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I. INTRODUCTION

Following receipt of a request from the Director of Cabinet of the

Ministry of Rural Development of the People's Democratic Republic of Congo,

a mission was undertaken to Brazaville, Congo, from October 23 to November

7, 1989 to provide advice to the Ministry of Rural Development of the

Republic on measures for improving the effectiveness of the food and

agricultural aspects of the country's Economic and Social Action Plan which

is expected to be implemented during the period, 1990-1994.

The specific terms of reference of the advisory mission where to :

(1) Review the past agricultural development plan and policies of the

country with a view to identifying problems of implementation and

co-ordination;

(2) Review the country's recently formulated Economic and Social

Action Mid-Term Plan (1990-1994); and

(3) Make recommendations on measures for implementing and

co-ordinating the food strategies and policies of the action plan in order

to fascilitate the achievement of the agricultural development objectives of

the country.

The mission and the advisory report prepared following its completion

are in conformity with Programme Element 2.1(i) of the approved United

Nations Regular Programme of Technical Co-operation (Section 24) for the

1988-1989 Biennium which calls for the provision of advisory services to

member countries and inter-governmental organizations on planning,

formulation, implementation, and co-ordination of national agricultural

development policies and strategies. A copy of the advisory service report

sent to the Ministry of Rural Development of the People's Republic of Congo

is attached to this report as Annex I.

During the mission, the reporting officer was also requested to arrange

a training seminar for staff of the planning section of the Ministry of

Rural Development. The annotated outline of the presentation prepared is

attached to this report as Annex II.



Contacts during the mission were concentrated in the Ministry of Rural

Development for obvious reasons. A list of the persons met during the

mission is presented as Annexe III of this report.

II. MISSION ACTIVITIES

The mission spent considerable time going through background

documentation in the Ministry of Rural Development. The key documents of

interest here included:

(1) The first five year development plan (1982-1986);

(2) The numerous economic and financial studies carried out by the

Ministry of Finance and Budget; and

(3) The draft midium term economic and social action plan (1990-1994).

The mission participated as an observer in the opening session of the

national conference on which the Head of State, President Sassou Nguesso,

officially launched the social and economic action plan. Officials from all

the different ministries in the country spent time discussing and analysing

the various aspects of the action plan with a view to coming up with the

final version of the plan. The. mission' als.o discussed "with officials of the

Ministry of Rural Development who were involved in drawing up the

agricultural aspects of the action plan. During these discussion sessions,

the various issues and implications surrounding the policies and policy

instruments relevant to the successful development of the country's

agricultural sector were discussed.

III. MISSION FINDINGS

The People's Republic of Congo is in the midst of an economic crisis

which started in the early 1980's. Falling real GDP growth rate, declining

public investment, rising unemployment, and an extremely high rate of

urbanization are all manifestations of a country in serious economic

disequilibria.



The state featured prominently in the first five year development plan

of the country. State-run corporations involved in direct productive

activities and state monopolies in the procurement and sale of goods and

services played critical economic roles in the first five year development

plan of the country. Following initial prompting from the International

Monetary Fund (IMF) and the World Bank, the government of Congo decided on a

path toward a more limited role of the state in the economy and a more

liberal stance toward market economic transactions as the prefered strategy

for getting the country out of the economic crisis.

The second five year development plan with the official title of

"Medium Term Economic and Social Action Plan" (Plan d'Action Economique et

Social a Moyen Terme : 1990-1994) is widely seen as the government's blue

print for translating this new economic strategy into action. The action

plan involves a mid-term structural adjustment process based on a programme

of economic liberalization and privatization along the typical IMF model.

Because after oil, the People's Republic of Congo has no other major

resource or potential for exploitation, the country's agricultural sector is

expected to play a critical role in the action plan.

IV. MISSION ACHIEVEMENT

The mission has prepared an advisory report which critically examines

the important features and agricultural policies and policy instruments

implied in the action plan and which suggests measures for improving the

effectiveness of the food and agricultural aspects of the plan. This report

is being sent to officials of the Ministry of Rural Development of the

People's Republic of Congo. The report would be useful to the Ministry in

its effort to analyze the food and agricultural aspects of the plan and in

applying the policies and policy instruments of the plan during its

implementation.
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ANNEX I

MEASURES FOR IMPROVING THE EFFECTIVENESS OF THE FOOD AND

AGRICULTURAL ASPECTS OF THE ECONOMIC AND SOCIAL ACTION PLAN

(1990-1994) OF THE PEOPLE'S REPUBLIC OF CONGO

I. INTRODUCTION

1.1 Economic Background

The People's Republic of Congo with an estimated total population of

2,000,000 inhabitants occupying some 342,000 km of land area is presently

the fifth largest producer of oil in Africa. Oil has therefore played an

important role in the economy of the country.

Between 1980 and 1985, high levels of petroleum production coupled with

favourable prices for oil catapulted Congo into one of Africa's highest

income per capita countries. Revenues accrueing from rising levels of oil

production in the country and the attendant increased willingness by

external sources to lend to the government, prompted it to lounch its first

five year development plan (1982-1986) with an ambitious price tag of over

$4,0 billion.

At the beginning of the plan period, Congo's real GDP growth rate was

an enviable 19% engineered by high rates of investment by both the public

sector and the oil companies. In 1983, the economy began to move into a

serious disequilibria. Public debt service obligations rose sharply, public

investments were forced down dramatically, and the real GDP growth rate fell

to a level well below the country's population growth rate.

