banks of the countries

concerned. Balances on these special accounts are settled quarterly in
convertible currencies.

4. Nonresident accounts

There are three categories of nonresident accounts: Nonresident
Accounts in Zaires, Nonresident Foreign Currency Accounts, and Convertible
Accounts in Zaires.

Nonresident Accounts in Zaires may generally be debited only with the
approval of the Bank of Zaire. Such accounts, when opened by diplomatic
missions and international organizations established in Zaire, may be
debited freely but may be credited only with the proceeds of sales of
foreign currency and with payments made by the Government.

Nonresident Foreign Currency Accounts may be credited freely; they may
be debited freely for transfers to accounts abroad or to Convertible
Accounts in Zaires maintained by residents or to Nonresident Foreign
Currency Accounts, for sales of foreign currency, and for sales of foreign
currency against domestic currency. Nonresident Zairian nationals require
special authorization from the Bank of Zaire to open these accounts with
authorized banks; nonresident foreigners may open them freely.

Convertible Accounts in Zaires may be credited with amounts converted
from foreign currency at the official rate, transfers from another Conver-
tible Account in Zaires, or authorized payments by residents to nonresidents;
they may be debited freely for conversion into foreign currency or for any
payments in domestic currency. Such accounts may be held by both residents
and nonresidents but must not be credited with payments for exports of goods
or services except for listed items exported to Burundi and Rwanda and
exchange purchases from tourists from these countries.

5. Imports and import payments

Imports are subject to a foreign exchange allocation system (co-
efficients de préaffectation). This limits each bank's financing of imports
of specified consumer goods and pharmaceuticals to 30 per cent of its
retained proceeds from exports. The other coefficients are 45 per cent
for raw materials, intermediate goods, chemical products, spare parts, and
utility vehicles, and 25 per cent for invisibles. With regard to invisible
receipts, the commercial banks may (a) surrender them to the Bank of Zaire;
or (b) use them to increase any of the coefficients mentioned above, finance
imports of a number of specified product categories, finance other imports
requiring the prior approval of the Bank of Zaire, or finance imports of
goods payable by direct transfers authorized prior to September 1, 1978.

The importation of a number of goods 1is prohibited on grounds of public
-policy; these are mainly arms, ampunition, and narcotics. The importation of
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specified luxury items (including high-powered automobiles, certain types
of jewelry, and furniture) is prohibited for reasons of economic policy.
For the iuport of most commodities other than priority items (mainly
foodstuffs, pharmaceuticals, rav materials, and industrial spare parts),

{aport licenses nust be submitted to the Bank of Zaire for prior approval.
The importation of certain textiles and clothing is prohibited for protec-

tive reasons, while import licenses for other items produced domestically,
but not in sufficient quantities, are only issued on the basis of an
authorization from the Department of Economy. Settlements for imports must
be made through confirmed irrevocable letters of credit. For most goods
subject to license, the importer must obtain a credit of at least 90 days;
payments upon shipment are asuthorized provided prior approval is requested
from the Bank of Zaire and a 6 per cent rebate is obtained. Imports not
subject to import licenses approved by the Bank of Zaire are subject to
import declarations, which do not require the prior approval of the Bank.
The amount, the invoice price, and the quality of all imports must be
verified and found acceptable by the foreign correspondents of the Office

2airois de Contrdle (0ZAC).

Applications for import licenses are sent to authorized banks, which,
after certification, forward them to the Bank of Zaire for approval. The
import license application is then returned to the authorized bank for vali-
dation. Import licenses validated by the authorized banks remain valid for

customs clearance for six months, and the validity may be extended further
if shipment has begun. Extension of the validity period of a license
requires authorization from the Bank of Zaire.

Nonprohibited imports financed without recourse to the foreign exchange

resources of the banking system (importations sans achat de devise) are sub-

Ject to import declaration requirements and to the control procedures of
0ZAC.

Imports effected under bilateral aid arrangements between Zaire and
certain countries (Belgium, Canada, the Federal Republic of Germany, and
the United States) are governed by separate, specific provisions.

Certain import payments have been delayeds These arrears have largely
been centralized, and the Bank of Zaire is in the process of settling them
in accordance with priority and due dates. Arrears on payments due to
official creditors and to some commercial banks have been the subject of
congsolidation agreements.

6. Payments for invisibles

Payments for invisibles are limited to 25 per cent of each bank's
retained merchandise export earnings; such payments may also be effected
with receipts from invisibles. All > -ments are subject to authorization
by the Bank of Zaire. The Bank of Zaire will not authorize the payment in
forejgn exchange of commissions :ip favor.of-shippers or purchasing.agents.
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Imports and exports between Zaire and ports in Belgium, the Federal Republi
of Germany, the Netherlands, and the Scandinavian countries must be shipped
in vessels participating in the conference of the Associated Central West
Africa Lines. Banks are not authorized to pay in foreign currency the
maritime freight on shipments that do not meet these regulations, unless

an {mmediate discount is obtained on the invoice; in the case of exports,
banks are authorized to validate export declarations for products included
in an official price 1ist. For other items, export declarations are subjec
to prior approval by the Bank of Zaire. Banks may effect maritime freight
paynents in foreign currency at the time of shipment ouly for imports
payable upon shipment. Maritime freight charges may be paid in Zaire in
local currency when goods are transported entirely by the Compagnie Maritim
Zairoise. Imports transported by an air carrier other than Air Zaire
require the prior approval of the Bank of Zaire. Payments by expatriates
for medical treatment abroad require prior authorization from the Bank of
Zaire. Outward remittances of remunerations by expatriate employees during
1981 were limited to the level authorized during 1980.

All other payments relating to services performed by nonresidents are,
in principle, permitted. However, the transfer abroad of salaries of
foreign nationals is limited to 50 per cent of net salary. Transfers
pertaining to certain administrative expenses that firms incur abroad,
interest on private loans, and payment of certain portions of insurance
premiums are generally permitted. Transfers of net profits of firms with
foreign participation have been suspended except where the transfer of
such profits is expressly guaranteed by the Investment Code or by bilateral
agreements. Payments for commissions, management fees, and royalties are
also suspended.

Fares for travel abroad may be paid in Zaire in domestic currency.
However, residents of Zairian nationality may travel by a foreign airline
only with the permission of the Department of Transportation and Communica-
tion. Resident expatriates are, in general, permitted once a year to
purchase in domestic currency a direct round-trip ticket to their country
of origin. 2Zairian nationals traveling abroad on official missions may
buy foreign exchange in amounts that depend on the duration of the journey
and the seniority of the traveler. Foreign exchange for travel and for
medical expenses are suspended, and all official travel abroad must be
authorized by the First Commissioner of State (the Prime Minister). For
trips to Burundi and Rwanda tourists and households residing in the border
area are entitled once a month to purchase the equivalent of SDR 100 in
Burundi or Rwanda francs. The export of domestic bank notes and coins is
prohibited.

7+ Exports and export proceeds

All exports not covered by general declarations require individual
declarations. Banks are normslly authorized to approve such declarations.
The declaration mug;igpeciﬁggtthnggure 9f the merchgndige to be exported,
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- the price, and the currency in which payment is to be received. Export
declarations are normally valid for three months; within this period, the
.procesds nust be received and eurrendered. Banks are required to surrender
to the Bank of Zaire 30 per cent of export receipts surrendered to theam.

Producer—-exporters generally are permitted to retain 15 per cent of their
export receipts for authorized uses. For coffee exporters, the retention

quotas are 20 psr cent for planters who also process and export, 15 per cent
for processors vho export, and 10 per cent for those who only export. All
exports other than those by the Génfrale des Carriires et des Mines du Zaire
(GECAMINES) and certain other specified companies must be made against
confirmed letters of credit. Special provisions apply to the mineral produc=
tion of GECAMINES, which is marketed exclusively by the Société Zairoise de
Commercialisation des Produits Miniers (SOZACOM) or its subsidiary, SOZAREX.
On shipment, SOZACOM credits the account of GECAMINES with a provisional
payment of a portion of the shipment's estimated value and with the balance
of the proceeds upon execution of the sales contract. GECAMINES is allowed
to retain provisionally up to 43 per cent of its export proceeds with banks
abroad or in Zaire for meeting its own payments abroad, and must surrender
the remainder of its proceeds as well as any end-of-month balances on
retained earnings in excess of Belgian francs 800 million to the Bank of
Zaire. SOZACOM and SOZAREX are required to surrender two thirds of their
foreign exchange proceeds to the Bank of Zaire.

Partial nonrepatriation and retention are also permitted for the metal
exports of the Société de Développement Industriel et Minier du Zaire
(SODIMIZA). The diamond exports of the Socilté Minidre de BaEwlqgg_ZHIBA)
are marketed exclusively by SOZACOM. Receipts from agricultural exports
must generally be repatriated within three months of validation. Minimum

export prices have been established for coffee, cacao, tea, ivory, papain,
rauwolfia, and cinchona.

