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June 30, 1983 

ACTION MEMORANDUM FOR THE ACTING ASSISTANT ADMINISTRATOR FOR AFRICA 

FROM: AFR/PD, Norman cohe;N ~ 
SUBJECT: Senegal - commodi~port Program (685-0262) 

Problem: Your approval is requested for a grant of $5.0 
mIllIon from Section 531 of the Foreign Assistance Act, 
Economic Support Fund appropriation, to Senegal for a 
Commodity Import Program {CIP) (685-0262). It is planned
that the total life of project funding of $5.0 million will 
be obligated in FY 1983. 

II. Discussion: 

A. Program Description and Purpose 

This program will provide foreign exchange support to the 
Government of Senegal (GOS) to help overcome a serious 
balance of payments problem and is part of an IMF-1ed 
effort, coordinated with other donors, to help Senegal 
address critical immediate economic needs and longer-term 
structural problems. Disbursement of funds and evaluation 
of the program's success is based on certain macro and 
sector policy reforms as noted in section D.l., below. 

Thus, up to a maximum of $2.5 million from this $5.0 
million grant will be utilized under the "direct 
reimbursement" procedure, to reimburse the Central Bank for 
purchases made in the U. S. and already paid for with 
Senegal's foreign exchange. This reimbursement will be 
made retroactive to July 1, 1982 (GaS's Fiscal Year 
1982/83), to permit qUick disbursement of funds. This 
procedure has been fully reviewed by SER/COM/ALI. No 
direct reimhursement will be made prior to review and 
approval by the the USAID and AID/w-ror eligibility under 
Regulation 1 of all documentation submitted for 
reLm~urscmel1t by Sen~~al's Centrnl Bank. 

Simultaneously, the standard eIr financinf procedure will 
be implemented [or the remaining $2.5 mil ion. A 
representative of SER/COM/ALI spent two weeks in Senegal 
earlier this year looking into trade flows, the capacity of 
the Senegalese banking system and the private sector to 
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handle the CIP program, and was satisfied that the program 
is feasible. (Note: Should the amount of direct 
reimbursement submitted and approved by AID/W fall short of 
the maximum authorized of $2.5 million, the amount not 
utilized would be shifted and disbursed under the CIP 
program. ) 

A second purpose of this project is to assist farmers and 
their families by using the local currency generated from 
the commodity sales and direct reimbursement to maintain, 
improve and upgrade rural feeder roads. This illustrative 
local currency program has been closely coordinated with, 
and is complementary to, the IBRD 5th Highway Loan now in 
final stages of the approval process at the World Bank. 

B. Financial Summary 

1.	 First year and life-oE-project funding is $5.0 
million. 

2.	 Grant (Economic Support Funds)
 
--Direct Reimbursement ($2.5)
 
--CIP Standard Financing ($2.5)


Total	 ($5.0) 

3.	 Ma or In FY 81 official aid 
ows were: rance, .5 million; World Bank, 

$99.7; Kuwait, $69.3; Saudi Arabia, $63.9; and 
the United States, $35.6. No donor figures are 
available for FY 82 or FY 83, but are estimated 
to be 20% less in FY 83 than in FY 81. 

C.	 Socio-economic, Technical, Financial and Environmental 
Analyses 

1. The ECPR has found the macro-economic 
justification for the direct reimbursement and 
commodity import program (balance of payments 
suppport) satisEactory. The rates oE return on the 
upgrading of rural roads in this project are between 
12% and 36% and on maintenance much higher. The 
ildv:Jllta0es to lhe rural popul<lti.oil of improved 
communication and casier access [or agricultural 
inputs have been established. 

2. There are no human rights issues. 

~' 
/ 
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3. T1l(' ECPR agreed with the conclusion of the Hission 
that a categorical exclusion be granted because a 
Commodity Import Program grant is eligible to be 
excluded from the environmental procedures required in 
accordance with AID Regulation 16, Section 216(c)(ix). 

D.I.	 Conditions Precedent and Covenants - The grant 
agreemcllt \Yill include the 10110wing conditions 
precedent and covenants: 

Conditions Precedent ­

(1) At the macro level, no disbursement of dollar 
funds will be made until the execution of a Standby
Agreement between the GOS end the IMF for Fiscal Year 
1983-84. 

(2) For road maintenance improvement, no funds will be 
disbursed from the local currency account until the 
joint GOS/USAID local currency management committee is 
established and functioning. 

(3) At the sectoral level, prior to the release of the 
local currency, the GOS will match the first and 
second advances by the World Bank to the GOS highway 
maintenance fund -- now planned under the World Bank 
5th Highway loan. 

(4) At the sectoral level no local currency will be 
released until the GOS establishes 8 plan for the 
implementation of its rural road maintenance and 
upgrading program, and identifies specifically the 
resources, equipment and personnel needed to carry out 
the program. 

Covenants	 ­

(1) A commitment in FY 83/84 to reduce by 10% by
December 1984 the deficit of the Price Stabilization 
Fund) (Clli~~c~D_«:"~£9~ation_and_.E..e~t;tabilization des 
Pri2: ; 

(2) A commitment by December 1984 to reduce 
outstanding seasonal agriculture credit through a 
reimbursement of 10 billion eFA to the Central Bank; 

1. I
:J 
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(3) To select targets from the IMF 1983-1984 Standby
Agreement which are relevant to the agricultural 
sector for performance monitoring; 

(4) A commitment to give priority to maintenance over 
the construction of new roads whether primary, 
secondary, or feeder roads for the next three years;
and 

(5) The local currency management committee will 
consider the technical and economic studies prior to 
selecting road segments for maintenance or upgrading. 

D.2.	 Implementation Plan - The ECPR found the 
implementatIon plan for both the dollar-financed 
direct reimbursement and the standard financing of 
commodity import programs as well as the local 
currency activity satisfactory and reasonable. 

D.3.	 Major implementing Agencies will be the Ministry of 
EquIpment (Public Works Department), the Planning 
Ministry and the Finance Ministry. 

E.	 Section 6ll(a) requirements for the dollar portion 
h~ve been met by the establishment of a feasible 
system for the CIP program and direct reimbursement 
for the dollar expenditures. On the local currency 
side a joint GOS/USAID local currency management 
committee will be established which will use criteria 
based on 61l(a) requirements. 

F.	 Program Implementation - John Balis, Mission 
Agriculture Development Officer, will be responsible 
for management of the program, Barnabas Moseley, the 
Mission engineer, will supervise the local currency 
activity in USAID/Senegal, and Rose Marie Depp, 
Project Officer for Senegal (AFR/PD/SWAP), will be the 
responsible officer in AID/Washington. 

G.	 Other Considerations - While this PAAD involves ESF 
funding, It should be noted that ,in addition to the 
balance oE payments support, the local currency
generated wiLl be used to maintuin and upgrade rural 
roads, thus providing direct befiefit to farmers living 
in the areas served by these roads. 



III. 

IV. 

V. 

VI. 

VII. 

.VIII. 

5 

Waivers: The draft waiver contained in Annex J of the PAAD 
requests that the source/origin requirement for shipping be 
waived from Code 000 (United States only) to Code 899 (Free
World). The waiver request is now being reviewed by 
SER/COM and will be considered for approval after this 
grant is approved. 

Justification to Congress: This project was listed in the 
1982 CP; therefore, no Congressional Notification is 
required. 

Clearances: At both the Issues and ECPR meetings, 
representatives of all relevant Africa Bureau offices, 
SER/COM ancI PPC offices were present and concurred in the 
conclusion of those meetings to recommend authorization of 
this PAAD. 

Recommendation: That you sign the attached authorization 
and thereby approve funding of $5.0 million. 

Attachments: 

1. Program Authorization 
2. PAAD 
3. Code 899 Shipping Waiver 

Clearances: rQI/-
DAA/AFR/WCA: JJohnso 
AFR/PD/SWAP:GS10cum , 
AFR/TR/SDP: GThompson (draft) 
AFP/TR/ENG: BDonnelly (draft) 
SER/COM/ALI: PHaga~;a;t)
AFR/SWA: FGilbert ~ 
AFR/SWA: NMariani a t 
AAA/AFR/DP: HJohnson ~~ 
AFR/DP:SErves (draft~ 
PPC/PDPR: JWolgin (subs)
GC/AFR: LDeSoto (draft) 

f,.Vl 
USATO/Scnegal:VBrown/AFR/PO/SWAP:RMDepp:6/21/83:0422M:632-8242 



PROGRAM AUTHORIZATION
 

Name of Country: Senegal Name of Project:	 Commodity Import
Program (CIP) 

Number of Project: 685-0262 

1. Pursuant to Section 531 of the Foreign Assistance Act of 1961 
as amended, I hereby authorize a Commodity Import Program for the 
Government of Seneg3l (GOS) involving planned obligation in an 
amount not to exceed $5.0 million in Economic Support Funds over 
a one year period from the date of authorization to provide 
foreign exchange to help overcome a serious balance of payments 
problem, and to use the local currency generated under this 
program to assist farmers and families by maintaining, improving 
and upgrading rural feeder roads. 

2. Up to $2.5 million from this $5.0 million will be utilized 
under the "Direct Reimbursement" procedure to permit rapid 
disbursement of funds. Simultaneously, the standard financing 
CIP program will be implemented for the remaining $2.5 million. 
(Any funds not used under the "Direct Reimbursement" procedure 
will be added to the standard financing portion of the Program.) 

3. The Agreement, which may be negotiated and executed by the 
officers to whom such authority has been delegated in accordance 
with A. I. D. regulations and Delegations of Authority, shall be 
subject to the following essential terms and covenants and major 
conditions, together with such other terms and conditions as 
A. I. D. may deem appropriate. 

a. Source and Ori In of Goods and Services - Except for ocean 
shipp ng, goo s an serv ces nance 'J5'Y"7\. I. D. under this 
project shall have their source and origin in the United 
States (Code 000). Ocean shipping financed by A.I.D. under 
the Program shall, except as A.LD. may otherwise agree in 
writing, be financed only on flag vessels of the United 
States. 

b. Conditions Precedent - Apart from the standard Conditions 
Precedent (CPs) normally contained in program grant 
agreements, the Agreement shall contain CPs to disbursement 
in substance as follows: 

1. No disbursement of dollar funds will be made until 
execution of a Standby Agreement between the International 
Monetary Fund (IMF) and the Government of Senegal (GOS) for 
Fiscal Year 1983-84. 
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2. No disbursement of local currency (counterpart
funds) will be made until the joint GOS/USAID 
management committee is established and functioning. 

3. No disbursement of local currency (counterpart 
funds) will be made until the GOS's matching
contribution to the World Bank's contribution to its 
Road Maintenance Fund for the summer and fall of 1983 
has been deposited as provided for under the Fifth 
World Bank Loan. 

4. No disbursements of local currency (counterpart
funds) will be made until the GOS Public Works 
department has prepared a plan for the implementation
of the rural road maintenance, improvement and 
upgrading program, including the availability of 
resources, eqUipment and personnel, plus a detailed 
description of the equipment to be used. 

c. Covenants - The agreement shall set forth undertakings
provIded in substance as follows, except as AID may 
otherwise agree in writing: 

1. The GOS covenants to reduce by 10% the deficit of 
the Price Equalization and Stablilizaton Fund (Caisse
de Pereguation et de Stabilisation des Prix). 

2. The GOS covenants to reduce outstanding seasonal 
agricultural credit through a reimbursement of 10 
billion CFA francs (eqUivalent to $28 million) to the 
Central Bank. 

3. The GOS and AID covenant to select targets from 
the IMF 1984-1984 Standby Agreement which are relevant 
to the agricultural sector for performance monitoring. 

4. The GOS covenants to regularize financing of the 
road maintenance fund so that there are sufficient 
funds to maintain the road network's maintenance 
budget (including rural roads) over the next three 
years, and give priority to maintenance over the 
bUilding of new roads. 

1\
 
l 
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5; The GOS and AID covenant to assure that the joint 
management committee will consider the technical and 
economic studies prior to selecting road segments for 
maintenance and upgrading. 

Clearances as shown on Action Memorandum 
Q..~, 

USAID/Senegal:VBrown:6/17/83:632-8242:0431M 



I'MD Team 

Joel E. Schlesinger, VSAID/Dakar 
Team Leader, Project Development Officer 

Vincent R. Bro~n, DEVRES 
Technical Coord IIlHtll[ and Pl'incipal Drafter 

Jacqueline R. Damon. U::AID/Oakar 
Hacroeconomist 

C.	 Hartin Hebber, Louis Berger Internatiollal, Inc. 
Roads Economist 

l1oh.1mmcd Oiouf. Lonis lJcrecr lnturnntional, Inc. 
Civi I Engineer 

Bnrnabas Hoslt:>y, USAln/Oakar 
Engineering Officcr 

Judi Shanc, USAID/DHkar 
Supply Management Officer 

Belinda Barrington, USAIO/REOSO/WA 
Legal Advisor 

Joy \1. Lucke, US/,In/nakal' 
Admini·itrative Coordinator 

lalick	 Sy, LJSAID/Dilk;,r
 
Administrative As&i~tant
 

Advisors to PAllO Team 

Peter	 J. Ilar,illl, AID/H 
Off ice of COllllllod i l \' "',111i1gl~mcnt 
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t. PAAD HO. 

685-0262 
I. COUNTRY 

Senegal 
•. CAT~GO"Y 

Commodity Financing - Direct Reimbursement 
Prnf'edures"n,1 " 

t. DATa 

I. ave CHAHGI: NO, 

F.S. Ruddy, Assistant 
• ove II4CREAIEAdmini"",o" Bu,enu OJrjiO. 

~-:vi~-:O~~~~-lXit:;;P- t~ '''' BE ''''K[N ,.·HOM' 

Economic Support Fund ____USAIDLS-cJJf'Z£tL 
.~-- -----­

t . .a.PPHQ"AL. HEQuEITEO 'OR COMMITM&::'UT OF 10. APPROPRIATION _ Al..LOT"'INT 

S 5,000,000 
----~----------------- ­ lJ..1. TYPE 'UNO'NO "COC.c CURRE"CY ''''''''OE''""T un".TEO OECIYI.. , PIR'OOII'" T"A"IACT'O" Ic,G'BIC,TY

July 1982 - Scpt.84 OATI July 1982 
~ J.~o"" [X) G~~N (-~~~~~~: ~~!-_~~M_·":-L·.l~~.._~_ ------_._----
II. CO"" ...OOI'I[S "''''''HeLO 

Commodities declared el igible under the AID Conunodity Eligibility Listing
 
will be eligible for A.I.D. financing.
 

'I:.:~~~~~~~';~.-~~~~~--=-----~----=~~=-I"~~'~I~~T-E~~~~'OQO 
I:..'~,~.~~~~:____ Indu ..~!..d_C,.unl" .. : $1,000,000 
.!..'~~~---SL,J)OO~OQQ__(5ce_ parD 2 beJ ow) 1.0:..:c"'0:.:.1:_____ _ _ 
COlh: O.h.,·-------_. -- ------ "-'~--- --------- ­
-- - - ~- .. -.- ---- ~._---- - ----- ------_._----
II su.... IoIlAn' OLse nlpT lOti 

This grant represents U.s. Assistance to the Government of Senegal to make 
available foreign exchange in order to help overcome a serious balance of 
payments problem. It is part of a joint donor effort led by the IHF and 
IBRD, along with other donors, to help Senegal face up to critical temporary 
ilnd structural economic problems. The proposed grant will provide foreign 
exchange for essential private sector imports, direct reimbursement and 
relatl'd tpchnical services to be agreed upon by the GaS and AID. 

Local currency generated by use of this grant will be used to assist the 
GaS in maintaining its feeder roads network which is critical to agricultural 
development. While the main thrust is in routine !md periodic rural road 
maintenanc~, some upgrading of existing feeder roads will be done in 
specific support of joint CaS/USAID rural development projects. 
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PAAD - FACESHEET, Cont. (685-0262) 

A grant to the Government of Senegal is hereby authorized in the amount 
of $5,000,000 for financing private sector imports direct reimbursement 
and	 related technical services, subject to the following terms and 
conditions: 

1. Procurement of goods, insurance and technical services will be 
restricted to AID Geographic Code 000 <U.S. only) source and origin. 

2. Funds from this grant may be used to finance marine transportation 
services from Code 899 countries, as justified in Annex J, Ocean Freight 
Waiver Request. 

3. Technical assistance may include, but not be limited to, installation 
0~ erection of AID financed equipment or the training of personnel in the 
maintenance, operation and use of the equipment, not in excess of 25 
percent of a particular total purchase contract. Regulation I will not 
be applicable to the procurement of technical assistance services. 

4. Commodities procured under this grant may not used in the production 
of sugar products, palm oil or citrus products. 

5.	 The liIinimum transaction value shall be est ....blished at $10,000. 

6. USAID/Senegal is ~iven the authority to sign and issue Implementation 
Letters and Commodity Procurement Instructions for this grant, and to 
approve/disapprove all transactions to be financed under this grant. 

Two procurement and financing procedures will be implemented simultaneously 
under this grant: 

1.	 Thn direct reimbursement procedure, for a maximum of $2.5 million, 
will cover purchases already paid for with Senegal's FX, retroactive 
to July 1,' 1982 (GOS's FY83) , to allow for quick disburse~ent of funds for 
balance-of-pa)~ents deficit: 

2.	 Simultaneously, the standard financing procedure will be implemented, 
according to the schedule outlined in this PAAD. 
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I. EXECUTIVE SUMMARY AND RECOMMENDATION 

A. The Request 

The Government of Senegal (GOS) has requested program assistance in the 
amount of $5.0 million to help meet its immediate balance of payments 
requirements, and requested that the local currency (l/c) generated by the 
grant be utilized for a program of rural road maintenance and upgrading of 
selected rural rouds in areas where the GOS and the USAID are undertaking 
joint development activities. Maintenance of Senegal's feeder road network in 
a satisfactory condition i9 a sine qua non to the execution of its Rural 
Development program. $2.5 mi llion of the $5.0 million is for a general 
Commodity Import program (CIP), and $2.5 million is to finance Direct 
Reimbursement for imports from the United States to Senegal which were made 
since July I, 1982 (Senegal's fiscal year 1982/83). The $5.0 million 
equivalent generated in local currency will be used for the rural road 
maintenance and Improvement activity mentioned above. 

B. Background 

Senegal is a moderate, nonaligned democracy of six million people with a 
high dependency ratio (slightly below 1:1) reflecting a very young 
population. With a population growth rate at 2.8%, and a per capita income in 
1980 of $/150, it falls within the UN category of low income countries. 
Geographically and strategically, it is the closest of the African States to 
the Americas with the best harbor, airport, communications and road network in 
West Africa. Its mature, centrist approach to international affairs has 
earned It the esteer.l of many Third World, Arab and WeHtern nations including 
the United StateH, giving it an influence in international forums far beyond 
its size. 

(Section \'Ill provides more information on the overall political scene, 
the GOS economic constraints, and the U.S. assistance strategy for Senegal.) 

C. Unill1.lnced n~llance of Payments Deficit 

Senelj;I1's current account deficit is projected to be $35 /• million in 
1983. To offset this deficit the GOS is hoping for some $234 million in IMF 
drawings; Arab and French exceptional support and other net official capital 
inflows. Thls leaves an unflnanced current account deficit of Sl19.9 
111111 on. Tilerefore, a U.S. contribution of $17.25 million ($5 million (this 
Pfu\D) , $4.25 mlillon SDF,I and ~R million Title III) would make a 
si gn i fican t con t rl but ion tot he bal.1 nce 0 f payment s, rep resent i ng 14% a f the 
as yet un financed portion of the current account deficit. The outlook for 
1984 lS even mor~ difficult since the flows of assistance from some of the 
major Jonors are likely to be less favorable. Therefore, the need for this 
$5.0 million In program assistance I~l urgent. Given Senegal's heavy debt 
servlclng burden, the fact that the funds provided by AID under this PMD will 
be a grant, is particularly valuable. (Section IV.3~e), "Macroeconomic 
Justification," describes this situation in detail.) 

1 The full SOP PAAD is for ~5.0 million, of which $0.75 million has been set 
aside for two Technical Assistance studies, so the amount of direct balance of 
payments support Is $4.25 million. 

2 $1 ~ 350 CFAF. 

I 

II' 
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D. Other Donor Support 

In addition to its own self-help efforts, Senegal has sought and received 
encouraging support from multilateral and bilateral donors (including the IMF, 
World Bank, EEC, UN, France, Arab countries, United States, and Germany.) 
Donors have been forthcoming in part because the assistance has been provided 
within the framework of Senegal's Economic and Financial Reform Plan ("Plan de 
Redressement") which was introduced by the GOS in December 1979. (Donor 
coordination meetings, Bp onsored by the Senegalese government and the World 
Bank, have provided a forum for coordinating al1d facilitating donor 
assistance.) The USAID has been a full member in these policy consultations 
with the GOS and has played a supportive role in helping guide the 
Government's economlc policy formulation and execution. 

Donors will be focusing on Senegal's self-help efforts in the coming 
months, and the degree of support by the major donors will be linked to the 
Government's performance. 

E. Program Assistance Description 

The USAID has been asked to expand its help from project assistance and PL 
480 food p roduc ts to inc lude program ass is tance. Program assistance is a form 
of help which can be used to meet urgent balance of payments needs by 
providing ~ssential imports (in this case a standard financing program of 
general commodities of $2.5 million, and direct reimbursement up to $2.5 
million for commodities imported from the U.S. during GOS fiscal year 
1982/83.) Informal talks wIth members of the local business community who 
import from the United States have been very positive and no difficulty is 
envisaged in importing the commodities from the U.S. Both methods are 
expected to prOVide prompt balance of payments relief in late 1983 and early 
1984. 

