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NON-CAPITAL PROJECY PAPER

REGION: ADO Dakar

PROJECT NUMBER: | 625-11-150-600

- PROJECT TITIE: OERS GRAIN STABILIZATION PROJECT
U. S. OBLIGATION SPAN: FY-1971 through FY-1973

GROSS LIFE OF PROJECT FINANCIAL
REQUINEMENTS:

U.S. Dollars $1,130,000

Tons of Food (PL 480) 75,000

T: SUMVARY DESCRIPTION
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To undertake programs directed at increasing production end eifestivs

.
PR ey

marketineg of domwestic food grains under the sponsorship of the GCrgpznlzes? s
g 1 L g

of the Senegal River States (0.E.R.S.), A.I.D, will recruvil and finance

regional contract technicians in the specialty ficlds most urgently .

These technicians vill be stabioned in the cooperaling recipicnd couwnirlisz;
but will be assipned in accordance with need, on temporavy duty, in otier
countries within the repgion.

Additional funds will be made available through the sale of P.L.=LI2

Title II grain shipments in cach of the cooperating countries. In prinsizls

the United States Govermment will provide, in Jine with P.L.-480 policy,

grain shipments, as appropriate, for the duration of the progrem, when i:
. .

can be demonstrated thal these supplics can be ciffectively utilized. 7Thor

would be sold during the annual period of scarcity which precedes thelar-
vest period, with the funds so gencrated deposited in a special account.

T

These funds will be used to (1) finance programs to improve domestic foci
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grain production, marketing and distribution; and (2) pay essential internal
transportation costs of the U.,S. grain.

As the program develops, consideration will be given to loan appli-
calions in support of grain stebilization programs from the regionzl
organization (O.E.E.S,) vhen the programs of the member countries have
progressed to a point where such additional investment is warranted.

This assistance is conditioned on the ability to reach with. the
regibnal organization, and through it, with each recipient country,. & clear
understanding of the step'hy step objectiveé of the program. Additicnzl
long-term assistance will depend upon definite evidence that the nrecizient
counvries are willing to utilize increasingly their own resources to rezch

these objeclives and to widertake necessary policy changes.

o

The witimabe objective of each country program will Le te attain
Geproee of sclf-sufficiency in food grains consistenl with comparative
cconomic advantage. In order to acconplish thig the governments invelved
mist establish o firm policy to provide, on a nationsl scale, market

th,prices and services for food crops comparable with those provided for

axport crops. As natlonal capabililies are developed the particivating

counbries will work thfough the regional organization to develop

‘ }egional systems of grain production, storage, distribution, pricing
and tariff policies.

In support of the above policies ecach counlry will establish a

National Food Grain Authority composed of high-level officials familiar
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with the domestic agricultural situation and its problems. This organe
ization will be responsible for planning, developing and implementing a

food grain program.



Regional (OERS)

NON CAPITAL PROJECT FUNDING (OBLIGATIONS IN $000)

Project Title: OEZRS Grain Stabiliization

PRCOP DATE 3/18/71
Originzl X
Re\". NO.

Project No.: 625-11-150~600

Preject
Ap 1/G Toval Count Fersonmel Serv. ‘Tarbicizants Commodities .
AID: PASA : Cont U.S. . :Cont USBA:Cont Dir & : Cont
ACENICIES: CCC: U.S. Ag: :
FOOD GRAINS: :

Prior
through
Act. F¥ 70
Oper. FY 71 250 250 L, 710
B+1FY T2 LLo 350 Lo 2,520 50
B+2FY 713 Lo 350 Lo 2,520 50
B+ 3 FY ‘

m_1t = e~



Table 1
Page 2 of 2 Project No. 625-11-150-600
AD=Controlled ther Cash ther Food for Freedom Cormodities
Lccal Currency Contrioution Doner Metric Value & World
Fiscal Years UeSe - Country = Cooperating Tunds Tons Freight Market
owned ovwned Country (% Equiv.) (000) (#000) Price
(3000)
Prior
through
Act. FY 70
Oper.
FL 71 35 4,710
Budge.
FT 71 35 4,710
B+1 .
FY 12 20 2,520
B+ 2
FY 73 20 2,520
B+ 3
H —
A1l Subs
Total Life 75 9,720