8., Proceeds from invisibles

Exchange receipts from invisibles may be retained by the authorized
banks. Nonresident travelers may bring in any amount in foreign means of

payment and may take out on departure the amount declared on entry less
the equivalent of the expenses incurred during their stay in Zaire.

9, Canital

The repatriation of new foreign capital brought in under the provisions
of the Investment Code is guaranteed, as is the tranafer of profits and divi-
dends on such capital. With minor exceptions, other transfers abroad of
capital owned by residents or nonresidents are not permitted. Gratuitous
transfers of real estate are subject to approval by departmental ordinance.
The foreign currency assets of the authorized banks are not permitted to
exceed their short-term liabilities in foreign currencies. Certain capital
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payments have been delayed. Arrears on principal due to official creditors
and some commercial banks are the subject of consolidation agreements.

10, Gold

Residents other than the monetary authorities and producers of gold
are not allowed to purchase, hold, or sell gold in any form, other than
Jevelry; the import and export of gold in the form of jewelry constituting
the personal effects of a traveler reguires the prior approval of the Bank
of Zaire. Since February and April 1979, two private mining companies
producing gold have been required to sell their gold production to the
Bank of Zaire. The agreed price has been 90 per cent of the opening London
market quotation conve - ‘d to zaires at the prevailing official rate. As
a quid pro quo, the Bank of Zaire provides cover for certain foreign
exchange needs of these companies.

11, Changes during 1979

January 2. The zaire was devalued by 34.3 per cent from Z 1 =
SDR 0.7614 to 2 1 = SDR 0.5.

January 6. Circular No. 160 stipulated that tickets for international
travel commencing in Zaire could be purchased with domestic currency under
certain conditions. Residents of Zairian nationality had to establish proof
of residence and citizenship at the time of purchase. In the case of
purchase from a foreign airline company, they also had to present a permit
issued by the Department of Transportation and Communication authorizing the
traveler to purchase a ticket from a non-Zairian company. The sale of tic=-
kets to Zairian residents of foreign nationality againat domestic currency
was limited to salaried employees with a valid work contract, active
partners in locally registered partnerships, self-employed persons (such
as physicians, lawyers, architects, plantation owners, or cattle breeders),
members of religious missions, and their dependents. Subject to proper
documentation, such persons were entitled to one direct round-trip ticket
a year to their country of citizenship. Except for self-employed persona,
applications had to be lodged with an authorized bank in the final queiter
of the year preceding the year of intended travel. Non-authorized travel
by resident expatriates as well as excess baggage had to be paid for in
foreign currency.

February 1. SOZACOM raised its offer price for cobalt from US$20 per
pound to US§25 per pound.

February 8. The Bank of Zaire issued the regulations for 1979
governing the transfer by expatriate workers of part of their remuneration,
pension scheme contributions, and insurance premiums (Circular No. 162),
By March 31, 1979 each employer had to submit an application to an

authorized bank on behalf of all expatriate employees. The amount of
I ration paid in local currency could not be lower than in 1978, but

el
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the transferable part of the remuneration might not be greater than in
that year. When approved by the Bank of Zaire, the banks could transfer
the authorized amounts in monthly installments directly to the foreign
accounts of the expatriate beneficiaries.

February 19. Thu special exchange rate for the export of diamonds
purchased from small-scale producers was depreciated from Z 3.60 = US$1 to
Z 4.50 = USSl.

March 16. The Bank of Zaire gave authorization for proceeds from
invisibles to be applied to the importation of priority goods. Certain

banks were authorized to allocate proceeds from invisibles for such
payments.

May 3. Exporters of coffee were permitted a discount of Belgian francs
17 on the minimum export price, if they shipped their coffee from North Kivu
to Kinshasa by air. The discounts were to be credited to a foreign exchange
account which could be debited for spare parts and other expenditures for
the maintenance of airplanes (Letter D14/Gouv. No. 10-365).

July 1. The Bank of Zaire tightened the foreign exchange repatriation
and surrender requirements for GECAMINES. In addition to transferring 10
per cent of its export proceeds to the Bank of Zaire's account with the
Federal Reserve Bank of New York, GECAMINES was henceforth required to
surrender to the Bank of Zaire the remainder of its export proceeds (instead
of only 45 per cent previously) as well as any balance in excess of a
security threshold, which was set initially at Belgian francs 800 million.

July 3. New minimum export prices for rauwolfia were announced (Letter
DIA/GOUVo No. 10‘507) .

July 4. The Bank of Zaire instructed SOZACOM and SOZAREX to repatriate
and to surrender to the Bank of Zaire two thirds of their foreign exchange
proceeds immediately upon their realization. The Bank of Zaire was, however,
prepared to respect any contractual obligations incurred by the marketing
companies prior to July 1, 1979,

July 5. The Bank of Zaire announced that the transfer abroad of rental
income earned by nonresidents was subject to its prior authorization. In
the meantime, all such proceeds were to be accumulated in nonconvertible
local currency accounts (Letter D14/Gouv. No. 10-546).

July 5« Zairian banks were prohibited from assuming supplementary for-
eign exchange payments incurred in connection with income transfers on

behalf of expatriates. Such payments must be defrayed from the global
exchange allocation for income transfers (Letter D14/Gouv. No. 10-547).

N July 10. The Zairian Coffee Office (OZACAF) published new regulations --
for-‘the registration of buyers and exporters- of coffee. Exporters must be
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either actual or prospective producers and must fulfill certain minimum
conditions as to current acreage and its planned extension or they aust be
owners of coffee treatment plants already registered with OZACAF. Other
requirements included an undertaking to export at least 500 tons of coffee
each season, a written undertaking to respect the existing exchange regula-
tions governing coffee exports, the submission of proof of full repatriation
of export proceeds, and the subnission of tax payment certification at the
time of submission of the application for registration. OZACAF also required
the retreatment of coffee prior to export so as to meet certain standards
with regard to quality.

July 13. 1In application of the monetary arrangemeat of June 7, 1978
and the agreement on trade and customs cocrperation of September 10, 1978
between the members of the Economic Community of the Great Lakes Countries
(Burundi, Rwanda, and Zaire), Circular No. 164 introduced a special exchange
regime for trade and invisible transactions with Burundi and Rwanda. With
effect from August 16, 1979 Zaire's trade with the two countries in
specified commodities would be exempt from the requirement of import or
export declarations and licenses. Instead, the authorized banks were
authorized to register and endorse special import or export notices (avis
d'importation ou d'exportation CEPGL). The settlement of transactions
would be made through special accounts in convertible zaires opened in
favor of the banks' correspondents in Burundi and Rwanda. The balances iu
those accounts would be cleared with the Bank of Zaire at the end of each
month. The Bank of Zaire would, in turn, settle any balances with the
central banks of Burundi and Rwanda every three months. The validity of
import and export notices issued under this special regime was six months
and could be extended once by the endorsing bank for a maximum of three
montha.

In addition to the current payment transactions permitted under the
general exchange control provisions, with effect from August 16, 1979 the
following payments might be made to Burundi and Rwanda: insurance claim
settlements in favor of residents of those countries; social security pay-
ments; travel and related expenses of tourists and households residing in
the border area; and transfers to meet the personal requirements of citizens
of Burundi and Rwanda over and above limits established on the transfer of
remuneration. Upon proper documentation, each tourist or household was
entitled to receive Burundi or Rwanda francs up to the equivalent of SDR 100
a month in the form of cash or nontransferable travelers checks. Unspent
balances could be exchanged again for zaires upon retutrn,

July 24. In order to facilitate the application of Circular No. 164,
Circular No. 165 amended Circular No. 86 of March 31, 1967 by adding the
Burundi franc and the Rwanda franc to the list of 15 currencies quoted daily
by the Bank of Zaire.

August 24. The Zaire was devalued by 25 per cent from Z 1 = SDR 0.5 to
-z J. = SDR 0.3750.
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Auguet 30, The maximun pernissible period of delay between the signing
of export contracts for coffee and the subaission of the corresponding
export declaration was reduced from 13 days to 7 days. At the sane time,
banks were authorized to register export declarations for coffee and all
other exports that were subject to ninimum export prices, without prior
approval from the Bank of Zaire (Letter D14/Gouv. No. 10-722).

August 30, The Bank of Zaire announced that it would henceforth vali-
date exchange licenses for medical treatment incurred abroad by expatriates
at any time in the year. Previously, such licenses could only be submitted
in March and Septenber. Banks were required to submit such licenses taking
into account their foreign exchange availabilities and the chronological
order of license applications (Letter D14/Gouv. No. 10-723).