-,rr: After ,oil, the country's agricultural sector is the-, only: "other major

resource or potential for exploitation. The country has no significant

minning operations and its industrial and manufacturing activities are still

rudimentary. There is no doubt, therefore, that the country's agricultural

sector will play a key role in the future development of the economy of the

country.
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1.2 The Importance of Agriculture in the National Economy

Agriculture in Congo contributed only 8 per cent of GDP in 1987.

Although the country has a land area of 342,000 km2 less than 2 per cent of

the land is cultivated even though over 50 per cent of the population depend

on agriculture for their livelihood. One of the effect of this situation is

that Congo has become one of the most urbanized countries in Africa, with

the urban population growing at an average annual rate of over 6 per cent

and the rural population at a rate slightly above 1 per cent.

Consequentially, the country is forced to import some 75 per cent of its

food requirements. The implications of these trends both for the food

self-sufficiency requirements of the country and for relieving the

unemployment problem in the urban areas, attest to the critical role that

the agricultural sector must play in all future plans for attaining a

sustained and sustainable development of the Congolese economy.

1.3 The Performance of the Agricultural Sector

Available statistics reveal that agricultural output per caput has

remained below the mid-1970 levels. Between 1973 and 1980, the country's

agricultural sector grew at an average annual rate of 2.1 per cent. Between

1980 and 1987, the average annual growth rate of the agricultural sector

dropped to 1.5 per cent. Today, the agricultural sector contributes less

than 13 per cent to the Gross Domestic Product (GDP).

Food crops

The country's main food crops are cassava, plantains, potatoes, maize,

groundnuts, rice and beans, which are grown both by small-scale peasant

farmers, and., on state farms by the Office de Cultures Vivrieresv(0CU>.' In

1987, the country produced 8,000.00 metric tonnes of maize, 3,000.00 metric

tonnes of rice, 16,000.00 metric tonnes of groundnuts, 1,000.00 metric

tonnes of palm kernel, 6,000.00 metric tonnes of pulses, and 550,000.00

metric tonnes of roots, and tubers. In 1987, the total amount of cereal

imports into the country was almost 100,000.00 metric tonnes.
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Export crops

The country's main export crops are coffee and cocoa although both crops

presently contribute insignificantly to export earnings. During the 1986/87

crop year only about 1500 tons each of both crops was produced. The

country's Office du Cafe" et du Cacao (OCC) is responsible for promoting the

cultivation of both crops and for their purchase and export. In 1986,

agricultural exports as a percentage of total exports was only one per cent

while the share of total imports financed by agricultural exports was just

two per cent.

Livestock

In 1986, it is estimated that there were 70,000 cattle, 95,000 sheep,

250,000 goats, 27,000 pigs, and 2.5 million poultry in the country.

Shortage of suitable pasture and the presence of tsetse fly are,said to be

the main obstacles inhibiting the development of the livestock sector.

Fisheries

Congo has considerable potential for fisheries activities which is still

largely undeveloped. The country possesses about 170 km of coastline which

lends itself well for marine fishing as well as a rich network of inland

waters with considerable potential for fishing. In 1986, the total fish

production was about 28,000 tonnes compared with an annual fish requirement

of 61,000 tonnes.

Food Imports

Congo's state of food insecurity and, by implication, degree of food

self-sufficiency is reflected by the high levels of food imports into'the

country. Food imports into Congo doubled between 1983 and 1986 from 33

billion Francs CFA to 70 billion Francs CFA. The main items of food imports

include wheat, rice, flour, meat, fish and vegetables.
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II. AGRICULTURE AND CONGO'S DEVELOPMENT PLANS

2.1 The First Development Plan, 1982-1986

The Parti Congolais du Travail (PCT) at its third congress directed that

agricultural development should become the centre piece of the country's

economic development strategy. This directive, which was later embodied in

the country's First Five Year Economic Development Plan was aimed at

removing the constraints which were identified as inhibiting the development

of Congolese agriculture. These constraints included the following:

(1) Weak productive forces operating in the production system;

(2) Bottlenecks in the support system for agricultural development;

(3) Inadequate rural infrastructures and institutions;

(4) Inadequate forms of social organizations and weak inter- and

intra-sectoral linkages.

Not surprisingly, the first development plan had the following

objectives for the agricultural sector:

(1) To satisfy the food needs of the country;

(2) To contribute to the accumulation of foreign exchange through

increased export crops production.

(3) To contribute to the national industrialization process by ensuring

the regular supply of raw materials for the country.

(4) To contribute towards the absorbtion of the unemployed and

under-employed.

(5) To contribute towards the narrowing of the gap of the standard of

living between the rural and urban areas and, as a result, stem the exodus
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The above objectives were to be supported by a number of projects and

programmes totalling some 70 billion francs CFA.

An important aspects of the agriculture and livestock projects in the

first plan was the reinforcement of old state farms or the setting up of new

ones for the production of food crops, export crops, livestock, and

livestock products.

The introductory section of this report has painted a rather

unfavourable picture of the current performance of the Congolese economy in

general and the agricultural sector in particular which attests clearly to

the fact that almost all of the objectives of the first plan have remained

largely unfulfilled. It now appears that a large number of the projects

included in first plan have either been abandoned or only partially

executed.

A revised government policy on economic development of the country which

came into effect in 1987 now places emphasis on the revival of the country's

agricultural sector which is to be achieved by eliminating the perceived

major obstacles to increased agricultural production in the country. Some

of the measures to be undertaken include:

(1) The creation of improved marketing arrangements.

