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I. Introduction 

1. Zaire, the third largest country in Africa, is richly endowed with 
natural resources, but its GDP per capita remains one of the lowest. 
Following a difficult period immediately after independence, Zaire 
adopted important financial and economic reforms in 1967, and, with the 
benefit of relatively high copper prices, the economy expanded rapidly 
from 1967 to 1974. This period of relative prosperity came to an end in 
1974 when copper prices fell sharply. Toward the end of this period 
Zaire borrowed abroad on a large scale. The downturn in the external 
economic environment owing to the drop in export prices and a deteriora- 
tion in the terms of trade led to stagnation of domestic activity from 
1974 to 1982. Economic policy was not sufficiently adapted to cope with 
the situation; increasing budget deficits were financed by a major 
expansion of domestic credit, which fueled inflation and led to a 
serious overvaluation of the currency. From 1974 to 1982, GDP per 
capita declined steadily, the country's infrastructure gradually fell 
into decay, and by the end of 1982 external arrears had increased to 
some SDR 850 million. 

2. To improve the economic and financial situation, and to eliminate 
the significant distortions that had emerged and grown in the preceding 
years, in 1983 the Government began implementing a strong stabilization 
program. This effort was supported by three consecutive stand-by 
arrangements from the International Monetary Fund and large debt 
reschedulings, which ensured a marginally positive net transfer of 
resources to Zaire during 1983-86, a period during which Zaire's terms 
of trade deteriorated by almost 20 percent. The cornerstone of the 1983 
program was a reform of the exchange rate system. The convertibility of 
the currency was restored in early 1984, when a market-determined 
exchange rate system was adopted. As a result, the volume of exports in 
1984 was 29 percent higher than in 1982. External debt service 
obligations were honored and gross reserves increased. 
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3. On the domestic front, tighter monetary and fiscal policy reduced 
the annual rate of inflation from about 100 percent in 1983 to 
25-30 percent in 1984-85, and economic growth between 1983 and 1986 
averaged 2.7 percent a year, in contrast to the very low growth rate in 
the years immediately preceding implementation of the program. In 1986 
the authorities began implementing structural adjustment measures to 
address the deep-seated problems that hampered more rapid economic 
growth. As part of its industrial sector adjustment program, the 
Government replaced the tariff structure by adopting a comprehensive 
reform program, and revised the Investment Code to streamline the 
incentive framework. These reforms were supported by IDA's Industrial 
Sector Adjustment Credit (ISAC) with cofinancing under the Special 
Facility for Africa. 

4. The first policy framework paper (PFP), covering the period 
May 1987-April 1990, described the structural adjustment program that 
the Government launched in 1987 with the support of the World Bank's 
first structural adjustment credit (SAC) and the Fund's structural 
adjustment facility (SAF). The Fund provided further support in the 
form of a stand-by arrangement and a purchase under the compensatory 
financing facility. The program included a wide range of policy 
measures that were aimed at Laying the basis for long-term economic 
growth and a sustainable external financial position. It included 
further improvements in the incentives system and in public resource 
management, as well as financial sector reforms. 

5. Overall, performance during the first year of the structural 
adjustment program was uneven. Some of the balance of payments targets 
were met in 1987, and Zaire continued to honor most of its external debt 
obligations. In addition, the increased ability to mobilize foreign 
resources led to substantial disbursements to Zaire in 1987, and there 
was external debt rescheduling on favorable terms. The selection and 
execution of public investment projects were improved through the 
development of a three-year public investment program (PIP), which was 
endorsed by the Consultative Group in May 1987, and through greater 
coordination between the PIP and the government budget. Budget 
execution, however, was significantly more expansionary than programmed, 
which in turn prevented the monetary, credit, and inflation targets from 
being met. Owing in part to the unstable economic environment, the 
economic growth target of 3 percent could not be achieved. 

6. In most respects, the adverse economic and financial developments 
of the second half of 1987 continued in 1988. The second annual program 
under the SAF, as envisaged in the first PFP, was not implemented. The 
World Bank did not release the second tranche of the SAC scheduled for 
the first quarter of 1988, and a second annual SAF arrangement was not 
approved. There was a sharp reduction in balance of payments assistance 
loans but they were offset by high copper export revenues and the 
accumulation of external debt arrears. Substantial government spending 
Led to a significant decline in the net foreign reserves of the Bank of 
Zaire and to acute pressure on both domestic prices and the exchange 
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rate. Despite favorable developments in the terms of trade, which 
partly compensated for the deterioration in the previous years, and the 
positive net transfer of external resources to Zaire, the growth in real 
GDP amounted to only 2.5 percent, and thus there was a further 
deterioration in income per capita. 

7. This update of the PFP sets out the economic policy stance for 
1989-92, reaffirms the Government's commitment to its structural 
adjustment program, recalls the main features of the original PFP, and 
incorporates additional measures required to strengthen program 
implementation, to correct distortions created by the current inflation- 
ary environment, and to make the program more effective in achieving its 
aims. This paper also reiterates the structural measures, particularly 
as regards external policy, the public investment program and sectoral 
policy, within the framework of the ongoing structural adjustment 
programs and those currently under preparation (adjustment credit for 
the social sectors and the energy sector). The following sections 
present: (i> a review of objectives and performance under the first 
year of the SAF, and economic and financial developments in 1988; (ii) a 
description of medium-term objectives and policies; and (iii) external 
financing requirements. 

II. Objectives and Performance of the Structural 
Adjustment Program Under the Original PFP 

8. The Government's objective under the original PFP was to generate 
an average annual growth rate of about 3.5 percent in real terms during 
the period 1987-90, so as to ensure real growth in income per capita 
while avoiding a deterioration of the balance of payments in the period 
1988-90. To provide the basis for faster growth in real GDP over the 
medium term, it was envisaged that investment would increase from about 
12 percent of GDP in 1986 to 18 percent in 1987, and would remain at 
that Level during the entire program period. The overall deficit of the 
Central Government on a commitment basis before debt relief was 
projected to increase in 1987, but to decline gradually thereafter. An 
associated objective was to reduce the deficit on the external current 
account (including official transfers) from SDR 558 million in 1987 to 
SDR 483 million in 1990. 

9. Economic and financial developments in Zaire during the first year 
of the structural adjustment program and in 1988 were disappointing. 
Owing to the poor allocation of resources, real GDP grew by only 
2.7 percent in 1987 and 2.5 percent in 1988, which was far less than the 
program target. This performance was due in part to a Lower-than- 
expected growth in agriculture as well as to technical problems which 
slowed production at the government-owned mining company, GECAMINES. In 
addition, owing to the unstable economic environment and the shortage of 
foreign exchange, private investment stagnated. 
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10. As a result of the level of government expenditure, fiscal and 
monetary policies were much more expansionary than envisaged in the 
original PFP. Delays in the implementation of several new tax measures, 
plus general difficulties in collections, caused overall revenue growth 
to Lag behind inflation. Consequently, in 1987 budgetary revenue 
declined to 13.4 percent of GDP, or 3 percentage points short of the 
program target, and continued to decline in 1988, to 13.2 percent of 
GDP, or only 11 percent of GDP if the exceptional payments from 
GECAMINES are excluded. In contrast, government expenditure in real 
terms increased in both years. Consequently, government recourse to 
domestic bank financing far exceeded the program target in 1987 and the 
target contained in the 1988 budget. As a percentage of the beginning 
period money stock, net credit to the Government (excluding counterpart 
funds) amounted to 71 percent and 134 percent in 1987 and 1988. 
respectively. Reflecting this rapid growth in credit, the money supply 
nearly doubled in 1987, compared with the program target of 35 percent, 
and grew by 127 percent in 1988. Given the excessive level of liquidity 
in the economy, the annual rate of inflation was about 100 percent in 
both years. 