August 31. Zairian residents of foreign nationality other than
salaried employees with a valid work contract, active . rtnerc in locally
registered partnerships, professionals, members of religious missions, and
their dependents could henceforth purchase tickets for international travel
with domestic currency, provided such purchases were made from a local
airline (Letter D14/Gouv. No. 10=721).

September 3. The Bank of Zaire amended Circular No. 156, permitting
commercial banks to use the exchange allocation of 2 per cent, initially

reserved for petroleum imports, to augment any of the other exchange
allocation coefficients.

November 22. The Bank of Zaire prohlbited any further extension of the
validity of import licenses issued before September 1, 1978. Banks were
instructed to cancel all such licensdes within 30 days after expiry of their
validity except in cases where it could be proved that shipment occurred
within the period of validity {Letter D15/Gouv. No. 10-926).

December 4. All imports of data pro..ssing equipment and accessories
were subject to the prior approval of the Secretary General of the Permanent
Council for Data Processing (Letter D14/Gouv. No. 10-938).

December 11. Representatives of 14 creditor countries agreed to con-
solidate US$1.3 billion of Zaire's external public and publicly guaranteed
debt to official creditors.

December 22. A trade and payments agreement was signed with Angola.
Transactions between Angola and 2aire were to be effected through U.S.
dollar~denominated accounts with a swing limit of US$500,000. Balances
in excess of this limit will be settled on a quarterly basis.

December 25. Zaire's borders were closed in order to carry out a
currency conversion. Air traffic was reswed on December 30, 1979, but
- the borders remained closed uptil January 24, 1980,
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12, (Changes during 1980

February 1., Letter No. 153 required commercial banks to invest 80 per
cent of their externally held foreign exchange balances in interest-earning
instruments of less than 12 monthe' maturity, with a view to minimizing
nonremunerative balances.

February 1. The preferential exchange rate for small diamond producers
was abolished. Henceforth, purchases from such producers would be made in
foreign exchange.

February 8. The commer:ial and payments agreements signed by Angola
and Zaire on October 25, 1978 and December 22, 1979, respectively, entered
into effect. Under the payments agreement, reciprocal credit lines in
U.S. dollars were established in the respective central banks; talancer
in excess of US$500,000 at the end of each quarter must be seitled w.: ain
15 days (Circular No. 158).

February 22. The zaire was devalued from Z 1 = SDR 0.375 to 2 1 =
SDR 0.2625.

February 23. Circular No. 169 permitted resident producer=-exporters
to open interest-free deposit accounts in foreign exchange with authorized
banks. Such accounts could be credited with at most 15 per cent of export
receipts and by transfers from other such accounts within Zaire or, with
the authorization of the Bank of Zaire, outside of Zaire, and could be
debited with: (a) payments for imports of raw materials, intermediate
goods, equipment, spare parts, transport vehicles, and consumer goods;

(b) transfers under global authorizations granted to the account holders;
(c) other authorized payments; (d) transfers to other resident foreign
currency accounts; and (e) purchases against zaires by Zairian banks. The
account holders have priority in using balances in these accounts for
their ow external payments. The Bank of Zaire reserves the right to
purchase foreign exchange from these accounts with local currency if the
balances are deemed too high or inactive for a given period. In case of a
devaluation, banks have to buy the balances in the accounts at the old
rate and resell them at the new rate; the difference in local currency
would be ceded to the Bank of Zaire. In accordance with Circular No. 156
of July 31, 1978, 30 per cent of export receipts must be ceded to the Bank
of Zaire; use of the remaining 55 per cent (i.e., excluding the 15 per
cent which the exporter could freely deposit in foreign exchange accounts)
would be governed by prevailing regulations as set forth in Circular

No. 156 (as amended).

March 27. Circular No. 170 limited the amounts of remuneration which
expatrigte employees might remit abroad in 1980 to amounts authorized for
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May 15. The Department of Finance gave permission to the Customs and
Excise Office to clear imports made without an import declaration and finan-

ced without purchase of foreign exchange from the banks, on condition of
payment of the applicable customs duties.

July 1. A Memorandum of Agreement between GECAMINES and the Bank of
Jaire on the surrender and use by the former of foreign exchange came into
effect. Under the agreement, GECAMINES would transfer its balances abroad
into accour s which the Bank of Zaire maintains with correspondents abroad.
The cou~.. rt of these balances would be credited by the Bank of Zaire to
resident foreign currency accounts of GECAMINES at authorised Zairian banks;
such balances may not fall below Belgian francs 800 million. GECAMINES'
foreign exchange requirenents would be met by the Bank of Zaire on a month-
to-month basis. (This agreement was revoked on November 7--gee entry
below.)

September 2. The Bank of Zaire began a census of arrears not registered
with the banking system.

October 15. A special schedule for the retention of export receipts
by coffee exporters was established. The rates were 20 per cent for
planters who also process and export, 15 per cent for processors who export,
and 10 per cent for those who only exporte.

November 7. The Memorandum of Agreement between GECAMINES and the Bank
of Zaire was revoked. The previous system, under which GECAMINES retained
45 per cent of its export proceeds, was restored.

13. Changes during 1981

January 28. In order to influence the composition of imports SAD (i.e.,
imports financed without recourse to the foreign exchange resources of the
banking system), Circular No. 175 specified 199 eligible categories and
required the submission of an import declaration which would be subject,
prior to shipment, to the control of 0ZAC. Imports valued at SDR 500 €.0.b.
or less and destined for personal use were exempted from both import
declaration and preshipment control requirements; imports valued at SDR 501-
SDR 2,500 were exempted from preshipment controls only. An exchange control
tax of 0.3 per cent wiould apply. Prior approval of the Bank of Zaire was
required for imports to be transported by air. While the importers concerned
were not required to file an attestation of their tax status, they were
required to provide evidence of the marketing of the relevant goods within
a delay of 30 days. Imports of tires, inner tubes, other similar products,
and iron and steel products would require the prior approval of the Depart-=
ment of Economy.

February 3. The system of allocation of export and invisible earnings
retained by commercial banks was altered significantly. While the share of -
rav materials, intermediate goods, and certain finished products:was increased.
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from 35 per cent to 45 per cent, that of essential consumer goods and pharma-
ceuticals was reduced from 33 per cent to 30 per cent; the proportion
allocated to invisible payments was maintained at 25 per cent, but the shares
of nonpriority goods and the unrestricted margin, previously 5 per cent and

2 per cent, respectively, were abolished. With regard to invisible receipts,
the allocation of which was previously uncontrolled, the commercial banks may
now (a) surrender them to the Bank of Zaire; or (b) use them to increase any
of the coefficients mentioned above, finance imports of a number of specified
product categories, finance other imports requiring the prior approval of the
Bank of Zaire, or finance imports of goods payable by direct transfers whose
authorization dates prior to September 1, 1978.

February 27. S0ZACOM reduced the export price for cobalt from US$25 per
pound to US$20 per pound.

March 13, Zaire, Burundi, and Rwanda renewed with amendments the Mone-
tary Agreement Between the Central Banks of the Member States of the Economic
Community of the Great Lakes Countries. The Arrangement, which renewed that
signed on June 7, 1978, provided mainly for four amendments. First, the
respective central banks were allowed to stock the currency of their partners
to cover the needs of travelers; while out of circulation, such stocks would
remain the property of the issuing central bank. Second, a precise timetable
for quarterly settlements was specified. Third, a given creditor country
would be permitted to specify the convertible currency to be used in settle-
ment. Lastly, procedures for the arbitration of any conflict arising from
the operation of the arrangements were established.

April 2. Ordinance-Law No. 81-014 gave SOZACOM the exclusive right to
sell Zaire's production of diamonds.

April 6. Circular No. 176 provided that monthly transfers of expatriate
salaries in 1981 would be limited to amounts authorized in 1980. Monthly
transfers for newly hired expatriates will be fixed by the Bank of Zaire.

June 2. Circular No. 177 provided that, effective immediately, the Bank
of Zaire will publish the official exchange rates of the Kenya shilling, the
Spanish peseta, and the Japanese yen. Accordingly, the commercial banks were
authorized to open sight deposit accounts with correspondents abroad, to open
accounts denominated in these currencies for residents and nonresidents with-
in existing regulations, and to receive or effect payments in these currencies
for authorized foreign exchange transactioms.