(2) The implementation of appropriate pricing and tax policies.

(3) The reorientation of government involvement in agricultural

activities with less emphasis on direct production and more emphasis on the

provision of support services to peasant agriculture (rural roads,

agricultural research and extension, etc.).

(4) Rationalization of the institutions serving agriculture.

(5) Attracting and engaging urban settlers back to the rural areas.
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(6) Redirected use of more bank savings in rural and agricultural

activities.

(7) Reorientation of urban food consumption habits towards locally

produced food items.

The government adopted a "Structural adjustment plan" in 1985 to restore

equilibrium to the finances of the country. An "interim investment plan"

with the backing of the International Monetray Fund (IMF) and the World Bank

for the period 1987-1988 was put into effect in 1986.

Both the government's structural adjustment plan and agreements with the

International Monetary Fund (IMF) and the World Bank called for substantial

increases in producer prices, the dismantling of parastatal marketing

monopolies, tax concessions to productive activities in the agricultural

sector and input references and new credit allowances for farmers. Earlier

restrictions on civil servants with regards the operation of private farms

were also removed. Most of these policies have now been incooperated into

the forthcoming economic and social action plan (1990 - 1994).

2.2 The Medium-term Economic and Social Action Plan (1990-1994)

Congo found itself in a serious economic crisis at the end., of, I the fitrst

five year development plan period in 1986. Stagnation and decline in all

the productive sectors of the economy and, in particular, the agricultural

sector, stagnant or even deteriorating growth In GDP, decline in government

revenue and increasing levels of debt burden were all manifestations of a

serious economic and financial crisis.

The resulting uncertain external and internal economic and social

environment brought about by the crisis and their potential negative

Implications for the future political, social and economic stability of the

country prompted the government to search for an action plan for the

economic and social transformation of the country's economy so as to get it
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into a path of recovery and stability. Given the background of its birth,

it is obvious that the new plan will have priorities, methodologies, and

procedures that are radically different from the first development plan.

Although the major development thrust of the first plan and those of the

new Economic and Social Action Plan (ESAP) remain similar in many respects

inward looking economic development, and emphasis on the rural sector - the

new plan was conceivedessentially as a plan of structural reform measures

as opposed to the first plan which was simply an assembly of sectoral

investment programmes and projects.

The Socio-Economic Strategy of ESAP

The central socio-economic strategy of ESAP which represents a radical

departure from that of the first plan, is to transfer a significant number

of productive activities in the Congolese economy from the public to the

private sector. This transfer will also include, wherever possible,

associated services involving professional training, research, marketing,

etc.

Another major new element in ESAP is that it is centered around a number

of reform measures dealing with the liberalization and rationalization of

administrative, economic, social, financial, fiscal and economic conditions

necessary to mobilize national and international capital for the country's

economic recovery. The envisaged reform measures of ESAP include:

(1) Dynamization of rural development in the country.

(2) "Controlled" liberalization of the national economy and

rationalization of the roles of the state in economic activities.

(3) Reform and modernization of the financial system.

(4) Reform and modernization of the fiscal system.

(5) Reform and adaptation of the educational system.
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It should, however, be noted that although the overall strategy of ESAP

is based on a strategy of liberalization and privatization of the Congolese

economy, the government appears to be concerned about the implications of a

"general and systematic' abandonment to the private sector of the existing

productive state apparatus".

Thus, the document outlining the philosophy and methodologies of ESAP

warns that the aim of ESAP is not to propose a development ideology based on

sweeping liberalization,rather, the aim is to evaluate, branch by branch

activity by activity, and enterprise by enterprise, all prospective

liberalization measures tofind the right balance between the private and the

public sectors that will maximize investment, optimize fiscal and monetary

management, and make such a branch, activity, or enterprise profitable.

The Objectives of Agricultural Development in ESAP

The primary focus of agricultural development in ESAP is on peasant

agriculture. The stated agricultural objectives of ESAP are to develop an

authentic and popular peasant economy, encourage private and cooperative

agricultural production, and restructure state agricultural enterprises. In

support of these objectives ESAP calls for the Congolese government to

provide both up-stream and down-stream support services. The actions to be

undertaken here will involve:

(1)

(2)

(3)

(4)

(5)

(6)

(7)

Training;

Applied research;

Agricultural extension;

Agricultural credit;

Marketing;

Rural roads;

Mechanization:

(8) Support for development operations,
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III.IMPLICATIONS OF THE FOOD AND AGRICULTURE POLICIES AND POLICY

INSTRUMENTS OF THE SOCIAL AND ECONOMIC ACTION PLAN

Ideally, a good plan should start by articulating clear and attainable

objectives for the agricultural sector; indicate the resources available to

achieve these objectives, the projects and programmes that will form the

basis for achieving the objectives and explain how these resources are to be

distributed among specific projects, and programmes in the plan; and state

the strategies, policies and policy instruments to be used to attain the

objectives of the plan.

The People's Republic of Congo's Medium Term Economic and Social Action

Plan (ESAP) for the period 1990-1994 has already been formulated. The basic

features of the plan have already been outlined in Section II of this

report. Issues dealing with the plans formulation will therefore not

concern us here. Rather, this section of the report will concentrate on

important issues with regard the implementation of the plan. Of particular

interest here would be the policies and policy instruments designed to

achieve the objectives and targets of the plan and the additional

information that would be needed to provide the technical knowledge needed

to "fine-tune" the policies and policy instruments.