1/ 75,000 Tons grain sorghum



IT. PROJECT SETTING

‘A review of many studies on the subject of cereal prodhcﬁion and
storage indicated that the potential for increasing production is equal
to basic requirements for many years to come. All the West Afriéan coun=-
iries in the savannah zone experience large annual fluctuations in rain-
121}, There are also pronounced variations in geographic. patterns of -
rainfall in most years. As a result, crop production, except.on irrigated
land, varies greatly from year to year -and by areas within the region.
Serious shortfalls occur on the average of once every four years. vSenegal
has experienced a food eme;E;;;;—;;—E;;ggﬁgzﬂgﬁg~i;;;—£;;;—;;;;;. It is
impossible to forecast good or tad harvests since neither the time cycle
rer the geographic pattern of rainfall is regular or predictable,

Another natural limitation on West African Agriculture is the scarcity
of highly productive land. Most reports lend to emphasize that cnly a
small percentage of the total land area is under cultivation and that large
inicreases in production can be brought aboul simply by increasing the area
mder cultivation. Whal is not mentioned is thal the best land is presently .
being farmed and thal available sourcés of labor and credit make it virtuali-
ly impossible to increase acreage by aﬁy appreciable extent. Animal tracticn
or mechanical farm implements financed by mediwn to 1oﬁg term credit are a
brerequisite to any significant, incréase in cultivated acreage. Crop and
-50ils research in the region clearly prove that improved cultural practices
can more lhan double current averapge yields in mosl areas. The limited

areas under production reflect the primitive farming methods being employed.
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Far more land lies fallow each year than soil and climate conditions re-
quire. This is caused by the fact that farmers using their primitive
tools are physically incapable of farming all of the.cultivaiable'land.'

Even though the region is not blessed with huge.éreas of highly pro-
Qucti;e land, primitive famaing methods rather than poor soils. is the pri-
ﬁ;;y technical restraint on increasiﬁg production of tlie. major fbod'grains.‘
MNthovgh adverse climatic conditions and poor soils will continue to cause
wide fluctuations in West Africa's cereal pfoduction, these natural forces
are not the primery reason for the increasing frequency of severe-food
grain shortage. The more significant causes are found in. the national
agriculiural development policies. For years, major empliasis iq agricul-~
tural develepment in VWest Africa, under both colonial and national govern-
ments Las been on expansion of production and marketing of a few export
crops such as palm oil, peanuts and cotton. Some emphasis has also been
given to community development programs and to investments in infra-
structure. The prowotion of production and marketing of millet, sorghw:
and corn has been & low priority. In most of the countries in the.
region problems of food production and marketing are not taken seriously
until the emergence of incrcasingly frequcnt; and severe, food shortages
make such consideration mandaﬁory. Even then the governmenﬁs of .these
countries rely on shipmeﬁts of grains from relief organizations to carry
them through difficult periods and do 1little, if anything, to resolve the

basic problems which create these situations.
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Specifically, one of the most serious problems has been that price

incentives to farmers are nobt sufficient to induce increases in food grain
e e e —— e >

e i

-

by the continued maintenance of relabively attractive prices, often through
subsidies, for ‘peanuts and cotton. During most of the 1960s the prices of

millet, sorghum and corn at harvest time have: averaged 8 to 10 francs CFA

per kilogram. Peanut prices during the same period averaged 20 fraucs Cri

and above. This disparity in prices is highlighted by agricwliural experi-

<)

ment station findings on farmer returns from peanuts and millet. WVhen 25

sentially equivalent farming practices are employed for both crops on lend of
equality, a farmer's net return per hectare and per hour of lzbor are ar-
proxinately the same when the prices received are about equal.

Mnother majer difficully is the lack of effective national merzeis
for food. Lack of a market in which to sell grein in'exccss of farily ra-

quirenents is a major deterrent to expansion of food grain prodﬁct:cn. Iris
difficulty vas aggravated by succcesful efforts to esteblish marketing
systems for-export crops. In addition, most of'ihe emphasis of ihe srall
national agricultural credit aﬁd extension services has been, and conlinuss
to be,'oﬁ peanut and cotton production and marketing. It should bz nzn-
tioned that the only markel aveilable is usually that provided by traders
or speculators who historically pay very lovw prices imﬁmdiately after

harvest and resell during the period of. short supply preceding the next

harvest--in many cases to the same producers they purchased from.
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Differences of 800 to 1,000 percent mark-up are not unknoim; however,
300 to LOO percent is more-the average.