June 17. Circular No. 178 amended certain provisions of Circular No. 175
(January 28, 1981) pertaining to imports SAD. While previously specific prod-
ucts eligible to be imported under each customs category were listed, the new
circular provided that all products under each category may be imported except
for gpecified prohibitions (inecluding coffee, tea, pyrethrum, portland cement,
explosives, matches, telephone equipment, walkie-talkies, military equipment

-and gmomunitions, sound equipment, gambling equipment, and materials contrary . ..
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to public morals). Moreover, Circular No. 178 exempted from the import
declaration requirement the following imposts: (a) grants to recognized
philanthropic organizations; (b) commercial samples without value;

(c) diplomatic imports; (d) imports to be used in the operations of foreign
transport companies represented in Zaire; (e) goods for personal use or
resale valued at SDR 2,500 or lesa; (f) goods used for moving; and (g)
baggages and personal objects of travelers. Each import declaration must
indicate whether the goods involved are for personal use or for resale.
Moreover, each shipment subject to import declaration must conform to

the shipping regulations of 0ZAC; if not, a fine in foreign exchange of 40
per cent of the f.oebe value will be imposed. Imports transported by an
alr carrier other than Air Zaire need prior approval by the Bank of Zaire.
While previously import declarations required shipment within six months,
Circular No. 178 allowed for a three=mo.,th extension.

June 19. The zaire was devalued by 40 per cent from Z 1 = SDR 0.2625
to 21 = 0,1575,.

June 23, The Executive Council announced that foreign exchange alloca-
tions amounting to US$50 million would be made available from official
reserves to 201 enterprises. Only 50 per cent of the counterpart in local
currency of the special allocation may be raised through credits from the
banking system. Moreover, importers who are not able to use their alloca-
tion within 30 days of notification would forfeit the right to do so.

June 29. Zaire entered into a contract with the U.S. General Services
Administration to sell 5.2 million pounds of cobalt at US$15 per pound for a
total amount of US$78 million. Delivery will be made over a twelve-month
period.

July 1. In respect of the US$50 million foreign exchange allocation,
the importers concerned were required to put up the local currency equivalent
of their respective shares prior to July 15, calculated on the basis of the
prevailing exchange rate. While commercial importers may borrow only up to
50 per cent of the value of counterpart in zaires, the limit on industrial
importers was raised to 75 per cent. Import declarations had to be regis-
tered prior to August 15; registrations up to August 31 would be accepted only
upon express approval of the Bank of Zaire. The deadline for the utilization
of allocations was extended from 30 days after notification to September 30.

July 9. The Paris Club agreed to reschedule debt service payments fall-
irg due from January 1, 1981 to December 31, 1962.

July 23. In respect of the US$50 million foreign exchange allocation,

the rates of exchange to be applied to determine the counterpart in zaires was
changed to the rates which applied on the date of the validation of the import

declaration.



s - 65 - APPENDIX IT
%____:.
e Table 1. Zaire: Gross Domestic Product by Industrial
5 Origin at Current Prices, 1975-80
l (In_ millions of zaires)
1975 1976 1977 1978 1979 1980 1/

Agriculture (commercial-

ized) 171.2 370.8 473.1 679.4 1,313.3 1,794.8
Mining 2/ 293.2 376.3 460.0 638.9 1,779.6 2,761.1
Manufacturing 191.6 239.2 280.2 336.0 419.2 518.5
Construction 74.4 90.9 99.2 123.8 218.7 443.9
Electricity and water 10.2 11.0 11.2 11.4 11.6 11.8
Transportation and tele-

communications 82.3 91.6 84.4 92.7 93.4 99.4
Commerce 275.3 452.9 731.3 967.2 2,065.5 2,973.0
Other services 3/ 495.7 731.4 1,072.0 1,479.8 2,728.4 4,143.6
Import quties 85.5 86.4 91.1 110.3 258.7 603.2
;; Commercialized GDP 1,679.4 2,450.5 3,302.5 4,439.5 8,888.4 13,349.3
éAgricu%ture (subsistence) 202.4 364.4 604.3 979.3 2,129.5 3,134.4
fConstrggtion (subsistence) 37.3 45.3 49,4 61.7 108.9 221.0
" Total GDP 1,919.1 2,860.2 3,956.2 5,480.5 11,126.8 16,704.7

ra

Source: Data provided by tne Zairian authorities.

1/ Provisional.

2/ 1Including processing of minerals.
3/ 1Including banking and government services.
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é?f Table II, Zaire: Agricultural and Agro-Industrial Production, 1975-81
. (In thougsands of metric tons)
1975 1976 1977 1978 1979 1980 1/ 1981 2/

Palm oil 145.0 128.6 104,9 98.6 98.5 93.2 115.0
Palm kernel oil 29.0 23.1 22.2 20.2 18.4 22.6 24.0
Palm husks 31.0 32.3 29,7 26.2 25.5 27.7 33.0
Coffee

Robusta 51.4 88.7 56.5 76.8 60.0 73.9 70.0

Arabica 3/ 8.0 20.8 8.2 10,2 7.8 6.4 7.1
Cotton (fiber) 16.3 11.4 10.0 5.0 6.0 9,7 20.0
Cotton oil 1.3 0.9 0.2 0.3 0.1 oo ‘e
Rubber 28.7 23.8 30.0 28.4 19.1 20,7 .o
Maize 4/ 125.0 128.0 130.0 125.0 128.0 oo cee
Manioc 4/ 800.0 819.0 809,0 785.0 808.5 “ea e
Rice 4/ 135.0 137.0 127.0 127.0 130.8 N e
Cocoa 5.4 4.4 3.9 4.3 3.5 4,2 4.0
Tea 5.7 6.4 5.2 4,8 3.7 2.5 2.0
Sugarcane 6l4.4 468.3 553.9 475.3 491.8 4B82.9 500.0
Tobacco 1.1 1.0 J2.9 1.4 1.0 1.9 1.3
Timber (logs) 5/ 217.5 265.2 Yo7 331.7 350.0 325.0 350,0
Timber (sawn) 5/ 79.0 71.1 ©,8 101.5 88.0 68.1 aas
Cinchona bark 1.9 2. 2.0 5.2 0.9 1.7 ves

.. Source: Data provided by the Zairian authorities.

1/ Provisional.

2/ Projected.

3/ Exports only.

4/ Commercialized production only.
5/ 1In thousands of cubic meters.
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Table 1V, Zaire: GECAMINES - Selected Data, 1975-80
a (In millions of zaires)
1975 197¢ 1977 1978 1979 1980
Total sales 318.8 624.2 602.3 977.1 2,583.6 4,113.3
Of which: copper (230.2) (421.0) (378.7) (385.7) (958.7) (2,742.7)
cobalt (47.5) (114.5) (128.0) (487.5) (1,312.6) (1,206.0)
zinc (11.7) (45.8) (28.4) (18.9) (40.2) (53.4)
Profits after taxes -19.0 97.1 3.4 145.0 211.7 691.5
Investments during ;
period 49.6 83.8 113.0 95.4 193.8 432.5
Long-term debt 23.0 95.6 159.3 301.7 521.7 609.7
V}hmorandum items:
Production (in thousands
of metric tons)
Copper 463.4 407.7 450.9 391.3 369.8 425,7
Cobalt 13.6 10.7 10.2 13.1 14.0 14.5
Zinc 66.9 60.6 51.0 43,5 43,7 43.8
Source: Data provided by the Zairian authorities.
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Table V. Zaire: Index of Manufacturing Production, 1975-80

A

- (1270 = 100)

1976 1975 1976 1977 1978 1979 1980

Value added
(In millions
of zaires)

Consumption goods 42.06 122.4 120.5 121.5 105.6 93.3 92.5
Foodstuffs 7.60 125.2 1i16.4 128.6 128.1 155.0 124.0
Beverages 12.40 140.4 131.8 123.5 113.4 78,2 73.8
Tobacco 2.60 109.5 79.4 73.6 78.5 58.3 55.0
Clothung 6.88 123.9 108.2 94.0 102.7 75.9 114.0
Printed fabrics 0.65 137.7 163.4 144.7 110.4 110.5 126.0
Shoes and leather 2.44 7.5 72.4 81,2 38.7 30.6 26.0
Chemical products 3.40 102.7 139.7 126.3 113.6 107.4 96.0
Plastics 0.66 158.5 142.9 170.7 152.5 95.6 89.4
Metal manufacturing 2.26 61.1 112.1 97.5 127.9 113.5 152.8
Printing and other 3.17 157.1 155.9 219.1 69.3 87.9 74.5

"Equipment goods 23.59 118.1  101.0 98.0 84.5 84.4 82.1

Textile spindles
and looms 6.83 103.2 118.1 109.3 69.6 87.8 93.5
Basic chemicals 2.92 135,7 104,1 94,7 72.8 81.5 88.6
Mechanical goods 3.78 97.7 81.0 92.0 90.1 96.4 61.3

Transportation

materials 1.39 264.1 206.8 185.8 218.2 185.4 150.1
Nonferrous metals 5,33 131.0 93.5 90.0 97.2 69.0 77.3
Wood processing 3.34 75.0 53.7 60.6 43.5 49.1 56.7
Total 65.65 120.8 113.5 112.6 98.0 90.1 88.7