However, other aspects of plan implementation, including the initiation

of the needed organizational, institutional, and administrative changes that

would be required to successfully implement the plan also fall outside the

mandate of this report.

In examining the implications of the food and agricultural policies and

policy instruments of the medium-term economic and social action plan, it

should be emphasized that, normally, medium term agricultural action plans

should be seen -as an Integral part of the overall;national: action- plan.

This is as it should be since agricultural planning is best carried out

within the framework of development planning for the whole economy if the

correct balance in inter-sectoral growth and in the allocation of scarce

resources between the principal sectors of the economy is to be assured and

if agricultural goals are to conform to overall national goals.
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The analysis that follows in this section and the concluding

recommendations presented in the next section are predicated on the view

that a medium-term plan must be seen as part of a comprehensive agricultural

development strategy straddled on one side by a longer term perspective plan

that provides the broad outlines of the path national agricultural

development should follow in order to achieve government's overall

development objectives and, complemented on the other side by a set of

procedures (short-run or annual plans) which permit monitoring and

evaluation of the perspective and medium term plans so that aspects of these

plans can be reviewed and adjusted to take account of changes necessitated

by domestic and external events.

This report and the policy analysis and recommendations, however, deal

only with the agricultural sector. The reason for this emphasis are as

follows:

(1) The advisory service that forms the basis of the report is directed

mainly at officials of the country's Ministry of Agriculture and Rural

Development.

(2) The agricultural sector has officially been targetted to play a

critical role in the overall social and economic action plan.

(3) The country's agricultural sector is the most important in the

country's economy in terms of household incomes, employment, and positive

linkages with other sectors of the economy and any failure to meet the

agricultural targets of the plan is likely to result in failure to meet

other plan targets.

The key policy areas identified for achieving the agricultural

objectives, of the medium-term-:'.economic and social action-plan include:

exchange rate policies, pricing policies, credit policies, fiscal policies,

investment policies, and institutional policies. These policies and the

rationale behind them are discussed briefly in the rest of this section.
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3.1 Exchange rate policy

The Congolese currency is regarded as being over-valued by the IMF:

Since the restoration of equilibrium in the foreign exchange market by

moving from over-valued to realistic exchange rates, is the corner stone of

most IMF programmes in Africa, and because the IMF and the World Bank have

reached an understanding with the government over a number of reform

measures, it is obvious that both international organizations will exert

pressure during the period of the economic and social action plan for a

currency adjustment. However, Congo's currency cannot be altered

unilaterally as it is tied to the French franc at a fixed rate.

Congo is a member of the co-operation financie"re en Afrique franc (CFA

franc) zone. By virtue of its membership in this monetary zone, Congo is

also a member of the Banque des Etats de 1'Afrique Centrale (BEAC), the

regional bank for Central Africa which exercises ultimate control over the

amount of liquidity in each of its five member countries through its

provision of rediscount facilities under a common interest rate structure.

The CFA franc is freely convertible with the French franc at a parity of

one French franc to 50 CFA francs. The BEAC maintains stability in the

foreign exchanges of member countries by pooling the subregions' foreign

exchange reserves in a joint fund and by harmonizing the policies of member

States in the areas of exchange and payments, credit control and banking.

These monetary linkages will create problems for any exchange rate policy

reform measures that call for a devaluation or flotation of the Congolese

currency.

The main objective of the typical IMF-suggested exchange rate policy

reform in the agricultural sector is to improve the internal terms of trade

of^SSifSlkure and to solicit a significant supply response from farmers: in

the sector in the process. In addition to the currency depreciation, other

policy instruments to implement the exchange rate policy reform usually

include:.
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(1) Foreign exchange policy changes to encourage agricultural exports.

(2) Liberalization of imports intended for the agricultural sector.

(3) Increased availability of foreign exchange resources for the

agricultural sector.

Should the IMF succeed in persuading the country to devaluate its

currency, the impact on the agricultural sector will depend on whether the

increases in local currency made possible by the devaluation are passed on

to the farmers. In any case, experience from other African countries would

suggest that while devaluation is likely to raise the volume of agricultural

exports, its effect on crops produced and marketed locally is, at best

doubtful. Even in the case of export crops (cocoa and coffee for Congo) the

declining real world prices and shrinking market shares faced by these crops

is most likely going to result in continued sharp falls in real world cocoa

and coffee prices engineered by a situation of over-supply in the face of

low global demand growth trend and low price elasticities of demand.

The Economic Commission for Africa (ECA) maintains that a generalized

currency devaluation could lead to socially unsupportable increases in the

prices of critical goods and services, increases in the domestic cost'--of

imported inputs which will undermine capacity utilization, the unleashing of

general Inflation, the diversion of scarce foreign exchange to speculative

activities resulting in increased capital flight, worsening income

distribution patterns, and the undermining of growth resulting in the

structural entrenchment of traditional exports through price incentives for

such commodities or "tradeables".

The liberalization of imports could also lead to greater and more

entrenched external dependence and to more binding foreign exchange

constraints which would end up jeopardizing the national priority on food

self-sufficiency.