11. In 1987 the balance of payments position remained close to program 
estimates. The external current account deficit, excluding official 
transfers, is estimated at SDR 663 million, compared with the program 
target of SDR 758 million. Despite the 13 percent increase in the 
volume of merchandise imports, in 1988 the current account deficit, 
excluding official transfers, declined marginally to SDR 661 million, 
reflecting a further substantial increase in copper export prices. 
Official grants and disbursements were 29 percent higher in 1987 than in 
1986 but still somewhat below initial forecasts. In 1988 aid flows 
declined by about 10 percent. Following the May 1987 rescheduling 
agreements, external debt service payments were made with minor delays 
during the year. However, in 1988, owing both to the expiration of the 
rescheduling agreements and to the unilateral decision to suspend 
payments to many creditors, the accumulation of external debt arrears 
amounted to SDR 580 million, of which SDR 100 million represented 
overdue financial obligations to the Fund. Accordingly, the actual debt 
service ratio, which amounted to about 22 percent in 1987, fell to 
13 percent in 1988. The net transfer of resources in favor of Zaire 
increased sharply to SDR 234 million in 1987, and declined somewhat in 
1988, to SDR 187 million. Despite favorable copper revenue trends and 
the significant accumulation of arrears, the net foreign reserves of the 
Bank of Zaire fell by about IJS$lOO million in 1988. In view of the 
inflationary pressure, the Zaire depreciated in terms of SDRs by 
48 percent and 58 percent in 1987 and 1988, respectively, which 
represented a slight depreciation in real effective terms. 
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III. Medium-Term Objectives and Policies 

A. Main development constraints 

12. Growth is impeded by a combination of deep-rooted structural 
problems, the inflationary environment, and, a closely related factor, 
the poor investment climate in the private sector. In agriculture, 
which employs most of Zaire’s population, yields are Low. The results 
of industrial export crops have been particularly disappointing in the 
light of Zaire’s agricultural potential. Cocoa and tea production has 
stagnated, while cotton, rubber, and palm oil output has dropped 
sharply. Large-scale replantings in the plantation sector (coffee, 
rubber, tea) are required. High transportation costs, the deteriorating 
road infrastructure, and fuel shortages in the interior of the country 
have obstructed the farmers’ access to markets and have made the flow of 
inputs and wage goods from the cities into the interior very expen- 
sive. Other important production constraints include the absence of 
effective means to disseminate better techniques. Also, investment has 
been low in the manufacturing and food processing industries. On a 
Longer horizon, the decline in the quantity and quality of education 
will weigh heavily on growth of the economy. Deteriorating public 
health services threaten the population’s productivity; the already 
critical situation may be worsened by the incidence of AIDS. 

13. Zaire’s foremost financial constraint is related to its external 
debt. Zaire’s outstanding external debt is estimated at about 
US$8 billion, which equals 124 percent of estimated GDP. One half of 
this amount, including its financial obligations to the Fund, would need 
to be amortized in the next five years, which would imply a 
50-60 percent debt service ratio. In contrast, the undisbursed medium- 
and Long-term Loans in the pipeline totaled only about US$l.l billion at 
the end of 1988, with about 65 percent to be disbursed between 1989 and 
1991. More than half of Zaire’s medium- and Long-term debt service was 

rescheduled under nine agreed minutes with the Paris Club. In the most 
recent rescheduling (May 1987), Zaire obtained exceptional terms; debt 
service due on account of previous reschedulings, with the exception of 
the 1986 rescheduling, was covered. Nevertheless, the terms of Paris 
Club reschedulings resulted in increases in the average interest rates 
on Zaire’s debt; in addition, the amount eligible for rescheduling in 
the future by the Paris Club under its conventional rules is declining. 

14. Civil service salaries are especially Low. Public expenditure on 
education and health is insufficient. These problems are partly due to 
the fact that budgetary revenue is itself chronically insufficient and 
remains heavily dependent on taxation and royalties from minerals, 
petroleum, and international trade. The tax base is narrow, covers 
almost exclusively a small number of enterprises in the modern sector, 
and has been highly inelastic with regard to inflation. Also, tax 
administration remains weak because sufficient equipment has not been 
provided to central and regional offices, particularly the General 
Directorate of Taxes, and because the salaries of officials responsible 



- 6 - 

for tax assessment, control, and collections are very low. In addition, 
the fiscal system is more burdensome on low incomes than high incomes, 
and tax evasion is difficult to control. 

15. Despite substantial efforts to rationalize the management of pubLic 
enterprises, they still suffer from inappropriate pricing policies, 
unprofitable investments made in the past, and occasional overstaf- 
fing. With the exception of GECAMINES, the contribution of the public 
enterprises to the Government’s budget in the form of taxes and dividend 
payments is negligible; in fact, the Government implicitly subsidizes a 
number of public enterprises by servicing their external debt obliga- 
tions. Some enterprises, such as the water company (REGIDESO) and the 
electric company (sNEL), have improved their performance; for others, 
such as the railroad company (SNCZ) and the river transport authority 
(ONATRA), rehabilitation plans are under way. 
16. The social sectors, particularly education and health, have been in 
a state of decline in terms of both the quality and the quantity of 
services rendered. This has resulted from underspending by the public 
sector and serious administrative difficulties. The inadequacy of 
social services also impedes future growth. Some groups (workers who 
have lost their jobs, and underprivileged women and children) are 
especially vulnerable from a socioeconomic perspective, cannot meet 
their immediate social needs, and do not participate in the general 
development process. The potential for integrating women into develop- 
ment programs has not been sufficiently used. Future growth could be 
threatened by deterioration of the environment and natural resources: 
deforestation and soil erosion. The presence of private sector 
organizations and of nongovernmental organizations (NGOS) provides an 
opportunity for effectively supplementing government action in the 
education and health sectors. These sectors will continue to be in need 
of public resources both to cover operating expenditures and to 
rehabilitate their buiLdings, facilities, and equipment. 

B. Objectives and strategy 

17. As set out in the original PFP, the private sector will have to 
play a major role in Zaire’s economic development. The Government is 
committed to intensifying the application of its structural adjustment 
and macroeconomic stabilization policies, which were set out in the 
original PFP, and were intended to achieve an average growth rate of 
3.5 percent per year, while keeping the external current account balance 
to manageable levels. However, some of the original targets have had to 
be revised in the face of the larger financial imbalances in Zaire in 
1987 and 1988. The Government is committed to a strong fight against 
inflation in 1989. 

18. The 1989-92 program, within the framework of the SAF, covers the 
short-term measures needed to attain the medium-term economic objec- 
tives. The macroeconomic objectives are as follows: (a) a growth rate 
of about 3.3 percent in 1989, rising to 3.5-4.0 percent in 1990-91; 
(b) a reduction in the inflation rate from 94 percent in 1988 to 
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75 percent in 1989 and to 38 percent from March 1989 to March 1990, 
20 percent in 1990, and 15 percent in 1991; (c) limiting the budget 
deficit to 17 percent of GDP in 1989, and a gradual reduction in the 
deficit in subsequent years; and (d) reduction of the external current 
account deficit, from SDR 650 million (14.2 percent of GDP) in 1990 to 
about SDR 600 million (11.3 percent of GDP) by 1992. 