These two methods of assistance will generate the equivalent of $5.0 
mi Uion in eFA francs (CFAF). The governr4ent has asked that these funds be 
u!ied for rllral road maintenance and improvement to be carried out concurrently 
with the World Bank Fi fth Iligll\~ay loan which will be exclusively for 
maintenance of Sengal's road network. The two programs have been coordinated 
so that they arc complimentary and mutually reinforcing. Rates of return on 
the roads to be improved run from 12% to over 30% with returns on straight 
maintenance much .hip,her. Should there be any additionnl foreign exchange 
C.osts incurred by the increased activity (e.g. for additional road working 
equipment), funds are available under the loan now being negotiated with the 
World Bank and from German sources. Thts is not expected to be a major 
requirement since private contractors will be used for 25% or more of the work. 

F. Program Assistance Benefits 

Senegal will benefit from the program assistance provided under this PAAD 
in the following way; 

Commodities needed by the Senegalese economy and financed by the U.S. 
under this genernl Import program of $2.5 million will be brought in 
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by the local business community thus saving the GOS foreign exchange 
and generating an equivalent amount in local currency needed to 
finance the rural road maintenance program mentioned above. 

Foreign exchange ($2.5 million in U.S. dollars l ) will be provided 
under the direct reimbursement procedure described above, and will 
generate an equivalent amount of local currency. 

Local currency generated will go to meet a tight GOS budgetary 
situation and will assure that adequate funds are available over the 
next two years for maintenance of the entire classified rural road 
network of 728.5 kilometers. The activity will also provide the 
funds for the upgrading of 353.5 kilometers of existing feeder roads 
that directly relate to rural development activities undertaken 
jointly with the GOS. Close coordination with the World Bank in the 
development of this project assures its complimentarity with the 
Fifth Highway Loan now in its final stages of negotiation. 

To help assure that the total road network will have adequate maintenance 
funds, the Grant Agreement will contain a condition precedent that no money 
will be released from the Special local currency Account for this activity 
until the GOS has deposited its share (50i.) of the Road Fund. Actual payment 
is due by the end of August 1983. The Rural Public Roads department will be 
required to submit, prior to disbursement of the local currency funds, an 
annual plan and budget acceptable to the USAID with due attention to how the 
Government plans to meet the equipment needs. In addition, a covenant will be 
included under which the Goverment undertakes to "make all reasonable efforts 
to regularize the f inancinE of the road maintenance fund so that there are 
suff icient funds prOVided annually to maintain Senegal's road network in a 
satisfactory condition, and that these budgetary provisions, over the next few 
years, will take priority over the building of new roads be they primary, 
secondary or feeder." 

The econo~ic evaluation of this activity performed by an economist and 
engineer from Louis llerger International states: "The project is economically, 
technically and organizationally sound. It will permit the full realization 
of development projects, allowing corresponding increases in agriculture 
production. Improved and properly maintained roads will end the isolation of 
villages otherwise cut off from markets, services, supplies, etc., especially 
during the rainy season. Vehicle operation costs will be reduced. The need 
for large investments for infrastructure renewal will be delayed and the cost 
reduced." (See Section V and Annex G for a detailed description of this 
activity.) 

G.	 Recommendations 

USAID/Senegal recommends approval by the Assistant Administrator for 
Africa of this request for program. assistance from Economic Support Funds in 
the form of a grant of $5.0 million. Of this amount $2.5 million will be 
direct reimbursement of commodities imported from the U.S. during Senegalese 
fiscal year 1982/83, and $2.5 million will be for a commodity import program 
with standard financil18. 

1	 For items imported during GOS fiscal year (1982/83) 
(July I, 1982 to June 30, 1983). 

'7 I 

'1/ 
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II. AIO/W INSTRUCTIONS AND QUESTIONS 

Instructions for preparation of this ESF PAAD were received by the USAID in 
State 257886 (Section 6 to M) dated 3/3/83, and State 040289, dated 2/11/83. 
Both telegrams are reproduced in Annexes 0 and P for ready reference. 

The USAID in Dakar 5345 dated 3/8/83 selected Option Number 2 which proposed 
submission to AID/W of two PAAIJ' s of $5.0 million each. One is to use 
ESF-financing with general commodity imports (this PAAD) and the other is to 
use Sahel Development Funds to finance a Fertilizer Commodity Import Program 
(CI P). Local currency (or counterpart) generated in both cases would be 
placed in a special counterpart account at the Central Bank and would be used 
to support Senegal's long-term development program for specific activities 
approved by the joint GOS/USAlD lOcal currency Hanagement Committee flet up for 
this purpose. There follows a list of points and questions raised in the two 
telegrams from Washington ....ith appropriate comment. 

A. AIV/W: The $10.0 million in SDF and ESF funds ($5.0 million each) would 
be to provide immediate balance of payments relief and to achieve support for 
key reforms being considered during next year. Local currency generations 
would result in a pool of resources to support activities requiring local 
currency financing. 

Response: Senegal's balance of payments deficit is critical, and the GOS, 
1:-IF, and World Bank have all suggested to the LTSAID that a larger share of its 
us!;istance to Senegal be in the form of program assistance (or nonproject 
assistance as it is sometimes called). This assistance will also support key 
reforms considered as part of the Goverrunent's Economic and Financial Reform 
Plan ("Plan de Redressement") and its agreements with the IMF and the World 
Bank. The balance of payments relief provided by the general commodity 
imporLs and direct reimbursement of past imports from the U.S., plus the local 
currency generated under this PAAD will be used to support Senegal's long-term 
development goals and encourage specific policy reforms at the sectoral level. 

B. AID/W: A macroeconomic analysis is required for both programs justifying 
the need for $10.0 million in foreign exchange assistance, placing the reforms 
in the context of the nlF/World Bank/GOS program, and summarizing the 
objectives of the ~lan. 

Response: The macroeconomic justification (See Section IV below) shows 
that the estimated unfinanced current account deficit in 1983 will be $119.9 
million after deductions from all sources. Therefore, the total of U.S. 
program assistance of $17.25 million, including PI. 11 80 Title III, will 
constitute lIll. of the as yet unf inilnced portion and is very much needed. This 
amount should assist the USAID in continuing its positive influence on the GOS 
in carryi~ out ltl; Economic and Financial Reform Plan and encourllgi~ it to 
live up to its commitments to the nIl" ane! the I~orld Bank. 

c. AID/W: The ESF activity as approved for development of the PAAD would be 
iI $5.0 mUll on I if e-of -p rojec t DC t i vi ty. A Gene ral Commod i ty Impor t prog ram 
would be financed, and Eligible commodities ....ould be established by AID 
Handbook 15 Appendix B. A cautionary note relates to the need to identify 
commodities for which disburaemento can be quickly made, thereby producing 
immediate balance of payments relief. 
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Response: The ESF program is divided into two $2.5 million segments. In 
order to provide immediate balance of payments relief it is proposed to use 
the direct reimbursement procedure for up to $2.5 million for importa from the 
United States made during GaS fiscal year 1982/83 (i.e. 6/30/82 to 7/1/83). 
Government and local importers are very positive about the possibilities of 
obtaining the appropriate documentation from the Central Bank here. and the 
supplil!rs' certificates from the U.S. suppliers. 

Major local importers of commodities from the U.S. were contacted and they 
were optimistic about the prompt use of the $2.5 million for general imports. 
In 1981, imports were $42 million of which $27 million or 63% was for food 
products from the United States. The remaining $17.0 million offers an 
adequate margin for the ljuick use of the funds made available under the 
general import program. 

D. AID/W: It must be demonstrated that the local currency activities 
selectl!d are exclusively financed with local currency. The activities need 
not be described in detail; however. the mechanism for the review of the 
specif ic proposals, and the establishment of a segrated account must be 
described. 

Response: A joint GOS/USAID local currency (counterpart) Management 
Committee will approve th~ disbursements from the special local currency 
account based on specific activity proposals from the technical ministries 
concerned. The procedure and criteria for l/c project approvals is summarized 
in Section V.A. and described in detail in Annex G. This procedure will 
assure that nctivities approved by the Jolnt Committee will meet basic AID 
criteria for project selection. Even though the counterpart funds belong to 
the Government and AID environmental standards are not obligatory, copies of 
t he AID Env i ronmental lIa nd book will be made avai la ble to the members of the 
Joint Committee and the Committee Secretariat. Under this PAAD only one local 
currency activity is proposed -- Rural Road Maintenance and Improvement. (See 
Section III. E and Annex G for a detailed description). To the extent that 
any additional road workil~ eqUipment is needed. it will be financed from the 
World Bank Fifth Highway Lonn now in final stages of negotiation. This loan 
is exclusively for road maintenance. The GaS/World Bank project has been 
coordinated with this activity. Equipment already exists at the regional 
level and 25% of the work is done via private contractors. 

E. AID/W: Hission should relate ESF proposal to entire reform package to be 
subject of negotiation with the Gov.ernment of SenegaL Negotiatiom; should 
not be compartmentalized by assistance instrument. 

Response: USAID agrees completely with this point. Negotiations at both 
the technical and ministerial level refer to the entire program assistance 
package for 1983 of nonproject assistance: ESF (this PAAD) $5.0 million; SDF 
(Agriculture Development Assistance), $5.0 million; and Title III, $8.0 
million. Total $18. a million. l 

1 While total assistance is $18.0 million. from a balance of payments 
standpoint the finure of $17.25 is used since $0.75 million of the SDF grant 
is earmarked to finance two technical assistance projects which are not 
considered direct balance of payments support. 
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III. PROGRAM ASSISTANCE DESCRIPTION 

The Government of Senegal (GOS) has requested program assistance in the 
amount of $5.0 million to help meet its immediate balance of payments 
requirements, and requested that the local currency generated by the grant be 
utilized for a program of rural road maintenance and upgrading of selected 
rural roads in areas where the GOS and the USAID are undertaking joint 
development activities. Haintenance of Senegal's feeder road network in a 
satisfactory condition is a sine qua non to the execution of its Rural 
Development program. $2.5 million of the $5.0 million is for a general 
Commodity Import program (CIP), and $2.5 million is to finance Direct 
Reimbursement for imports from the United States to Senegal which were made 
since July I, 1982 (Senegal's fiscal year 1982/83). The $5.0 million 
equivalent generated in local currency will be used for the rural road 
maintenance and improvement activity mentione~ above. 

(Section VIII provides more information on the overall political scene,
 
the GOS economic constraints, and the U.S. assistance strategy for Senegal.)
 

A. Backl'..round 

Senegal is a moderate, nonaligned democracy of six million people with a 
high dependency ratio (slightly below 1:1) reflecting a very young 
population. With a population growth rate at 2.8%, and a per capita income in 
1980 of $450, it falls within the UN category of low income countries. 
Geographically and stt"ategically, it is the closest of the African States to 
the Americas with the best harbor, airport, communications, and road network 
in West Africa. Its mature, centrist approach to international affairs has 
earned it the esteem of many Third World, Arab and Western nations, including 
the United States, giving it an influence in international forums far beyond 
its size. 

Agriculture, including fishing, is the prime sector of the economy. While 
agriculture only accounts for 307. of Gross Domestic Product (GDP), 707. of 
Senegal's population lives in the rural areas and produces more than half of 
the total export earnings (mainly groundnut8). 

While literacy of the adult population is around 10%, Senegal has a broad 
ever-deepening nu'cleus of well-trained civil servants and technicians which 
gives the country subgtantial capacity to utilize economic and technirnl 
assistance and to put into effect devclcpment programs. 

Senegal has a modest but active private sector of encouraging potential, 
and has been developing its tourinm and marketing of winter vegetables in 
Europe. It has made su~stantial effortg in recent years to develop its major 
mineral resource--phosphatc. In 1984, a privately run, world-clasR fertilizer 
facility w111 come on !ltream using the locally-mined phosphate, and mixing it 
with imported sulfur to make Diammonium Phosphate (DAP) and Triple Super 
Phosphate (TSP). While the complex is mainl. for export, part of the 
production will be sold on the domestic market. 

As pointed out in the Country Development Strategy Statement (CDSS) for FY 
1985, Senegal is in substantial balance of payments difficulties. Senegal's 
current account deficit is projected to be $354 million in 1983. To offset 
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this deficit the GOS is hoping for some $234 million in IMF drawings, Arab and 
French exceptional support and other net official r.apita1 inflows. This 
leaves an un financed current account deficit of $119.9 million. In addition, 
in 1984, the sltu3tion is likely to worsen, since interest payments, put off 
in the 1981/82 debt rescheduling exercises, will begin to come due. Senegal's 
foreign exchange rescrves are almost nonexistent. While they r0ge from $7.6 
million (3 day supply of imports) in 1981 to $8.6 million in 1982, clearly 
Senegal cannot rely on its reserves to finance a deficit of this size. ~lile 

the West African Monetary Union (WAMU) allows Senegal to continue to function 
as long as it has CFA francs (CFAP) to buy foreign exchange in French foreign 
exchange markets, in practice WAMU has penalties for exceeding overdraft 
ceilings and crcdit restrictions which limit the use of this facility. Net 
foreign capital inflows in recent years have been modest and insufficient to 
offset the BOP gap. Therefore, balance of payments' support is vital. 

USAID's proposed package of $17.25 million in 1983 in program support 
(SDF, $4.25 millioni l ESF, $5.0 millioni and Title III, $8.0 million) is 14% 
of the unflnanced portion of the projected 1983 balance of payments deficit of 
S119.9 million, a signi ficant amount from the Government of Sencgal's (GOS) 
point of view. The grant terms of the program aid arc also of major 
importance due to Senegal's current debt problems. The GOS has had some 
difficulty meeting the targets set out in the IMF Standby Agreemenc for 
1982/83. Neither the I~F nor the World Bank have released the funds rcmaining 
under the Standby arrangement and the Structural Adjustment Loan 
respectively. The IMF and GOS have decided that the 1982/83 st~ndby cannot be 
completed as scheduled and are currently working out a new agreement for the 
GOS's 1983/84 fiscal year which begins July I, 1983. (The above points arc 
discussed in more detail in Section IIIC below and in Section IV, 
Macroeconomic Justification.) 

In addition to its own self-help efforts, Senegal has sought and received 
encouraging support from multilateral and bilateral donors (including the IMF, 
World Bank, EEC, UN, France, Arab countries, United States, Bnd Germany.) 
Donors have been forthcoming in part because the assistance has been provided 
within the framework of Senegal's Economic and Financial Reform Program ("Plan 
de Redressement") which was introduced by the GOS in December 1979. Donor 
coordination meetings, sponsored by the Senegalese Government and the World 
Bank, have provided a forum for coordinating and facilitating donor 
assistance. The USAlD has been a full member in these policy consultations by 
the GOS and has p.layed a supportive role in helping guide the Government's 
economic policy formulation and execution. 

It it! within the context of this policy dialogue that the USAID has 
been Bsked to expand its help from project assistance and PL 480 Titlc III to 
lnclude program assistance. This is a form of aid ....hich is most helpful in 
meeting urgent balance of payments needs and in providing local currency (lIe) 
(counterpart funds) required to carry out essential programs in the 
agriculture/rural sector--activities which are basic to implementation of 
Senegal's Reform Plan and achieving its long-term development goals. 

1 $0.75 million of the $5.0 million of SDF funds will he used for two 
technical assistance studies, and is not considered direct balance of payments 
support. 
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B. Program Benefits Summary 

1. .l'enegal bene fi ts from the program ass is tance provided under this PAAD 
in the fcllowing ways: 

a. Balance of payments support will be provided in two ways. 
Commodi ties, needed by the Senegalese economy and financed by USAID under the 
general import program of $2.5 million, will be brought in by the local 
business community thus saving the GOS foreign exchange. In addition, foreign 
exchange, up to $2.5 million, will be prOVided under the Direct Reimbursement 
procedures for imports from the u.S. in 1982/83. 

b. Local currency. Both the general import and the direct 
reimbursement programs taken together will generate counterpart in the 
equivalent of $5.0 million. The local currency so ge"'~rated will be utilized 
for a two year program of rural road maintenance (728.:> km.), and upgrading of 
rural roads (353.5 km.) in areas where the GOS and the USAID have joint 
development activities. l1aintenance of the nation's feeder road system is 
essent ial to progress in the rural areas 0 f the economy. 

2. USAID benefits from the program assistance provided under this PAAD
 
in the following ways:
 

a. Hacroeconomic policy level dialogue as it continues between the 
GOS and USAID will become more meaningful with the provision of this 
$5.0 million In balance of payments support, es~ecially when taken in 
conjunction wah the other forms of program assistance (SDF Agriculture 
Development Assistance PAAD, $4.25 millionl and Title III program, $8.0 
million) totaling $17.25 million or 14% of the un financed portion of the 
balance of payments gap. The USAID supports GOS efforts to carry out its 
Economic and Financial Reform plan ("Plan de Redressement") as well as the 
need for the GOS to 11 ve up to its commitments to the IMF. 

b. Sectoral level influence is important since the $5.0 million in 
local currL'ncy will prOVide resources that otherwise would not have been 
available. This aspect is relevant in the case of rural roads. In the past 
several years, the Government has been unable to finance adequately the 
maintenance of its rural road network. This local currency activity will 
represent over 8%. of the rural road maintenance budget and 75% of the funds 
allocated for improvement of existing feeder roads. A major policy point Wi~l 

the Government will be the necessity to regularize the financing of the road 
maintenance fund so that there are sufficient funds provided annually to 
maintain Senegal's road network (including rural roads) in a satisfactory 
condition, and that these budgetary provisions, over the next few years, take 
priority over the building of new roads be they primary, secondary, or 
feeder. (A covenant is planned for the Grant Agreement on the above policy 
point). In addition, to help assure that the Government's self-help efforts 
are forthcoming, a condition prec~dent to disbursement of the local currency 
will be its deposit in the Road Maintenance Fund of its matching contribution 
to that of the World Bank. (Note: The loan agreement for the new Fifth 

1 Since $0.75 million of the $5.0 million SDF PAAD is for two technical 
assistance studies which are not considered as direct balance of payments 
support, $4.25 million is shown as the SDF amount. 
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Highway Loan with the IBRD. now in the final stages of negotiation. calls for 
a deposit of $400 million CFAF by the World Bank in the Road Maintenance Fund 
this summer. with the GOS's matching contribution due in late August. early 
September 1983.) 

Other management requirements in advance of disbursement will 
include an annual budget and work plan inc1udin& the sources of equipment for 
the program. This form of assistance provides entry into ~he planning and 
budget aspects of an essential activity which would otherwise not be 
considered appropriate. (Section E. below and Section V, "Use of Local 
Currency", describe the activity and its benefits to the Senegalese economy in 
more detail. 

C. Balance of Payments Support and Related Reforms 

1. Conclusions 

Section IV. "Macroeconomic Justification," analyzes the current 
economic crisis, corrective measures which have been introduced, donor support 
for these corrective measures, and the prospects for economic recovery. 

a. The combined impact of adverse external factors (e. g. drought. 
unfavorable world prices for major exports, increases in prices of key 
imports) and inappropriate governm~nt policies (e.g. consumer subsidies. 
extensive foreign borrowing, low interest rates, low prices for domestically 
produced agriculture products) led to the emergence of a serious economic 
crisis in 1978. 

b. The economic crisis continues to persist despite concerted 
efforts on the part of the GOS to take corrective action due to certain 
structural factors such as: over-dependence on too few exports, reliance on 
imports to satisfy currency consumption needs, declining world prices for 
peanut oil as acceptable and less expensive substitutes emerge (e.g. 
sunflower, soybean, and rapeseed oil), the low return on investment. and high 
labor costs in the mod~rn Qprt0r. 

c. The GOS, since the introduction of its Economic and Financial 
Reform Plan in December 1979, has made impressive strides in implementing 
corrective action particularly with respect to: containment in the rate of 
growth of current. expenditures in the government budget, the introduction of a 
more restrictive credit policy, the adoption of a new foreign trade policy, 
the progressive decontrol of price's and the increase of prices paid to 
domestic producers of agriculture products. 

d. In the course of efforts to correct its economic difficulties, 
Senegal has benefited from considerable external support from the IHF. World 
Bank and Arab and OECD donors. Figures for 1981 would seem to indicate that 
the largest donor group of concessional assistance consist of DECO countries 
providing $301.4 million, then Arab donors providing $152.5 million and last 
multilateral donors providing $70.3 million. 

e. Preliminary estimates show a marked decline in external support 
for 1982 and 1983 due tOI (1) a loss of eligibility for export stabilization 
compensation from the EEC and IMF (2) a tighter liquidity situation in leading 
Arab donor countries as oil prices and world demand continue to weaken (3) 
increasing economic difficulties in France. Senegal's leading donor. 
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f. Prospects for economic recovery will depend heavily on GOS 
political will and determination to proceed energetically with its medium-term 
program for economic and financial refol~. However, it is clear that: (1) 
economic stabilization is likely to take considerably more time than 
originally anticipated (2) stabilization remains the most urgent task facing 
Senegal today; and (3) given the necessary pace of adjustment, substantial 
external assistance is both warranted and required over the next three to four 
years. 

g. The GOS, in recognition of the importance of pursuing economic 
adjustment, is in the process of negotiating a new 1983/84 Standby arrangement 
with the IMF. It is expected that agreement will be reached in July or August 
with presentation to the IMP Executive Board in September. 

2. Background 

On the halance of payments side: 

the economy has tended to be increasingly dependent on imports 
to satisfy current consumption needs which have no offsetting 
impact through an increase in domestic productive capacity; 

the external terms of trade for Senegal have deteriorated since 
1975 more quickly than on average for oil importing developing 
countries as a group and it would appear that this tendency has 
accelerated since 1982; 

the overall halance of payments de ficit continues to increase 
despite recent improvements in the trade balance due to a 
decline in capital inflows from $208 million in 1980 to a 
projected $138 million in 1984; 

an inc reas i ngly imp ortant i tCI1l in the balance 0 f payments is 
interest payments Gii outstanding debt which will have grown 
(taking into account projections for 1984) at an annual average 
rate of 17% over the period 1980-1984, despite successful debt 
reschedulings in 1981 and 1982 and assuming an additional debt 
rescheduling in 1983. 