The above implications with regards IMF-type exchange rate policy

reforms must be recognized and taken into consideration in any decision on

whether ornot to adopt exchange rate policy reforms in the ESAP and how
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3c2 Pricing Policy

Inappropriate pricing policies have been blamed for the country's

inability to increase agricultural production sufficiently to meet its food

self-sufficiency and other requirements. Hence the need for pricing policy

reforms. It is argued that agricultural prices have been held down in the

past deliberately by the government so as to provide cheap food for the

country's urban dwellers who are more politically vocal and active. The

prices of the country's principal export crops are also said to have been

deliberately depressed by state intervention by way of export duties and

compulsory procurement at low set prices which have resulted in reduced

incentive for farmers to produce more*

The conclusion, therefore, is that the state administered real prices

for the agricultural sector have been kept lower than the equilibrium level

under free market conditions during much of the last decade and that the way

to significantly increase the value added in the agricultural sector would

be to allow all prices to be freely determined in a free market situation.

The expected price policy reforms therefore call for the following:

(1) Significantly increased producer prices set by the marketing

boards.

(2) Increases in the minimum procurement prices.

(3) Liberalization of food prices.

(4) Increases in the selling prices of the outputs of public

enterprises in agro-industries, ■

(5) Increases in the prices of agricultural inputs such as fertilizers,

pesticides, etc.
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The main objective of the pricing policy reform measures is to try to

get agricultural "prices right" by depending more on market forces. There

are several implications for this reform measure. First, available

statistics on supply response in sub-Saharan African agriculture, suggest

that the deviation between so called administered prices and so called

market prices only accounts for 10 per cent of agricultural output growth.

In other words, 90 per cent of changes in agricultural Output in sub-Saharan

Africa is explained by other non-price causal factors. Second, the general

evidence from Africa and from elsewhere is that farmers mostly respond to

changes in relative prices especially when the crop involved is a small part

of their total crop area as is the case in Congo and any attempt to increase

the output of crops by raising all agricultural prices are unlikely to

succeed in soliciting aggregative increases in marketed-supply. Besides,

the existing significant variations among the regions, crops and methods of

farming in the country is bound to result in variations in price

responsiveness. Thirdly although African farmers are known to be

price-responsive, at least with respect to their individual annual crops

which are planted for sale and based on expected prices, aggregate

agricultural output price elasticities are usually quite low.

In any case, a good Amount of the food crops, livestock and to some

extent, export crops are known to be marketed outside the official channels

in the country since the administered prices deviate from the market

clearing prices significantly.

However, regardless of their price-elasticities, Congolese farmers are

unlikely to raise agricultural output much if the other important causal

factors other than official prices which affect agricultural growth are not

changed. Inadequate supplies of inputs, poor rural road networks and lack

of other rural infrastructures, ineffective rural institutions such as

extension, applied research and credit, and lack of incentive goods in rural

areas would appear to have played a larger role in past inadequate

performance of the agricultural sector in Congo than the domestic

agricultural price trends. These other forces working against low

agricultural performance must, in addition to providng the correct price

signals, be recognized and addressed in the implementation of the new

economic and social action plan.
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The ECA has warned that excessive dependence on market forces for

getting the "prices right" in structurally distorted and imperfect market

situations is likely to lead to a worsening of the inflation situation

through sharp rises in production costs and mark-ups, cause deviation from

desireable production and consumption patterns and priorities, and derail

the entire transformation process. Furthermore, the price reform measures

being anticipated are likely to do very little to help the majority of

Congo's small-scale farmers who have been identified as needing help the

most since almost all the benefits from higher prices depend or marketed and

not total output. The policy instruments to accompany the pricing policy

reform measures must therefore be deliberately designed and administered to

ensure that the country's small scale farmers fully participate and benefit

from any positive impact from increased agricultural prices.

3.3 Institutional Policies

Several forms of institutional arrangements in support of the

agricultural sector have been in operation in Congo during the last decade.

Several of these institutions are run by the government, others by the

private sector, and the rest by quasi private organizations, such as

co-operatives.

The main objectives of policy reform measures here are to make these

institutions more responsive to market forces, more accountable, and more

cost effective. The main policies are directed at reforming existing public

procurement and marketing bodies and improving the provision of public and

public enterprise services. The policy instruments include measures to

enhance privatization within agriculture, measures to increase farmers1

access to agricultural credit including obtaining foreign funds to support

trade to farmers, and measures to revitalize other institutional services

such,-,as- ,the. provision of extension services * the distribution- and de-livery

of agricultural inputs, and the provision of storage and milling capacities.

With regards privatization, the ECA has warned that attempts to apply it

in a doctrinaire manner is likely to undermine growth and the transformation

of the economy and jeopardise social welfare and human conditions.
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The fact is that there is no guarantee that privatization will solve the

institutional problems of the country. Experience will suggest that there

have been in the past and there will continue to be in the future, areas of

private sector success and areas of government success and government

failures. The record in Africa will show that some of the raost successful

institutional services in Africa have been provided by governments who knew

precisely in which areas to intervene and how to intervene efficiently. On

the other hand, the provision of inadequate institutional support services

for agriculture have often resulted in circumstances of excessive government

intervention, unwise or inefficient intervention. These considerations

underscore the validity of a recent critique of World Bank and IMF reform

programmes on privatization which concludes that while government

institutions which regulate agricultural activities in developing countries

may impose major economic costs, the institutions also provide benefits

particularly to government in the form of a ready source of public revenues,

political insurance, support of rural capital markets, etc. It is therefore

obvious that efforts at reforming and altering these institutions must not

only accoiaodate the consequences to government from loosing these benefits

but must also involve measures to compensate for the loss of the benefits.

It is for these reasons that many African governments including the

Congolese Government, have been reluctant to relinguish the operation of

these institutions. For example, in many African countries, the private

sector has traditionally been viewed as representing unpopular and

exploitative minority interests any many governments are aware of the

political and economic implications of policy changes which favour such

interests.