Source: Data provided by the Zairian authorities.,
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P4z

Table VI, Zaire: Gross Domestin Product and
Expenditure at 1970 Prices, 1975-80

I
f{ﬁ!’u I

(In millions of zaires)

Coep

1975 1976 1977 1978 1979 1980 1/
GDP 1,054.1 998.8 1,006.4 958.7 927.1 950.1
Gross domestic expendi-
ture 1,114.4 997.2 1,185.9 8313.7 966.8 1,127.1
Consumption 765.2 725.2 664.2 584.8 609.7 637.3
Private (538.7) (526.5) (449.9)  (385.3) (366.5) (352.6)
Government (226.5) (198.7) (214.3) (199.5) (243.2) (284.7)
Gross fixed investment 320.9 244.4 470.0 234.9 244.9 371.1
Enterprises (252.4) (168.5) (391.0) (178.3) (142.3) (260.4)
Government (68.5) (75.9) (79.0) (56.6) (102.6) (110.7)
Change in stocks 28.3 27.6 51.7 14,0 112.2 118.7
Balance on goods and
nonfactor services -60.3 1.6 =179.5 125.0 ~39.7 =177.0
Exports (467.2) (437.9) (436.6) (442.5) (349.4) (427.7)
Imports (-527.5) (-436.3) (-616.1) (~317.5) (-389.1) (-604.7)

Source: Data provided by the Zairian authorities.

1/ Provisional.
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% Table VII. 2aire: Ovearall Government Operations, 1975-81

? (In millions of zaires)

f

=

® 1975 1976 1977 1978 1979 1/ 1980 1/ 1981 2/

\

Receipts 478.4 558.3 810.5 902.0 2,150.0 4,186.6 5,480.0
Budget revenue 423.0 476.0 669.0 731.0 1,930.0 3,738.6 4,780.0
Ggrants 55.4 82.3 141.5 171.0 220.0 448.0 700.,0

Expenditure 705.7 974.5 1,191.3 1,508.0 2,618.0 4,331.8 6,230.0
Current expenditure 551.9 727.8 915.8 1,240.7 2,299.0 3,714.4  5,235.0

Budget (493.9) (650.6) (790.6) (1,145.2) (2,171.0) (3,456.4).(4,850.0)
roreign-financed (58.0) (77.2) (126.2) (95.5) (128.0) (258.0) (385.0)
Capital expenditure 153.8 246.7 274.5 267.3 319.0 617.4 995.0
Budget (82.4) (127.6) (102.1) (113.8) (129.0) (246.4) (345.0)
Foresign-financed (71.4) (119.1) (172.4) (153.5) (190.0) (370.0) (650.0)
Overlll defieit (-) -22703 -‘1603 -38008 -60600 -46800 '145.2 -75000

Financing 227.3 416.3 380.8 606.0 468.0 145.2 750.0

Domestic (net) 123.5 315.6 222.7 $35.0 470.0 267.2 1,000.0
Banking system 115.8 317.8 223.8 529.0 483.9 267.2 1,000.0
Othet 707 -2.2 "1.1 600 -13A9 - -

‘Foreign (net) 103.8 100.6 158.1 71.0 -2.0 -122,0 -250.0

[

“Borrowing 122.4  114.5 169.1  116.0  189,0 370.0  335.0
§‘Alortizntion -18.6 -13.9 -11.1 =45.0 -191.0 -492.0  -585.0
§H morandum items:

3

_ Increase in arrears

% ol fot.i‘ﬂ debt 42.0 $3.0 98.0 112.0 378.0 - [y}
Foreign debt

rescheduling - - - - o= 764.0 ‘e

Sources: Data provided by the Zairian authorities; and staff estimates.

1/ Poreign-financed cperations have been estimated using balance of payments data and

past relationships.

2/ Projected on the basis of information available in late Auguast 1981.
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z -73 - APPENDIX II
= Table IX. Monthly Budgetary Expenditure, 1979-81
(In millions of zaires)
1979 1980 1981
January 115 218 499
February 127 306 485
March 166 197 449
April 169 400 515
May 236 468 332
June 227 283 385
July 232 560 637
August 193 327 487
September 243 279 215
October 307 400 vee
November 300 352 cee
’fDecember 221 414 coe

Source: Data provided by the Zairian authorities.
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Table X.

-7‘-

Zairet
(In nillions of saires)

Budgetary Ravenue, 1974-81

1974 1973 1976 1977 1978 1979 1980 1981
an.=June
Taxes on net income and profices 112.8 113.2 158.1 226.? 301.8 676.2 1,051.1 934.7
CO'”'.C’.O” 47,8 37.3 Sh.4 81.6 117.9 223.3 525.8 618.4
Unincorporated enterprises
and self-employed professions 2.1 1.7 2.1 3.2 6.1 15.7 144 3.9
m.. and salarias 37.6 71.8 97.5 138.1 168.0 422.2 487.2 2.5.1
Dividends and interest 3.5 0.9 1.3 1.7 3.6 6.3 $.7 17.5
Rental income 2.0 1.3 2.7 §.5 6.1 8.2 17.3 9.3
Other 0.1 0.2 0.l 0.1 0.1 0.3 0.7 0.3
Payroll tax on expatriates 3.2 3.0 2.7 14.7 25.6 54.0 99.3 23.7
Taxzas On property 3.4 3.7 4.0 4.) 5.3 6.6 4.8 2.8
leal estate 2.5 2.8 3. 3.2 4,2 5.0 3.2 1.2
Motor vehicles 0.9 1.2 0.9 1.1 1.1 Ll.4 1.6 1.6
Taxes on domsstic productim
and consuspticn 47.3 $3.5 6S.1 111.1 135.9 267.6 638.7 333.2
Turnover tax 17.5 25.5 43.0 61.0 7.5 137.1 437.7 207.8
Selactive excises 29.6 27.8 22.0 39,0 6.4 113.8 131.9 78.4
Alcoholic beverages (15.5) (10.7) (8.6) (146.0) (13.3) (8.8) (16.9) 8.7
petrolem products (7.5) (8.6) (3.9) (6.4) (10.2) (20.6) (18.3) (17.6)
Tobaceo (5.3) (7.4) (8.6) (16.4) (30.9) (82.4) (95.7) (47.9)
Other (1.3) (1.1) (0.9) (2.2) (2.0) (2.0) (1.4) (1.2)
Tax on crude patrolew
production - - - 11.0 7.9 12.8 65.5 49.8
Other taxes on domestic
gooda and services 0.2 0.2 0.1 0.1 0.1 3.9 3.6 0.2
‘Taxes on international trade
and transactions 326.8 209.2 221.5 254.4 206.2 848.5 1,546.3 507.5
Import duties and taxes 113.2 112.2 31449 121.5 146.1 33.8 731.9 435.8
Iaport duties (64.7) (62.6) (33.1) (56.0) (68.9) (170.9) (389.2) (232.0)
Temporary import surcharge (10.8) (11.0) (14.3) (15.2) (19.4) (h4.1) (88.5) (54.8)
Turnover tax (25.8) (26.7) (28.5) (30.4) (35.8) (76.1) (163.4) 798.7)
Statistical tax (11.9) (11.9) (17.0) (19.9) (22.0) (83.7) (90.8) (50.3)
Export duties and taxes 213.2 96.3 165.7 132.5 39.6 $12.8 812.3 7.1
Turnover tax (35.3) (22.7) (40.1)  (43.8) (18.5) (144.0) (440.1) (21.8)
Statistical tax {i.8) (3.4) €7.6) (8.3) (7.1) (24.9) (641.2) (16.7)
otbﬂ' ducius ‘ 0.4 0.7 0.9 0.4 0.5 0.9 2.1 6.0
Other texes 12.2 28.6 1442 28.0 35.3 $9.2 37.6 77.9
Totai tax revenue 508.7 811.2 465.6 638.7 710.1 1,911.9 23,377.86 1,879.8
Nontax ravenue 17.7 11.8 10.4 30.3 20.9 18.1 360.8 220.7
Investment iacome 10.5 2.8 0.8 - - - 17.2 3.0
Miecellansous 7.2 9.0 9.6 30.3 20.9 14.1 343.6 217.7
total revenua 523.4 423.0 476.0 669.0 731.0 1,9%.0 3,738.6 2,100.8

Scurces: Date provided bv the Zairian suthorities; and staff estimates.
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x vl Table XI. 2Zaire: Tax Revenue Excluding Taxes Paid
or Remitted by GECAMINES, 1974-81
(In millions of zaires except whare indicated)

=4

¥ 1974 1975 1976 1977 1978 1979 1980 1981

Taxes on net incone
and profir. 69.0 86.9 117.6 184.4 238.3 481.7 582.7 739.3

- Corporations 22.1 37.3 S4.4 81.0 117.9 176.4 260.7 465.0

of which:

