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Country: Democratic Republic of the Congo (Kinshasa)

Social and Economic Background of Democratic Republic of the Congo

According to the World Bank, The Democratic Republic of the Congo (“DRC”) has the third largest population (54.8 million in 2004), and the second largest land area in Sub-Saharan Africa (2,345 km2). 
In 2004, 50% of the DRC’s population was between the ages of 15 and 64 based on World Bank statistics. The 2004 UN Human Development Report reported did not have information on the proportion of the Congolese living on less than US$1 a day and other measures of the distribution of income within the population such as GINI index. According to the OECD, in 2002, 80% of the population lived under US$0.20 per day.  The DRC is identified by the United Nations as one of the least developed countries in the world.  The World Bank categorizes the DRC as a low income economy ($825 or less GNI per capita) and severely indebted (present value of debt service to GNI exceeds 80 percent or present value of debt service to exports exceeds 220 percent). According to the International Labour Organization, 33% of the adult population is participating in the economy. No specific unemployment data was available; however the OECD cites the unemployment rate is “very high” and notes that only 4% of the total working population and 8% of the male working population had jobs in 2002.

In the broader economic picture, World Bank figures show that in 2004 the DRC registered a GDP per capita adjusted for PPP of US$703, a 5.7% increase from $665 in 2003. According to the UN 2004 Human Development Report, foreign direct investment (FDI) represented 0.6% of GDP in 2002 and other private flows of capital were 0% of GDP, or neutral. However, there was some evidence of improvement from 1990 in net outflows of capital.  The World Bank also reports that in 2003, DRC received US$158 million in foreign direct investment.. In 2003, the DRC received US$ 5,381 million in foreign aid and development assistance according to the OECD.  As of April 2005, the World Bank had approved a total of 81 loans and credits for the Democratic Republic of Congo for a total amount of approximately US$3.37 billion. The DRC’s M2/GDP ratio was 0.07 in 2004 based on a World Bank database. There was no information available regarding the worker’s remittances the DRC received. 
The currency of the DRC is the Congolese Franc (CDF). The average exchange rate was CDF 401.04:US$1 in 2004, CDF 346.49:US$1 in 2003 and CDF 206.62:US$1 in 2004, according to the World Bank. 

The DRC has not participated in the World Bank and IMF’s Financial Sector Assessment Program (FSAP).

Doing Business in Democratic Republic of the Congo

The World Bank uses several indicators to assess the business environment of a country. Of the 155 countries ranked by the World Bank, the Democratic Republic of the Congo ranked 155, or in last place.  According to a 2005 World Bank “Doing Business” study focused on the DRC, entrepreneurs in the country are required to go through 13 steps over the course of 155 days to launch a new business. The cost to entrepreneurs of starting a business represents 503.3% of gross national income (GNI) per capita.   In addition, it requires 16 steps and 306 days to complete the process of complying with licensing and permit requirements for ongoing operations, at a cost of 6,516.3% of income per capita.

On the Credit Information Index, the DRC has a score of zero on a scale of zero to six. There is no public credit registry coverage, nor is there private bureau coverage. The country’s Disclosure Index is three on a scale from zero to seven. In the area of property rights, it takes about 106 days and eight procedures to secure rights to property, at a cost of 10.2% of the cost of the property.  

Regulatory and Legal Environment of Democratic Republic of the Congo

According to the World Bank, it takes 51 procedures and 909 days in order to enforce contracts. The cost of enforcing contracts in terms of legal and court fees amounts to 256.8% of the value of the debt. 

Filing bankruptcy takes 5.2 years and the costs associated with it in terms of estate value amounts to 22%. The average recovery rate for creditors is $0.02 per U.S. dollar, below the regional and OECD averages of US $0.16 and US$0.74, respectively. 

The OECD 2004 report on the DRC and the World Bank’s focused report on the DRC related to financing small, medium, and micro enterprises in post-conflict situations both claim the biggest obstacle facing the development of small and medium sized businesses in the country is financing.
According to the OECD, because of the economic conditions within the country, the microfinance sector might play a significant role in economic development. The government has shown interest in the sector, and has created a ministry dedicated to the microfinance industry and developing small, medium, and micro business enterprises. The ministry was created in September 2000 with the objective of producing a reliable and current database on the sector and to ensure compliance of MFIs with regulations set forth by the government. 

According to the World Bank 2004 Transitional Support Strategy (TSS) for the Democratic Republic of the Congo, despite the suspension of its financial assistance in 1993, the bank maintained a dialogue with the DRC authorities throughout the 1990s. This has allowed for a rapid reengagement after the reconciliation process and economic reforms beginning in early 2001. The 2001 UN TSS report focused on supporting economic reforms, financing rehabilitation works, providing policy advice in a number of sectors, and playing a leading role in mobilizing and coordinating donors. A new TSS, focusing on (a)  social stability and security; (b) shared economic growth; (c) governance and capacity; and (d)  social development, was presented to the Bank's Board in February 2004.  Currently, the World Bank portfolio in the DRC comprises eight active projects, totaling US$1.33 billion of commitments. 

Microfinance Institutions (MFIs) and Commercial Banks’ Involvement in Democratic Republic of the Congo

According to the World Bank, there are 9 major commercial banks accredited with the central bank in the Democratic Republic of the Congo. The total number of bank accounts in the country is 35,000, with savings in total estimated at US$150 million.  Credit activity represents less than 1% of GDP. The World Bank reports that formal banks estimate that there are only 100 to 200 creditworthy companies in the country.
According to the OECD Development Centre, it is difficult to assess the size of the microfinance industry in the DRC today. The main microfinance oversight organization in the country, the RIFIDEC (per SEEP, the Regroupement des Institutions de Financement Decentralise du Congo), registered in early 2003 75 effective members (57 MFIs, 15 COOPECs and 3 others) and 126 non-effective members (113 MFIs, 13 COOPEC). In 2004 per the SEEP Network Sub-Saharan Africa directory, the organization had 62 active members. The RIFIDEC was created in 2000, as an initiative of COPEMECO (confederation of small and medium sized enterprises in Congo), with the objectives of promoting and improving the overall quality of the microfinance sector in the country, to reinforce the organizational capabilities of its members, and to assist member interests in general. The entity has US$250,000 in funding.  

According to the IFC, outside entities appear to be gaining interest in the opportunity for microfinance initiatives within the DRC. In September 2004, the International Finance Corporation, the private sector arm of the World Bank Group announced an agreement for a 15 percent equity stake in the start-up of Pro Credit Bank, a microfinance bank in Democratic Republic of Congo (DRC). The bank will provide credit facilities and other financial services to micro and small businesses. The IFC made a US$0.45 million equity investment in Pro Credit Bank. IFC is also providing a US$0.5 million technical assistance grant to the bank for institution and capacity-building. Other foreign equity investors in Pro-Credit Bank include Stichting DOEN of the Netherlands, and Germany’s Internationale Projekt Consult and Internationale Micro Investitionen – the latter in which IFC has an equity stake.

Activities of the National Committee of Democratic Republic of the Congo
Democratic Republic of the Congo is participating in the Global Microentrepreneurship Awards Programme.
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