The responsc of Vest African farmers to the low prices and lack of
markets for‘ﬁhe major food grains and to the more attracltive prices and
assured marké%s for thé export crops has been logical. Food grain pro-
duction in recent years has not kept pace with éopulation growths. This
situation hgs been further aggravated by the rapid trend to urbanizétion
which is attracting a high percentage of the rural youth to the large por-
wlation centers:. ILand planted to food crops has decreased appreciabiy
relative to increases in population.

v

The érigin, during the colonial period, of these contrasting agricul
tural policics and dcvclopnénts in Vlest African agricullure appears to te
a basic misconccption of the economics of agricultural production and iz
keting. Traditionally, food grains have bcen produced almost exclusivell
on a subsistance basis. Only small fractions of the total production are
marketed. Nearly all szlecs are direct from producers to consumer in smaz’l
local markebs or, as previously mentioned, to traders. Many people, in-
cluding former colonial officials and their successors in the new nationzl
governments, came to believe that the food grains.a1Ways would be subsic-
tence crops outside the market economy. Morcover, there was gencral

acceptance of the principle that adequate production of food grains would

be assured by the producers' own demand for food. The corollary of this

PR
o

concept is that markets and market prices are not important in stimuleiirg

increases in food grain producbion,
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In contrast, there was widespread rccognition'that substantial cash
incentives and assured markets had to be offered to producers in order to
induce expansion of the production and marketing of peanuls and cqt-ton°
Finally, there was little recognition, until food shortages developed, of
the possibilit§'that an wnbalanced agricultural developnent policy would
have adverse effects on the national food supply.

Other facfors that have encouraged national governments to neglect
Tood grains and encourage export’ crops were the needs for foreign exchange.
Also, the political appeal of low food prices to ufban vobers camnot he
ignored. Experience has proven that low food grain prices have failed to
protect basic consumer interest. Low prices have led to food shortages
uirich are beconming increasingly serious, and to a reduction in econonic
growth. A large percentage of the increase in foreign exchange obtainad
from export crops is being used to purchase rising deficits of food crops.
In developing countries such as Senegal, Mali, Guinea and Mauritasnia, whars

Doy, ex81s
80 to 96 percent of the people live on farms%'é low rate of growlh in the
total cconomy. More specifically, in these.countrics vhere food grain pro-
duction is some 50 10 80 perceﬁt of’ total farm output, a low rate of expun-
sion of food grain preduction has a significantly adverse impact on agri~
cultural and general economic development. Lack of adequate produciion
incentives to farmers, lack of markels for food grains and low farh in-

comes are the primary rcasons for the generally poor performance in the

agricultural and general economy.
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Ten years after independence there is evidence that the old colenizl
economic concepts and policies strongly influence national agriculﬁural
programs. There is, however, a growing awareness among many governrent
officials that something is radicaliy wrong with these policies and they
are beginning to become avare of the need for raising producer prices for
food grains and for developing orgenized markct chanmnels. In Mali, for
example, producer prices for cereals, although still low, have been in-
creased substantially during the past four years. Farmers have respond-
ed by increasing production.

The gap batween recognition of the agricultural policy probler and

development of effective policies and programs is wide. To bridge ihis

N .
-~ v s L.-.'v.a"

gap requires expertise in agriculiwral policy formulation and administr

{ Ve pen

tion. For exanple, it is nolt easy to determine the specific producer
prices and price ratios that will induce farmers to increase food grain
production by a desired quantity. It is even more difficult to develon
and to administer the national programs needed to put these policy de-
cisions into effect.
TIT. STRATEGY

Basically, it.will be necessary to dgvelop: (1) Programs that will
enable each of the participating countries to become self sufficient in
the produc%ion of cereals; and (2) methods for evenbtual coordination of
these programs on u regional basis. ‘This will require significant chanzes

in existing agricultural policies and the initiation and evolution of
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/;ﬁs to implement these policies. Limitations in the availability

/Z;ained managerial and technical persomnel, in physical and financial
&ésources and in basic production and marketing data will mean that progres
will be slow at best. Every effort will need to be made to start swall
projecis tukinn‘first things first and, to begin only those programs and
activitices for which human and Tinancial resources are available cither
locally or frem exlernal scurces. Since so many things need té be done
this mezans that a system of priorities iust be established even though
progress will not be as rapid as if all elemenls could be initiated
simultancously.

The first nzcessity is ‘o bring these counlries to the poinl whereby
they cen: (1) Adeopt a policy giving as much atlention and support 1o tha
production of foud crops as lraditionally has been given to exporl crops
and (2) implement this strategy. To do so incenilives will be necessary lo
expand the production of cerealsy farmers must be assured of accessible
markebls, reasonable prices and prompl payments. Until farmers are con-
fident that so-called subsistence crops can produce a cash income approxi-
mately fthat of export crops, campaipgns to encowrage increased production
through the use of improved techniques including fertilizer, inseclicide,
ete. will have little or no effect.