19. In addition, the Government is committed to limiting the expansion 
of domestic credit in line with inflation, growth, and balance of 
payments objectives. Moreover, it will take the necessary steps to 
achieve real positive interest rates in 1989. The economic policy 
reforms initiated during the first year of the SAF will be expanded and 
strengthened, particularly those concerning public resource management, 
trade policies, financial sector policies, and management of the public 
enterprises. Social sector policies will be emphasized. The above 
economic growth objective will require increased levels of foreign aid 
on concessional terms. 

20. The sources of economic growth are the following: 

(i) Growth in the mining sector is expected to average 
3-3.5 percent per year owing to export diversification and productivity 
increases. 

(ii) Growth in agriculture is expected to average 3.5 percent 
per year and to come especially from export crops (coffee, cotton, palm 
oil, rubber) and from substitutes for imports of food products, which 
will be fostered by the implementation of rational protection in the 
context of tariff reform. 

(iii) The construction and public works sector is expected to 
expand by more than 5 percent per year with the implementation of the 
1989-91 PIP and a revival of private investment. 

(iv) Growth in manufacturing could reach 5 percent a year and 
increase further thereafter , given the considerable underutilization of 
current capacity and the large potential for production of goods for 
import substitution and increased rural-urban trade. 

(VI Growth in services is projected at 3 percent a year until 
1992. 

C. Investment 

21. As in the original PFP, investment will have to grow faster than 
GDP. The share of investment in GDP should increase from 11 percent in 
1988 to about 14 percent by 1991, allowing for a gradual restoration of 
the investment levels that were achieved in the early 1980s. Even 
though about two thirds of the 1989-91 planned investment, excluding 
GECAMINES and the petroleum sector, is in the public sector, the share 
of private investment as a percentage of total investment is expected to 
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rise. Public investment reflects the priorities of the 1989-91 PIP set 
in agreement with the World Bank, which are discussed in more detail 
under Section H. Initially, the increase in the share of private 
investment is expected to be financed mainly with foreign savings. 
Domestic savings are expected to increase from 8.5 percent of GDP in 
1988 to about 12 percent of GDP in 1992, reflecting the Government's 
policy to increase domestic resource mobilization. 

D. Immediate adjustment policies 

22. Because the first annual SAF program encountered implementation 
problems, most notably in the areas of budgetary and monetary policies, 
in July 1988 and January 1989 the Government took some important steps 
to re-establish budgetary equilibrium while strengthening the measures 
already taken toward tariff and fiscal reforms supported by the World 
Bank's SAC. The Government pursued a policy of narrowing the import 
tariff range: the minimum tariff rate has been set at 15 percent and 
the maximum at 50 percent, and the number of tariff items subject to the 
minimum specific duty rate has been almost eliminated. The 
administrative tax on imports that benefit from Investment Code 
provisions was increased from 3 percent to 5 percent. The applicability 
of this administrative tax was expanded to cover all imports, and there 
can be no exemptions unless specifically provided. Imports of the 
state, ministries, public enterprises, and NGOs are not exempt, unless 
the exemption is specifically granted by the Minister of Finance. 
Furthermore, the Government has undertaken a program to simplify export 
procedures. 

23. In January 1989 the spread between the official and parallel market 
rates, which had grown to about 40 percent toward the end of 1988, was 
reduced. The Government has allowed market forces to play a greater 
role in the foreign exchange market, and by early May the spread will be 
reduced to a strict minimum. To increase the supply of foreign exchange 
on the exchange market, the Bank of Zaire has decided to limit the 
commercial banks' foreign exchange position to a day's operations, to 
allow residents to reopen foreign currency deposits, a measure designed 
to encourage the repatriation of assets held abroad, to allow gold 
exporters to retain 30 percent of their foreign exchange receipts, and 
to suspend all export taxes except those on undressed timber and 
coffee. In the area of monetary and credit policy, the system of credit 
ceilings has been streamlined, interest rates for agriculture have been 
liberalized, and the structure of interest rates has been rationalized. 
In January and April 1989, the monetary authorities increased interest 
rates by a total of 25 percentage points, with a view to achieving 
positive real interest rates by the end of the second quarter of 1989. 
The Government also updated its PIP for 1989-91 in agreement with the 
World Bank. 

24. Regarding the public enterprises, the Government has established a 
reform plan for the entire sector, identifying the enterprises from 
which the Government will withdraw, either through privatization or 
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liquidation, and those which need restructuring or rehabilitation, In 
January 1989 the Government passed legislation to create a public body, 
called the Supreme Council of Portfolio (SCP), which is to be a legal 
entity organized in a simple structure. A chairman has been 
appointed. The SCP has been requested to develop liquidation and 
privatization plans, and to assure their implementation. Moreover, the 
SCP will help the Government in the monitoring and control of public 
enterprises. In order to increase autonomous management in public 
enterprises, the SCP will assist the Government in preparing program 
contracts, performance contracts , and terms-of-reference contracts to be 
reached with the public enterprises in accordance with the sectoral 
policies defined by the technical ministries. In April it was decided 
to abolish the Portfolio Ministry. 

25. Under the fiscal reform program, several parafiscal charges have 
been eliminated, and a technical assistance project has been finalized 
to introduce additional reforms in this area. Among the results already 
achieved, the import tariff and tax structure has been streamlined, and 
in June 1988 specific excise taxes on alcoholic beverages, tobacco, and 
other products were increased and converted into ad valorem taxes. In 
early 1989, other important measures were adopted with a view to 
increasing revenue by the equivalent of 2 percent of GDP. 

a) The excise tax on beer was increased to 20-25 percent, and a 
20 percent tax was placed on other alcoholic beverages, the excise tax 
on tobacco was raised from 30 percent to 50 percent, and a 5 percent 
excise tax was imposed on cement, sugar, and matches. 

b) The domestic turnover tax was raised from 12 percent to 
18 percent; on domestic automobile assembly, it was raised from 7.6 per- 
cent to 18 percent. 

c> The minimum import duty was raised from 10 percent to 
15 percent. 

d) Previously specific import duties were converted to ad valorem. 

e) On February 1, 1989 a new petroleum tax structure was applied, 
specifically an import duty of 10 percent, an excise tax of 10 percent, 
and a surcharge of 15 percent, 45 percent or 55 percent, depending on 
the products (see paragraph 23). 

f) To avoid double taxation, the Government suspended the domestic 
turnover tax on basic industrial and agricultural inputs. As soon as 
the tax administration is able to handle it, a value added tax will be 
introduced. Given that the suspension of the turnover tax on basic 
inputs is only temporary, the Government has decided for the time being 
to Limit access to this exemption to inputs which have no direct 
application as transformed consumer goods or which make up a very large 
proportion of the production cost of products subject to the turnover 
tax or consumption tax. The Government will decide on the procedures 
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for implemen ting th is lim ited access policy by the end of May 1989. At 
the same time, the tax base will be broadened by the introduction of a 
system of administrative tax assessment for small enterprises. The 
stage was set for this measure by the ministerial decree No. 021 of 
March 3, 1988, which established the minimum tax base. The turnover tax 
on interest payments (except interest payments on agricultural Loans) 
has been maintained at the rate introduced in 1987. Within the 
framework of the import tariff reform, the Government has introduced for 
certain imports a system of official List prices to which the import 
tariff will be applied. The system will be replaced by a temporary 
surcharge on the existing tariffs, but applied to the invoice value of 
the imports, as soon as the conclusions of a study on the structure and 
competitiveness of the industries concerned are available. The study 
will be undertaken by the Government before the end of 1989, with 
support from the World Bank. Other decisions have already been taken 
with respect to the collection of a special road tax, a doubling of 
automobile registration fees, and a reduction in the time period for 
repatriating the foreign exchange to pay the turnover tax on exports. 
Also, administrative fees and Licenses will be doubled by May 15, 
1989. With respect to expenditure, since 1987 the Government has 
eliminated about 25,000 phantom workers from the payroll, and has 
budgeted for the retirement of L9,OOO other civil servants. 