With respect to the public finance situation: 

the GOS has not been able to increase receipts substantially in 
recent years despite comjlliance with IMF recommendations for nf:." 
tax measures; 

the largest item in public expenditures is public sector wages 
and salaries whose short-term compression will be difficult due 
to severe pressure on the government to act as an employer of 
last resort; 

since 1981 an increasing drain on the expenditure side is the 
cost of maintaining a subsidy of about 30r. to peanut farmers 
(estimated at about $33.6 million in 1981/82 and projected to be 
about $66.3 million in 1982/83). 
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3. Major features of the GOS Economic and Financial Reform Program 

The GOS medium-term Economic and Financial Reform Program continues 
to provide a sound basis for economic recovery in Senegal. The program 
outlines reforms designed to affect 1) the public finance situation 2) the 
balance of payments 3) price and wage levels 4) investment and 5) the 
agriculture sector. 

a. To rectify the public finance situation the GOS has undertaken 
to: maintain the rate of growth of current expenditures below that of current 
revenue, reduce the share of outlays on personnel and reduce the role of 
public enterprises in the economy and improve their financial management. 

b. To prevent further deterioration in the balance of payments the 
reform program calls fori the introduction of a more restrictive credit 
policy, the adoption of a foreign trade policy characterized by the 
progressive introduction of subsidies on nontraditional exports and fiscal 
duties on imports, and increasingly restrictive ceilings on new external 
borrowing. 

c. With respect to prices and wages the GOS is commited tOI the 
progressive decontrol of prices (largely completed), the fixing of producer 
prices at the highest level possible and the containment of wage level 
increases. 

d. The investment targets in the program are clearly unrealistic 
and are currently being revised downward. 

e. A comprehensive program of agriculture policy reforms designed 
to: increase production, reduce costs, improve farmer participation and 
encourage the role of the private sector is included. Progress has, however, 
becn disappointing due to difficulties experienced in altering institutional 
arrangements and winning acccptance from powerful groups in the rural sector. 

4. Policy dialogue and reforms 

In the context of discussions with the IMF and the World Bank and 
taking advantage of USAID's substantial field presence to maintain a 
continuing dialogue with the GOS, USAID has demonstrated its full support for 
Senegal's efforts to implement its. Economic and Financial Reform Program. It 
is the Mission's view that the most effective means of pursuing this course is 
by seeking regular consultations with the IMF and World Bank on the types of 
macroeconomic reforms which are compatible with political stability in Senegal 
Rnd as appropriate tying U.S. program assistance with GOS acceptance of an IMF 
standby or cxtended facility agreement. 

Recent evidence clearly demonstrates that the GOS must accelerate its 
efforts to implement economic reforms at the macro level in order to reverse a 
deteriorating trend in both the balance of payments and public finance 
situation. If important mcasures to check imports and government expenditurcs 
are not made urgently then Senegal may be facing a more critical situation 
next year, particularly in view of an expected decline in exceptional balance 
of payments nid. Hence, USAID/Senegal believes that it is necessary to make 
ESF and SDF program assistance ~onditional on GOS agreement with the IMF on a 
1983/84 standby arrangement. The IMF is currently adopting a politically 
realistic but firm approach in its negotiations with the GOS. 
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D. Commodity Import Program and Direct Reimbursement 

Essentially two forms of balance of payment support are envisaged under 
this PAAO. The first is a general commodity import program of $2.5 million 
which will be worked out with Senegalese importers--in particular those who 
have had previous imports from the U.S. U.S. trade statistics for 1981 
indicate that Senegal's imports from the U.S. were $42.0 million or 8% of all 
GOS imports. U.S. import needs for 1983/84 are expected to be at least equal 
to the 1981 figures. Some $27.0 million of this was food imports ($11.5 
million financed under PL '.80 programs); this still leaves $15.0 million in 
nonfood imports from the U.S. or a comfortable margin for the $2.5 million in 
general commodity imports under standard financing rules proposed in this 
PAAO. Local importers contacted are very optimiBtic about the quick drawdown 
possibilities for imports under this program. 

The second method is designed to provide immediate balance of payments 
relief of up to $2.5 million through direct reimbursement of imports already 
made from the U.S. during GOS fiscal year 1982/83 (7/1/82-6/30/83). Contacts 
with importers and the Central Bank indicate that the documentation is 
available, and that major U.S. suppliers would be willing to cooperate in 
certifying the origin of shipments made during FY 1982/83. Under this system 
it is planned to have the documentation in, processed, and approved by January 
1984. (See Section VI, "Proposed Commodity Import Program," for 8 full 
analysis, and description of how the two methods will be implemented.) 

Local currency (counterpart) will be geoera:ed in the following fashion. 
for the general import program, the importer will be required to make a 
deposit of 25% of the dollar value of the letter of credit in local currency. 
The applicant bank will transfer these funds to the Special Account in the 
Central Hank set up for this purpose. The importer will be required to 
arrange for a bilnk guarantee for the remaining 75% payment which will come due 
sLx mont'ls after the shipping documents have been received. This six month 
delay in deposit of the remaining counterpart is designed to offset, to a 
degree, the added expense of shjppi~ a substantial part of the commodities on 
U.S. Flng vessels. It is expected that the first letters of credit will be 
opened in January 1984 with 25% of the l/c deposited, and the remaining 75% 
deposited by September 1984. 

For the direct- rci::,bll,se:nent. once the documentation has been approved by 
AIO/W, dollar checks for the amount approved (up to a total of $2.5 million) 
will be issued in the name of the Government of Senegal. The Government will 
be required to deposit the equivalent amount of local currency (counterpart 
funds) in the special local currency account set up at the Central Bank for 
this purpose as of the day the dollar check is received. 

E. Local Currency Use for Rural Road Maintenance and Improvement 

Local currency generated under this program, approximately 
$5.0 million in CFAF, will be utilized for maintenance and upgrading of 
Senegal's rural road network in the three main geographic areas of joint 
USAIO/GOS cooperation (i.e., the River Basin, Sine Saloum, and Casamance). In 
order to provide maintenance coverage for the full range of World Bank 
financed rural roads, some maintenance work has been included in the Thies and 



- 13 -

Louga regions as well. Local currency funding will provide for a two year 
activity under which a total of 1082 kID. of rural roads will be maintained, 
repaired, and upgraded. Some 728.5 km. will receive routine or periodic 
maintenance, and 353.5 kID. will receive upgrading. The latter group will be 
limited to rural roads which support specif ic development activities where the 
absence of upgrading would limit the economic return on the investments 
already made (e.g., irrigated perimeters, integrated rural development sites, 
etc.) • 

The GOS/USAID view this project as one of high priority in terms of 
essential rural infrastructure which must be maintained if the Government's 
overall agriculture development program is to be successful. Louis Berger, 
International, in its economic evaluation of this local currency project, 
visited all of the sites and calculated the cost benefit ratio for the 
individual sections of road to be maintained or upgraded. On upgrading, the 
economic rate of returns were from 12% to 36%. The rates were calculated 
conservatively, not including the substantial social benef its which would 
increase the value of the program Routine and periodic maintenance have 
higher rates of return. Louis Berger, International states regarding this 
activity: "The project is economically, technically, and organizationally 
sound. It will permit the full realization of development projects, allowing 
corresponding increases in agriculture production. Improved and properly 
maintained roads will end the isolation of Villages otherwise cut off from 
markets, services, Ilupplies, etc., especially during the rainy season. 
Vehicle operation costs will be reduced. The need for large investments for 
infrastructure will be delayed and the cost reduced." (See Annex G. for a 
detailed description and an"lysiB of this project.) The GaS and USAID concur 
fully with this assessment. 

It is expected that the program will be carried out under the Public Works 
Department using its Rural Roads Maintenance Brigades, its regional Public 
Works offices, and private contractors. As much as 25% will go to private 
contractors, largely small entrepreneurs. However, some of the more 
complicated work will involve some of the larger construction firms based in 
SenegaL 

Funds have been set aside to allow the Government to survey the priority 
needs for further rural road maintenance and improvement. While the current 
1082 kilometers has adequate back-up studies, any substantial additional work 
would require economic and technical studies. 

This project has been worked out in consultation with the World Bank which 
is in the final stages of negotiation for its Fifth Highway Loan with the 
Senegalese Government. The Bank project will be limited to maintenance of the 
existing road network. The principal thrust will be the care of primary and 
secondary road, with AID concentrating on Rural Road maintenance. 

F. Development Impact and Policy Change 

Specific benefits to the Government and the macro, sectoral and 
sub-sectoral effects are discussed in Section B above, entitled, "Program 
Benefits Summary", and spelled out in more detail in Sections C to E above 
describing the specific elements of the $5.0 million grant: BOP support, 
general imports and direct reimbursement, and local currency use. 
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The purpose of this section is to underline that program assistance is 
particularly effective, and can effect policy even though the amount provided 
may be relatively small in terms of the total foreign exchange requirements of 
Senegal or compared to other donor contributions. On the other hand, this 
amount may be very large in terms of the specific nctivity being supported. 
For example in the case of the rural roads maintenance and upgrading activity 
being financed under this project, it represents 16% of the total Road 
:'!aintenance budget and 66;: of the budget line items reserved for rural road 
maintenance and improvement. A major policy point with the Government will be 
the necessity to regularize the financing of the road maintenance fund so that 
there are ,;uff icient funds prOVided ,".nnually to maintain Senegal's road 
network (including rural roads) in a satisfactory condition, and that these 
bud;;etary proVisions, OVer the next few years, take priority over the building 
of new roads be they prim<lry, secondary, or feeder. (A coven.1nt is planned on 
this point in the Grant Agreement.) 

The staff level negotiations and Hinisterial briefings surrounding this 
PAAD have prOVided signif icant opportunities for a policy dialogue on the 
absolute budget priority required so that Senegal's road network can be 
maintained in order that the other investments in agriculture can be 
effectively utilized. Opportunities to encourage proper policy go beyond the 
rural rO<ld eler.1Cnt which is very important in and of itself. For example, in 
addition to the COVenant mentioned above, one of the conditions precedent to 
disbursement of local currency will be the deposit by the Hinistry of 
Equipment of its contribution to the Road Fund which covers the funding of 
road mainten,lnce in gener.d. Under the new Fif th Highway Loan being 
negotiated ""ith the \{orld Bank to allow the road maintenance to get off to a 
LI>;t start thi:; year, the \{orld nank will be putting 400 million eFAF into a 
revolving 1{0.1<1 Account in early summer with the GovermJcnt h.1vin,; il!;reccl to 
put up its share by August,'Septeober 1983. Future contributions by the Bank 
will hI' :).Iri p.bS'l on a matching b.1Sis with the GOS. This CP \.Iil.l not only 
help assure the GOS portion of the funding of road maintenance for the entire 
system, it will also hell' ensure the Government's contribution to this fund 
which include~; th·! il;~,uunts needed for ,;upport of our rural roads s",;ment of 
the total program. So the broild-bilsed n.llure of tl;(' resource transLer under 
this progra:u assistance grant (ESF) is providing opportunities that might not 
helve prl'sented thl!m;,elves (or would have been severely limited if the aid had 
only bepn ill the form of project assistance). 

By ils,;cmhlinc; all of the program or nonproJect assistance (ESF, this PAlID, 
$5.0 mlllion; SDF, $4.25 l1i11ion;1 and Title lII, $8.0 million) in the 1983 
pru!;ram, the LlSA!Il hilS a package of some ~17.25 million in proljram 
ilssist<lncc. This rp~resents 14% of the unfinanced balance o( payr.Jent gap. 
This (Jirect participation in meeting the foreign exchange needs has prOVided 
crede:ltials (or in-dl'pth talks with the GOS, HIF, and Horld Bank on Spnegal's 
strllclllr,ll problems. IHF economists have welcomed USAID's interest. Recently 
the U.S. Executive lHt:ector to the Fund was briefed on the situation in 
Senegal by the USAIIl macroeconomist. It is this cooperation and solidarity 
with the other donors which is helping persuade the GOS to take the difficult 
"belt-tighteni n,~" measures descri bed inSect ion IV below that are absolutely 
vital for the Selw;;alese Government. An example of this cooperatlon is the 
Condition Precedent in thir; Grant Agreement that makes disbursement of any 
dollar assistance under this PAAIl subject to the GOS working out with the IMF 
a Standby t\;reement for lYH3/8 If. 

1 $0.75 million of the $5.0 million is for two technical assistance studies 
which does not provide direct bcilance of payme~ts support. 
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Lastly, and perhaps most importantly, is the Government's perception of 
the U.s. as a reliable source of multi-year economic, technical, and food 
assistance continuing far beyond the one year life of project under this 
pAAD. It is this implied continual multi-year support of the Government's 
Economic and Financial Plan which has given, and continues to provide, the 
U.s. Mission with policy leverage over and above the amount of money provided 
for in this pAA!}. 

Therefore, the approval of this pAAD for $5.0 million, as well as the 
other elements of USAID's program assistance package, is essential to the 
successful continuation of this policy. 

G. Conditions Precedent and ~ovenants 

A~art from the usual statutory and administrative requirements, there 
follows a list of CP's and Covenants prepared especially for the draft 
agreement (See Annex C for the full text) proposed under this PAAD: 

"Section 2.1. Conditions Precedent to First Disbursement. Prior to the 
first disbu~sement under the Grant, or to the issuance of AID 
doclUnentati,.i1 pursuant to which disbursement will be made, the Grantee 
1,'111, except as the Parties may otherwise agree in writing, furnish to 
AID, in form and substance satisfactory to AID: 

«a) and (b) are standard). 

"(c) A procurement plan including the procedures by which all 
procure~ent financed under this Grant will be carried out, the 
criteria and procedures for determining importer eligibility and 
foreign exchange allocat ions. and the mechanism for publicizing 
procurement and making awards. 

(d) A written statement that the Grantee has sent a formal letter to 
the International Monetary Fund (IMF) setting forth its proposals for 
a IMF Standby Agreement for Senegal's fiscal year 1983/84, and 
written ,;onfirmation that this propOSitI is acceptable to the IMF." 

"Section 2.2. Conditions Precedent to Disbursement of Local Currency 
Generated 

(a) No funds will be released from the special local currency 
account to be established in the Central Bank until arrangements for 
a joint GOS/USAID Counterpart Management Committee have been 
finalized. (See Section 5.1 (a». 

(b) No funds will he released from the special local currency 
.1ccount (counterpart) until the road maintenance revolving account to 
he established wi th the assistance of the 140rld Bank under the Fifth 
Highway Project is operational. and the agreed upon matching 
contributions due in the summer and fall of 1983 have been deposited 
by both the Bank and the G05j 
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(c) No funds will be released from the special local currency 
(counterpart) account until the Public Works Department has prepared 
an acceptable plan for execution of the Project. with guarantees of 
equipment and personnel availablility. and detailed description of 
the equipment to be used." 

"Article 6:	 Special Covenants Concerning Program Implementation and
 
Achievement of Program Objectives
 

Section 6.1 Efficient Import Procedures. Grantee covenants to undertake 
measures necessary to assure that its foreign exchange allocation and 
import licensing systems work efficiently and enable private importers. 
including small value importers, to participate fully as beneficiaries of 
this Agreement. 

Section 6.2 Road 11aintenance Budget. The Government covenants to make 
all reasonable efforts to regularize the financing of the road maintenance 
fund so that there are sufficient funds prOVided annually to maintain 
Senegal's road network in a satisfactory condition, and that these 
budgetary provisions, over the next few years, will take priority over the 
building of new roads be they primary, secondary or feeder. 

Section 6.3 Road Maintenance and Improvement. Grantee covenants that it 
will ensure that proper arrangements arc made for execution of any 
additional design and technical studies which may be needed for this or 
future programs. 

Section 6.4 Periodic Consultations. Grantee and USAID agree to meet 
periodically, but no less than annually, to discuss the progress of 
implementation of the aforementioned covenants, to discuss the status of 
the economy, associated economic iSGues and the relationship of the AID 
program to those matters." 

II. ComplIance and USAID Position 

The Embassy/USAID position on compliance is clear. In the unlikely event 
that the GOS docs not live up to its agreements concerning either the dollar 
import side or lo~al currency usc agreements, and if all dialogue and 
negotiatiol1G fail, USAID would cut off the funding of the specific activity. 
or if the money was already spent, refuse to consider any future funding. If 
a fundamental issue was at stake in which the principle ~ould not be 
comprumised, or modified, the entire USAID program would ~e put in abeyance 
pending resolution. For example, one of the Conditions Precedent cited in 
Section G abuve, makes all dollar disbursements under the Grant Agreement 
(except for the Technical Assistance Studies) subject to the Government's 
working alit a Standby Agreement with the INF for 1983/84. 

Having said this, one should stress that if the USAID continues its policy 
of financing activlties where the objectives are the same or complimentary to 
the Government's goals, this eventuality need not arise. Should differences 
appear, sound i1nalytical rationale would be furnished to the Government 
explaining the U.S. position. This would be coupled with 1I readiness to 
listen to the	 Government's side when there are disagreements. 
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I. Conclusion and Recommendation 

Given the Government of Senegal's request for program assistance (see 
Annex B for text) to help alleviate its serious balance of payments 
problem, and the need to use the local currency (counterpart) funds 
generated from this program for essential rural infrastructure (i.e., the 
maintenance of its rural road network and improvement of selected rural 
roads); 

Given the economic policy, program and implementation information and 
justification provided in the preceding sections and tables; 

IT IS RECOHHENDED THAT: 

The Assistant Administrator for Africa approve this request for program 
assistance from Economic Support Funds (ESF) in the form of a grant of 
$5.0 million of which $2.5 million will be used for a general commodity import 
program with standard financing, and up to $2.5 million will be for a direct 
reimbursement of commodities imported from the U.S. during the Senegalese 
fiscal year 1982/83 (i.e., 7/1/82 to 6/30/83). 
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IV. MACROECONOMIC JUSTIFICATION 

A. 1be Current Economic Crisis (1978 to the Present) 

The combined impact of adverse external factors and inappropriate 
government policies led to the emergence of a serious economic crisis in 1978 
which continues to persist despite concerted efforts on the part of the GOS to 
take corrective action. An examination of annual movements in selected 
macroeconomic indicators reveals a slow but steady increase in the rate of 
consumption as a percentage of GOP (see Annex A - Table 1) to a peak of 100.1% 
in 1981. Despite successful efforts to step up the investment level since the 
mid-seventies, the low productivity of capital has meant that increased public 
investment has not been reflected by increased economic activity. Thus, the 
gap between aggregate demand and aggregate supply (known as the resource gap) 
has widened consistently. The sections below. deal with: the principle causes 
of the economic crisis and the balance of payments and public finance 
situations followed by a description of the corrective measures taken by the 
GOS and the external support for these measures; and a prognosis regarding the 
prospects for economic recovery. 

1. Principle causes of the emergence of the crisis 

The causes of the emergence of the crisis were severa!. First, 
drought suverely affected three out of four harvests in the years 1977/78 to 
1980/81, combined with comparatively poor world market prices for peanuts and 
phosphates, Senegal's leading exports. Second, despite the sharp fall in 
production nnd in national revenues, the Government attempted to preserve the 
purchasing power of the population. Farmers debts we::e forgiven in 1978; the 
public wage bill was raised by 36 percent in 1979; price increases in key 
imports such as rice and sugar were absorbed by government subsidies. 

Thus, while real GOP per ciipita fell by 18 percent between 1977 and 
1981, real consumption was permitted to continue at approximately the same 
levels, with the results that Senegal'S current account deficit rose from 3.6 
percent of GOP in 1977 to 18 percent of GOP in 198!. Although the Governml:!nt 
continued large external borrowings, which began during the 1974 commodity 
boom, Senegal's balance of payments deficit increnDed from half of one percent 
of GOP in 1977 to 6.5 percent of GOP in 198!. Meanwhile, Senegal's 
outstanding exter'nal debt made a spectacular rise over the decade, from less 
than 15 percent of GUP at the end of 1972 to about 60 percent of GOP by the 
end of 1981. 

Finally, poor management in the public sector, including the 
parastatals, further contributed to Senegal's economic and fiscal crisis. 
ONCAD, which held the monopoly on the provision of inputs to farmers, 
accumulated a debt of more than $267 million (CFAF 90 billion). The 
Stabilization Fund (CPSP) and the central administration also accumulated 
important deficits. By June, 1981 the total internal arrears of the Central 
Government and parastatals (including ONCAD) amounted to $500 million (CFAF 
150 billion) or $67 million (CFAF 20 billion) more than total government 
revenues in the preceding year. 
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2. Underlying factors explaining the persistence of the crisis 

The persistence of the crisis despite more favorable weather and 
larger export earnings from peanut products in 1982 and 1983 suggests that 
certain structural factors such as over-dependence on too few exports, 
reliance on imports to satisfy current consumption needs, declining priceG for 
peanut oil as acceptable and relatively inexpensive substitutes emerge, the 
continued low return on investment and high labor costs in the modern sector. 

On the export side, Senegal continues to be dependent on three 
exports (peanut products, phosphates, and refined petroleum products) which 
together account for slightly over one-half of total export earnings (See 
Annex A - Table 9). Senegal has been unable to improve substantially its 
export earning capacity through the further development of these products. 
Exports of refined petroleum products generate only limited foreign exchange 
since all crude oil requirements must be imported. With respect to 
phosphates, Senegal's total share of the world market is relatively small at 
only 1.5% due to strong competition from other international suppliers. The 
emergence of alternative vegetable oils on the world market (e.g. soybean and 
sunflower seed) together with the rise in output of peanut oil have caused a 
decline in the price which is only 54% of the 1978 level. As a result export 
earnings as a percentage of GOP have decl.ined steadily from about 36% in 1975 
to 28% .in 1982 (See Annex A - Table 1). 