3.4 Fiscal Policy Reform Measures

, , The main objective of the fiscal policy reform measures of the action

plan is to attain sustained stability in the fiscal accounts of the

government during the plan period. The main policies in this regard would

involve expenditure cuts and a rationalization of government investment in

the sector with a view to promoting private investment* These policies will

be centered around the lowering of import duties on fertilizers, the removal

of food subsidies, and government investment aimed at increasing the share
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The ECA has warned that drastic budgetary redactions especially with

respect to expenditures and subsidies on social services and essential goods

could undermine human conditions, the enabling environment and the future

potential for development.

The implications of these policy reform measures on Congolese

agriculture will depend on how the reduction in government expenditures is

carried out and on the balance that emerges among fixed capital, working

capital, and recurrent spending in the agricultural sector.

Expenditures on health, education and rural amenities are important

requirements for sustained and sustainable increases in agricultural

production and productivity, yet these are the first areas to suffer major

cuts in any generalized government budgetary reductions. The implications

of across-the-board cuts in expenditures in these areas must be taken into

account in designing fiscal policy instruments for the action plan

particularly as lack of basic services and amenities in rural areas is

universally recognized as a major factor in rural urban migration, one of

the principal socio-economic problems facing Congo.

The programme of budgetary reductions must therefore attempt to strike a

balance among public expenditures on directly productive agricultural

activities in the economy and expenditures on health care, education, and

other services that enhance the human capital of rural people, and public

transfers which are vital to the well-being of rural people either directly

as is in the case of food subsidies, or indirectly with cash transfers that

supplement their incomes.

With regards agricultural investments, the emerging balance among fixed

capital, working capital (credit, input supplies) and recurrent expenditure

(extension, statistics, agricultural research) should^be informed' by the

consideration that the needed government fixed capital1 formation is likely

to be in rural road construction, and the provision of marketing, storage

and processing facilities in rural areas rather than in explicit direct

investments in agriculture. The emerging balance should also be informed by

the fact that in the past, non-wage recurrent expenditures (statistics,

extension, research) and working capital (credit, input supplies, etc.)
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IV. RECOMMENDATIONS FOR THE IMPLEMENTATION OF THE ECONOMIC AND SOCIAL

ACTION PLAN (1990 - 1994)

In the preceeding section of this report, the implications of the policy

reform measures anticipated and/or proposed in the ESAP were discussed. In

this final section of the report the various measures that would need to be

undertaken so as to successfully address these implications are presented.

Although the ESAP contains sufficient details about the interim goals

and targets which must be achieved in order to attain the overall

development objectives of the country, like all medium term plans, it is not

realy an operational document. The ESAP will need to be complemented by

annual plans which will reduce its end-of-term targets to annual targets

that can be incorporated into annual budgets and which will elaborate in a

more detailed manner, on the numerous measures which will need to be adopted

so as to achieve the ESAP's objectives.

It is hoped that the recommendations contained in this section will

assist the Ministry of Rural Development in its periodic review and

adjustment of the ESAP. The recommendations are grouped into those

applicable In the short, (12 months), medium (12 to 36 months) and long term

over 36 months. The short and medium term recommendations are designed to

assist the Ministry of Kural Development in the design of the annual

agricultural working Plans that will be prepared from the ESAP and to assist

in the periodic review and adjustment of the ESAP itself.

Because policy measures often do not manifest themselves clearly before

36 months and often not before 12 months, longer term recommendations have

also been presented to guard against the debilitating longer term

misallocations of scarce resources which are bound to arisen when policy

measures are used to force agricultural results in the short term.
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4.1 Exchange Rate Policy

1. Short-term

Should exchange rate policy reform measures become inevitable

putting into effect a system of de facto multiple exchange

rates in a rationalised manner for purposes of resource

transfers, resource mobilization, and reversing of capital

flight and ensuring availability of essential imports.

2. Medium-term

When the system begins to pay-off in terms of more efficient

resource transfers, increased resource mobilization, and

reversal of capital flight, the availability of essential

imports, and increased export volume, gradually move towards a

system of unitary exchange rate/determined by the prevailing

economic realities of the country.

3. Long-term

Completion of move to a viable unitary rate of exchange and

maintain the viability of this rate by installation of an

effective crawling peg or other such system/appropriate to the

requirements of the economy.

4.2 Pricing Policies

1. Short-term

Removal of major illogicalities working against both food

crops and export crops production. -

The installation of an effective system of guaranted minimum

price for food crops managed through strategic food reserves

involving the principal crops grown in the country.
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2. Medium-term

Continue with short-term policies

Differential export subsidies; removal of trade barriers; and

encouraging barter trade to boost intra-African trade.

- Specific export incentives for processed export crops and

carefully selected food crops.

Bilateral and multilateral agreements on export and food crops

3. Long term

Complete medium term measures.

Mass education towards consumption of locally produced food

items.

4.3 Institutional Policies

1. Short-term

Strengthening of agricultural research focused on production;

emergency restoration and strengthening of the national

extension system, the national system for input delivery, and

the systems for the diffusion, application, and

operationalization of agricultural research results.

Creation of adequately funded "supervised food production

, > - , ,, credit systems" in rural areas with easy access^ to farmers fin

terms of limited collaterals, etc.

Ensure adequate agricultural credit allocations especially to

procurement, marketing, processing and manufacturing.
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- Emergency restoration and strenghening of existing rural

roads, transport, storage, etc.