26. A new price and tax structure for petroleum products was introduced 
in February 1989. Prices will be adjusted monthly to reflect changes in 
the import price of petroleum products and the exchange rate. The tax 
structure was simplified and put on an ad valorem basis, which will 
ensure Z 7 billion in supplementary revenue for the Treasury and will 
finance the rehabilitation program of the highways authority 
(Z 14.8 billion) and provide Z 1.2 billion for the river transportation 
authority and Z 2 billion for rural roads. The committee responsible 
for dividing up these funds has established the distribution criteria 
and formulated a plan for 1989. The reform of the price and tax 
structure has been accompanied by a full settlement of the cross arrears 
between the Government and the petroleum distributors. The medium-term 
goal is to improve the competitiveness of the petroleum products market 
and its contribution to the public treasury and public institutions 
financed from this source; the Government will study the means of doing 
this with the help of the World Bank. 

E. External sector policies 

27. The Government will maintain a liberal exchange regime with a 
market-determined exchange rate, in order to ensure the diversification 
of exports and efficient import substitution. The spread between the 
official exchange rate and the parallel market rate will be kept within 
a very narrow range. Improvements will be undertaken in the organi- 
zation and functioning of the customs office (OFIDA). On January 3, 
1989, in order to reduce further the spread between the minimum and 
maximum import duties, the Government increased the minimum tariff from 
10 percent to 15 percent. In L989 the operation of the lnvestment 
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Commission will be improved, and a study on the appropriateness of 
revising the Investment Code will be undertaken. With regard to imports 
of batik imprinted cloth, a study will determine the impact of 
restrictions of these imports on the Treasury and on competition with 
local industry. To reduce further the existing anti-export bias, the 
Government will continue to streamline the administrative procedures 
currently in effect, taking into account the recommendations of the 
Committee to Promote Foreign Trade , and will continue the study under 
way aimed at promoting wood and coffee exports. In addition, the 
Government will continue the study to define a general policy for 
promotion of exports, both agricultural and manufactured goods. 

28. In the area of external debt management, the Government intends to 
limit strictly its recourse to external borrowing on nonconcessional 
terms in order to improve the profile of the public debt over time. 
Moreover, it will not borrow abroad short-term. In an effort to finance 
its balance of payments deficit, the Government will seek, partly within 
the framework of the Special Program of Assistance for the Low-Income 
Debt-Distressed Countries in Sub-Saharan Africa, more favorable 
rescheduling terms than have previously been obtained, as well as more 
financial aid in the form of grants and concessional loans. It will 
also take measures to stimulate the inflow of private equity capital. 
Moreover, the authorities intend to increase progressively the level of 
their foreign exchange reserves, to about four weeks of imports in 1989, 
and to make further annual increases in subsequent years. 

29. Also, the Bank of Zaire will modify its interventions in the 
exchange market so as to ensure a greater transfer of foreign exchange 
to private economic operators. With this in mind, foreign exchange 
expenditure of the Government will be limited to US$15 million a month, 
excluding expenditure with respect to foreign debt. To ensure the most 
favorable debt rescheduling terms for Zaire, the Government will 
negotiate with Paris Club creditors on the basis of the terms now 
available for heavily indebted low-income countries. All external 
arrears of the Bank of Zaire will be eliminated by the end of 1991. 

F. Incentive structure 

30. The policy of a market-determined exchange rate, combined with the 
liberalization of foreign trade and the tariff reform, have set the 
basis for a sound incentive structure. An important complement is the 
creation of an atmosphere of confidence in which the private investors 
can make decisions on the basis of stable national economic policies and 
on the assurances that only market-related risks will exist. In 1989 a 
study will be undertaken on the freeing of profit margins so as to 
permit the transition frbm controlled prices to price monitoring. To 
that end, the status of the Price Control Office will be changed. Also, 
after the price increases in December 1988 and February 1989, the 
Government will periodically adjust public transportation prices, so as 
to ensure the financing of new investments in this sector. Supporting 
measures to solve social problems resulting from higher transportation 
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and fuel prices are being prepared. In February 1989 the Government 
ratified the membership treaty of the Multilateral Investment Guarantee 
Agency. 

G. Sectoral policies 

31. To stimulate growth and investment in agriculture, the Government 
is committed to implementing an emergency program to rehabilitate rural 
roads and build a permanent road maintenance system. 

(a> It has developed a plan of action to encourage the rehabili- 
tation of plantations and to channel substantial funds into plantation 
investment, which it will present to the World Bank and other donors in 
1989 for financing. 

(b) It will establish mechanisms for adequate and timely 
availability of agricultural credit; the fund to cover foreign exchange 
risks will be applied only to small- and medium-sized enterprises and 
will under no circumstances be used to subsidize Loans obtained abroad; 

(c) It will develop a comprehensive policy on input supply, 
particularly involving enhanced private sector participation in the 
distribution of agricultural inputs. 

(d) It will strengthen the institutional basis for future 
agricultural research. 

(e) It will continue its efforts to develop a national 
agricultural extension policy, which will be tested in the field in 1989 
before being extended nationwide. 

(f) It will develop strategies for the various subsectors (coffee, 
sugar, cotton, and livestock). Regarding coffee exports, the Government 
is aiming at an open export system that protects the Zairian trademark 
and facilitates the full collection of taxes from this source. On 
February 21, 1989 it extended the List of accredited exporters from 40 
to 60 traders and producers. Before June 30, 1989 it will open the list 
of licensed exporters to new applicants. The Government will license 
all existing exporters and new applicants on the basis of the same 
objective standards of good business conduct, such as correct grading of 
coffee sold under the Zairian trademark and a good record in paying 
taxes. The Government will discuss these criteria with the World Bank 
in the framework of the overall export promotion policy and in the 
framework of sectoral development policy, with the help of the World 
Bank. 

32. To stimulate private investment, the Government will maintain a 
Liberal policy concerning the repatriation of profits and dividends by 
foreigners working in Zaire. It will update the Mining Code and re- 
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examine the restrictions on the movements of foreigners in the mining 
zones and the modalities of the new fiscal system for the diamond 
subsector. 

33. In the transportation sector, the Government has already eliminated 
ONATRA’s river transport monopoly, except for copper transportation, and 
has established free entry into the sector. A plan has been prepared to 
remove the distortions arising from the tariff structures in the two 
major public enterprises, the river transportation authority (ONATRA) 
and the railroad company (SNCZ). Management will be allowed a certain 
amount of discretion in setting rates, which will be allowed to cover 
long-term marginal costs with timely corrections for inflation, while 
extensive rehabilitation programs will increase the cost-effectiveness 
of these enterprises and help maintain their competitiveness. 