It is clear that the establishment of an effective nationwide grain
marketing system cannot be accomplishcd except over a period of years.
Neither the technical and administrative competence, nor the financial

resources from local sources, are adequale. It will take Limec and money
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ﬁo construét the necessary physical storage facilities to improve trans-
ﬁ@rtation infrastructure and to develop the indigenous managerial end
teqhnical competence Lo manage properily such an enterprise. .At some stage
in bhe‘dcveiopment of' the cereals program it will be ﬁecessary to establisna
National @rain Authorities with responsibility for all aspects of the pro-
gram, . Sucﬁmhority' is now operational in Mali, Concomitantly writh
the establishmcng‘of this‘authority, steps must be taken vo obtain and to
upgrade managerial and technical personnel who not only will have the com-
petence and thegntegrity to handle the financing, buying and accounting
affairs, but will also have extensive knowledge of grain storage, grading,
transport and handling.

Le prompily as lrained persomnel and financlial resources permil, steps
should be taken to improve the cSllecticn of dependable wnd timely infor-
mation from which periodic estimates of crop production can be made, thers-
by improving both the accuracy and timeliness of forccasts related to the
magnitude of surpluscs and shortages by areas. In addition to impreving
the internal operation of the national grain authoritics, such steps woudd
mzke it possible to meet emergencies requiring grain imports in a more
timely and efficient manner,

When the naticnal grain authority has reached a reasonable degree of
maturity, and crop reporting services have obtained a certain degrec of
reliability, some arrangement for consustations among the national grain
authorities in the arca should be initiated. Thoy will have many common
interests; and coordination, even on an informal basis, should.improvc

the effectiveness of individual country programs.
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Dur’tc the ﬁwoatluntivo 'period limited dircet support to thi's pro-

posed grain stabilization program can be expected from the regional Major

Cereals rescarch project, Through this program, reasearch and field trials

en corn, flllo_t m‘d sorghwa will be continued and expanded to detemine
local adapl.abillty of new varitics. "Input pr'oduct.,ion.packages" will he
developed Lo realize the potential offered by these new high y=elding
protein-rich varities, Following the investigative period as emphasis
is plzeced on pmductfion, the complementary, supportive role of lMajer
Cereals setivilien will becons increasingly essential to the success of '
grein stabilization, Work accomplished by four fiecld trial technicians
provided by Frence (¥AC) and the United Kingdon (ODA) could afford & firnm
besis for getiing effective oxtension work undexvay with farmers to inorcasz
ﬁ:‘@-i'-;:@i,i@t?.

Yhe everall stralegy of the proposed project is to d.ctor'minc tne
daetzils of all the foregoing requirements end ultimately to ascist the
governnenis Lo wdertake required actions,

IV, FIAWTD 706578

The planned Largets for the project are as follows:
A, Ulbixsto

The estzblishrent in each of Ltho cooperating countrices of viatle 1
liational Feod CGrein Boards composed of high-level officlals uho are |
familiar with the demestie agricultural situation and its protlens.

Yhis oerganisetion will be renponsaible for planning, doveloping and

implemeniing foed grain poliey carrying out tho following funcilenes

RS R T
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-~ Assure reasonable price incentives to producers and reasonable
prices to consumers;

- Establish and manage buffer and regulabory stocks of grain;

.~ Bstablish and operate efficient assembly and distribution facilities;
~ Provide transportation for grain from surplus to deficit areas;

- Reduce seasonal and geographical varialions in prices to the extent
permitted by reasonably efficienl handling, storage and lransporta~
tiong

- Handle trade in food grains with other countries;

~ Participate with the appropriate regional organization and mutually
advanlagcous policies for inter~couibry grain trade; and

=~ Assist, in conjuuction with the private iraders, in crealing a
truly national and international grain marketing system.