Emergency restoration of the provision of basic rural services

involving health, education and water supply; plan workable

strategy for moving to universal coverage.

Institute emergency cost control measures for government

parastatals; introduce effective acounting and acountability

structures.

2. Medium-term

Creation and strengthening of rural financial institutions.

- Restructure agricultural credit with special reference to

women and to poor farmers; create a special fund for loans at

a subsidized rate for these groups of agricultural operators.

Removal of subventions to parastatals other than those

providing social services to rural areas.

Continue and complete short term poliies.

3. Long-term

- Land reforms for better access and entitlement to land for

productive use; enhancement of the role of women as agents of

change and the modernization of the food production sector.

: r - . Greater mass participation in decision making: and

implementation of ESAP projects
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4.4 Fiscal Policies

1. Short-term

Devote at least 20-25 percent of the total of public

investment in agriculture.

Allocation of an incresing share of foreign exchange for

imports of vital inputs for agriculture; expansion of

agricultural employment and promotion of increased linkages

between agriculture and industry.

Restoration of working capital (credit, operating inputs for

ministry programmes, etc) and recurrent expenditures for

rebuilding statistical, analytical, planning, and monitoring

capcity.

Sectoral allocation of credit using credit guidelines that

would favour the food sub-sector and agro-industry.

Use of selective nominal interest rates in such a way that

interest rates on loans for speculative activities would be

greater than the rates on loans for productive activities, and

resulting in positive weighted real interest rates for

savings.

Expenditure - switching (without necessarily increasing total

government spending) to raise government outlays on the social

sector, particularly those aspects of education, health and

the integration of women in the development process that are

likely to increase .productivity such -that =an average of 30

percent of total annual government outlays is devoted to the

social sectors; and thereafter to maintain a growth rate in

public outlays on these sectors at above the population growth

rate.
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Enlarge the tax base, improving the efficiency and fairness of

the tax system and improving the probity of the tax collection

machinery,

2. Medium-term

Complete short-term policies.

- Reduction of government expenditure on non-productive

activities as much as possible.

3. - Long-term

Build on policies of medium-term.
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ANOTATED OUTLINE OF SEMINAR PREPARED FOR STAFF OF THE

MINISTRY OF RURAL DEVELOPMENT ON THE

PREPARATION OF AGRICULTURAL PLANS

I. Definition of an Agricultural Plan

A. Plan of agriculture which:

1. States the objectives to be achieved;

2. Indicates the resources available for achieving them;

3. Explains how resources are to be distributed among specific

projects;

4. States the strategies policies and institutional arrangements

to be used.

II. Problems of Agricultural Planning

1. Gap between planning done by the farmers and the planning done

by government.

2. Plans only indicate what must be done to achieve the various

targets without sufficient details on how, by whom, and when

things will be done.

3. Lack of suitable administrative procedures and institutional

organization to manage agricultural development/activities in

the plan.

4. Lack of clearly defined objectives - Most plans usually try to

carry out a bunch of projects which are usually unrelated to

vd. j : one another, poorly prepared, and with unestimated cost

effectiveness.
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III. Issues in Agricultural Planning

1. Planning within an overall framework versus planning outside an

overall framework.

(a) Poor overall national planning;

(b) Low priority accorded agriculture;

(c) You achieve agricultural targets, you achieve overall targets;

(d) Conclusion: Agricultural plans must be based implicitly if not

openly on assumptions regarding:

- the performance of the whole economy;

- the parameters for the expected growth of population,

national product, consumption, foreign trade, industry etc.

2. Time horizons of plans

(a) Perspective plan 10 - 15 years

- tree crops

- irrigation

- soil conservation

- broad lines and strategies of agricultural development in

terms of the country's needs and technical possibilities in

particular areas.

* crop production

* animal production

* livestock productions

(b) Medium term plan 3-5 years

- more detailed presentation of targets, policies, and

projects which must be achieved in the medium term to

achieve the longer term goals.
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(c) Annual plans

- To make the medium term plan operational

- Reducing medium-term targets (which are usually stated in

terms of the end of medium term targets) to annual targets

so as to allow allocations required for their achievement to

be incorporated in annual budgets.

- Enumerate in sufficient details the measures which will be

adopted to achieve the plan's objectives.

3. Scope of plans

(a) Partial (sub-sectoral-agricultural, livestock, forestry)

versus comprehensive plans.

- limitations of

* trained manpower/partial coverage

* statistics

* finance.

(b) Partial planning to be avoided where government is attempting

to diversify agriculture and shift emphasis.

IV. COMPONENTS OF AN AGRICULTURAL PLAN

Formulation of plan

(1) Development objectives for the sector.

(2) A stock-taking and diagnostic survey.

(3) A set of targets.

(4) Selection of a strategy from among available" alternatives,
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Implementation

(5) Policies for achieving programme objectives and targets.

(6) Projects and programmes to be carried out in agriculture, as

well as in related sectors, to achieve the plans objectives

and targets.

(7) Research and studies to obtain the technical information

needed for the development of the agricultural sector.

(8) A programme of public expenditure for financing each year of

the plan period, including the source of finance.

(9) A programme of manpower training.

(10) Improvements needed in organizations, institutions, and

administrations.

(11) A system of plan evaluation and control.