H. Public sector management 

34. On account of the accumulated Large fiscal imbalances, weak tax and 
customs structures and administration, inadequate expenditure control 
mechanisms, and the weight of the external debt, the budgetary situation 
will remain tight for a number of years. Therefore, a significant 
improvement in the mobilization of resources is imperative. Given the 
multiplicity of taxes and tax rates and the serious undercollection of 
taxes due, a comprehensive reform of the tax structure and of domestic 
and foreign trade tax administration is needed to rationalize the 
incentives structure and to generate sufficient resources to reduce 
fiscal imbalances. 

35. In addition to the measures mentioned in paragraph 22 above, new 
legislation on real estate taxes will be put in place in 1989, with a 
view to putting the system created by the Executive Law of 1987 on a 
more personalized basis. The Government has started to take measures to 
strengthen the tax and customs administration. Exclusive responsibility 
for import tax collections will be returned to OFIDA and during 1989 the 
system of bonuses for the uncovering of fraud, which was introduced in 
1988, will be implemented. Other measures, which have been initiated or 
are being studied by the Government, will be implemented according to 
the timetable in the attached Policy Matrix. These measures are: 

(a) the introduction of a new income tax schedule, to Lighten the 
tax burden on wage earners, and to reduce tax fraud in this area; 

(b) the introduction of reforms in the systems of regional 
taxation and parafiscal charges; 

(c> the re-evaluation of company assets in such a way as to 
minimize the initial Loss of government revenue; and introduction of a 
new depreciation system to benefit the productive sector; and 

(d) the re-examination of the export Levies on coffee and wood. 
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36. The Government will pursue the process of incorporating parafiscal 
revenue into the general budget. It will also study and reform the 
regional taxes in order to bring them in line with the national taxation 
system. With the assistance of the World Bank, the Government will also 
study the progressive nature of the tax system, and will take measures 
to increase significantly taxes on luxury goods and to distribute the 
tax burden more equitably. The Government will ensure that all these 
measures, together with a major improvement in tax and customs 
administration and the enactment of application provisions for the 
Customs Code and the Tariff Law, will substantially increase government 
revenue. 

37. On the expenditure side, for the period of the PFP beginning in 
1989, the aim of the Government is to limit the increase in current 
expenditure to a strict minimum while improving the allocation of 
operating expenditures so as to improve the efficiency of the civil 
service. The Government will prepare a public expenditure program 
designed to step up development and social service expenditure, in line 
with the priority PIP. The PIP will allow for improved coordination 
between recurrent and capital expenditure while ensuring a better 
execution of the budget. Average wages in the public sector remain low, 
while the number of people on the government payroll is relatively 
large. Given the limited amount of available resources, further 
improvement in civil service wages will be associated with a reduction 
of staff levels in the context of an overall reform of the civil service 
and a complete census of staff on the public payroll. The civil service 
census of 1987 and the removal of phantom workers, as well as the 
program for the retirement of civil servants, affected only 30 percent 
of government employees. By the end of 1989 the Government will carry 
out a survey of all staff on the public payroll in order to remove 
phantom workers in the other branches of the public sector and to 
achieve substantial reductions in the overall numbers by June 1990. A 
census of the armed forces will be concluded by the end of June 1989. 

38. In 1988 the Government took a number of steps to improve control 
over public expenditures. In the past, this control was weakened by the 
proliferation of offices that could authorize public expenditures and 
the frequent use of exceptional procedures. Both in 1987 and 1988 these 
weaknesses led to very substantial over-expenditures on the budget 
targets. To remedy the situation, the President of the Republic has 
decided to unify under the Prime Minister all expenditure-authorizing 
units. In this framework, all expenditure commitments must be 
rigorously subjected to budgetary procedures; beyond that, only the 
Prime Minister will be able to authorize possible additional 
expenditure. To control expenditure within the indicated limits, all 
expenditures will be carefully screened against detailed monthly 
commitment and treasury plans, the first under the responsibility of the 
Minister of Budget, the latter under the responsibility of the Minister 
of Finance. Foreign exchange expenditures will be planned and reported 
separately to monitor the achievement of the monthly ceilings for this 
category. The expenditure plans and programs will be submitted to the 
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service an increasing portion of their external debt obligations. By 
the end of 1989 the Government will have prepared a plan for improving 
the financial performance of the main public enterprises, while allowing 
them to make a greater contribution to the servicing of their external 
debt. 

I. Public Investment Program (PIP) and public expenditure 

42. The Government has prepared a PIP for 1989-91 by updating the 
1987-90 PIP that was endorsed by the donors at the last meeting of the 
Consultative Group. The 1989-91 PIP, which has been reviewed by the 
World Bank, covers three areas: a priority program, a stand-by program, 
and projects under discussion. The priority program is set at 
LJSS2.3 billion (or Z 920 billion). It consists of projects which offer 
a solution at the lowest cost, on which the rate of economic return is 
higher than 10 percent, and which are consistent with the sectoral and 
macroeconomic policies. Given the inadequate public investment 
forecasting system and the incompleteness of the forecasts produced, the 
Government and the World Bank have agreed on an annual ceiling on 
expenditure in the PIP of US$15 million (Z 6 billion) for projects with 
undeniable social usefulness which do not necessarily meet the World 
Bank economic criteria for program selection. In accordance with the 
original PFP, the Government has opened a special account at the central 
bank, managed by the planning ministry, so as to improve the 
disbursement procedure for the public investment budget. This procedure 
will be reviewed with a view to increasing transparency. To allow Zaire 
to finance the PIP and to have access to a share of the resources 
available under the World Bank’s initiative for heavily indebted African 
countries, the Government will take action to ensure that the amount 
allotted to projects with other than economic justification will be less 
than the above-mentioned ceiling. 

43. The Government will not undertake any investment project, or 
provide public financing for or guarantee any project that is not 
included in the priority PIP reviewed by the World Bank. No action will 
be taken to implement the projects “under discussion” mentioned above, 
unless the questions concerning these projects are resolved in agreement 
with the World Bank. For 1989 the Government’s investment budget will 
be consistent with the priorities, criteria, and local financing 
requirements of the PIP. The Government will ensure full domestic 
funding of projects in the priority PIP. In this regard, the planning 
ministry will assume responsibility for the financial execution of the 
investment budget. 

44. About 60 percent of the external financing required for the 
priority PIP has already been secured. The Government is committed to 
financing its investment program with only highly concessional funds and 
will consult the World Bank in case of exceptions that may concern high- 
profitability sectors, particularly for exports. The Government 
believes that the willingness of a lender to provide financing is not in 
itself sufficient reason to incorporate a project in the PIP. An 
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Government for approval. In case no budget allocation or treasury funds 
are available for specific expenditure proposals, these expenditures 
will be postponed until the next fiscal year or, alternatively, other 
budgeted expenditures will be cut. 

39. The Government has decided not to permit any expenditures outside 
this framework, and will submit the implementation of the new system to 
strict monitoring and ex post controls, and pass legislation that the 
State of Zaire is not bound by any commitments that have not been 
formally approved by the Minister of Finance or on his behalf. The 
Prime Minister will appoint a unit in his office responsible for the 
monitoring and ex post controls on the system. This unit will have 
access to all financial records of the Ministries of Finance and Budget, 
as well as those of the Bank of Zaire. The head of the unit will report 
possible weaknesses in the implementation of the system to the Prime 
Minister, can ask the Minister of Finance to make retroactive 
adjustments in the accounts if necessary, and propose compensatory cuts 
in other budgets. He will produce monthly reports for the Government on 
the implementation of the new budget procedures and possible deviations 
from the earlier-mentioned expenditure plans. To achieve more 
transparency, and to avoid overspending or the use of budget categories 
for unrelated expenditures, the Government has decided that the units 
responsible for the execution of government programs will be given full 
knowledge of the monthly budget available for their programs and monthly 
statements of the actual utilization of these funds. 