Second, with respect to imports, the volume and composition arc such 
that import dependency has tended to increase without an offsetting increase 
in domestic productive capacity (See Annex A - Table 8). For example, the 
st,are of imports for food and other consumer items, which have little, if any, 
impact on the future productive potential of the economy, has increased at the 
expense of imports of capital equipment and intermediate goods. One of the 
reaCtons is that Sene~al has become increasingly dependent on food imports to 
satisfy domestic requirements. A combination of factors, such as difficulties 
with the marketing system for domestically produced cereals, a past Government 
policy of subsidizing food imports, a taste pref(!rence for imported cereals 
(e.g. rice and wheat), anel stagnating domestic rice production, account for 
this trend. The cost and the volume of oil imports have increased 
dramatically, placing heavy demands on scarce resources. The oil bill rose 
from $76 :oillion .in 1976 to $2 /.0 milHon in 1982, representing an average 
annual increase of 35%. Recent decreases in world oil prices are not expected 
to have a significant impact on the cost of oil imports due to the continued 
weakness of the CFA"franc against the U.S. dollar. 

As a result of the fall in prices of major exports and the 
simultaneous increase in prices of major imports, Senegal has experienced a 
considerable deterioration in its terms of trade since 1975. (See Annex A 
Table 12.) Whereas the terms of trade of non-oil developing countries as a 
group improved markedly in 1977 and continue to remain above their 1975 level, 
the terms of trade for Senegal have fluctuated over the same period, primarily 
in a negative direction, and have remained consistently below their 1975 level. 
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3. The present balance of payments situation 

a. The current account 

Most recent developments in the balance of pa}~ents situation 
differ slightly from the structural trends that have explained the general 
inability of the Senegalese e~onomy to pullout of the crisis over the last 
five years. Since 1981, Senegal's trade balance has improved somewhat in 
response to the recovery of export earnings derived from the groundnut sector 
and this despite a continued drop in world pricea. More favorable rainfall 
and higher producer prices have worked to increase the volulte of groundnuts 
marketed from a historic low of 68,000 tons in 19BO/8l to an estimated 890,000 
tons in 1982/83. Imports have increased in nominal CPAF terms over the 
1981-1983 period but in real terms have remained at about the same level, 
demonstrating a slow-down in the volume of imports due to the combined impact 
of inflation and the depreciation ot the CFAF against the U.S. dollar. (See 
Annex A - Table 6). Nevertheless, the share (in value terms) of current 
consumption goods such as fOQd and petroleum products in total imports 
continues to remain high at about 50%. 

An increasingly important item in the current account is 
interest payments on debt which will have grown (taking into account 
projections for 1984) at an annual average rate of 17% over the period 
1980-1984. Most disturbing is that this growth has occurred despite two 
successft:l Paris Club debt reschedulings in October 1981 and November 1982 aod 
assuming another debt rescheduling at the end of 1983. Although debt 
rescheduling has relieved considerable pressure on Senegal's debt service for 
the 1981-1983 period, it has serious implications for the debt service burden 
in subsequent years, since debt is not forgiven b"t payments are simply 
delayed. At the heart of Senegal's debt problem, which remained manageable 
through 1977, was the necessity to borrow on relatively hard terms during the 
poor harvest years at 1978, 1980 and 1981 to maintain essential food imports 
and a flow of raw materials and spare parts for industry. Thus, external debt 
outstanding as a percentage of GOP jumped from 21% in 1977 to 26% in 1978, and 
is currently projected to be about 60% of GOP. (See Annex A - Tables 13 and 
11,. ) 

Th~ GOS also resorted to commercial credit to finance part of 
the investments under the Fifth De~e10pment Plan (1977-1981) as the flow of 
concessional resources for this purpose proved to be lower than expected. 
Senegal is now confronted by a debt situation which is barely sustainable. 
Debt service as a ~ercentage of exports of goods and services is projected to 
reach 27% in 1983, while an 18% debt service ratio is generally considered 
to be an upper limit. Given the present circumstances, it is clear that 
Senegal is not in a position to consider external borrOWing to finance its 
balance of payments deficit and that even loans on less than commercial terms 
(e.g., suppliers' credit) must be kept to a minimum. 

1 Assumes a 1983 debt rescheduling and 34% without another rescheduling. 
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b.	 The capital account 

A main feature of the capital account since 1980 is the 
declining trend of net capital inflows to com~ensate for the tr3de deficit. 
Thus, net capital inflows have declined from $297.4 million in 1980 to $186.5 
million in 1983. It is expected that the capital account will level off in 
1983 and 1984 at about $190 million. The decrease in net capital inflows is 
the result of a number of factors. First, net public sector inflows which 
become a significant feature of the capital account for the first time in 1980 
(with $208 million) began to drop off in 1982. This reflects Senegal's 
efforts to limit public sector borrowing, as well as a decline in official 
concessional loans. Second, Stabexl flows from the EEC, designed to offset 
decreases in export earnings as a result of external factors such as drought 
or an abrupt fall in world prices for major export commodities, declined from 
$80 million in 1980 and $42 million in 1981, ·to nothing in 1982 and 1983. 
The loss of access to Stabex compensation is explained by the fact that, 
although the world prices for groundnut products have continued to fall. the 
volume of exports has increased considerably, and with it, export earnings. 
Finally, net private sector inflows have also decreased since 1980. from $89.4 
million to $52.8 million in 1983; however, a slight increase is projected for 
1984. 

c.	 Impact of the baldnce of payments on reserves 

A short-lived improvement in Senegal's balance of payments 
during the mid-1970s permitted reserves to grow significantly but by the end 
of 1980 Senegal's share of reserves had fallen to a bare minimum of $7.6 
million, or about three days' imports. In 1981 the situation improved 
marginally and the Central Bank's foreign assets rose to $8.6 million. 
Preliminary figures for the first half of 1982 show no significant change in 
this situation. Clearly, Senegal cannot rely on its reserves to finance a 
balance of payments deficit. 

d.	 Implications of Senegal's membership in the I~est African 
Monetary Union on the balance of payments 

Senegal's membership in the West African Monetary Union (WAMU) 
and this union's agreement with France have special implications for the 
conduct of monetary policy and the balance of payments. On the positive side. 
mr-mber states pool their foreign exchange earnings and reserves in a common 
central bank, the BCEAO (Banque Centrale des Etats de l'Afrique de l'Ouest). 
Thus, although a member's foreign exchange payments may be greater than its 
reserves plus foreign exchange receipts, it may draw on the excess reserves of 
other member states to finance its payments. More importantly, France 
guarantees the full convertibility of the CFAF against the French Franc at a 
fixed rate of 1 CFAF equals 0.02 FF. Therefore, as long as the WAMU members 
possess CFAF they may obtain foreign exchange through France's exchange market 
in Par is. In prac t icc, the guarantee is ensured t hroug h an opera t ions account 
with the French Treasury which provides overdraft facilities to the BCEAO. 

1 A special financing facility'set up by the F.EC to protect less developed 
countries from wide fluctuations in the prices of their exports. 
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There are, however, a number of mechanisms used to limit 
domestic credit expansion within WAMU which, in effect, through the limitation 
on CFAF availability, place a ceilil~ on the BCEAO's access to overdraft 
facilities on the operations account. First, whenever the average amount of 
the BCEAO's net foreign assets falls short of ~O% of its liabilities for three 
consecut i ve months, the BCEAO must reduce its rediscount ceiling s. Second, 
regardless of the Central Bank's net foreign asset position, the BCEAO must 
give its approval for any request for a bank loan in Senegal which exceeds 
approximately $206,000. Duril16 1978 through 1980, despite these mechanisms 
and a deteriorating net external position, the BCEAO experienced difficulty in 
limiting credit expansion. (See Annex A - Table 15.) This was due mainly 
because private banks were raising resources for lending from foreign sources 
to supplement fin:mcing backed by domestic deposits, rediscounts, and net 
money market operations to meet the increased demand for credit. As a result, 
Senegal's foreign liabilities included for the first time in 1978 an overdraft 
on the operations account of $18.2 million, which increased in 1979 to $84.6 
million, and again in 1980 to $148.6 million. Since 1980, however, Senegal's 
access to additional overdraft facilities has been limited. As the net 
foreign assets of the Central Bank became increasingly negative the rate of 
growth of domestic liquidity W'as brought under control. 

Interest costs on the overdraft facility, which vary according
 
to the discount rate of the French Central Bank and include finance charges
 
(e.g. currently estimated to be about 15%), have also been a deterring factor 
to further recourse to the operations account. 

Furthermore, since 1980, Senegal has, in the context of various 
stabilization agreements with the IMF, placed serious limits on both domestic 
credit expan:>ion and recourse to new external borrowing. The net result of 
these factors is that Senegal's CFAF availability which W'ould allow it to 
obtain additional foreign exchange through the operations account and thus to 
finance its balance of payme~ts deficit, has been severely constrained. Thus 
in 1982, due to a combination of the limits on credit expansion, high interest 
costs on the overdraft facility and substantial central bank deposits Senegal 
made no additional drawings on the operations account. 

In 1983 have been a number of new developments which would tend 
to discour<lge significant additional draWings on the operations account. 
First, France is ~urrently experiencing difficulttes in maintaining an 
acceptable level of reserves due to the weakness of the French Franc against 
other major currencies 0~er the last 18 months. Thus, Franc zone countries 
are being encouraged to limit and W'here possible to reduce their overdrafts 
with the French treasury. Second, as ~ result of a slack world market for oil 
exports and recent price decreases, the reserves of the two major oil 
exporters in the Franc zone (Cameroon and Gabon) have dwindled and arc no 
longer suff icient to cover other countries' overdraf ts which means that the 
direct pressure on France to use its reserves to back the CFAF has actually 
increased. This situation arises at an inopportune time for Senegal since 
current projections indicate that financing, particularly from friendly Arab 
countries, is expected to decline significantly in 1983. 
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e. Financing of the balance of payments gap 

Senegal depends heavily on ~et transfers (O~A ~rants). official 
loans (public capital inflows) and central bank financing in the form of I~W 

drawings, an overdraft on the operations account and central bank deposits by 
friendly countries to finance its balance of payments gap. In 1982. the 
current account deficit of $305.8 million was financed by $145.4 million in 
net public sector capital inflows including exceptional balance of payments 
assistance and $160.4 million in central bank financing principally from 
Kuwait ($110 million central bank deposit) and the UIF ($48.4 million in 
draWings in the context of the 1981/82 standby agreement). 

Sources of f inanci ng f or this year I s current account def ici t 
projected to be $354.2illion (See Annex A - Table 6) are at present 
uncertain. The GOS is hoping for the followi~: 

Projected current account deficit: $ 354.2 million 
- IMF drawings(assuming 

Standby) 
a 1983/84 $ 23.1 million 

- Arab exceptional BOP support $ 12.0 million 

- France exceptional BOP support $ 60.5 million 

- Other net official capital inflows $ 138.7 million 
- TOTAL $ 234.3 million 

Unf i nanced current account def icit: $ 119.9 million 

- Proposed AID non-project assistance $ 17.25 million 
of which: 

- Title III $ (8.0 million) 

- ESF $ (5.0 million) 

- SDFI $ (4.25 million) 

Current a~count deficit after proposed AID 
contribution: $ 102.6 million 

While the above breakdown is still tentative, it is also clear that for 
1983 there is a definite need for balance of payments support. Furthermore, a 
U.S. contribution of $17.25 million ($8 million Title III. $5 million ESF and 
$4.25 million SUF) would make a significant contribution to the balance of 
payments representing 14% of the as yet unf inanced portion of tht:! current 

1 $0.75 out of the $5.0 million of SDF is for two technical assistance 
studies and is not considered in this cage as balance of payments support. 
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account deficit. The outlook for 1984 is expected to be even more critical, 
since net flows from the IMF, an important source of balance of payments 
financing especially in 1982, arc projected to be negative, even with a new 
standby agreement, due to the considerable amount of repurchases required as a 
result of previous IMF drawings. Arab sources, which have been relatively 
important in recent years, are expected to diminish if oil revenues continue 
to decline. 

4. The present public finance situation 

The impact of the current economic crisis is clearly reflected in the 
financial position of the GOS. (See Annex A - Table 16.) Since 1977/78 and 
particularly since 1980/81, the government has run a deficit on both its 
current and capital operations. From 1980/81 through to 1982/83, the deficit 
on current operations was about 4.9% of GOP and it is expected to remain at 
about the same level in 1983/84. The overall.deficit as a percentage of GOP 
(on a disbursements basis which includes changes in government arrears) has 
varied between 8.7% and 9.8% over the last three fiscal years and is expected 
to be about 9.2% of GOP in 1983/84. 

a. Current operations budget 

On the revenue side, the GOS has not been able to increase 
receipts substantially over the 1980/81 - 1982/83 period and this despite 
compliance with IHF recommendations for new tax measures. There appears to be 
very little scope for increasing government receipts through the introduction 
of additional taxes since Senegal is already ~:Iaracterized by a relatively 
hi~h ratio of tax revenue to GDP (estimated at 21% in 1981/82). The ratio of 
taxes to GOP is slightly above the average for other countries participating 
in the \~est African Honetary Union (WAMU) and about 25% above the average for 
lower income African oil importing countries. On imported items there are 
three taxes: a basic customs duty of 15%, a fiscal duty of an average 40%, and 
a value added tax at an ordinary rate of 20%. The direct tax system taxes 
each category of inceme separately and then follows up with a surtax of 
overall income. Thus, the prospects for future increases in revenue depend 
almost entirely on melD efficient tax collection and administration, not on 
increased rates. 

With respect to expenditures, the largest item continues to be 
public sector wag~s and salaries. A recent IHF study shows that the level of 
the wage bill in Senegal is about 28% higher than would be expected in a 
country of Senegal's size and income. Senegal's civil service was estimated 
in January 1982 at 61,OOU, compared to 68,600 in Ivory Coast, a country with a 
population about 50% larger and a GOP more than three times that of Senegal. 
There are. however. a certain number of political factors. including the lack 
of private sector opportunities for the employment of the educated. which have 
and will continue to apply severe pressure on the government to act as an 
employer of last resort, Thus, the problem of containing and reducing public 
sector employment must be treated in the context of employment generation 
efforts in other sectors. Nevertheless, the GOS since 1980/81 has been 
successful in limiting the real growth of current expenditures on wages and 
salaries which in local currency terms, have increased on average at about the 
same pace as inflation. 
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Since 1982, the GOS appears to be stabilizing the level of 
expenditures for supplies at about $200 million with a real decrease currently 
being projected for fiscal year 1983/84. However, one item which will be 
assuming progressively more importance in the current expenditures outlook is 
interest on public debt. Debt service payments on government debt will be 
high due to the contractual debt managed by the Autonomous Sinking Fund (CM), 
and the need to payoff short-term arrears, the debts of the now defunct 
parastatal ONCAD. and the exceptional aid received in the form of special 
treasury loans. Government arrears are estimated at about $118 million 
(approx. CFi\F 40 billion) and the amount of ONCAD's debt assumed by the 
government at about $267 million (approx. CFAF 90 billion). 

Another big drain on the current expenditure side is the Price 
Equalization nnd Stabilization Fund (CPSP). The role of this fund since the 
GaS has decontrolled most of the subsidies on consumer goods is primarily to 
stabilize revenue to farmers from major export crops such as groundnuts and 
cotton. This stabilization function is viewed as being of particular 
importance due to the relatively unfavorable recent loIorld price developments 
for groundnut products. Producer prices for groundnut products were increased 
by 40% in 1981 and those for cotton by 13%. The object of this increase was 
to spur agriculture production of export crops as a means of improving export 
earnings. which has indeed occurred. However. given the fact that world 
prices are currently below domestic producer prices plus transformation costs, 
the GaS through the CPSP is paying a subsidy of about 30% to farmers. The 
estimated deficit of the CPSP groundnut account for the 1981/82 fiscal year is 
about $33.6 million (CFAF 10.5 billion) and for 1982/83 is expected to be 
about $66.3 million (CFAF 24 billion). Thus, increased groundnut production 
which has contributed substantially to the improvement of the trade balance. 
has an opposite effect on the government's balance of current operations. The 
GaS is currently seeking solutions for the financing of this significant 
deficit, 

b. Implications of the current operations budget for recurrent costs 

The GOS's difficulties with respect co the current operations 
budget sl~gest that there will be serious constraints on Senegal's ability to 
finance the operating and maintenance costs of its infrastructure and 
investments. Since 1981 a considerable amount of additional aid from donors 
has been sought to f inancl" recurrent COGts an,l local counterpart contributions 
to development projects. The shifting composition of investments included 
under the Sixth Plan (see Annex A-Table 4) may hring some relief in the growth 
of demand for recurrent expenditure due to a relative decrease in social 
sector and rural development investment targets and an increase in the 
proportion of investment allocated to directly productive sectors. 
Nevertheless. recurrent cost minimization is likely to be an important 
criteria for project selection until the public finance situation has improved. 

c. Capital hudget 

The situation with respect to the capital budget has been 
largely influenced by problems concerning the current operations budget. 
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Senegal has experienced increasing difficulties in generating budgetary 
savings to finance capital expenditure. Thus public savings before debt 
service declined from approxi~~tely $7.2 million on average for the period 
from 1976/77 to 1979/80 to minus $35 million in 1980/81. The trend with 
respect to investable surplus has been even more pronounced and became 
negative beginning in 1977/78. The result has been that despite debt 
rescheduling the GOS has been unable to contribute to the investment budget 
through public savings in recent years. Serious doubts can be raised about 
the GOS's ability to mobilize the resources required to cover its contribution 
to the proposed investment under the Sixth Development Plan which has been 
estimated at about $150 million or 11% of the total for the period 1981-85 
(see Annex A-Summary Table I,A). In recognition of the relative infeasibility 
of investment targets, the Sixth Plan is currently being revised downward and 
will give priority to 19 major investment projects. In 1983/84 the Government 
expects to limit the deficit on the capital budget through increased efforts 
to mobilize external capital grants and a 17% .cut in capital expenditures. 

B. Corrective Measurer. 

In December 1979 the GOS, recognizing the necessity to move from ad hoc 
corrective measures to a comprehensive program for economic reform and 
stabilization, launched its medium-term Economic and Financial Reform 
Program. This program has proVided the basis for UIF and World Bank support 
to economic policy reform with the HIF concentrating on measures to rectify 
the balance of payments and public finance deficits and the World Bank on 
agricultural policy. The following section presents corrective measures 
introduced directly hy the GOS and in connection with supp~rt from the IMF and 
the Horld Bank including an assessment of GOS performance in actually applying 
these corrective measures. 

1. The GOS Economic and Financial Reform Program 

The Economic and Financial Reform Plan ("Plan de Redressement") has 
three broad objectives: 1) to stabilize the economy through a reduction in 
the balance of payments gap, 2) to stimulate growth and, 3) to reduce 
urban-rural income inequality. It was expected that tile first two or three 
years (1980-1983) would be focused on stabilization and that in the subaequent 
years the economy would assume a steadier growth path. (For a summary of this 
program see Annex: D). 

To rectify the public finance situation the GOS has undertaken to (1) 
maintain the rate of growth of current expenditures below that of current 
revenue (2) proBressively reduce the share of outlays on personnel (3) reduce 
the role of public enterprises in the economy and improve their financial 
manangement. According to recent figures on government operations the GOS has 
in fact made some progress with respect to all three of the above. Growth in 
current revenue has been on average marg inally above growth in current 
expenditures (0.8% and 0.2% respectively). The share of outlays on personnel 
has decreased from 56% in 1980/81 to 48% in 1982/83. The GOS has signed six 
prog ram contrac ts wi th public enterprises to strengthen their of f iciency and 
to limit the government I s financial responsibility to those entities. 
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As a means of preventing further deterioration in the balance of 
payments the r.OS Reform Plan calls for: 1) the introduction of a more 
restrictive credit policy through increases in interest rates and the use of a 
system of advance authorizations for credit requests exceeding about $206,000 
2) the adoption of new foreign trade policy through the progressive 
introduction of an increase in import duties and a selective export subsidy to 
encourage sectors that offer real export possibilities and 3) concerted 
efforts to limit service on external public debt to 157. of export earnings. 
Consistent with these objectives, interest rates were increased in 1982 by an 
average 27.. The system of advance authorizations for credit has been 
introduced as well as a new foreign trade policy. Debt service payments have 
exce~ded the l5;~ of export earnings: however, the GOS has made efforts to 
reduce debt service by conforming with IMF ceilings on new external borrowing 
and negotiating two successful debt reschedulings in 1981 and 1982. 

With respect to prices and wages the reforc plan commits the GOS to: 
1) the progrt.!ssive decontrol of prices 2) the fixing of producer prices at the 
highest possible level compatible with the anticipated export price and 3) 
maintenance of wage It.!vel increases within the limits of the projected growth 
in GOP and domestic consumption. Since 1980, the GOS has made impressive 
strides towards tht.! elimination of subsidies even on sensitive food products. 
Prict.!s were raised by 25% for bread and sugar, 31% for rice, 39% for groundnut 
oil, 42% for vheaL flour and 59% for gasoline. At present, subsidies remain 
for some agriculture inputs su~h as groundnut seed and fertilizer, and to the 
producer price for groundnuts and tariffs on certain public services. Wage 
increases have been kept to a minimum of about 5% in the public sector for 
1982 and 1983 and have increased in April of this year (or the first time 
since January 1981 in the private sector. TIle producer price for groundnuts, 
which has been traditionally below the export price is now subsidized since 
domestic costs arc currently above world prices. This is due both to the fact 
that the GOS increased the price perhaps too sharply in 1981 and to an 
unexpected deterioration in the world price since 1981. 

In the context of the Sixth Development Plan the GOS has set a number 
of investment targets: (1) the maintenance of total private and public 
investment at about 177. of GOP and public investment alone at lOr. of CDP (2) 
the allocation of" 55% of investment to directly productive sectors (as 
compared to lin. in the Fifth Plan). and (3) an increase in the contribution of 
public savings from 157, of public investment to 25% over the 1981-85 period. 
In 1981 and 1982 investment has been estimated at about 20% of CDP and 
according to the proposed composition of the Sixth Development Plan 57% of 
total investment is to be allocated to the primary and secondary sector6. As 
for the contributio, of public savings to finance public investment the 
15%-251. tar,.;et appe, ,'s to be overly-ambitious in view of the GOS's current 
budgetary difficulties. 