Intermediate
The inlermediate targets would be accomplished during the initial three
‘ear investigative period funded under this FROP. This will include effor:s
03
1. Determine whalt changes will be necessary in national agricui-
tural development policies in order to place on the production
and marketing of food crops an amount of cmphasis comparable to
that existing for export crops. Once decisions have been made
as to the policy changes which will be required, programs incor-

porating these basic reforms will be formulated and submitted to
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the appropriate governments agencies for their consideration and
required political action. The influence of the Amefican tean,
having résearched these problems in depth,. will be ol paramount
importance in convincing the participating govermments of the
neces;ity of these actlions.
Based on the programs that are develcped,. prepare estimates of
the administrative and technical persommel that will be required
during the implementation phasc. Simultancously, a survey cf
available personnel possessing eny of these qualifications will
be developed in order to determine the requirements for the
training program.
Initiate trairing for local personnel wiio have Laen solected to
staff the programs that have been approved. This training will
be conducted in the cooperating countries by the techniciens as~
sigmned to the project.
Survey the existing distribution and merketing facilities for feod
grains and draw up recommendations 1or the developmenl of an ade-
quate market system thal will insure reasonable access for farrers
to buying stations and will provide cash scltlements to producers

at the time of grain delivery.

‘Determine the price incentives that will be required to motivate

farmers to increase production of cereals keeping in mind the
world price and that maximum prices to consumers musl be real-

istic. Once lhe price to the producer has been established steus
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should be taken to insure that this information is made availatle

to the farmer cn a timely basis.
6. Determine the quantity of grain required to establish an adequate
resevve, and from this, calculate the amount of storage caracity
required. A survey of existing silos and their general condition
will determine the need for constructien of additional.grein stor-
apge Facilities.
7. Develop plans for many new storage facilities tliat may be required

—

keeping in mind local cost factors and efficicncy of operation vis~
a-vis cxisting climatic condition.

8. As zdcquate price incentives and markets hecome aveilable, develon
educational programs involving the use of credit, improved tools,
new cultural methods, improved varieties, cltc., to be implarmented
by the agricultural services of the cooperating countries.,

9. As adequate price inc.ntives to farmers become available, develcer

programs to be inmplemented by agricultural extension orgarizaticns

utilizing new techniques and agricultural credit.

V. COURSE OF ACTION

The commission of the Senegal River Stales has reguested assistance
in developing effective programs to increase grain production and to in-
prove storage and marketing systems as part of their effort to:initizte
rural development prograns. These programs have two irmmediate objectives,
namely to increase supplies of food grains and farm income. Ultimately
this will benefit the economy of the countries involved since, for the moss

vart, they arec based on agriculture.
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Technical Assistance

During the three~year investigative period funded under this FROP.
a team of five technicians will advise the OERS and its four mem-
ber countries on the developméqt and implementation of cohezive
integ£§tcd grain stabilization programs which will meet the
targets as oullined previously. Fumphasis will be placed on
those COuhtries'whose governments have indicated a willingness
and papability to move toward.the ultimate targét on a timely
basis. This team would include the following personnel:
1. General Manager (expericenced in grain operations who will

also act as team leader).
2, Grain Markeling Pricing Economistl.
3. Agricultural Engineer (specialisl in grain storage structuras).
h. Transportation Expert (grain and grain products).,
5. Farm Management/Produclion Specialist (Pha-e 1I)e. ~ é%?0”377’1
6, Accounting Systems Specialist (experienced in grain accounting’,
Yhile no commitnents on loan assistance in support of such prograr:
can be made al present, AID will give sympalhetic consideraticon
to loan applications from regional enlities having the authority
to engage in borrowing provided that two or more countries engage
in the type of programs described in this proﬁosal and these pro-

grams have reached a point to warrant such addilional investment.
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C. P.L, - 180 Title IT

To the extent food grain imports can Be effectively used by each
cooperating country, the Uniled States--alone or :'Ll"l cooperation
with other donors--will provide in line with P.L.-480 policy,
grain shipuents, as appropriate during each year of the multi-
year period of cooperation; such U.S. grain to arrive in time to
be sold during the period of exlreme need prior to the harvest.
Sales proceeds will be utilized to defray essential internal
transportation costs of the U.S. grain. All remaining revenues
will be deposited in a special account to be released joinlly by
both governments for purposzs contributing dircevly Lo the objec-
tives of the program, i.c., develcpment of domestic capabilities
for food grain production and distribulion. The U.S. Governwment
does not make P.L.~i80, Tille II commodilies available except on
the basis of specific reguests for purposes which mast be ex-~
plained in detail; {herefore, fingl approval of U.S5. grain ship-
ments can only be given vhen a specific request is received follov-
ing mubual agreement on country programs which are components

of a regional program.

At the end of the three-ycar investigative period, progress mede
by the OERS States in formulating programs will be reviewed. If
satisfaclory progress has been made, AID should consider expanded

supporl. to this aclivity for an extended period of ten years.,
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A grant agrecment to the Organization of the Senegal River Stales

will be ubtilized to fund the project.