40. To ensure prompt monitoring and careful implementation of this 
system, the Minister of Finance and the Governor of the Bank of Zaire 
will meet weekly to harmonize government foreign exchange expenditure in 
the budget and in the foreign exchange budget. Moreover, they will 
submit monthly reports on expenditure under the budget and the foreign 
exchange budget to the Interministerial Economic Committee. Monthly 
reports on these expenditures will be transmitted to the Fund and the 
World Bank by the Ministry of Finance and the Bank of Zaire. 
Centralized expenditure on water, electricity, and petroleum products 
consumed by various public agencies but paid by the Treasury has been 
high in recent years. To encourage these agencies to control 
consumption, the Treasury will deduct from the monthly allocation for 
each agency the expenditure incurred by that agency in the previous 
period for water, electricity, and petroleum products. Finally, the 
amount of foreign currency expenditure of the Government provided for in 
the foreign currency budget of the Bank of Zaire will be fixed annually 
to be consistent with the program’s objectives in the area of public 
finance, monetary policy, and the balance of payments. 

41. The servicing of the external debt remains a heavy financial burden 
on the budget, in part because most public enterprises have not serviced 
their external debt. The Government is committed to approving 
reasonable requests for tariff increases so as to ensure that public 
enterprises generate sufficient resources to cover their operating 
costs, self-finance a larger share of their capital expenditure, and 
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updated 1990-92 PIP will be prepared and reviewed with the World Bank in 
September 1989. 

45. The Government will also improve planning and project preparation 
capabilities within core ministries and key technical units and 
agencies. It will gradually move toward a unitary budget structure 
combining recurrent and capital expenditure in the form of a three-year 
rolling public expenditure program. To this end, in 1988 the Government 
completed a revision of the public expenditure nomenclature used in 
preparation of the 1989 budget. It will perform a more complete review 
of public expenditure in order to prepare a public expenditure program 
by September 1989 at the latest. This public expenditure program will 
be used to prepare the Government's 1990 budget. 

J. Public enterprise reform 

46. The broad objective of the Government is to make the private sector 
responsible for productive activities, with the exception of essential 
public services such as utilities and some strategic activities. To 
this end, in May 1988 the Government published an initial list of public 
enterprises to be privatized, and established a program to implement the 
privatization process quickly. Enterprises remaining in the public 
sector will have greater management autonomy and increased accounta- 
bility within the framework of clearly defined company objectives. To 
implement this policy, the Government has created a simple, specialized 
public unit, which will be the spokesman of the state enterprises in the 
Government and will provide assistance to these enterprises. The new 
portfolio management principle is based on the definition of specific 
objectives for each enterprise, greater autonomy, and management 
incentives to achieve these goals. This policy will be realized by the 
signing of program contracts between the public enterprises and the 
Government, which will allow the heads of such enterprises greater 
freedom of action and, accordingly, will reduce state interference in 
daily operations. 

47. A number of important initiatives have already been taken in 
specific enterprises, and will be pursued in the coming three years. In 
particular, GECAMINES has taken significant measures to strengthen its 
rehabilitation program with the support of the World Bank, and will 
establish a new dividend policy with the approval of the Government. In 
1988 GECAMINES completed an extensive report on its future dividend 
policy. The goals of the report, which was supported by a loan from the 
World Bank, were to define a dividend policy which was compatible with 
fluctuations in copper prices, the long-term goals of the enterprise, 
its long-term rehabilitation program, and the financial needs of the 
Government. GECAMINES will pay dividends to the Government in 
accordance with established principles of sound financial management, 
and which take into account its profitability, liquidity, short-term 
debt, and investment needs. In early 1989 the Government approved this 
dividend policy as it was described in general terms in the above- 
mentioned report. The Government will translate the general 
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recommendation into operational terms and put into place this dividend 
policy not later than September 30, 1989. In the interim, all dividend 
payments by GECAMINES must obtain prior approval from the World Bank. 
Some enterprises have been closed ; the Government has withdrawn from 
others; and the management of still others has been contracted out to 
the private sector. If new copper and zinc deposits need to be put into 
production after 1990, the Government will consider various capital 
structure possibilities for the operating companies (including private 
sector participation). To revive gold production in the Kilo-Mot0 area, 
a project is under preparation for creating a mixed enterprise to be 
responsible for developing the D7 KANGA. 

48. Program contracts have been signed with the Government for both 
REGIDESO and SNCZ. To facilitate and speed up the signing of program 
contracts with the public enterprises, an evaluation meeting was 
organized in November 1988 to extend information on the preparation of 
program contracts. As a result, at least a dozen other program 
contracts will be signed in 1989, most notably with SNEL and ONATRA. 
ONATRA's program will include measures aimed at: (a) decentralization 
of services; (b) trimming of support services; Cc> subcontracting to the 
private sector, and (d) divestiture of nontransport activities. 
Already, ONATRA, SONATRAD, RVA, and CMZ have submitted the drafts of 
their program contracts. 

K. Monetary and financial sector policies 

49. Monetary policy will be designed to prevent a further deterioration 
of the current account balance and to reduce substantially the 
inflationary pressure which appeared in 1987 and 1988. To promote 
expansion of industrial production and private sector exports, the share 
of credit allocated to this sector will be increased gradually over the 
medium term. In addition, a ceiling on net bank credit to the 
Government will be maintained. The functioning of the interbank money 
market will be improved by Limiting the Bank of Zaire’s intervention in 
the market to about 20 percent of commercial banks’ required reserves 
and by pursuing a more active interest rate policy. The interest rate 
structure will be streamlined. The Bank of Zaire increased its 
intervention rate from 35 percent to 45 percent in January 1989, and in 
April raised it by an additional 15 points with a view to transforming 
the present market into a true interbank market. The Bank of Zaire will 
continue to increase its lending rates monthly, so as to establish real 
positive interest rates by the end of June 1989. The monetary 
authorities will ensure that interest rates remain positive in real 
terms thereafter. 

50. By the end of 1988, the Government took measures to strengthen the 
supervisory role of the central bank through better reporting, control 
and inspection procedures. In addition, by the end of June 1989 the 
Government will redefine the scope of activities of the Banque Zairoise 
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du Commerce Extbrieur (BZCE) and in 1989 will reorganize the Nouvelle 
Banque de Kinshasa, so that both banks operate under the same regulatory 
and competitive framework as the commercial. banks. 

51. The funds in zaires which are derived from sales in foreign 
currencies from quick-disbursing grants and loans in support of the 
balance of payments will be used by the Government to repay its debt to 
the banking system. This will allow an increase in the amount of credit 
available to the private sector within the framework of an overall 
monetary policy that is in Line with the macroeconomic framework. The 
ceiling on net domestic assets of the banking system and the subceiling 
on net bank credit to the Government will be re-examined with the IMF 
and the World Bank in the Light of the funds that will eventually be 
made available to Zaire within the framework of quick-disbursing grants 
and loans under discussion with both the World Bank and the other 
donors. 