Given the importance of the aJ;riculture sector in determining the 
good health of the overall economic Gituation, the GOS reform program outlines 
a number of measures with respect to: (1) the use of incentive pricing (2) the 
re ..r~anization of re,;ional and national rural development institutions (3) the 
renrganizat ion of the Price Equalization and 
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Stabilization Fund (4) reorganization of the seeds and other agriculture 
inputs (5) overhaul of agriculture credit (6) overhaul of groundnut collection 
and weighing operations (7) ent:ouragement of the private sector in marketing 
(8) creation of village sections within cooperatives and (9) reorganization of 
agriculture research. Especially important are reforms dealing with the 
reorganization of regional rural development agencies, the reform of Senegal's 
system for supplying the fi\rmer with fertilizer and seed, the reform of rural 
c red i t and the streng t heni ng of farmers I organi za t ions such as v iUage 
sections and cooperative6. This comprehensive program for 6tructura1 reform 
in the agriculture sector is designed to: (1) stimulate production of food 
crops to decrease import dependency (2) increase and diversify agriculture 
production (3) encourage farmers to accept more responsibility by providing
 
them with extension services and training in cooperative organization and (4)
 
increase incomes of farm families.
 

For the period 1980 to 1982 the GOS has introduced a number of 
measures to promote structural reform in accordance with the above program. 
Producer prices for export crops and domestically produced cereals were 
increased across the board in 1981. 1 Consumer prices of imported food 
products now tend to ref lect import costs. ONCAD, the parastatal responsible 
for providing inputs, credit, and for marketing groundnut production up to 
1980 was dissolved and arrangementn have been made for settling this 
institution's liabilities vis-a-vis its suppliers and the banks. The 
responsibility for gruundnut marketil1{; has been transferred to the 
cooperatives which deliver their production directly to the oil crushers. 
Program contracts between the GOS and three of the rural development agencies 
(SAElJ, SOIJEFITEX, SOIJEVA) have been s i/.; ned , a study of the financial 
ch1na;..:ement uf the CPSI' has been made, a policy of encouraging fanners to store 
their own seed was att(~mpted but abandoned during the 1982-83 growing season, 
and procedures for the overhaul of /.;roundnut collection and weighing 
operationH have been implemented. Measures have also been taken to promote 
the role of private transporters in the marketing of agriculture production. 

Dcspitl~ the above <1chievements there arc a variety of areas in the 
agriculture sector where change has pr'Jved to be difficult. The first 
concern/; the role dl1d future of SO:-lAil., a temporary agency created following 
the dissolution of ONCAD to supply farmers with inputs such as seed and 
fertilizer. Wllile the GOS has expressed acceptance of the principle that this 
agency should be "temporary. it has serious reservations regarding the timing 
of the l'haHini~-out "rocl'ss, particularly in view of the critical unemployment 
situation in Sene~al. 

Secondly, the GOS has recently suspended its new policy of 
encouraJing individuals to hold b.lck part of their harvest to serve as seeds 
for tho growing season due to technical difficulties with seed preservation 
and the release of funds for this purpose as well as to unfavorable reactions 
from the farmers themselves. These farmers, who are accustomed to wide 
fluctuations in their production from one year to the next, were hesitant 
about Optillb in favor of conserving their own seed stocks since they believed 
that this would l','rmanl'nt1y deny them access to government seed stocks in the 
future. Concern has been expressed with respect to the implications of this 
policy for the quality of future seed stocks. 

1 In April 1983 producer prices for rice, maize and millet were increased an 
addltional 10 - 20Z. 



- 29 -

Thirdly, there are diffcrences of opinion on the relationship and 
r~spective roles of cooperatives versus village Fections. The reform program 
calls for a strengthenil~ of the village sections and their role with respect 
to !'Ieed management and other functions. However, the cooperatives have been 
the most important organizations in the past and it is only normal that 
areater emphasis on village sections has provoked a certain amount of 
opposition from those groups with vested interests in the former systcm. 
Fourthly, the combincd impact of the new policy of cash sales for fertilizers, 
and a progressive phasing-out of fertilizer subsidies has had serious 
implications for fertilizer use during last year's growing season and these 
are likely to continue this year. (See Annex F on the "Economic, Technical, 
Financial Justification for Fertilizer Imports".) The introduction of a 
consistent and feasible policy on fertilizer sales could contribute 
substantially to the resolution of problems in this area. Firally, the 
reorganization of rural development agencies has proceded more slowly than 
origin'l11y expected d.!spite the signature of program contracts. Problems 
associated with staffing, and administrative and financial management have 
proved to be quite stubborn and effid.ency has suffered. These difficulties 
are reflected in performance with respect to the World Bank's Structural 
Adjustment Loan (See B3). 

Although i~portant measures have been taken to promote structural 
change in the agriculture sector, reform has been more elusive than 
'lnticipated. Institutionai arrangements have demonstrated remarkable inertia 
and Senegalese farmers, who have been accustomed to extensive government 
participation, appear caut ious about aSGuming the risk involved in farming in 
the Sahe 1 re,; ion wi thou t 5 ig nif ic.l nt gave rnme nt support. The newly appointed 
:-linister for Rural Dev,dopment has asked for a 6 month reflection period 
before present il\~ a comprehensi VP program for pursuing structural rcform in 
the agriculture sector. 

2. IMF support for economic stabilization 

H1F support for ec onolJic sta bilizat ion in Senegal began shortly af tcr 
the formal adopti<>n by the GOS of its Economic and Financial Reform Program. 
In Allgust 1980, .In Extended Fund Focility (EFF) wa', approved covering three 
fiscal years from July 1980 to June 1983 for the amount of SDK 184.8 million 
(approximately $207 million). Performance under the first year of the 
program, however, fell shon of expectations, partially due to the drought but 
illso because a number of measures specif ied in the program were not applied. 
The current account dcficit in 1980 exceeded the program target by about $30 
million as a result of larger than projected imports. The overall balance of 
payments deficit, however, was more in line with targets due to larger than 
expected capital inf lows. The ceiling on total domestic credit was exceeded 
In the last quarter of 1980 by about 5%, and during the first half of 1981 the 
ceiling on the ~umulattve deficit of the central p,overnment was excl'eded by a 
considerable mar/jill with a def ic1t of ahout $4.3 million Instead of a 
projected surplus of ahout $1.4 million. The ceiling on new foreign 
borrowinl:, which W,lD observed through November 1980, was slightly exceeded in 
December. 

In view of the difflculticfJ experienced during the EFF it was decided 
that the ,lpproach under a 6tandby arrangement would be more adapted to the 
specific constraints faced by the GOS. lIence, in September 1981, a standby 
was approved covering the period from July 1981 to June 1982 and allowing for 
draWings of SDR 63 million, or about $72 million by the GOS. ~rformance 



- 30 ­

under the 1981/82 program was signif icantly better and the deteriorating 
economic situation was reversed somewhat through a combination of good weather 
conditions, sizable external assistance and strong adjustment measures. All 
quarterly performance criteria were satisfied. 

A new standby agreement loIas approved in November 1982 covering the 
Senegalese fiscal year f rom July 1982 through to June 1983. However, the 
program got off to an unfortunate start and during a December IMF review 
mission it was found that ceilings for credit expansion (total domestic credit 
and net goverlUncnt claims on the banking sector) had been exceeded, although 
only mnrginally, according to both September 30th and December 31st 
performance criteria. Thus, since December the GOS has been UMble to draw on 
IMF resources. FactOrll explaining excessive credit expansion are both 
external and internal. First, contrary to the underlying assumption of the 
new stabilization program of a 17% firming of the prices of groundnut 
products, thL: world price of groundnut oil has fallen in constant prices to 
its lowest level j n the past ten years. Second, the interest payments on 
outstanding debt rcflectill(; a dOlmward rigidity in world interest rate proved 
to be higher than anticipated. These two factors alone represent a GOS 
revenue shortfall of about $50 million, or 2.2;( of GDP. On the other hand, 
the GOS h,lS also been siow in j ntroducing adjustment measures, particularly 
immediately prior to national elections, which were held on February 27, 
1983. NL:vcrtheless, some important steps to check demands on public resources 
and to increase /;overnm,!nt revenue have been made; (1) prices for milk sugar 
were iucrea~;ed by 50;; ill November 1982, (2) the fiscal duty on imports was 
increased by 5%, (3) the e::port subsidy on nontraditional exports has been 
raised from 10% to 15;; and the list of eligible products has been extended, 
and (4) proposal!; for inCi"eased ta:<cs on alcoholic beverages and kola nuts 
will be submitted to till' nC'wly-electecl National Assembly in April 1983. (For 
a summary of m;,jor rl~'luirer:lents under the 1HF standhy, sec Annex E.) 

A number of jmpor~ant agriculture reforms outlined in the previous 
section on the GUS recovL:(j prol;ram dre also [n the procesfi of being 
in~lemented under the standby with the 1MI'. A contract is being negotiated to 
increase the role of oil crushinc; firms in the marketing of 6roul1llnuts and to 
encourage them to minimize costs (signature expected shortly). A contract has 
been signed with the domestic fertilizL:r producer to assume direct 
responsibility for fertilizer distribution, and the price of fertilizer has 
been doubled, reducing the subsdidy to about 60%. 

Under the 1 'J82/83 stabilization program the GOS has been authorized 
to use only 12.5% of its drawing!!. FollOWing an H[F mission in January 1983, 
it wa!! decided that despite the resource shortfall of about $50 millio~ due to 
high intl'rest rate!! and the relatively low price!! for groundnut, the GOS would 
maintain the original objectives of the program as set in November. In order 
to do so, however, It would be necessary for the GOS to mobilize major new 
balance of payments assistance of about $50 million on grant terms. Since the 
GOS hall been unable to mobilize this exceptional aid, it wa!! decided in Hay 
that the I:-IF and GOS would beg in negotiating a new ai.\reement covering the 
period f rom July 1, 1983 to June 30, 198'1. The new program is to be baned on 
the introduction of concrete measures to correct, in particular, the critical 
public finance situation. (See Section C.3 on Public Finances.) 
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3. World Bank support for economic reform 

In late 1980, the World Bank approved a $60 million Structural 
Adjustment Loan (SAL) to Senegal. The loan, designed to support the GOS 
Economic and Financial Reform Program, concentrated on four areas of 
structural adjustment: fiscal and monetary; prices and incentives; investment 
programs; and institutions and policies in the agriculture sector. Since the 
SAL was introduced, the World Bank and the IMF have been working together 
closely to ensure that the major requirements of the SAL and the EFF, 
subsequently turned standby, are compatible and, where possible, mutually 
reinforcing. The release of SAL funds is in principle conditional on the GOS 
meeting standby terms. The IMF standby arrangement, which must be 
renegotia ted annually, incorporates the major outstanding requirements under 
the SAL. In the division of labor between these two institutions, the IMF has 
concentrated on the macroeconomic aspects of stabilization, while the World 
Bank has assumed responsibility for monitoring agriculture and institution 
reforms. 

Counterpart funds have been deposited in a special account and are 
being used to cover the development expenditures of the parapublic sector and 
to improve the efficiency of a number of key rural development agencies. The 
World Bank has to date only approved GOS program contracts with SAED and 
SODEFlTEX. 

As a result of the slower than expected progress in implementing 
agriculture refurms (Sec Section B2), the World Bank haH not yet disbursed the 
second tranche of the SAL (equivalent to about $16 million). The original 
terms of the loan set the deadline for release at December 31, 1981, but this 
was subsequently extrnded to June 30, 1983. The final decision as to whether 
to release the second tranche before the expiration date will be made in the 
course of the month of ~lay. Implementation difficulties can be linked to the 
nature of SAL conditionality which has been relatively complex, involving 11 

number of different institutions and reforms in a variety of different areas, 
such as seed stock maintenance, the distribution and pricing for fertilizers, 
the reorganization of RDAs, Rnd the future of the parastatal SONAR. As a 
result, progress in one area has been penalized by inadequate performance in 
other areas. 

Bllsed on- experience with the SAL, the World Bank is considering the 
continuation of support for economic reforms, but in a more limited context. 
Through 11 combination of technical assistance to draw up rehabilitation 
programs for key public enterprises, and subsequent lines of credit to these 
enterprIses to provide working capital and foreign exchange for necessary 
imports, the World Bank lIims to encourage additional streamlining of the 
parapublic scctor, A healthier parapublic sector would also have important 
implications for GOS public finances, since aggregate net income for this 
sector is currently negative. Few companies can auto finance any portion of 
their new invcstments and parapublic companies have generated only a small 
percentaBc (11%) of total government tax receipts. Twenty-nine of the 
sixty-eigllt parapublic companies have experienced operating deficits in each 
of the last five years, loIith aggregate operating loases in FY81 totalling $13 
billion CFAF. Direct Government subsidies in FY81 were $12.6 billion CFAF, 
equal to 107. of the Government oprerating budget (excluding debt serVice) and 
20% of the public sector deficit in that year. 
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The World Bank is proposing a new technical assistance project, 
estimated at $10 million, to finance the formulation of rehabilitation 
programs for OPT (postal and telecommunication), SOTRAC (urban bus company), 
and SENELEC (power company), followed probably by OULM (urban housing) and 
SICAP (urban housing) Dakar-l1arine, SONADIS (distribution) and SONEES (water 
supply). It is expected that this project will be approved in the middle of 
1983. A subsequent project is enVisaged to provide fi~~ncial support for 
enterprises demonstrating progress in implementing their rehabilitation 
programs, with disbursements made at six-month intervals, conditional upon 
enterprise performance in areas such as production eff iciency, maintenance, 
billing recovery, investment execution etc. The World Bank is currently 
planning on channelling to the parapublic sector as much as $50 million over a 
three-year period beginning most probably in early 1985. 

C. Other Donor Assistance 

Since the beginning of the economic crisis in 1978, Senegal has benefited 
from considerable donor support for its efrorts to redress the economy. Aid 
donors fall basically into three major groups: DECO donors, Arab donors, and 
multilateral donors. (See Annex A - Table 19.) The lateet figures available 
arc for 1981. They would seem to indicate that the largest donor group of 
concessional assistance consists of the DECO countries providing $301. 4 
million out of $524.2 million (or 58%), then Arab donors prOViding $152.5 
million or 29%, and last, multilateral donors proViding $70.3 million or 14% 
of the total. Project Hnd technical assistance account for 70% of official 
development assistance (ODA) extended In 1981 and nonproject aid for 30%. 

Senegal also received In 1981 $150. l1 million in loans at somewh,~t under 
market rates but above highly concessional ODA terms. The major donor group 
is cOr.lprised of the multilateral dono::s with the \~orld Bank's loans accounting 
fur about one-third of this type of financial flow. France, principally 
through the Caisse Centrale de Cooperation Economique (CCCE) extended about 
25% of these loans made on somewhat harder terms. (See Annex A - Table 20.) 
The program component of this category of assistance accounts for about 401: of 
the total and the project aid and technical assistance components for about 
60%. These figures would seem to imply that at least some donors tend to 
provide program financing at less than a 25k grant element. However, due to 
Senegal's debt st"ructure, the GUS will finc! it increasingly difficult to take 
on new commitments at these terms. 

Senegal's major donor has traditionally been, and continues to be, France, 
who contributed $188.5 million, or about 28% of total official flows in 1981. 
(See Annex A - Table 21.) France provides a sizable amount of its aid as 
technical assistance, which represented 38% of its total program in Senegal in 
1981. The World Bank share in new commitments varies from year to year, but 
in 1981 it wa~; the second largest donor, prOViding $99.7 million, or about 15% 
of total official flows. A major component of the program in 1981 was the 
Structural Adjustment Loan. Kuwait, the EEC, anc! Saudi ArabL~ extended 
somewhat over $60 million each in 1981. While the EEC and Saudi Arabia 
prOVided sizeable program assistance, Kuwait's assistance was committed to the 
OHVS project. U.S. assistance which itl totally on grant terms to Senegal has 
been increasil,g rapic!ly since 1978, and the U.S. was the sixth largest donor 
in 1981, with $35.6 million in pew commitments. (See Annex A - Table 18.) 
Food aid and assistance to the agriculture sector were prominent features of 
the program. After the U.S, the African Development Bank and Germany extenc!ed 
about $30 million each in 1981. 
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In addition to official flows. Senegal also benefited from increased 
Central Bank financing as a result of drawings on IHF resources of $62.6 
million under a standby arrangement and the Compensatory Financing Facility. 
(See Annex A - Table 22.) 

Preliminary figures for 1982 appear to indicate a decrease in new aid 
commitments to Senegal of about 25%. with a substantial fall-off in program 
assistance and loans in general. This may be due to a number of factors: 

Export earnings increased substantially in 1982. making Senegal 
ineligible for compensatory financing through the IMF and the EEC. 

Banyof the program commitments (e.g. SAL) made in 1981 were intended 
to be disbursed over a two-year period. 

As arrangements for moving ahead with OMVS were finalized. donors. 
and in particular the Arab donors. directed new funding to OMVS 
rather than in the form of balance of payments support. 

It is expected that Senegal will continue to enjoy relatively high levels 
of external supportj however. future levels. especially from Arab donors. may 
be affected if world oil prices continue to fall. Given current economic 
difficulties in industrialized countries. it would not appear likely that OECD 
donors could compensate for a gap in the event of a decline in Arab flows. 

D. Prospects For Economic Recovery 

Prospects for economic recovery will depend heaVily on GOS political will 
and determination to proceed energetically with its medium-term program for 
economic and financial reform. This program. together with the Sixth 
Development Plan for the period 1981 through 1985. provides a sound basis for 
Senegal's economic recovery. The policy ref orms prescri bed have been 
discussed Widely and have emerged from a dialogue between the GOS and its 
major donors. particularly the IMF and the World Bank. Through the promotion 
of structural change. Senegal should be able to progressively re-establish 
financial equilibrium while stimulating economic growth. 

A slowdown in the consumption rate of households and the public sector 
should, with the assistance of a policy of maintaining positive real interest 
rates, stimulate domestic savings as a percentage of GOP, which have declined 
steadily since 1975. The impact of investment on economic growth is 
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expected to be enhanced through an increase in the rate of investment, and 
more importantly, through a redirection of investment to directly productive 
sectors, and in particular, agriculture. Measures are being taken to expand 
exporta by: (1) increasing productivity and reducing costs in the groundnut 
sector, (2) stimulating growth in the fishil~ sector through moderni~ation of 
Senegal's fleet, motorization of traditional fishing boats and expansion of 
f ish processing and warketing capacity, (3) emphasizing exports, of products 
where Senegal has some potential comparative advantage, like market garden 
produce, phoHphate fertili~ers, cotton textiles, cement, and agriculture 
machinery. Equally important are efforts to limit growth in imports through: 
(1) the promotion of domestic food crop production, based on a policy of 
increased producer prices for food crops and of improved marketing and 
distribution arrangements, (2) the recovery of the livestock sector, (3) 
progressive price IncreafJes for imported food, such as rice and wheat, and (4) 
price increases to limit consumption of imported oil and the development of 
alternative energy sources such as solar and eolian power, peat and if 
possible exploitation of domestic oil resources. 

Medium-term projections for the pattern of economic growth were made 
through 1985 in the context of the Sixth Development Plan. (See Annex A ­
Tables 2 and 2A.) These projections imply a nominal rate of growth of 12.7% 
per annum and a real growth rate of 2.6% (in CFAF terms). Prospects for the 
primary sector, at least through 1985, assume only 1.1% annual real growth, 
with the fishing sector expected to contribute about 607. of this projected 
increase. Agriculture and forestry are likely to stagnate over the next three 
years 

The secondary sector is assumed to grow more quickly than any other sector 
of the economy at a real annual rate of 4% between 1982 and 1985. Major 
contributors are expected to be: construction (32% of total growth), 
manufacturing (33%), and energy (21%). These results would be consistent with 
the projected sectoral breakdown of investments under the Sixth Development 
Plan, which provides for 34% of total investments to be directed to the 
secondary sector. The GOS also expects that recent changes in the investment 
code and other measures to promote private sector involvement will also begin 
to bear fruit during this period. 

The tertiary sector is traditionally the largest component of Senegal's 
GUP, accounting for slightly over one-third. Commerce is the principal 
contributor with just under 60% of GDP in this sector derived from this 
activity. Although the rate of growth of the tertiary activities is expected 
to decrease sliB~tly, th!~ c~ctor will most probably grow at a real annual 
ratc of about 3% through 1985. Tourism is also assumed to account for a 
significant part of this real growth. About 22% of investments under the 
Sixth Plan are to be channelled to the tertiary sector, primarily for 
transport and telecommunications projects (apprOXimately $235 million). 

Personal services, which include both domestic services and public sector 
salaries, are projected to grow only slightly, at 1.7% per annum in real terms 
between 1982 and 1985. This trend would be a departure from earlier years and 
ref lects GOS intentions to limit public sector hiring, as well as to maintain 
wage increases at levels compatible with projected growth in GOP and domestic 
consumption. 
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In view of the relatively low growth prospects through 1985, and the GOS 
experience with its Economic and Financial Recovery Plan since 1980, it is 
clear that: (1) economic stabilization is likely to take considerably more 
time than originally anticipated, (2) stabilization remains the most urgent 
task facing Senegal today, and (3) given the necessary pace of adjustment, 
substantial external assistance is both warranted and required over the next 
three to four years. 

Senegal's past record with respect to economic policy reform is a good 
one. Subsidies on consumer goods have been practically eliminated as part of 
an overall policy of maintaining true economic pricing. The GOS has moved to 
reduce the parapublic sector through the liquidation of over twenty companies, 
through the transfer of four companies to private ownership, and through the 
promotion of private sector participation in the form of joint ventures. The 
government's withdrawal from manufacturing activity is particularly 
pronounced, with only four of an estimated 300 companies currently 
state-owned. A new foreign trade policy has been adopted to limit import 
growth and to promote exports through a system of fiscal levies on imports, 
and subsidies for nontraditional exports. Producer prices have been increased 
substantially, and major reforms designed to increase productiVity and reduce 
costs in the groundnut sector ~ave been introduced. 