Inter-relationships between plan components

A Objectives

Policies

Research and

studies

Technical

Assistance

Stock taking and diagnostic

survey

Organization

administration

Progress reports

Financing
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Conclusion

The planning process starts with assumptions, and speculations which may

turn out to be untenable, and by interaction or successive approximation,

moves towards what is possible. Note: The final form of the plan emerges

at the end, and not at the begining.

V. ENDS AND MEANS OF PLAN FORMULATION AND IMPLEMENTATION

(1) Distinguish clearly between ends and means of the plan. E.g. Is

participation in decision making at the grassroots level an end or a means

of increasing farm income?

Objective

(end)

Strategy _

(means)

Policy

(means)

Policy

instruments

(means)

Self-sufficiency In food

Introduction of packages of improved

technologies eg. Maize, cassava

I Subsidies for

(fertilizer

jHigh prices

jprices for maiz

Co-operatives Private sector

Easy credit

Rural banking
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VI. POLICY AND POLICY INSTRUMENTS

(1) Agricultural food policy cycle

(2) Objectives of agricultural policy

(a) To ensure adequate food supplies for the country's rapidly growing

population,

(b) To ensure reliable food supplies even in situations of national

emergencies or contingencies.

(c) To ensure that the country's marketed surplus is efficiently,

stored, processed, and distributed.

(d) To ensure a fair and reasonable income (economic return) for

farmers and other operatives engaged in the production, storage, processing,

and distribution of agricultural products,

(e) To encourage the adoption of appropriate technologies for the

production and distribution of food.

(f) To ensure stability in commodity and input markets in the

agricultural sector and thus prevent major disequilibria in the national

economy.

(g) To stabilize agricultural prices.

,(h) To ensure an equitable distribution of income for farmers and

others engaged in food production, storage, processing, and distribution.

(i) To develop and expand the country's agricultural export capability.
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(3) Food Policy Instruments

(a) Output pricing and price support policies.

(b) Input pricing and subsidies,

(c) Taxes.

(d) International trade instruments:

- Export subsidies;

- Export controls;

- Exchange rates;

- Import duties;

- Quantitative import restrictions.

(e) Monetary policy instruments.

(f) Import-substitution industrialization:

- Domestic manufacturing of agricultural inputs;

- Domestic assembly/packaging of imported components.

(g) Basic and applied agricultural research resource allocations

(h) Agricultural extension resource allocations.

(i) Rural institutions development,

(j) Rural infrastructures development.
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VII. AGRICULTURAL PROGRAMMES AND PROJECTS

(1) Crop programmes;

(2) Livestock programmes;

, (3) Fisheries programmes; . ; -.

(4) Forestry programmes;

(5) Agricultural inputs programmes;

(6) Agricultural research and extension programmes;

(7) Agricultural Institutions building programmes;

(8) Rural infrastructures programmes.

VIII. EXAMPLES OF STABILIZATION AND STRUCTURAL ADJUSTMENT PROGRAMMES IN

AFRICA

(1) Background of stabilization and structural adjustment programmes in

Africa.

(a) The African food and agricultural crisis.

(b) The use of policy based lending by the IMF and the World Bank in

Africa.

(2) The Analytical Framework of IMF and World Bank Programmes in Africa.

, (a) The Fundamental Model.

p
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Where 0^ = Marketed surplus of the agricultural commodity Q
Pv = Price of non-labour variable inputs, eg. fertilizer
Pa = Price of the agricultural commodity

P = Price of "the" non-agricultural commodity

Wa - Nominal wage rate in agriculture.

R - Rental on physical assets.

Wn = Non-aSrlcultural wage rate (relevant for agricultural households)
Yna = Non-farm, non-labour Income of farmers (e.g. interest earnings

or bank savings),

rs - Real interest earned on savings in financial institutions.

Dca = Stock of domestic credit extended to agriculture
1a = Interest rate charged on agricultural loans.
m

a - transport and other markpt-tnff
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The above represent the variables and the functional relationship that

are usually inco-operated in IMF and World Bank adjustment Programmes in

Africa.

(3) Comments on the Model J _.-_...

(a) The model is not well suited or adaptable to African economic

conditions.

(b) The global economic system in which the model would operate best is

structured to benefit the rich, the financially strong, the creditors, and

the producers of complex goods and services and damage the poor, the

financially weak, the debtors and the producers of primary products.

(c) External imbalance is normally a consequence of internal imbalance

and/or exogenous shocks and, as such, can be a misleading starting point for

analysis as opposed to the problem which must be solved.

(d) Although, the macro-economic significance of agriculture in Africa

today and the impact of macro-economic policy and performance on agriculture

are indisputable, the model attempts to move primarily from macro-economic

to sectoral to micro, and to concentrate on monetary indicators and tools

without an equally strong micro to sectoral to macro aggregative build-up

focussing on real magnitudes, variables, and policy instruments. This

approach is open to very grave doubts.

(e) The emphasis on performance by the model tends to downgrade other

targets and the tools/resources devoted to attaining progress towards them.

(f) Review of AAF-SAP model and its implication for agriculture

vis-a-vis the IMF/World Bank model.

(4) Policy implications of the IMF/World Bank Model:

(a) Foreign Exchange Policy;

(b) Pricing Policy;

(c) Fiscal Policy;

(d) Institutional and Infrastructural Policy.
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IX. POLICY RECOMMENDATIONS FOR THE STRUCTURAL TRANSFORMATION OF AFRICAN

AGRICULTURE

(1) Foreign Exchange Policy;

(2) Pricing Policy;

(3) Fiscal Policy;

(4) Institutional and Infrastructural Policy.
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