L. -1 lcial sector reforms 

52. The social implications of the Government’s structural adjustment 
program during its first year were positive in two areas: (i> the 
liberalization of producer prices resulted in a shift of income into the 
rural sector; and (ii) the urban sector benefited from the foreign trade 
Liberalization measures as the monopolies of major importers were 
reduced. However, high inflation eroded the real income of wage earners 
in the urban sector. The drop in purchasing power had particularly 
unfavorable effects in the social sectors; to the extent that a high 
share of the cost of these services was recovered from the 
beneficiaries, this allowed health and education services to function 
despite very a low government contribution. Concerning this latter 
point, government participation in essential sectors, such as health and 
education, has fallen to levels which cannot be offset by 
nongovernmental organizations, donors, and users of the services. 

53. The economic program is expected to have a positive social impact 
by improving productivity in agriculture, facilitating transportation, 
and in general making it possible to achieve higher levels of 
consumption and per capita income. By stimulating competition in the 
economy, the Government’s Liberalization policies should further reduce 
excessive profits that persist in the distribution system, and thereby 
help improve income distribution. The Government is committed to 
designing, with donors’ assistance, a comprehensive plan of action aimed 
at implementing redeployment programs to ease the negative impact of 
downsizing in the public sector. The Government is also committed to 
tightening the overall allocation of government expenditure so as to 
improve the share of the social sectors over the long term. Under the 
1989-91 PIP more resources will be allocated to health and education. 
In this context, the Government will not implement any investments 
outside the PIP, and will give priority to the efficient use of budget 
resources, so as to cover the basic health and primary education 
needs. It will focus its efforts on the functioning and rehabilitation 
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of basic social services for the rural and urban populations, in 
particular mother and child health programs, and primary education 
programs. The Government will also complete a comprehensive analysis of 
needs in the social sectors. The public expenditure program in the 
social sectors, which will be established on this basis, should be 
completed in September 1989 at the latest, for use in preparing the 1990 
budget. 

54. In the context of the Social Sector Adjustment Project (SSAP), the 
Government is determined to improve the efficiency and equity of social 
programs. This will be achieved through sectoral (health, education) 
and intersectoral (population, nutrition, employment) adjustment 
policies. To implement these policies, the Government has provided for 
the required financial needs, and has established institutional 
mechanisms through which the NGOs and the private sector can play a more 
important role. In addition, the Government is determined to assist 
directly population groups that are particularly vulnerable. Priority 
programs (for example, vaccinations, basic care, labor-intensive public 
works) will be expanded. Among the vulnerable groups, particular 
attention will be focused on women, to the extent that their fundamental 
role in economic activity and family well-being are not sufficiently 
recognized and supported. Lastly, through the Social Dimensions of 
Adjustment Project, the Government wishes to monitor the impact of 
socioeconomic policies on the living standards of the population, so as 
to be able to introduce additional compensatory measures in a timely 
fashion. 

55. Rapid population growth (about 3 percent a year) outpaces the 
country's capacity to create employment and to provide social services 
(health, education, urbanization, water supply, housing, etc.). 
Population pressure on fertile land varies from one region to another, 
with the highest density in the eastern part of the country, 
particularly in Kivu, and with overpopulation linked to deforestation 
and erosion. A national population policy is being put in place as 
reflected in the creation of the National Population Committee, a unit 
to coordinate population and family planning programs. These programs 
are currently limited to health facilities in urban areas, and have not 
benefited from a nationwide distribution of information. After adopting 
the national population policy, the Government envisages requesting 
external support to extend these activities nationwide, while continuing 
a dialogue on global population problems at the highest government 
levels. 

M. The Environment 

56. The Government recognizes that the conservation of Zaire's land, 
soil, water, and forest resources will affect its ability to meet 
objectives related to agricultural productivity, food security, and 
household energy and water supply. The Government is also increasingly 
aware of world interest in Zaire as one of the priority countries 
retaining Large expanses of tropical forest and biodiversity, including 
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some endemic and endangered species. Zaire is accordingly cooperating 
with a multidonor group in the development of a Tropical Forestry Action 
Plan, which is exploring issues related to: a) Land use and forestry; 
b) wood industry development; c) wood energy needs and reforestation 
implications; d) conservation of forestry ecosystems, including national 
parks and reserves; and e) institutional development, training and 
research needs. In addition to these forestry-related concerns, the 
Government is engaged in: a) assessment of the sanitation and drainage 
problems of Kinshasa and preparation of an accompanying investment plan; 
b) development of an improved cadastral system; c> review of 
environment-related legislation; d) definition of resource use issues at 
the village level through a UNDP/UNEP “ecodevelopment project’, to be 
followed by efforts to improve the focus of agricultural research and 
extension; and e) study of the environmental impact of the copper mining 
and processing activities in the Shaba region. 

IV. External Financing Requirement 

57. Largely on account of the external debt and its repayment schedule, 
the balance of payments situation is expected to remain critical in the 
coming years. Moreover, as copper prices are projected to decline 
significantly from their peak attained at the end of 1988, improvement 
in the external balance can be achieved only slowly as it will depend on 
the development of nonmineral exports and efficient import substitu- 
tion. Hence improvements in infrastructure and the reduction of 
barriers to entry into the tradable goods market are imperative. The 
current account deficit (including official transfers) is expected to 
decline from SDR 516 million in 1988 to SDR 464 million in 1989, but 
then deteriorate in 1990 to SDR 650 million on account of a sharp 
adverse movement in the terms of trade. By 1992, as export diversi- 
fication is firmly in place, the current account deficit is projected at 
about SDR 600 million. 

58. As recent developments clearly indicate, the balance of payments 
projections, which are heavily dependent on commodity prices, are 
subject to acute volatility and thus uncertainty. The copper price 
assumption retained for 1989 is USS1.15 per pound compared with 
USS1.17 per pound in 1988; in 1990 a sharp decline is forecast and 
thereafter the price is assumed to keep pace with world inflation. In 
addition, should the volume of copper exports in 1989 again be at the 
low level attained in 1988, export revenue could be as much as 
US$60 million below the forecast. In conjunction with the decline in 
government nondebt foreign exchange spending, imports of goods and 
nonfactor services in real terms are projected to decline by 5 percent 
in 1989, after having risen by 14 percent in the previous year. 
However, the volume of imports for the private sector will increase. In 
the absence of a Larger level of external resources, exogenous and 
endogenous, imports of goods and nonfactor services in real terms are 
projected to rise by about 3 percent per annum after 1989. The debt 
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service ratio before debt relief is expected to remain at about 
60 percent in 1989 and 1990 before tapering off to about 50 percent in 
1992. 

59. In view of the need to settle SDR 580 million of external arrears 
accumulated in 1988 and taking into account the scheduled amortization 
payments and allowing for a buildup of international reserves, the 
external financing requirement is projected at SDR 1.9 billion in 1989, 
and at about SDR 1.4 billion a year in 1990 and in 1991. In addition to 
substantial debt relief, a significant increase in disbursements from 
multilateral and bilateral sources is required to close the external 
financing gap. Excluding drawings from the Fund, official grants and 
loans, both already committed and noncommitted, are projected to 
increase by 20 percent in 1989. In order to secure the required 
financing, additional support from bilateral and multilateral sources 
will be required, for the balance of payments as well as for specific 
sector programs. 
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startir!g 
1989 

1989 

I989 

Done 

I989 

1989 

nay 1989 

1989 

1989 

Em-91 

198941 

J- 
1989, to 

contime 



7Are: StnlL%llr~ Ad$Lamst FacLlity 

Policy Elan-Lx and lqlw~nca~ion Tiretable 

Field of action cbJectives ~~tiom 1987-88 TLmxabLe NW nx?asures WA9 Tfnxable 

4. hbllc enteqdse.5 LncIBse their CutpJt and a. settle art-earn be- th2 
l-e& state lnterventilm state ad the PCs 

b. F.nsue external deht 
sewtce ty the eluerpriYea 
thenselves 

C. ?.edwe tudgetary suppxt 
to the public enterprisr 

sector 

d. classify mtecprfses in: 