Senegal is currently experiencing some difficulties with respect to the 
implementation of its standby aL:reement with the IMF; following President 
Diouf's election to a full term of his own, the GOS has publicly reaffirmed 
its commitment to economic reform. To a large extent, the failure to meet 
performance criteria in December can be directly linked to an unexpected 
deterioration in world prices for groundnut products and continued high 
interest costs on outstanding debt, exemplifying the economy's vulnerability 
to external shocks. It should also be recognized that it is extremely 
difficult, and in some cases it would be self-destructive, for a government to 
re~~in insensitive to election politics and continue to introduce highly 
unpopular economic austerity measures immediately prior to national 
elections. Now that President Abdou Diouf has been democratically elected 
with the impressive majority of 84%, it is expected that his new government 
will act quickly to increase the pace of policy reform in conformity with 
Senegal's previous achievements. 

The donor community, particularly through increased nonproject assistance, 
has assisted Senegal in its process of emphasizing policy reform and more 
efficient economic management. Given current economic conditions, many donors 
have expressed the view that the development impact and economic returns to 
nonproject aid are considerably more promising than for many investment 
activities. The tightness of the GOS budgetary situation is expected to 
remain for several years, which has serious implications for the availability 
of recurrent cost financing. Thus, since 1980 the Ilorld Bank, France and to a 
lesser extent Canada, Germany and the U.S., have been extending more 
significant amounts of nonproject assistance. An $18 million U.S. 
contribution for FY 1983 is not only essential to Senegal's balance of 
payments position but would also enhance the U.S. ability to participate more 
effectively in ensuring Senegal's economic future through support for the 
restructuring of the economy. 
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V. USE OF LOCAL CURRENCY 

A. The Approval Procedure 

All requests for financing specific local currency activities, prior to 
being sent to the Joint Local Currency Hanagement Committee for approval, wiJ 1 
have obtained the approbatioll of the GOS technical ministry. For the rural 
roads activity described below it is the Ministry of Equipment. Once this 
step is completed the Joint llc Management Committee will review and approve 
the activity proposal in line with the criteria set out in Annex F. The major 
task of the lie l-l'-1I1dgement Committee lJill be program management in n"Hure, 
rather titan technic .... l. It 1,0111 have a responsibility to examin(! such things 
as the adequacy of the hudget lor the level of effort proposed, whether 
provisions for quarterly financial and progress reports are clear, whether 
evaluation and audit has heen properly provided fOf, etc. Copies of the 
criteria will be made available to the technical ministries preparing activity 
proposals GO that these requi rements will hav~ been met prior to submission of 
the proposal to the CommLttce for approval. 

The Government has sugr,cuted that the use of the existing joint GOS/USAID 
Local Currency Nanagement CommLttee already established to review and approve 
the Title III local currency actiVities. It is chaired by the Ministry of 
Plan and has three oth,~r memben;--Finance, Commerce and USAID. The Committee 
\~hich has been functioning' for over a year now in its present form, is 
operatlng successfully. Some ('nlaq~ing of its mandate may be necessary, as 
well ilS the provision of additional r.taff sl:pport to allow the Committee 
Secretariat to h:lnrllc thl' lncrl~ased workload from this and other local 
currency programH. 

Local currency ~~(!nC'rated under thts program, approximately $5.0 
r.Jillion in CFAF, will be utilLzed fo~' maintenance and upgrading of Senegal's 
rural road nctlwl'k in tile three mai.1I geogt'aphic areas of joint USAID/GOS 
cooperatillll (Le. the River Basin, Sine Sa lOlll;} , and Casamance). In order to 
provide r.laintcn'lnce for the full range of World Bank financed rural roads, 
Gome mainten'lnce work has been included in the Thies and Louga regions. 
Adequatl'ly maIntained feeder roads ;Jre vital to the! development of agriculture 
production, and p'rovide other social and economlc benefit!; to the nation and 
to the otherwise isolated villages and regions they serve. 

Local cnrrency funrling will provide for a two year activity under 
which il total of 1082 kilometers of rural roads will be maintained, repaired 
or upgraded. Some 728.5 kilometers of rural roads will receive routine or 
periodic maintenance, and 353.5 ki lomcters will receive upgrading. The latter 
group \~i 11 he limited to rural roads which support specific development 
activities where the absence of upgrading would limit the economic return on 
the invest.ments already made (e.g. irrigated perimeters, integraterl rural 
development sites, village level cooperatives, etc.) The specific sites have 
been studied by Louis Berr,er International. These field trips plus existing 
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studies done for AID and the I~orld Bank, as well as information provided by 
the Public I~orks department (BCEOM, Harza, etc.) form the basis for the 
evaluation. Annex G contains the results of the survey including the economic 
justification for the specific f-eader roads being proposed by the Government 
for upgrading, and for the specific roads being proposed for annual and 
periodic maintenance. 

Four groups of roads to be improved were evaluated and included in the 
project (see Annex G) 

Length Kilometers 

Lower Casamance Pidac area: 124
 
Lower Casamance Pidac area/Zone 9: 78.5
 
Senegal River Valley ­ Matam area: 108
 
Senegal River Valley - Bakel area: 43
 

TOTAL 353.5 

The economic ra tes of return are f avora ble to exce llent, va ryi ng 
between 12.57 and 31. 77 percent in the normal situation. A sensitivity 
analysis \.as performed and demonstrated that only in the worst case situation 
(increase in investment costs of 10 percent; decrease in agriculture benefits 
of 10 percent) are two of the rates of return below 10 percent. The sUllll'lary 
of this economic evaluation is presented in Annex G. 

The \,'orld Bank has found that road maintenance is among the 
activities yielding the highest rates of return, frequently yielding returns 
greater than 100 percent for highways.l The roads to be maintained are 
listed by region below: 

Region Length-Kilometers 

Sine Saloum 231 
Thies-Louga 193.5 
Casamance 229 
River Basin 75 

Senegal Oriental (27)
 
Yleuve (48)
 

TOTAL 728.5 

The kinds of economic benefits expected from consistent maintenance 
are explained in more detail in Annex G, but might be summarized as follows: 

reduced vehicle operating costs; 

reduction of losses and spoilage of produce and other 
transported goods; 

continuation of agriculture production henefits due to the 
feeder roads; 

1 International Roads Federat'ion. World Highways (Newsletter) Vol. XXIII. 
Washington, D.C., October 1982. 
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prolongation of road life and postponement of the need for 
infrastructure renewal; and 

reduction of eventual renewal and periodic maintenance costs. 

3. Execut ion 

It is expected that the project will be carried out under the aegis 
of the Public Works Department using its Rural Roads Maintenance Brigades, its 
regional Public Works officeli, and private contractorll. The exact combination 
is to be determined. One of the conditions precedent to disbursement of funds 
for this program wlll be that the Public Works Department proVide an 
acceptable plan for execution of the project, with guarantees of equipment 
availability and a detailed description of the equipment to be used. 

Some $542,000 in local currency has been set aside for the purchase 
<?f spare parts and materials available on the local market. This funding will 
allow the Government to put back into service some equipment now sidelined. 
Other equipment is expected to come from the equipment parks of the Regional 
Public Works offices, and additional equipment financed by German credits, and 
the upcomIn;; l~orld Bank loan. A substantial part of the work of transporting 
cement, laterite, clay and other materials will be done by the private 
sector. So while there arc some equipment requirements, given the simplicity 
of the routine and periodic maintenance planned, and the basic level which 
improvem~nts arc envisaged, only a minimal additional amount of foreign 
exchange wi 11 be required. This amount will be manageable from existing or 
expected resources. 

4. Other donor consultation 

This project has been Iwrked out in consultation wi th the lVorld Bank 
which is presently negotiating its Fifth Highway project ··/i th the Senegalese 
Government. The Bank project will concentrate on the maintenance of the 
existing road network of some 14,000 kilometers. The principal thrust will be 
the care of the primary and secondary road system, thus USAID's emphasis on 
maintenance of rural feeder roads complements the objectives of the highway 
project. 

5. ~OS seli-help and future financing 

Hhi Ie the financing provided under this PMD is for a carefully 
selected activity covering two years, the Government views feeder road 
maintenance :IS a medi.ul~ to long-term, essential nation-wide activity. The GOS 
hopes that its collaboration wi th USAID on this activity will at least 
continue over the time span of the four year World Bank Fifth Highway project 
I~hich will start in the summer of 1983. GOS self-help, apart from salaries of 
staff, manpower on the brigades and equipment mentioned above, uill include 
its matching contribution due in early fall 1983 to a revolving fund managed 
by the Public Works Department (400 million CFAF) which will be funded by the 
lVorld Bank this summer (assuming the loan is approved). The Bank expects to 



- 39 ­

fund the revolving account in early summer to allow the preparations for the 
tall maintenance work to begin immediately. All further contributions to the 
revolving fund will be pari passu with the World Bank and GOS contributions 
being deposit.ed at the same time. 

Fo~ a continuing USAID participation in Senegal's feeder roads 
maintenance program, the USAID expects to establish with the GOS a program for 
ito financial participation along the lines of that reached with the World 
Bank this year. As stated in the report in Annex G, adequate engineering and 
other data exiots for the current program. 1I0\~ever, for additional 
contributions, proper arrangement!; would need to be made for the execution of 
the design and technical studies needed for an c>:pansion of the activity. 

Some 35 million CFAP ($100,000 in local currency) has been earmarked 
for a Feeder lloadl; Study. While adequate technical studies and documentation 
have been available for the 1082 kilometers of roads proposed for maintenance 
and upgt'ading, in this PAAD, additional feede'r (rural) roads will require 
economic and technical studies. 

6. Eotimated activity disbursement 

Estirn;·tcd activity disbursement are estimated as follows: 

IN CFAF In US $ 
Haintcnance of 728.5 kms 

of Feeder Roads 234 115 750 CFAP $ 668 902.14 

Impruvement and Maintenance 1 092 154 400 CFAF $ 3 120 1,41.15 
of 335.5 luns of Feeder 
Roads 

I5! Inflation and lnforeseen 198 940 523 CFAF $ 568 401.49 

1525";;';0 673 CFAF $ 4 357 744.78 

Feeder Roads Study 35 000 000 CFAF 100 000.00 

Spare parts 189 789 327 CF;\F 542 255.22 

1 750 000 000 CFM~ $ 5 000 000.00 
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VI. PROPOSED COMMODITY IMPORT PROGRAM 

A. Objectives 

There are four objectives to this proposed Commodity Ir4port Program. 

1. Balance of payments support 

As mentioned in the Hacroeconomic Justification (Section III), 
Senegal'o balance of payments situation is in serious difficulty for the time 
being and the amount of dollaro which will be saved by this CIP will be 
welcomed by the GOS. 

2. Promotion of U.S. exports on the Senegalese market 

Although the Senegalese market is small, this program should be an 
occasion for U.S. exporters to have their products tested in a traditionally 
French-oriented import market, and to create new commercial relations which 
could, hopefully, be expanded over time. 

3. Generation of local currency funds 

The local currency generation will be utilized for a project of 
maintenance and improvement of rural roads. 

Thio project is developed in consultation with the World Bank which 
is presently negotiating its Fif th Highway Loan which will be exclusively for 
maintenance of Senegal' 5 road network. Since its thrust is on primary and 
secondary roads, the joint GOS/USAID local currency activity for feeder roads 
is complementary and very much needed 

4. Influence on road maintenance policy 

A major policy point with the Governm~nt will be the necessity to 
regularize the f Jnancing of the road maintenance fund so that there are 
sufficient funds prOVided ,1nnl1ally to maintain Senegal's road network 
(including rural roads) in a satisfactory condition, and that these budgetary 
provisions, over the next few years, take pri~rity over the building of new 
roads he they primary, secondary, or feeder. 

B. Commodi tics to he Financed 

All itemn listed as eligible in the AID Commodity Eligibility Listing ­
1981 Edition, as revised, (Handbook 15, Appendix B), will be eligible for 
financing under this grant. Special emphasis will be placed on the expansion 
of the agriculture equipment sector, to meet the expected demand as this 
sector expands, in conjuction with the GOS's overall goals. In addition, 
insurance, transportation and related technical services will be eligible for 
financing. AI\) Regulation 1 applies to commodities, insurance and 
transportation costs. 

C. Environmental Rationale for Categorical Exclusion 

The Determination of Categorical Exclurlion (Annex H) recommends that a 
categorical exclusion be granted because this is a Commodity Import Program 
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grant which can be excluded from the environmental procedures requirement, in 
accordance with AID Regulation 16, Section 216.2(c)2(ix). The program will 
provide balance of payments support to the Gas. AID will not have prior 
"knowledge of specific couunodities to be financed nor control during 
implementation of the commodities or their usc in the host country". 

Local currencies generated from this CIP will be used to support the GaS 
program of rond maintenance and repair of feeder roads. So as to ensure that 
the GaS is advised on AID environmental concerns, the joint GOS/USAID 
Hanageml,nt Committee will be briefed on AID environmental and road 
construction guidelines with such materials as the USAID publication, 
Environmental Design Considerations for Rural Development Projects (Chapter II 
- Rural Roads October lY80) and a brief Frenell translation of Regulation 
No. 16. 

D. Program Implementation, Administration and Evaluation 

L	 Program implement.ation 

a.	 Authorized source of procurement for Commodity Import 
Prog ram 

The authorized source and origin of commodities to be financed 
under this grant is AID Geographic Code 000, U.S. only. 

A waiver requ~st is Included in Annex J, for ocean transporta­
tion, from Geographic Code OuO to Code 899, Free l~or1d. 

b.	 IY:1plementation plan 

(1) USAlD PAAD authorization schedule: 

Date 

PAAD Design Team Fielded (Dakar) 3-4/83
 
PAAD Design Completed (Dakar) 5/83
 
PAM Authorized (Washington) 6-7/83
 
Grant Agreement Sieneel (Dakar) 8-9/83
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(2) Commodity Import Program Schedule - $5 Million 

Steps 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

For Direct 
Reimbursement 
Procedure 

8-9/83 

9-10/83 

9-10/83 

10-11/83 

11-12/83 

xxxxxx 

12/83 

2-3/83 

xxxxxx 

xxxxxx 

xxxxxx 

Commodity Procurement 
Instruction (CPI) issued 
by USAID 

GOS issues instructions to 
importers re requIrements for 
both reimbursement and standard 
import financing 

Finand ng Reques t s (FR) sub­
mitted by GOS to AID/W via 
USAID separately for issue 
of a Direct Reimbursement 
Authorization (ORA) and a 
Letter of Comdtment (L/CO!1) 

AID/W !Hsues ORA and L/COH 

DRA and LICON received by 
USAID and furni~;lwd to COS 

Initial letters of credit
 
(L/C) initiated by importers,
 
25% deposit made by importers,
 
and Bank Guarant~e for remaining
 
75;~ deposit obtained.
 
Funds tr;]n~;ferl'd to Central Bank
 

I ni t ia 1 documr, ntat ion pac. bee 
submitted by GOS to AID/W 
through USAID for reimburse­
ment 

Initial reimhursement payment 
made by AIU/W to GOS 

PaYI~ent m'lfIe hy LIS bank to 
supplier under L/CON against 
initiill Llc 

Importer notified by local bank 
that goods shipped and suppliers 
paid. Importer informed that 
remaining 757. deposit due no 
Inter than 6 months 

Importer deposits remaining 
75% of value of lIe; funds 
transf~red to Central Hank 

For Standard 
Import Procedure 

8-9/83 

9-10/83 

9-10/83 

10-11/83 

11-12/83 

12/83-6/84 

xx>:xxxx 

xxxxxxx 

3 - 9/84 

3 - 9/84 

9/84-3/85 
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2. Program Administration 

a. Administrative responsibility 

(1) USAID/Senegal 

(a) Supply Management Office(SMO) 

The USAID/Senegal Supply Management Officer, under the 
direction of the USAID/Senegal Director, and in 
cooperation with support offices in AID/Washington, 
will have direct responsibility for USAID coordination 
with the IHnistry of Finance/Central /lank in 
monitoring and expediting procurement of co~moditie6 

and related services under the CIP. Specific 
responsibilities include: 

Drafting information/brochures for potential suppliers 
in the U.S. and for ir:Jporters in Senegal about the 
opportunities and financing procedures of the CIP. 

Reviewing with the Central Bank on a r:Jonthly basis the 
documentation being submitted for reimbursement, and 
advise, as necessary. 

Reviewing with the local banks (approved applicants) 
at least monthly the progress being m.lde in opening of 
letters of ~redit and generation of local currency 
countervalue. 

Maintaining contact with the private sector importer 
cOIJmunity to motivate use of the available AID funds 
in the interest of promoting trade expansion and to 
assist in resolving problems that may arise between 
importer and suppliers and banks. 

~Iaintaininr. frequent communication with M/SER/COM in 
AID/Won documentation and credit matters, and request 
ausistance in contacting suppliers when problems in 
interpretation of AID procurement regulations arise, 
or IJhen special docnmentation is required. 

The VSAID offic~r responsible for this Grunt, under the 
direction of the Chief, Agriculture Development Office, will be responsible 
for coordinating, in conjunction with other USAID offices, the program 
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implementation and usc of the local currency generated by this CIP. lie/she
 
will be the U.S. representative on the joint GOS/USAID Management Committee
 
set up for this purpose. Specific responsibilities will include:
 

Assisting the GOS in preparation of its proposals to 
the Committee for assistance, primarily for rural road 
maintenance, with some upgrading permitted. 

Monitoring, in conjunction with the Central Bank and 
the SMO, the ratc of imports and the generation of 
local currency. 

Reviewing expenditures from local currency-funded 
activities in conjunction with the Central Bank and 
Ministry of Finance. 

Reviewing changes in proceJures on expenditures, as 
required, with the Central Bank and Ministry of 
Finance. 

Representing USAID on a joint GOS/USAID committee set 
up to review descriptions and budgets for proposed 
activities. 

Preparing quarterly and annual reports Bummarizing the 
activit1es. 

Participating in the evaluation of the Grant as 
scheduled in the overall GOS/USAID Evaluation Plan. 

(2) Government of Senegal 

The entity directly responsible for the administration of 
both procedures to be usco in this CIP, the Direct Reimbursement Financing and 
the Standard Financing procedures, will be the Central Bank. An existing 
office in the Centnt1 Bank is already managing the World Bank's Structural 
Adjustment Loan and the Develop~ent Credit Program, which arc similar in 
nature and goal to AID's proposed CIP. The utilization of this office will 
help ensure preparation and submission of the reimbursement packages and, 
after heing reimhur:;ed by AID, the immediate generation of local currency. 

b. AID procurement procedures 

For the ell' portion of this l'AAD, private sector procurement 
procedures, In accordance with AID Regulation I, Section 201.23, call for 
competitive negotiated procurement. It is required that the importer solicit 
quotations or offers from a reasonable number of prospective suppliers, and 
consider all quotations received. Solicitation of offers from more than one 
supplier is not required when the importer is already the supplier's 
authorized distributor or dealer. 

(Note: No procurement involved for direct reimbursement - see 
SectIon f. ~elow.) 
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c. Related technical services 

Commodity-related services will be eligible for financing under 
the Standard Financing Procedures portion of this grant provided that the cost 
docs not exceed 257. of the cost of the commodities, or $50,000, whichever is 
less. Services directly relatcu tu cOIUIDudlty purchases include training for 
operation and maintenance, equipment installation and start-up. 

All custs covering these services must be included on the 
proforma for the comlJodities being purchased, and both will be paid for by one 
letter uf credit. 

In August, 1981, Senegal rescinded its old import laws and 
executive urders to allow [or unlimited importation from all sources and all 
origins. The exccptionn to this are for those goods which are included in the 
quota sYGtem (which protects indigenom: industries), those for which prior 
authorization to ir.Jport 's required and those which are on the list of 
prohibited items. Goods imported from member countries of the Economic 
Council uf West Africa can be imported without limit and can be exempted from 
quotas, prior authorization and prohibition by the Ministry of Commerce. 

Hheu ne,'deo, the Hi nister of Commerce may establish annual 
qllotas for Cel"ta in goods. 

Any person/company intending to import and/or export goods must 
have a \';did importer/exporter card. This card is issued by the Ministry of 
Commerce. The application for this card must include: 

(1)	 A general information sheet concerning the person/company 
re4uesting the card. 

(2)	 A certificate of enrollment in the Commerce Register or 
the Trade Register. 

(3)	 A certificate of payments of patent taxes or of being end 
llser. 

(4)	 An attestation from the Office of Family Allowance and 
\~orkmen's Compensation indicating the amount of 
contributions depooited during the last year. 

(5)	 An attestation from "The Senegalese Retirement Institute 
(ISRI)" of the amount of contributions deposited, will be 
necessary if the company is liable for this. 

(6)	 A declaration th"t an accounting system Is kept. 

(7)	 An attestation of contributions certifying that the 
requestor regularly pays income tax, patent taxes and has 
been assigned a contributing account number (which is 
issued by the Ministry of Finance). 
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(8)	 An attestation from the Exterior Financing Division stating 
that the requestor has never been sentenced for infractions 
of the legislation or the currency exchange regulations. 

e.	 Valne of transaction 

The minimum transaction value has been established at U.S. 
$10, 000. No maximum limi ta t ion has been speci fied. USAID reserves the right 
to concur on any transaction in excess of 25% of the standard procedures 
allocation of this grant. 

f.	 Financing proceduren 

Procurement and Financing procedures will be implemented in two 
ways simultaneously, the Direct Reimbursement method of financing and the 
Standard Financing procedures. 

The Direct Reimburnement procedures method is proposed to 
generate foreign exchange quickly for immediate needs. AID will reimburse the 
GOS for imports that were purchaned beginning in Senegal's FY 83 (July I, 
1982). These imports must be eligible items from AID's Commodity Eligibility 
Listing, 1981 edition. A maxiQuo of $2.5 million will be allocated for this 
method of financing. 