) petroleum corporations (==) (==) (==) (21.9) (15.9) (%8.5) (162.3) (127.0)
Wages and salaries 392 45.5 S57.0 94.0 104.6 274.8 284.3 224.6 ¢
Other 7!7 4.1 6.2 9.4 15.8 3005 37.7 49,7 _

Payroll tax on expatriates 1.6 0.7 1.0 4.4 15.8 36.9 69.5 12.5

Taxes on property 2.5 2.8 2,7 3.0 3.8 4.9 3.3 1.5

Taxes on domestic production
and consumption 46.5 52.0 62.1 108.2 131.7 255.4 618.4 331.2

Taxes on internationsl trade
and transactions 112.2 117.7 144.0 173.1 178.7 64,5 1,082.6 387.5

Of which:
taport duties and taxes (99.5) (93.4) (102.7) (99.1) (123.0) (2%0.8) (651.9) (315.8)
export duties and taxes (12.3) (23.6) (40.4) (73.6) (55.2) (52.8) (428.6) (71.1)

Other taxes 12,2 28.6 14.2 28.0 35.3 59.2 37.6 77.9

?'rotal tax revenue excluding
- taxes paid or remitted
4 by GECAMINES 244,0 288.7 341.6 S01.1 603.6 1,182.6 2,39 .1 1,550.0

(Memorandua iteas

;l'roul taxes paid or
g remitted by GECAMINES 261.7 122.5 124.0 137.6 106.5 729.3 983.7 329.8

S Total tex revenue excluding

% GECAMINES as a percentage
o of GDP 13.6 15.0 11.9 12.7 11.0 10.6 14.3 cee

%
Sources: Dats provided by the Zairian authorities; and GECAMINES' data.
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Table XIII. 2Zsire: Intarast Rate Struccure, 1979-81
(1n_per cent per snoum)
As of As of As of

January 1, 1979

March 10, 1980

April 1, 1981

1. Commercial bank deposit rates

l. Savings deposits 3,28
2., Tisa deposits
0=3 months -
3-6 wonths 5.0
6-12 montha 10.0
12-24 months 15.0
over 24 months 18.0
11, Commarcial bank loan zates
1. Rediscouncabls credit
a. Short-tera
(1) Losas for pro-
duction and
equipment 1.5
(2) Other 12.0
b. Madium—- and long-
tars
(1) Loasas for equip~-
man . in agricul-
tural snd agro-
industrial
activities 9.0
(2) Other 15.0
2. Nonrediscountable credit
a. Short-ters 18.0
b. Madium- and long-
tern 20.0
1IL Refinancing rates
1. QRadiscount rates
a. Basic rate 12.0
b, Short-term produc~
tion and equip-
seat 5.0
¢s Madium- and long~-
tera 7.0
d. Treasysy bonds bond yield
2. Advances to banks 1/ 12.0
3. Advances with collateral
a. With governmsent
sacutities as
collataral 6.0
b, With commercial
papar as
collateral
{1) Short-tarm 7.0
(2) ¥Medium-term 8.0

3.28

s.0
15.0
5.0

fraaly
negotiable

18.0
20.0

12.0

s.o
7.0

bond yield
12.0

6!0

[ )
.
oo

5.0

8.0
20.0
3o0.0

fresly
negotiable

11.0
fraely
negotiable

12,5
treely
negotiable
22,0

freely
nagotiable

15.0

9.0

10.0

bond yield
15.0

10.0

Saurce: Daca provided by the Zairian authoritiss.

1/ Mdvances made ir connection with interbank clearing at

the Bank of Zaire.

=
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<B - APPENDIX 11

Table XVIT, Zaire: Emports, : o.be, 1979-8]

(Values in milliors of UsS. dollars and of SPRs,
yolumes and unit prices a8 indicated) 1/

1979 1980 AET]
GCECAMINES
Copper
value (USS) 679 0 9117 roos
Value (SDRs) 525 5 700 8 s
Volume (tone) 353,997 436,672 P NITT
Unit price (8/1b.) 0 87 0.947 Y k)
Cobalt
Value (USS) 570 8 kFran 262 &
Value (SDRs) 441 8 290 3 226 2
Volume (tons) 10,528 6,853 7,060
U'n{t pr.ce ($/1b.) 24,59 25 00 17 no
2inc
\alue (UsS) 211 21 4 6R &
Value (SDRs) 180 16 4 59 3
volume (taons) 31,464 29 588 0,000
Unit price ($/1b) 0,336 0 328 0 390
S{lver
Vslue (USS) 215 54 & 213
\alue (SDRs) 18 2 41 8 18 4
Volume (kg ) 68,000 R3,545 29,687
Unit price (5/t oz ) 11 0% 20 92 11 S0
Cadmium
Yalue (UISS) 09 14 0R
Value (SDfis) 07 11 7
Volume (tons) 158 278 178
Unit price '4/1b ) 2,54 232 215
Gold
Value (U'SS) 11 20 158
Value (SDRs) 09 198 11
Volume (kg ) 112 6 99 0 104 5
Lnit price (5/¢t oz.) 306,7 634 7 45n 0
FMM 3/
Uss -211 0 =240 4 =196 2
SDRa -163 3 -184,8 =170 9
Subtotal
L5S 1,087 % 1,128 2 903 1
SDReo 841 8 867 2 778 5
SODIMIZA
Copper
value (V85) 56 7 66 4 Su 5
Value (SDRs) 439 510 “70
Volume (tons) 29,573 31,803 30,500
linit price (5/1b ) 087 0,947 0 8]
Gold (KILO-MOTO, SOMINAI)
Value (USS) 118 20 4 -
Value (SDRs) 91 5 -
‘olume (kg ) 1,2R8 3 1,735
Unft price (S/t oz ) 294 49 8]2 2w 410 o
Dlamonds
Value (US$) 98 7 96 > I
Value (SDRs) 76 & 742 6 4
Volume ('N00 carats) 8,17¢ 86 Bt 5
Unit price (S/carat) 12 08 11 .3 10 o
Coffee
Value (USS) 1445 161 1 | (]
Value {SDRs) 111 8 125 3 8¢ 0
Volume (tons) 62,799 7411 61, 0
Unit price (5/1hs) 1 044 0,998 0,750
Rubber
\alue (USS) 16 6 19 8 1« n
Value (SDRs) 129 1* 2 1f 4
Volume {(tons) 16,888 19,477 21,000
Un{t price (S/1b ) 0 45 0 46 0 u]
Crude oil
Value (USS) 152 7 225 1 242 7
Value (SDRs) 118 2 173 0 209 2
\olume ('000 barrels) 7,535 6,534 6, 560
Unit price (S/barrel) 20 2° 3 45 37 oo
other exports
Value (USS) 127 &4 164 3 142 1
Value (5DRs) 98 6 12643 122
Ad Juscment
Value (1'S5) 138.6 69 0 --
Value (SDRs) 107 3 531 --
Total : ,
Value (LSS) 1,83 6 1,952.8 1,577 6
Value (SDRs) LLZZO.O 1,501.0 1,360 0
Rate of {ncrease In SDRs
(per cent) 129 57 =9 4

Sources  Data provided by che Zafrian authoritiea, and staff estimates

1/ Conversion rates SDR 1 = USS1 292 for 1979, SDR 1 = USS1 301 for 1980, and
SDR 1 = USS1 16 for 198!  Heasure convcrsion rates Metric ton = 2,204.7 pounds,
troy ounce = 31 103 grams, carat » 200 milligrame



- 82 - APPENDIX II

Table XVIII, Zeire: Terms of Trade, 1975-81 1/

(1975 = 100)

Change in terms

Export price Import price Terms of of trade

index index trade index (per cent)
1975 100.0 100.0 100,0 -39.8
1976 130.9 117.5 111.4 11.4
1977 146,3 133.4 109.7 -1.5
1978 146.5 149.9 97.7 -10.9
1979 04,8  178.6 114,7 17.4
1980 215.2 206.7 104.1 -9.2
1981 2/ 202.3 231.5 87.4 -16.0

Sources: Data provided by the Zairian authorities; and staff estimates.

1/ Based on figures expressed in SDRs.
2/ Projected.
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Table XX.