1. To b llqutdated 
2. To be pl-imtized 
3. To te Left tn the public 
yctor; apply action plsn for 

wtegow No. 3 

In progress h. Give instrwtions to WEEP to 
trsmfer the debt to the enterprise 
mermd and fix tariffs accordingly 

strre July w8R C. Draw up a quantified pLal for 

redtin Mgetary auppm 

%y L988 d. Institute quarterly price 

adjstumts for water‘. electricity, 
and public trarqxrt to achieve cust 
reco~ry fpals tn a hQh inflation 

sinJatial 

e. Revter the lnstitutlonal 

frYun%rlric for state supetvisloil and 

cultrol. CTeate a r;upervisory WItit 

and appoint ra’a@x 

f. Gnluctastuty todefka 
prfvatitiom or Ltquldatlm pm@-am 

a. clxuterly ledtq, dlinm 
rstabUsh%l 

h. SkceiLing for metary finmclng 

of tk bdget defidt established 

5.2 N,mchl lntenrPdiattm strulm! the efficiency (Of d. w-eqthtin the mnap;errnt 1987 - ongoing 
th? ftnancti system ad of the rnarket-orlmted 
tlxrease the t!Jpmmce of tlv! Lncrrest rate policy 

fllIanAaL drollcs 
h. Lqmve opmtlon of tk 1937 - cxlqa 
mrvy markrt 

a. Raise trIterest rate3 ty lo ptntfi 
LnJUUIy 

C. ,Adjlrst tnnrerest ITate. In a 
monthly ta919 to -r-e ps1tiw real 
rates ty the ed of June L989 

d. Oprn ttxs interbsk n~~ry wrket 
to altstde paticlpmts :d restrict 
Eank of Zaire Fnterwntlon 

L939 

1989 

Lkne 

1989 

1989 

1989 

ti 

IhE 

G,nttJue 
after Jlme 

l989 

we9 

1990 

In pmgres.. 

.IuIe ws9 

19R9 



Zaire: Stnrtural Adjustment Facility 

Policy Na-ix and Tmplemntatla -table 

Meld of action Objectives Timtable NW ueasures 1989 Tketable 

6. Prcdxtion, investment, 

and pricing 

6.1 Zmresmt 

6.2 ~ishg 

8. rigridture 

TIamcdze imesmt 

inaenti~ with fiscal and 

price reforms 

strengthening of lnvesmmt 

cx3mdssion pLmaAres 

1988 

IteaLke mzket prices ard 

mtamttc CldJLsstrrtfit of 

tariffs of public enterprises 

to lmg-term ImrgLnal costs 

Restrict price control to 

profit raqlns (with a few 

ercceptions) 

1987 

tx3dq strateg to tqmw 3 . set up n socL3l Dtiwnsion In P-w 
effidency and Eaimess In the of AdjLkmmt wxk.iq gcup 

sodal sectors 

b. Prepare an adjxmmt b-l Pm%== 
program for the sccid sectoI?3 

covering pqmlation health, 

muttion, t!z@ymnt, st3hS 

of mum, XX3 interventim 

Iqmve prcdwttvity ami 

lncn;lse pro&tton 

a. IqJarmt MErpency m pmgress a. Irulrease local fi.mrCial Dsne 
prcgram for the repair of IPSO- Ear the Fe&r Reads 

rural- pr0Q-Q 

b. Irxmrease seed pmductton 

C. Develop a NC1ula.l 

Rp-pxwh to resrarctl and 

exrrrsiul 

d. Inprove credit mchmtuls 

for agricuLhm? 

In pmgress 

b. !‘.mrganize central research and =Ecp3-imental 

extensia-l units; strengthen exealtion inplmta- 

by private agencies tion in 

1989. Full 

appltcatiom 

starting in 

l!?3v, 

a. Study the possibility of 1989 
tnntr~ing nev invesmt intmntives 

tch!mgh a debt equity cmNersim 

7Tcxhmts.n 

b. Ratify KK4 treaty ~assumce Done 

against political risks) 

a. A&@ plillmtm and autmtic Jhle 
adjusttrent of prices of oil ptmdu!xs 

to take accsunt of wrld price and 

acbnge rate 

b. tiease prices at the pn~ to lhx? 

enam total cost recovery md a 

SatisfactoIy caltrihrtial to road 

mintmance ad to the general h&et 

C. Ixrme plblic transport prices Done 

vlthin the fram3a rk of a sector 

rehabtlitation policy 

d. (zzndxt a shrdy al profit mu-gin 

liberallzatiorl. (?nange the stJhJ.3 of 

the price contml office 

a. Settiq, up of a social adjlsamt 

project 

I.989 

1989 



Zah?: Structural Ad$mnent Facility 

Policy &tr-lx and Iqlaumation Tlmtable 

Sttite grmth by offering 

Lncmtiva to pmduzers 

13. Erkatton 

14. PopuLeion 

15. Nuttitial 

16. Health 

Impmprove efficiexy of t!w 

tr-port nehnrk ard ed the 

fwzl si-Drta&? In .+x3 tntellor 

Iqmve pmftr;lbtllty nf SNEL 

and FXZI[xsO 

Irqmve efficiency 

a. Prepare a food sectity strategy 

Improve the efficiency ard a. Prepare .a strategj for pIbUs md 

faizness of Cqxndftures [n private sector lntemcttcn in the 

the health sector area of health 

a. InpleIent -’ 
rebabilitatim program 

b. Iamch ti Kilo-t&o 

project with private partrers 

a. RqHre sd iqllarent 

pl-ograns de.sIgx?d to 

Ehab1utate the Office des 

Rides, RW, RN, and CMI 

b. Reorganize ONATRA 

d. R&L&I fuel stocks Ln the 

tnterior 

a. set up d nEd tariff 
tschd.de kesed cm the 

prkciple of long-term 

OargIml cost pridng 

b. EktabLish prom contract 

for mlD50 

Ill progress since 

Novanber 1988 

Plsns C.amlrted 

stgllxl In L!3?8 

19sEH39 

a. RevIRJ l&slattcxl m wll~sions 
ad exphration plmdts 

b. Work Urt mdalities of CTKMNFS’ 

divlderd plides that haw been 

adqted 

a. lkviw clxcpny t‘wat1on; rwalue 

kd.arc.2 sheets 

b. Restrict the exc&qe risk 
wversge to SMES ani avoid subsidies 

on fore& lc.m capital 

C. EmLate the Investmmt II& axl 

camldsslm Systm 

a. Rehabllitatim of OR, KVF, FAN. 
mdwDonthebasisof financial 

resmnxs available stnce February 

I.989 

b. Prepare and iqLa?nt the OtUlRA 

pr%gmm cmVilct 

C. liq&Ent plmgram contract for 

QC2 

a. %tabLishnat of a pr0gra1.1 
wnntmct for SNFL 

b. IuqGmntaticm of progrm 

contract for RD.xLEm 

a. lmhde &nqq-aphic variables ln 

the pLmlirq ptocgs 

talnrh study 
tn 1989 

1989 

1989 

1989 

1989 

198yJ)I 

1989 

198941 

1989 

In profless 

stnce mu3 

19139 

1989 

l!m 

1989 

1989 