Tile GOS will ~ubmit to USAID invoices for eligible products 
imported frm:l the U.S., beginning July 1, 1982. H/SER/CON/SE will review 
these documents for c08pliance with applicable AID regulations. A 
"Certificate tu AID" will be sfmt to each U.S. supplier for signature to 
ensure that AID l"equln.'ull'l1u; Wel"e met for the transaction. The Controller, 
AID/W, 1.-111 advise RA.'lC/Pari~; to issue a check for the approved amount, to be 
sent	 to USAID, who, in turn, will deliver it to the Central Bank, and will 
require a receipt. It is estimated that this procedure will take 
approximately t\,'O I:lonths to cOl1plete. The Central Bank, on receipt of the 
Direct Reimbursement check, will be expected to deposit immediately in a 
special counterpart account, established for this purpose, the equivalent 
value in CFAF at the officLd rate of exchange the daj' the check was rcr:eived. 

The Standar,j Financing Procedures, under AID Regulation I, will 
silaultaneously be implemented with the Direct Reimbursement Procedure. 
Negotiated procuiement procedures as applicable to private sector ell' 
financing (Reg. I, paragrJ(lh 201.23), will apply. A minimum transaction value 
of $10,000 will be established. 

To implement Standard Financing Procedures, the Central Dank 
will select tlW local hanks in Dakar, one U.S. Dank and one Senega leGe or 
French Bank, to becOl;w the issuing banks for all letters of credit requests, 
for private sector financing of commodities from the U.S. Included in a 
Commodity Procurement Instructions (Cpr), form AID 1130-1, USAID will outline 
the services and responsibilities required of the banks. The designated local 
banks mllst have a correspondinG bank in the U.S. which is experienced in the 
issllonce of letters of credit for international transactions. The local banks 
will screen importers, establisll collateral (apart from the goods to be 
imported), verify that the imports arc elicibie under AID financing and arc 



FI~A::;CING ,""W !'ROCUi~EHi'Xr CYCLE 

DIRECT REI~\i\Ui\SE:1ENT !'iWCEDC!U:S (0 R) 

COS & USAIO 
negotiate and sign 
Crant AgreerJent ~ 

:-tinistry or Fin.-:lnce 
submits Fin3ncing 
Request (FR) to USAID 

USAID revie\l!l [or U5AID f ot"WOlrds Al~/~ inforCis ~SAIO
c:ocplecenclts ~--;.~ FR to AIO!W~ that fR' is processed 

I 

DocuCl~nts 9~nt 

to AION for 

./ approval 

AIO/W issues 
check for 
approved 
a:uount 

I.... 
Tr3nsac t ion!! 
ap?rovcd by 
AID;;; 

/L.------..-J 

"------l 

USArD recei ....es 
dollOli check, 

subQits to Centr~l ~ 
B'lOk. obt.1.ins 

~rec.ipt 

Cot~?1~t"\1 f~rr:J 

submittc,J to 

AION '0 o.lt"h "Ie
up wi th oUt.."ument ........
 

C~ntr,]l i\.J;l~ t..!t·,HPiits 
fuuos in spc~ial local 
(urrl.~ncy account. erAF 
rate of cxch.-:lngc ~n Jatc 
of r~ccipt of ~o:;ar check 

CSAIO assigns case 
nu=hrr tu each s~t 

of GtJct:;.li.'nt~ .:wd 
records .'::'lltUlt 

I.etter an..! fOf::l 

st:nt tu :'~jlf'll icr 
in U.s. to veri!> 
that tr':lnsaction 
::leets AID rc· 
quirc:Jc;;,ts for 
DR 

USAID inforcs Central 
bank to submit docu­
cents for consider­
ation 



--

GaS & USAID 
negotiate and 
sign Crant 
Agreem~nt 

Supplier's 
bank infot"Cls 
suppl ior of 
L/C 

Supplier 
submit. 
Form 11 
to AID/W 

.\10/\0 

.pprove~ 

FocCl 11 

Joint GOS/USA:D local 
currency ~nage~ent co~­

mittee approves disburse­
ment of lIe for specific 
projects 

Ministry of Finance 
suboics financing 
requests (FRs) to USAI 
for ~an~ Letters of 
Co::citl':1cnt(~J::.k l.'CO~~) 

and J~si~nJtcs appli ­
" ~ ~ ­.... .. 

c.s. ~orr~spvndin~ 

b~11~ sc~ds LIC to 
suppli~r's o.Jnk 

... AlD/lJ inforo.s , SUj)pl icc 
~ s'.Jppliers or ~ ships 

approvaL heedsI 

J 
G('l,JUS dcrive 

Jt jl.)ct 

1
 

USAIO revic\l~ 

FRs for 
completeness 

e .S. CiJrrcs­
punJ.ing b~nk 

LS5U€:S LIC 

I
 

Ld: 

I::lportcr oust c ie.H' ~OuJs 

frorn port .... ithin 9a c:!ys 
after arrival

'--------_. ­

FI~ANCI~G ~~D PROCUREMENT CYCLE 

STANDARD FlNA.l\jCING PROCEDURE, 

CSAID for­
","aras FRs 
to AW/ll 

1\l'ilt icmlt b.,mk 
tct ... xcs u.s. 
cl} .. r~·si,· ..mJinh . 
b •.1l1k to i.s.sue 

:-;llpplicr subcllts 
docu=zent5 to b ..lI\k 
tor payment 

Atoft: issues Bank 
L/CO~. to U.S. 
corre~piJnding banks 

r: ,. 
,\·.ptica!lt bank 
tcp')9it~ LtC into 
'ipe~ial account at 
cenc.ral bank 

S:Jf\? 1 i (';:,' s b.'lnk !ol-·nds 
(!(}CtJ~cnts to U.S. 

-'1 ~orr~s~on~ing b~nk7 
fur pa~ccnt and pays 
$III'P 1i,'r 

~.5. ~orre~ru~Jing 

ll.J:lk scnJs GOcur:Jl'n t s 
to A1D:Y 1~~ payne!lt 
';ll~J Jt! .... isl~s lh.~ 

;];'pl iC.H~t b.1:1 .... 

Ir.'lp')rt~r ellst !letl or IISC 

~oods ~ithin 1 year att~r 

receipt of goor.!s 

Applicant ban~ d~P0~its 

lIe in s?e~ial JLCOUnC 

in th~ cen:ral b~ll~ 

l~p~rtcr d~~osits 75: of 
C.I.F. VJluc ...,ithin six 
::l~"nths to a;>p: ir:Jot Lank 

PRIVATE SECTOR 

AID/W iO!01":5 

USAID & GOS 
that B3n< L/cO~ls 

have bee:! issued 

C'lrrcnL:)'. 25% of C.l.F. , I Impurter subc:its 
~/ v..tlue. intu ap?l icant bank i I request to the d?pli ­

~ ~lrH1 obtains bank huar.:sntec oK- cant bank for Lie 
f~r rL~~ininb 7S: I issuance 

~ 

Apjll icaot h.:wk informs 
ir.l;;ortc:" tll.:lt bJ.!a:~c~ of 
V01111(' 0! i=::j",Yrts, I)"" 

du(" .:it!lin :iix r.:unths 

I::tportcr ~cposits 

COS infot'::s im­
porters that f~n­
ancing is availabl 
uncer AID-f inanced 
eIr 

IUCJl , 

Importers .elicit 
·at least 3 offers 
(~ro formas) from 
sUPt'llicrs 

l j'-- _ 

AI:)/\.: reviews
 
AID/~ inforcs U.S.
 

c!ocuce-r:.ts for Treasury t:l make 
payment payocnt to corres­

,pondir•• b3:lk 

Ailpl ie.mt oank not i f ies 
injwrtcr that geoods h,]\,'c 
hc~n s~i?pcd an~ supplier 
paid 



- 47 ­

not prohibited by the GOS for importation, provide monthly computer' eports of 
status of letters of credit, status of funds, collect balance of payments, 
transfer funds to the Special Account for local currency for the activity 
defined in this PAAD, and report monthly accounting of local currency funds 
collected and deposited. Service charges will be competitive and reasonable. 
The bonks will maintain adequate filee for all documentation, for 3 years 
after the final payment [or each transaction has been made. AID officials 
will have access to these files. 

After the Grant Agreement has been signed and the CPI issued, 
the GOS will request AID/W, with USAID approval, by way of a Financing Request 
(FR), AID Form 1130-2, to issue a Letter of Commitment for the annual grant 
amount (less those funds designated for usc under the Direct Reimbursement 
Procedure during the first year) to the advising banks in the U.S. All AID 
requirements for documentation from the supplier will be stipulated. The 
designated issuing hunk will initiate the import letter of credit. The 
complete financing cycle is as follows: 

(1) The Seneealese importer has received offero; (proformas) 
from U.S. suppliers. The best offer is then selected. 

(2) The importer applies for digibility for AID-financed 
assistance at one of the issuing banks. The bank verifies that 
the proposed commodities arc eligible, according to the AID 
Commodity Eligibility Listing, 1981 edition, as amended, and arc 
permitted for import under Senegalese regulations. 

(3) Once eligibility is determined, the importer may pay as 
little as 7.5% of the c.i.f. (cost, insurance, freight) value of 
the transnction, in CFA!', official rate on day of transaction. 
In addition, the importer is responsihle for the bank's service 
charges, although no interest moy be charged. h bank guarantee 
will be required for the remaining 75;' of the total value of the 
tran~,action. Le .• the bank establishes the security for'the 
additional 75% of the value, to be paid as .late .IS 6 months 
after the bank receives the documents. The commodities 
themselves will not be used for this purpose. 

(4) The il:lporter siens the issuing bank's letter of credit 
agreement form. The application is approved and the letter of 
credit document is issued. 

(5) The issuing bank forwards the letter of credit to the 
advising (corresponding) bank in the U.S. 

(6) The advising bank delivers the letter of credit to the 
U.S. supplier. The advising bank notifies the issuing bank in 
Dakar that the L/C ,has been accepted. The 25% deposit for the 
transaction is then transferred to the special fund at the 
Central Bank, for allocation to the activity described in this 
PAAD. 

(7) The U. S. supplier ships the mere hand ise to the buyer in 
Senegal. 

\i)\
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(8)	 The supplier submits all required documentation to the 
advising bank and after review, is paid. The required documents 
are: 

Commercial Invoice 

Bill	 of Lading 

Declaration that AID emblem appears on all shipping 
crates 

Form AID 11, Application for Approval of Community 
Eligibility appruved by M/SER/COM/CPS, in 
AID/Hashington 

Form	 AID 282, Invoice and Contract Abstract 

(9) The advising b,1nk forwards the documents to the issuing 
bank in Senegal after revision and approval. The importer then 
is allowed six months from that date before paying the balance 
of 75% of the cost of the transaction, interest-free which is 
supported by a bank guarantee to assure payment. 

(10) The importer is issued the documents necessary for customs 
clearance. The importer arranges for necessary customs 
clearance. The importer is responsible for import duties and 
all costs incurred ill relation to customs clearance and any 
storage charees. 

(11) When the issuing bank collects the counterpart balance of 
75%, th~se funds orc then transferred to the Central Bank for 
deposit in the special counterpart fund set up for this pm"pose. 

g.	 Disbursement period 

After the Grant Agreement has been signed by the GOS (estimated 
date September, 1983), the GOS will submit the Financing Requests to USAID fl 
transmittal to AID/H. It is anticipated that the steps required for the 
Direct Reimbursement procedure, from the point of reviewing documents until 
A[O/W approves the transactions submitted, will take approximately two 
months. Therefore, the Urst (~heck should be issued by November 1983. 
Documents will continue to be reviewed for eligibility until a value of 
$2.5 million is approved. This process should be completed in less than 
six months, or by April 1984. 

Simultaneously, the Standard Financing Procedures will be 
implemented. Disbursements will be made up to eighteen months aft~r the 
signing of the Grant Agrcement. 
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g.	 Dishursement Period 

(1)	 Proposed U. S. Dollar Drawdown1 

Cummu1ative Summary 
U.S.	 S(OOO) 

year/month Direct Reimbursement Standard Total Cumulative
 
Financing
 

1983 Sept
 
Oct
 
Nov 100 10 110
 

June 100 3045
 
July 80 3125
 
Aug 30 3155
 
Sept 60 3215
 
Oct 120 3335
 
Nov 225 3560
 
Dec 300 3860
 

1985 Jan 300 4160
 
Feb 300 4460
 

April 240 5000
 

Dec 200 20 330
 
1984 Jan 400 1,0 770
 

Feb 600 75 1445
 
Narch 600 100 2145
 
April 600 100 2845
 
Hay 100 2945
 

~larc h 300 4760
 

TOTAL	 2500 2500 5000
 

1	 On assumption that the grant agreement is signed no later than 
September 15, 1983. 
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2Standard Procedure Method 
U.S. $(000) 

25%	 deposit 75% balance Cumulative 

(ave. 8 months later) 
1983 Sept 

Oct 
Nov 10 10 
Dec 20 30 

1984 Jan 40 70 
Feb 75 145 
March 100 245 
April 100 345 
May 100 445 
June 100 545 
July 80 625 
Aug 30 655 
Sept 60 715 
Oct 120 835 
Nov 225 1060 
Dec 300 1360 

1985 Jan 300 1660 
Feb 300 1960 
March 300 2260 
April 240 2500 

TOTAL	 625 1875 2500 

2	 Equivalent value of the dollar amounts listed above will be deposited in 
CFAF in the special local currency amount set up in the Central Bank for 
this purpose. 
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h.	 Commodity arrival, clearance and disposition 

The Port of Dakar is a large, well-managed port, with adequate 
facilities to unload and store all types of commodities. It is anticipated 
that importers will be able to promptly clear their goods through customs, and 
it is expected that the goods will be utilized within 12 months after arrival. 

3.	 Program monitoring and evaluation 

a. The project manager will enDure preparation of a monitoring plan 
that will provide quarterly and annual reports by project on implementation of 
the grant. The reportD will be designed to provide information to GOS and 
USAID on the composition and ani val of commodity imports, the generation of 
local currency, the establishment of local currency accounts, and on 
disbursements, by the GOS and USAID. 

b. The USAID Economic Unit will keep under continuous review the 
macroeconomic aspects of this grant and will further monitor the GOS 
performance in r.leeting the covenants and targets agreed between the UIF and 
the GOS in the extension of the Standby Agreement and with the World Bank in 
the Structural Adjustment Loan. Quarterly reports will be made to the USAID 
Director of the results of the monitoring, or more frequently should 
developmentG make it deuirable. 

c. The Joint GOS/USAID l/e Management Committee (in addition to 
approving proposals for l/c financing, Gee VLD.2. above), will carry' out a 
joint review annually for the purpose of establishing, reaffirming and/or 
altering prioritie:3 governing the uses of funds and reviewing achievement 
against plnns. TIle USAID project manager will calIon USAID resources for any 
additional help and uuidance needed for this evaluation meeting. 

Following the meeting, the project manager will prepare an assessment 
rr~port. The annual meeting Idll accomplish the following objectives: 

(1)	 Ansess the import component of the program, including types 
of commodities, rnte of import inflows, and rate of 
generation of local currency. 

(2)	 Review Dnd make any adjustments deemed necessary for local 
currency funded activities. 

d. Based on the information obtained from the exercises described 
in a. and b. above, senior management of tile USAID will meet annually (or more 
often if required) with their uenior coullterparts in the Senvgal(!se Government 
to discuss balance of payments, other macroeconomic issues, progress of the 
Economic Reform Plan agreed with the UIF and the World Bank, etc. This annual 
policy level review and evaluation \.ill provide a sound basis on which the 
USAID can recommeud to Aln/l~ further project and program assistance. It will 
also provide a concrete opportunity for tIle USAID to encourage the Government 
to take the spec! fie but difficult policy actions needed for the success of 
the Economic Reform Plan, and to achieve their goals in the agriculture sector. 
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VII. ADDITIONAL CONSIDERATIONS 

A. Import Harket Analysis 

The Chamber of Commerce of Senegal has provided a list of approximately 
200 exporters/importers. They are categorized by general merchandise, 
industrial and vehicle concerns. In addition, the Joint Economic/Commercial 
Unit of the U.S. Embassy has compiled a list of subsidiaries and affiliates of 
U.S. firms represented in Senegal. 

A survey will be made, under the direction of the Supply Hanagement 
Officer, of all commercial concerns in the Dakar area in order to identify 
importers and potential importers. This information will be compiled, with 
interests categorized by type of commodity. Contact name, address, phone and 
telex numbers will be included. This directory will be submitted to AID's 
Office of Small Business where it will be issued as an AID Importer List to 
all fims in the U.S. currently on the mailing list, approximately 5,400 
concerns. 

In the past three years the Economic/Commercial Unit has made market 
surveys of the fishing and food processing industries and the agriculture 
equipment sector. These arc rapidly developing ~ectors, with a great import 
potential, due, in part, io the GOS's goal of food self-reliancy. 

The consensus of importers I nterviel.·ed during these studies and by the 
USAID staff is that suppliers are very interested in U.S. products. The lines 
that are carried are considered outstanding, and suppliers would like to carry 
additional lines, but arc not aware of exactly what is available from the 
U.S. Therefore, it is planned to I~ount an intensive mall campaign in the 
U.S., through AID's Office of Small Business and through International Trade 
Centers to encourage U.S. suppliers to contact Senegalese importers. 

Importers responded positively to the proposed Letter of Credit System, 
as, on severaL occasions recently, no foreign exchange has been available for 
U.S. Dollar drafts. The availability of U.S. Dollars for imports through this 
elP would eliminate existing informJI foreign exchange barriers and expedite 
imports, enhancing visability of U.S. products in the Senegalese market. 

B.	 U.S. Trade Statistics 

The latest trade statistics available from the U.S. Department of Commerce 
ilnd from the Chamber of Commerce of Senegal arc for CY 1981. Imports from the 
U.S. were valued at $42 million, or 8% of all GOS im1orts. Some $27 million 
or (3% of U.S. source imports was for food products. Imports from the U.S. 
arc second to France, which provides approximately 40% of all imports. While 
annual amounts vary, there should be ample opportunity for this modest CIP to 
succeed. 

1	 Of this amount, $11.5 H was financed under the PL 480 Program as follows: 
rice $9.36 H, sorghum $.81 H, cooking oils $.6 H, dried milk $.14 H, wheat 
$.05 M, and other foods $.5 H. Commercial imports included sunflower 
seeds to produce oil, corn, wheat and edible preparations. 
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Categories of commodities which have a potential for expansion include 
agriculture equipment and spare parts (1981 a $3.4 million); industrial raw 
materials, machinery and spare parts (1981 a $1.04 million); and 
transportation equipment and spare parts (1981 = $3.5 million). 

C.	 Absorptive Capacity 

In the past 5 years, U.S. exports to Senegal have varied in a range 
between 40 and 60 million dollars. Hu~evcr, as mentioned earlier, more than 
60;' of thefie amounts arc agriculture products. 1I0wever, still some 15 to 20 
million dollars worth of nonfood products are imported from the U.S. each 
y Jr. The $5 million proposed commodity import program represents therefore 
between 25 and 35 percent of U.S. nonfood imports. In practice, it is in fact 
half thdt percentage since the program will finance ell-rect reimbursement for 
$2.5 million worth of U.S. export::; on the 1983 calendar year and $2.5 million 
on the 198!. calendar year. Therefore, there 'is no problem for the Senegalese 
economy to absorb this small amount of imports. 

D.	 Impact on U.S. Balance of Payments 

The short-term impact of this grant on the U.S. balance of payment 
position is negligible. 

E.	 Relationship to Overseas Private Investment Corporation (OPIC) and U.S 
~)(Jrt Import Bank Activities 

1. OPIC 

OPIC's insurance coverage in Senegal is not significant. 

OPIC Insurance Exposure in Senegal (September 1982) 
($000) 
Inconvertibility Expropriation War 

Current % of 360 5007 3792 
\,ror Idwide Exposure 0.03 0.21 0.18 

Naximum under 7612 7674 6460 
contract % of World- 0.28 0.20 0.19 
wide Exposure 

Pendin~ Applications 5226 7948 7948 

2. Export-Import Bank 

The Export-Import Bank has several loans in Senegal totaling $17 
million at the end of 1982, mostly with GOS. Part of the reimbursement on 
these loans has been rescheduled recently. 
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The proposed Commodity Import Program should not overlap with 
Export-'Import Bank activities in Senegal. However, AID will coordinate 
closely with the Bank and the American Embassy, Dakar to assure that the AID 
grant docs not finance items which the Export-Import Bank has already agreed 
to finance. 

F. Internal Financial Effects 

Given the small amount of local currency generated and inserted into the 
government budget, and given the length of time (1 to 2 years) to expend the 
local currency, no mensurable internal financial effect is expected. 

G. Past Performance and Current Status of Nonproject Import Programs (PL-480 
Title III) 

1. Objectives 

The purpose of the three-year (FY 1980-82) $21 million Title III 
program was to provide encouragement to the COS in key policy areas. The 
specific policies being supported were (1) decentralization of agriculture 
development tllrough specialization of the regional development agencies (RDAs) 
on extension services, (2) strengthening the role of village sections, (3) 
management and conservation of natural resources, and (4) review of marketing 
and pricing policies. A one-year extension is proposed for FY 1983. 

In FY 1983 tllis procram, along with two other program activities (the 
ESF funded elf' 685-0262, and tlte SDF funded fertilizer import program 
685-0249), 1.'111 provide substantial BOP support, and witllin the framework of 
the L\lF/IBRlJ/GOS economic plan encourage the GOS to make those difficult 
economic and social decisions necessary for success. 