Zairet

(In_per cent)

-8«

Direction of Trade, 1976-80

APPENDIX II

Industrial councries

United States
Japan

Belgium

France

Germany

Italy

United Kingdom
Other

011 exporting countries

Non-oil developing count+ies

Africa

Angola
Mozanbique
South Africa
Other

Asia

India
Other

Europe
Middle East
Western Heaisphare

Brasil
Other

Soviet Union and

Eastern Europe

Total

64,3 837 637 61,7 60,7 70,0 70,6 64,2 399  61.0
B 27 S S 7 S 5 U Y ) 10, o8 “T.& 8.6 N7
42 3.7 3.0 3.6 3.4 3.4 3.8 2.2 2.0 2.9
296 2.1 279 304 313 13.5 171 1644 14.6 16,2
842 6.8 5.4 5.2 4ok 13.0 9.1 107  10.8 7.8
3.8 4.0 46 2.3 2.9 8.9 8.3 8.4 10.3 9.7
5.7 6.6 48 3.7 3.9 3.6 5.6 5.1 3.2 4.4
3.3 42 6.9 4,8 a1 3.1 3.0 3.7 3.6 4.0
2.9 4,0 2.7 2.2 2.3 143 13.0  10.1 6.8 6.3
83 03 04 04 0.4 3.7 39 44 6.7 S:1
349 354 353 3.2 382 234 244 294 32,4 32.6
27.8 26,7 26,0 26,8 24,3 16,3 18,7 209 20.2 20,0
0.y (A&H aAT.NH (166 (18.2) (0.6) (0.5) 0.5 T0.4) <6)
(6.7) (7.0) (7.2) (7.2) (7.0) {==) (==) (==) (-=) (==)
(=) (=) (=) (=) (=) (7.2) (8.5) (10.0) (9.6) (9.5)
0.9) (0.9) (1.0) (1.0) (1.1) (10.5) (9.7) (10.4) (10.2) (6.9)
2.2 3.1 5.6 649 6.9 1.2 1.3 16 0.6 0.9
@o) 0 G @®H @&H OH @D = = ™
€0.2)  €0.1) (0.2) (0.1)  (==)  (0.9) (1.1) (1.6) (0.6) (0.9)
il 13 14 14 24 03 05 07 0.6 0.7
2.2 ) .0 'b 4,0 1,7 2.6 5,0 6 .9
@2 T @H @ (T8 @.5H (@5 @&H (.5 @ED
05 06 06 0.6 0.6 9.6 0.6 0.6 0.6 0.6
0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

’ fvé‘?kﬂ.,

Source: IMF, Diraction of Trade.
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ArroIx 11

Tablc "¥1. 2airet Extarnal Public Debt Outetanding, End=1980,
and Sarvice Payments due Without Rescheduling, 1981~8%5

(In millions of U.S. dollars) 1/

Outstand=
ing debt Dabt service payments 2/
and=1980 1 1
IMF Trust Pund 139.4 9;6. 1.3 il_a_ 11.4 21.9
Principal I - 0.7 3.6 10.8 1.4
Interest 0.6 0.7 0.6 0.6 0.8
Multilateral loans 349.1 22,4 25.4 29,1 30.2 30.9
Principal I 0% 1y Py 7 .0
Interest 11.8 12,9 13.7 13.1 11.8
Govarnment loans 706.2 65.6 71.8 82.2 82.8 82,1
principal 35,7 %19 L5 ) 6.0 8.7
Interest 29.9 30.0 28.4 26.0 23.4
Bxport credit sgescies 1,161.6 236.0 276.5 219.4 183.2 148,8
Pr’.ﬂci”l 139.2 1, 1.0 155-, 132.1 108.4
Incerest 76.8 105.5 63.7 sl.1 40.4
1976~77 varis Clud 312.3 88,2 61.8 58.2 54.6 4b,1
Principal 61.1 %72 47.2 Y %) 30.1
Interast 2701 14,6 11.0 7.4 4,0
1979 Parie Club 1,079.1 129.6 146.1 147.4 208.1 149.5
Principal €0.2 79.8 ar6 154.5 107.9
Interest 69,3 66.3 59. 53.3 41.6
Uninpured bank debt 468.8 88.5 Th.1 71.8 70.2 12208
Principal 17.6 12.4 11.8 11.8 67‘5
Intarast 70.9 61.8 60.0 58.4 $5.3
Uninsured commevcial debt 39.5 7.7 6.3 6.2 6.0 11.2
Prineipal ¥ ) T3 193 13 T.%
Incerast 5.0 4,5 4.3 4.2 3.9
Subtotal (1) 4,276,1 $38.7 663.3 618.5 646,5 611.2
Principal 5:’.2 56,'3 5’6-; z52-5 430,
Interast 291.5 296.1 241.6 214.0 181.0
Net carry-over from 1979
Paris Club 62.6 = = = =
Principal i2.3 - - - -
Interest 30.1 - -— - -
Subtotal (2) 6.275.1 701.3 663.3 618.5 646.5 611.2
Principal 359,7 67.3 376.9 432.5 430.2
Interast 341.6 296.1 261.6 214.0 181.0
Fund credit 3/ 233.1 140.3 76.5 104.0 186.8 209,5
Repurchases 120.4 25.6 16.2 70.3 97.1
Charges 19.9 50.9 87.8 11645 112.4
Total 4,509.2 841.6 739.8 722,5 833.3 820.7
Principal 480.1 392,9 393.1 502.8 .
Incerast 361.5 347.0 329.4 330.5 293.4

Sources: Data provided by the Zairian suthorities; and staff estimates and pre—

jections.

1/ Totals may not add exactly due to rounding.
2/ At exchsnge rates prevailing om June 30, 1981,
3/ SDR figures for 1981-85 converted at SDR 1 = US§1.16,



Table XXIl. Seiter

ALPUDIX 1L

Excerasl Public Debt Service Paymants dus
in 1981=03 with 1981 Paris Clud Reecheduling

1981 1982 190) 1984 1983
INF Trust Pund 2.8 %_.; 4.) 11.4 21.9
Principal Ll ‘ ’ m ![oz
Intarast 0.6 0.7 0.6 046 0.3
Multilataral loans 2.6 28.4 19.1 30.2 30.9
Principal ™3 . . 7.2 1¥.0
Interest 11.8 12,9 13.7 1l 11.8
Government loans 1744 18.9 82,2 82.8 82.
prineipel A T wE oWy W
Incerest 8.5 9.4 28.4 26.0 23.4
Export credit agencies 16,3 76.7 219.4 183.2 148.8
Principal — . . TILT TR
Incerast 14,3 4.9 63.7 $1.1 40.4
1976=77 Par‘s Club 8.2 61.8 58,2 84,6 [T
"1“‘”1 zl-l . L z’c! nl
Interest 27,1 1646 11.0 T.4 4.0
1979 Paris Clid 48,0 146.1 147.4 200.1 149,35
"‘M‘m !3.0 ’ '.' . 1;205 10’ 9
Iatarest 18.0 66.3 59.8 $3.3 41,0
Uninsured bank debdt 88.3 14,1 71.8 70,2 122.8
Punelnl 1’ o; 1!0: lio' m ;, -t
Intersst 70.9 61.8 60.0 58.4 33.3
Uni{neured commercial debt 7.7 6.3 6.2 6.0 11.2
Principal 7.5 1.5 1.9 ) T4
Interast 3.0 heS 43 &e2 3.9
Subtotal (1) 207.1 410.6 618.5 646.9 611.2
Peincipal 1.0 183 Ty IT 0.7
Interast 1%6.2 225.0 241.6 214.0 181.0
Net carry-ovar from
1979 Paris Ciub 62.6 = = = =
Principal 12.3 - - -— -—
Interast $0.1 - - - -
Defarrad payment of 1981 maturi-
ties vis=i=vis 1979 Paris Club = 31.0 59.3 = =
Principal -— 37.e 7.4 - -
Interest - 3.8 4.9 - -
1981 Paris Club 2043 S1.7 62.4 614 73.9
hiﬂﬁ’.”l gn; 1!-]. 13,1 1501 !3.5
Iaterest 13,5 38.6 49,3 48.3 47,4
Subtotal (2) 370.1 493.4 740,2 707.9 §85,1
Principll 15.5 6.1 z‘zo‘ 6 zB.’
Interest 219.8 267-‘ 295.8 262.3 228.4
Pund credit 2/ 140.1 76.5 104.0 186.8 209.5
Rapurchases T e 16.2 70.3 371
Charges 19.9 %0.9 87.8 116.5 112.4
Total $10.4 869.9 84é,2 894.7 894.6
principal 0.7 T . NIy a3
Interest 239.7 318.3 383.6 370.8 340.8

Sources: Data provided by the Zairian suthorities; and staff estimates and

projectione.

1/ At exchange rates pravailing on June 30, 1981. Totals may not add exactly

due to rounding.

2/ SDR figures for 198185 converted at SDR 1 = US$1,16.
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Table XXIII. Zaire: External Public and Publicly Guaranteed
Debt Outstanding, 1975-79

(In nillions of U.S. dollars; end of period) 1/

1975 1976 1977 1978 1979

Suppliers' credite 412.9 42643 517.7 590.9 595.6
Financial institutions 818.,3 1,016.4 1,258.8 1,494.6 1,568.8
Multilateral loans 78.2 115.9 206.1 317.3 383.5
of which: Trust Fund (==) (--) (14.7) (61.0) (106.8)
Bilateral loans 40346 701.2 888.9 1,177.5 1,223.6
Bonds 5.3 5.8 6.d 7.3 7.5
Subtotal 1,718.4 2,265.7 2,877.9 3,587.6 3,779.0
Fund credit 2/ 85.8 209.9 253.0  260.9 250.9
CFF (33.1) (72.2) (103.0) (110.4) (111.6)
011 facility (52.7) (90.1) (94.2) (93.7) (74.6)
Credit tranches (==) (47.6) (55.8) (54.6) (60.3)
Total 1,804,2 2,475.6 3,130,9 3,848,5 4,029,9

Sources: Data provided by the Zairian authorities; and World Bank and IMF data.

1/ Totals may not add exactly due to rounding.

2/ Total may exceed components when member's pzyments in its currency for
Fund charges or for gold distributed by the Fund increase Fund holdings of that
currency over the member's quota; such excess currency holdings are subject to
repurchase.



Table XXIV. Zaire!

Structure and Terms of External Public

and Publicly Guaranteed Debt Commitments, 1973-80 1/

APPENDIX II

Average terns

Amount Grace Grant
(In millions Interest Maturity period element
of USS) (In per cent) (In years) (In per cent)
Suppliers' credits
1975 76.8 5.3 8.0 2.3 11.8
1976 30.1 8.6 7.6 2.7 o4
1977 22.6 5.6 6.3 2.5 14,1
1978 22-3 9-5 508 0:5 -103
1979 91.4 7.5 8.3 2.3 8.9
1980 15.2 6.0 10.0 2.5 16.8
Financial institutions
1975 102.6 8.1 9,7 3.8 9.3
1976 153.1 7.3 10.2 3.2 11.2
1977 80.2 2.3 14.4 2.6 42,5
1978 100.8 7.0 9,5 3.1 12.1
1979 64.0 10.3 9,0 4,6 -1.9
1980 37.3 9,5 9.9 2.4 3.1
Multilateral loans
1975 166.4 5.2 26.4 6.6 37.8
1976 67.4 1.8 42.0 8.6 70.4
1977 39.3 1.6 31.9 7.4 61.3
1978 108.1 1.5 24.0 7.1 57.8
1979 155.4 1.5 33.8 8.0 64,2
1980 86.6 1.7 27.1 7.2 57.5
Bilateral loans
1975 125.5 5.8 17.6 4,2 25.8
1976 125.5 S.7 15.5 4,8 26.3
1977 98.5 2.3 29.1 6.5 55.7
1978 263.1 3.8 22.8 4,5 42.4
1979 83.3 6.8 19.7 9,2 23.4
1980 277.6 7.4 16.6 A 23.5
Total 2/
1975 471.3 6.2 17 .4 4,7 24.2
1976 376.2 5.9 17.4 4.6 26.3
1977 240.5 2.5 22.5 5.0 48,3
1978 494,.3 4,2 19.6 4,6 37.6
1979 394.1 S.4 20.9 6.4 32.0
1980 320.0 6.4 17.9 4.4 28.5

Source: World Bank

1/ Excludes IMF facilities.

;Z/ Totals may not.add exactly due to rounding.



. -89 - APEENDIX II

Table XXV, 2aire: External Payments Arrears Registered
with the Banking System, 1976-81 1/

(In millions of SDRs; end of period)

1976 1977 1978 1979 1980 2/ 1981

June 2/
Commercial 240,7 37107 440.1 435,3 89,5 XY
Invisibles 3/ 49,1 92.6 46.7 32,0 28.0 re
External public debt 95.1 192.6 462.9 650.7 -- -
Interest ‘0708 56,2 34103 475.4 - -
principal 47.3 136.4 121.6 175.3 -— -
Total 384.9 656.9 949.7 1,118.0 417.5 397.5

Source: BRank of Zaire.

1/ Arrears registered with the commercial banks were centralized in the
Bank of Zaire by virtue of Circular No. 156 of July 31, 1978,

2/ Excludes avrears on external public debt covered by the December 1979
and Juiy 1981 Paris Club rescheduling agreements.

3/ Other than interest on external public debt.



Table XXVI.
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APPENDIX II

Zaire: Service Payments on the External Public and

Publicly Guaranteed Debt, 1975-80 1/

(In millions of U.S. dollars) 2/

1975 1976 1977 1978 1979 1980

Suppliers' credits 5747 28,7 2344 17.5 22.7 ‘oo
Principal 42.0 20.6 15.8 8.7 11.7 ‘e
Interest 15-6 801 706 8.8 11.0 XN
Financial institutions 73.7 36.8 51.4 74.4 67.7 vee
Principal 3605 10.0 1105 18-1 18-2 s e
Interest 37-2 26-8 39.9 56-3 49-5 sen
Multflateral loans _3_/ 6.1 8.5 _9_.8_ 13.3 24,3 reo
PrinCiPal 3.7 3.3 3-6 3.9 1106 e
Interest 2.4 5.2 6.2 9.3 12.7 ‘e
Bilateral loans 13.9 1306 2918 34.4 53.6 eee
Principal 6.5 3.1 14.2 17.8 31.9 “ee
Intetrest 7.4 10.5 15.7 16.5 21.7 ‘e
Bonds 0.1 0.3 -~ - - -
Principdl - - - - = ee e
Interest 0.1 0.3 - - - oo
Subtotal 151.6 58.0 114.4 139.5 168.3 313.5
Principal 38.8 36.9 45.0 48.6 73.4 115.5
Interest 62.8 51.1 69.4 90.9 94.9 198.0
Fund Credlt 3.8 35-3 19-9 2705 56.0 100-0
RepurchaSE'ﬂ — 26.1 6.7 1201 40.7 85.2
Charges 3.8 902 13.2 1504 1503 14.8
Principal and Fund repurchases 88.8 63.0 51.7 60.7 114.1 200.7
Interest and Fund charpes 66.6 60.3 82,6 106.3 110.2 212.8

{

Sources: Data provided by the Zairian authorities; and World Bank data.

1/ Excludes reduction of arrears through cash payments.
2/ Totals may not add exactlg due to rounding.
- 3/ Includes Trust Fund.
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Table XXVII. Zagre: Real Effective Exchinge Rate Indic-s, 1976-81 1/

(Zaire/basket; March 1976 = 100)

Export= Inport- Trade-
wveighted veighted veighted
1%
Deacember 75.2 74,9 75.1
Annual average 79.3 79.3 79.3
1977
Decesber 49,5 49,1 49.4
Annual average 36.5 36.1 3644
1978
December 36.0 3.8 6.0
Annual average 39.5 39.3 39.4
1979
January l/ 30.0 49,7 49.9
Pebruary $0.6 50.3 50.5
March 48.2 48,0 48.1
Apfll 46,7 46.6 46.7
May 43,9 43.9 43.9
June bl.b ‘1-’ 41.3
Jbly 4.3 b1 44,3
Auguet 2/ 44,3 44,0 4&.2
Septenber 34.6 $4e3 34.5
October $0.7 50.7 50.7
November 53.2 $3.3 53.2
Dacember $1.1 51.2 ’1-1
Annual average 48.3 48.1 48.2
190
January 49.4 48.4 48.4
Pebruary 2/ 54,7 $4.6 $4.6
H‘fch 69.7 69.6 69.7
Apl.'il 70-5 700‘ 70.5
May 62.0 61.8 62.0
June 62.8 62.6 62.7
July 62.7 62.4 62,6
Au'\l.t ﬁlna 61-6 6107
Septeaber 61.3 61.0 61.2
octohr 62.0 61.7 61!9
November 59.4 59,0 59.2
Dacenmber 60.5 60.0 60.3
Annual average 61.3 61.0 61.2
194
January 57.6 $7.0 $7.4
Pabruary 56.5 56.0 56.3
March 55.4 $5.0 55.3
April 51,3 50.9 $1.2
Hay 50.7 0.3 50.5
June 2/ 57.4 $7.0 57.3
July 78,5 77.8 78.3

Sources: .ata provided by the Zairian authorities; and staff calculations.

" 1/ Upward (downward) movements signify deprecistions (apprecistions).
Treade weights used are averages for the neriod 1977-79. Price indices
used refer to consumer prices for 2aire and wholesale prices in
= naadl trading partners (Austria, Belgium, Canada, Demmark, France, Germany,
.o Ailtaly, Japan, Netherlands, Norway, Spain, Sweden, Switzerland, Unite
N .,:,fﬁn.ggn. and United States). o
- ::A/*-»)L;_;;shg during which devaluations were effected, -

W,
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