Title III requIres development of the activities to be undert,1kell at 
the time the Title III procram proposal is prepared using the local currency 
proceeds. The six activities desiened and now underway arc (1) agriculture 
pollcy studies, (2) construction of cooperative storage, (3) physical 
infrastructure for decentralized agriculture research, (4) physical 
infrastructure for rural technical schools, (5) dune fixation, and (6) a small 
agriculture development fund. As can be seen, the activities were chosen to 
further support the policie!; focllsed on under this program. 

The rice which IB imported under this program is purchased using a 
letter of credit/commitment system, with USDA's Commodity Credit Corporation 
funds. The GOS also must set up letters of credit for, and arrange, the ocean 
transportation. The rice is sold into the commercial market and funds are 
deposited into a special account. 

The GOS agency responsihle for this is the Price Equalization and 
Stabilization Fund (CPSP), and imports all commercial rice. They arrange for 
the purchase of the rice in the U.S., and its transportation, arrange the 
letters of credit, receive, store and sell the rice, and deposit the proceeds 
into the Special Account. As a reBult of a previous evaluation, it was found 
thut the CPSI' is the only entity which has authority to deposit funds in the 
Special Account for Title III proceeds. 
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The CPSP is competent to undertake its functions and has performed 
reasonably well, except for one problem. The rice importl'o:! has been at a 
price and at a dollar-CPA exchange rate which has made it 
difficult-to-impossible to sell at a price which would cover all their 
expenses (special account, transportation, handling, etc.) and still be at an 
acceptable price to the consumer. Even after lowering the price to slightly 
above that of commerical imports, the pace of rice sales is too slow to 
provide sufficient funds to the Title III activities when they are needed. 
This has resulted in two problems: slowdown in flow of funds in activities and 
a shortfall in proceeds. 

3. Usaee of local currency generations 

As mentioned above, under Title III, the activities to be funded with 
local currency proceeds were designed as part of the total Project Paper. 

Each activity has a separate account to which funds are deposited 
from the special account. Each activity has a yearly budget, and 
disbursements arc scheduled quarterly. (Not the actual practice because of 
lack of proceeds). The Management Committee, comprising a representative of 
t1w Ministry of Plan as Chairman, Hinister of Finance as Permanent Secretary, 
Minister of Commerce and aSAID, approve the budgets, revie~ progress and 
requests for funds and have sole authority to disburse funds from the special 
account into the activity accounts. 

One of the problems which has caused confusion has been the initial 
LOP budgets set only in dollars. Activity managers were not exactly sure the 
CFAF amount they were allotted and mistakenly assumed that, as the exchange 
rate increased, their activity budgets would also increase. As the result of 
an evaluation recommendation, activIty budgets have been set in CFAF, There 
remains the problem of possible "windfall" proceeds due to increase with the 
exchange rate. In discussions, the concensus was tc have a shelf-item 
activity which could be used if extra funds do become available and usc any 
windfall as contingency for the portfolio. At present, exchange between the 
dollar and the CFA franc, a shortfall is not anticipated in the account. 

4. Current Status 

The firbt Title III program covered a period of three years 
(FY80-82), amounting to $21 million, $7 million per year. In order to avoid a 
gap in support, in FY83, a one-year, $8 million, extension to this initial 
Title III program is being proposed. Commodities under this extension arc 
sorghum and rice and possihly wheat anel powdered milk. This extension will 
give the GOS and USAID the time to investigate the best solution to the 
problem of commodity and vehicle (Section 206 or Title III) in the future. 

The three-year Phane II ·Food for Development program is targeted for 
FY84-86, at $10 million per year, for a total of $30 million. Based on 
experience gained during the FY33 extension, commodities might include 
sorghum, rice some wheat and powdered milk. 

5. Conclusions 

There has been one matn problem with Ti tIe III: PL-480 rice (207. 
broken) is generally too expensive and not similar enough to Senegalese 
consumer habits. Other problems of management have been ironed out through 
the annual evaluation recommendations and yearly agreement amendments. 
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The Title III program has shown that a commodity import program is 
viable in Senegal. TIle GOS has the potential both for importing, selling and 
depositing local currency proceeds from the U.S. commodities, and for 
implementing activities with those proceeds. 
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VIII. BACKGROUNU UESCRlPTION 

A. Political Framework 

Senegal is a nonaligned, moderate, functioning democracy now in its 
twenty-fourth year of independence. Following nearly 21 years of development 
under the leJdt!rship of former President Leopold Sedar Senghor (who retired in 
1980), Sene~31 in February 1983 ht!ld its first seriously contested multi-party 
electiolw I.. Hh 5 parties COl3petin!.l for the Presidency and 8 parties presenting 
slates for tilt.' 120 I;eats in the II.Hional Assembly. Acting President Abdou 
Uiouf WilS oVI'rwhelmingly L'lected as President to hin first full term in office 
with 84~; of tht! vote, and his socialist party (1'5) captured 111 out of the 120 
natiollal assl!r.;bly se3ts. Over 50;'; of Senegal's voters actually went to the 
polls, and the (·lections were carried out in a quiet and orderly fashion 
throughout the country. This il; indeed J h1storic event not only for Senegal, 
but for Afr1ca as 3 whole (cspec1all)' IJhen one consider" how few multi-party 
nti.ltes nrc left, and of these, how few would allow free elections. Senegal is 
probably uni'1ne in thil; regard.) With this election, Scnegnl established its 
credentials as the leading d'~mocr;ley on the Continent. 

This stronti win at the polls should help the government face up to the 
vital, but difiicult decis10ns ahead in overcnminc its economic problems 
(described in section B below), many of which are structural. These decisions 
will require couragl~ and firm political will to carry out. The Government of 
Senegal h'lI; alredJy delnonstratp.d its political will over the last two years 
and willinelle[;S to take tough decisions when it stopped all agriculture 
credit, raL;ed prices of r.Jillet i1nd groundnuts, increased taxes on imports, 
such as rice. sugdr, cooking oil, and gasoline, reduced fertilizer subsidies, 
abolished one rural development parilsatal (ONCAD), and reduced personnel in 
two others. These are only a few of the major reforms. However, as important 
as these actions are, they arc only initial steps on the long road ahead. 

Senegal's cconor.Jic and social difficulties arc indeed grave; however, its 
strnr.;; :::C:~l1itr.lent to del~ocratic practice and the rule of law b0-:'JS well. for 
the nation's i1bility to face up to the~;e challenGes. 

On the internat iona I ~;cent' Senegal has been a positive force for 
moderati,on ,1nd rl'ason. It hilS worked c lusely and effectively with other 
moderate I;tates in the UN and other forums. (For example, Senegal is the only 
black Aft"ican ~;l.lte I,ildch provided mil1tary personnel as part of International 
Peace keeping forces in Shaba, Lebanon, Chad, and the Sinai.) Senegal has 
been in the iorefront of moderate African nations trying to contain Libya's 
aggressive actions in Africa, i1nd h.1S played a key role in the OAU and other 
Pan African forums. Senegal, in July 1981, was instrumental in putting down 
till' t-lilrxist-insplred coup attempt in the Gambia. 

Senegal's geographic location on the western most tip of Africa has a 
special interest fur th .., United State!>, and is of significant strategic 
importance in world terms. Senegal demonstrated this importance in World War 
rI, and in the Falkand crisb; in 1982. Dakar serves as the only emergency 
landinG site for the NASA "pace shuttle immediately after launching. Senegal 
ha" among til" helit air, licaport, and communications facilities in 'vest Africa. 

Within Jts West African subregion, many of Senegal's neighbors are 
politically insecure, and the c'ountry represents an island of stability and 
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moderation. The GOS has been an active and highly regarded member of the 
CILSS and in working with the Paris Club. It is therefore in the U.S. and 
other fdendly countries' self-interest to help Senegal preserve its moderate 
views and democratic tradition. Not only is this help vital to Senegal's 
ability to continue its own progress economically and socially, but it will 
also set an important example for its immediate neighbors and the West African 
subregion as a whole. 

As further testimony of the importance of Senegal to the West in general 
and the U.S. in particular, over the past four years a number of senior U.S. 
Government officials and Members of Congress have called in Dakar. These 
visitors have included both Vice Presidents - George Bush and Walter Mondale. 
and former Secretary of State Alexander lIaig. 

To sum up, Senegal's influence as a nonaligned country extends well beyond 
its borders. and because of its mature, centrist posture, and its quiet but 
effective role in international affairs, it fs held in esteem by many less 
developed countries, Western Europe and the United States. 

B. Government of Senegal Development Setting and Strategy 

1.	 BackGround 

Senegal's economy has been generally declining since the great 
drought of 1973 which followed five years of substandard rains. In the 
ensuing years of that decade, the fragile and rebuilding Senegalese economy 
again shouk unde r tremendous Ii t r:lin. thi s time as a resul t of: 

a.	 the sharp fall-off in world prices for peanuts and phosphates, 
two of which were then the country's principal exports; 

b.	 rising import prices for food and manufactured goods as well as 
for petroleum; and 

c.	 an overly ambitious and relatively unproductive public 
investment program coupled with extensive government 
intervention in the economy. 

By 1977, the slide began to assume crIsis proportions. Severe 
droughts during tllree of the four years, 1977-81, adversely affected cereals 
output and drastically reduced the production and exports of peanuts. the 
backbone of the economy. The four year average in these years was 22% below 
the twenty year average. As Senegal's foreign exchange earnings fell sharply, 
the real GOP per capita declined over the period by an estimated 18%. 

In an effort to cushi.on the adverse impact on consumption and public 
investment, the GOS turned to heavy foreign ~orrowing and subsidizing of 
consumer imports, forgiving farmer debts, and increasing government 
employment. As a result, in 1981, Senegal's foreign debt reached over 60% of 
GOP. Debt servicing would Ilave required 28% of export earnings if not for 
emergency debt rescheduling. The budget deficit for FY 1980-81 reached 25% of 
domestic revenues. The current account deficit reached 211. of GOP (up from 
3.6% in 1977). Domestic savings turned negative and, nonetheless, real per 
capita consumption fell. In short. Senegal was facing its \~orst economic and 
financial crisis since indepen~ence in 1960. 
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The GOS response was the adoption of an Economic Reform Plan ("Plan 
de Redressement") introduced in December 1979 and developed in close 
consultatioll with the INF and the World Bank. The French Government has given 
this plan its full support. The purpose of the Reform Plan is to reduce the 
balance of payments and budgetary deficits, thus stabilizing the economy 
during an initial two-year period. Coupled with large-scale extraordinary 
assistance l which has been made largely contingent upon GOS adherence to a 
far-reaching series of reforms, the Reform Plan also aimed at clarifying and 
reducing the role of the public and parastatal sector, so as to enable it to 
operate more efficiently in defined areas, and at reducing the constraints on 
private sector production and marketing activities in agriculture, industry, 
and twrvices. The Reform Plan constitutes the principal framework and 
reference point for assistance of all major donors to Senegal. The principal 
monitors of Reform Plan progress are the INF and World Bank. 2 

2. ~griculture sector 

Seventy percent of the population of Senegal lives in the rural 
areas. In a normal year this population produces agriculture products 
(principally peanuts) accounting for more than half of the country's total 
export earnings. In fact, in 1981, more than 50~~ of the population was, in 
one way or another, dependent on the peanut industry for its livelihood. 

Hhile technical assistance for an up-to-date assessment of the 
agriculture sector is provided for under the agriculture PAAD (685-0249) using 
Sahel Development funds (SDF), (the last assessment being the Horld Bank study 
issued in 1979), the principal problems are described helDI.': 

a. Water t~hortages ilnd Irregularities 

In the short term, insufficient rainfall is the most significant 
Llctor influencing agriculture development I n Senegal, followed closely by 
government polieie:; which have served as dIsincentives to production. For the 
crop years 1979/80 and 1980/81. rainn were well below the long-term average, 
in some areas less than 50;: of the non:]. Fa roers subsisted on a combination 
of their mCDr,er yields and stocks accumulated in the good production year 
1978/79. In 1980/81, poor rains led to ncar complete failure of the peanut 
crop, placing cxtreGW pressure on the GOS to maintain crucial food and import 
levels. As a re~ult of depIcted food reserves in villages and households, 
limited peanut seeds of good quality, and frustration over marketing through 
cooperatives, the orca planted for the 1981/82 peanut crop was approximately 
107. below normal. In 1982/83, the rainfall was adequate yet food production 
was dowll due to a variety of reasons, including inadequate fertilizer use. For 
this 1982/83 l:rop season, crop growth or yields: peilllut production was 
891.,000 tall:; (VB. 790,000 the previolls year). millet was 1197,440 tons 

1	 Sec Annex A, Table 19 for a detailed breakdown of other donor assistance. 

2	 An IMF Extended Fund Facility permitting Senegal to purchase SDR 184.8 
million over a three-year period was negotiated. The World Bank also made 
a Structural Adjuotment loan of t60 million. 
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(vs. 736,000 tons), and paddy rice was 105,225 tons (vs. 103,000 tons). While 
attempts to ease water deficiencies through irrigation are very much part of 
Senegal's planning, over the medium-term, it is rain that will remain the key 
variable. 

b. _Soil depletion 

As the level of agriculture production in Senegal has increased, 
the dcmunds for crop nutrients Iluve progressively exceeded the supply from 
nat~lral weathering and build-up of soil material. A portion of the plant 
needs have been traditionally "supplied" by leaving the land in fallow. There 
are local norms for different salls and crops allowing for 1 or 2 years of 
production after fallow periods of 3 to 20 years. However with increasing 
population and greater demand for agriculture production for food and 
commerce, the periods of fallo\J have been shortened or eliminated so that 
farmers are now "mining" the soil nutrient resource. In some zones, farmers 
have reduced this effect l.iomewhat by crop rotation and the usc of animal 
manure when it is available. t'either of these practices compensate for the 
demands for high yields so that signs of nutrient deficiency can be observed 
in field crops. The IFDC has estimated the plant nutrient removal in an 
average year at 30,222 tons of N, 11,383 tones of PZ05' and 46,834 tons of 
KZO. Using current grades of fertilizer materi~ls, it would be necessary to 
apply more than 250,00U tOilS of commerical fertilizers to replace these 
nutrients. The crItical deficic'ncy in soil nutrients is impressively 
demonstrated by field trials of various fertilization practices. And the 
strong demand for fertilizer provides a clear indication that farmers arc well 
aware of the problem and itu uolution. 

c. Overdl~pl~ndence on a slnp,le cro]> 

In normal years, the peanut crop accounts for 40 to 50% of 
Senegal's annual export earnings, which now exceed a totiil of $370 million. 
Because of 11 lack of water, irreguL1rity .In dIstribution of i.mproved and 
maintained seed varieties, reduced fertilizer uuc and poor management of Gail 
resources, increascd volume of peanut production is not promising. Further, 
lJince millet anrl sorghum, the subuistence staples of the rural populations, 
ere usually planted by the same farmers who plant peanuts, competition for 
land is another source of limitation to peanut production. Finally, the COS 
ia also reluctan~ to Increase its dependence on the peanut crop, given future 
proJ(!ctions in the \wrld oilseed m,lrket \Jhich indicate that competition from 
other types of oib make Senegal's products less attractive. Consequently, 
the GOS has tunwu to the Senegal River B,win and the Casamance region to 
~evelop and Increase food production in general and rice production in 
pa:tI<:l,lar. 

The agriculture sector in Senegal also includes sir,nificant 
live:;tock productIon in the northern anu eastern pastoral zones as well as 
cotton production in the eastern and southern zones. Commercial fruits and 
vegdables exi/it in all regions of tilt.! country for local fresh markets, though 
t heSll enterpri!,es are of modest consequence in the economy of the agriculture 
Sl'ctor. The GOS also wishes to serioulJly examine' the ways and means of 
diversifying production in the Peanut Basin to include maize, soy beans, 
leguminous crops, and vegetables over the next ten years. However, for the 
next decade at least, Senegal is likely to remain a basically mono-crop 
country, its fortunes bound to"its peanut fields. 
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d.	 Malfunction of agriculture institutions: Regional Development 
Agencies and cooperatives. 

The institutional support structure of the agriculture sector 
has been largely influenced by the Regional Development Agencies (known as 
RDA's) 

(1)	 Societe d'Amenagement et d'Exploitation des Terres du Delta 
(SAED-Senegal River Basin Region); 

(2)	 Societe de Developpement et Vulgarisation J~ricole (SODEVA 
- Peanut Basin); 

(3)	 Societe pour la Mise en Valeur de la Casamance (SOMIVAC ­
Casamance); 

(4)	 Societe de Developpement de l'Elevage dans la Zone 
Sylvo-Pastoral (SODESP - Central Plains); 

(5)	 Societe pour Ie Developpement des Fibres Textiles 
(SODEFITEX - Eastern Senegal). 

From independence in 1960 through 1978, the GOS had 
progressively placed greater responsibilities and resources in the hands of 
the RnA's as a means of achieving growth in the agriculture sector. These 
agencies were to provide farmers with improved technology, necessary inputs, 
improved access to markets and in general, to expand the acreage of the 
principal crops. By the late 19705, the RDA's had become cumbersome 
bureaucracies that were intimately involved in the rural sector and were a 
burden to, rather than a leader of, agrLculture development. In 1978, the 
RDA's consumed 15% of the country's Gross Agriculture Product. In the 'Peanut 
Basin, the GOS parastatal, OI,CAD, controlled the supply of all agriculture 
inputs and marketing of peanuts. This organization, corrupt and inept, was 
abolished as an initial measure under the Reform Plan in 1980. 

The cooperatives in Senegal, particularly in the Peanut Basin, 
have	 earned a bad reputation. This comes largely from the fact that the 
peanut cooperatives, economically and traditionally the most important of 
Senegalese cooperatives, have been dominated by a centrally-controlled 
agriculture and marketing policy. The result has been effective elimination 
of farmer participation In cooperative management which in turn has provided 
an open door to corruption of the cooperative system and has led to the 
alienation of cooperative members. 

The cooperatives and the.ir members suffered from a number of 
deficiencies, including the undue control Ly local "notables," especially the 
president and weigher, who were usually literate. The membership are 
basically illiterate and lack Ilumeracy skills necessary to understand 
cooperative records. Hernbers have no voice in selection of which members 
receive credit despite the fact that all members are responsible for the 
cooperative's debts. Cooperatives hav0 had no control over produce once it 
leaves the coooperative even though losses incurred in transport and handling 
arl~ charged to the coopcrativeis account. Furthermore, cooperatives here had 
no voice in determining the price of their products and no say in the 
quantity, quality, or price of inputs to be made available to them. 
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The conclusion that can be drawn from the above list is that the 
farmer docs not have control over the local coooperative upon which he is 
dependent for his factors of production, nor docs he have an effective voice 
in determining the policies of the economic system that relies heavily on him 
and peanut production for survival. 

TIle combination of burdensume institutions and unresponsive
 
c:ooperntivC';, has been a major discouragement to the Senegalese farmer.
 

e. Failure of the agriculture credit system 

Farmers in Senegal usc agriculture credit for the purchase of 
seeds, fertilizer, implements, pumps, draft animals and cattle for fattening. 
Credit had been e;,tencled in kind by cooperatives and by the RDA I s, with 
farmer:;' accountG being settled by the delive'ry of produce or payment in 
cash. However, basic management and audit systems have -been inadequate and 
the system gradually built up a debt roughly equal to the value of one year's 
peanut production, or approximately 56 billion CFAF ($ 160 million). Recent 
vill.1gl' Burvey work al!JO revealed that as much as 50% of the registered farm 
debt is either Inadequately recorded or perhaps falsely entered in the hooks. 
To offsl't the adverse affects of bad weather, and to respond to farmers' 
complaint,; about the management of the credit pror,ralIl, the GaS has twice 
forgiven (wbts in tlte past five years. This debt forgiveness has seriously 
undl·rrained Llll' inl"C'grity of the agriculture credit system, making refonn all 
the mor(l {!s!.cntlal . 

.:r:.l~'_~-ll1sterfty ir.lposed_~he Economic Reform Plan has forced tae 
GUS to n,,;trict fund,; available for credit. As u result, the lJSAID has 
obs-er\'l'd !;ucT' signs:-; reduced farming intensity us increased usc of poorer 
'lll.:llity villai;c-gro\"n sc"ds, lower rates of fertiLizer usc, and the continued 
use r>f old and unrcpall-cd implcment~;. Thesc su~~gest that production is being 
con'3traln"d by til" rc!;tricterl credit supply. Visits to villages by USAID 
staff during the last agriculture campaign confirmed the severe hardship to 
farmers consequcnt to the lack of credit. 

(;1v"n the importance of rura.!. credit and the nef!d to have an 
up-to-,late a,;sessment, other funding has been provided in the Agriculture 
Development Assi!;tan':e PA,\D ((lI35-0249) for a study of rllral credit and 
savinf,s. It also provides for the pOSSibility of local ':lIrrency assistance 
for the newly created lbtional AerIclllture Credit Bank (Caisse Nationale du 
CredIt At;ricole du Sencgal--CNCAS) which alr.o mobilizes savings. 

During the past two yean;, the official market prices paId to 
producers of pcanllU;, ric" itnl! millet have risen an average of about 25~;. As 
expected, farmers appear to have rer.ponded by increasing production, generally 
by Investing lIlore lahor ilnd management attelltion. De8pite the [;lrm-gate price 
increases, hal/ever, certain croJls were diverted from normal marketing channels 
and (;old for hIGher prices in other localitie(;. For exnmplc, S'Jme ricl' 
produce rs along till! 'ienega 1 River GO 1d t hei r surp IllS in Ha 1 i at 80 CFA/kg. 
(vs. GUS price of 60 CFA/kg). 
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Current GOS plans indicate that costs to the farmer for 
fertilizer, seeds and farm implements are likely to rise with the removal of 
State control over the factors of production, including a reduction in 
subsidies. It is not yet apparent if price increases in these items will be 
coordinated with further farm-gate price increases in order to maintain the 
production incentives that have been established for the current agriculture 
season. The narrowing of incentives could again become a major constraint, as 
it was in the pasl when prices were kept low to provide the Government with a 
Gubstantial margin after the :;ale of products on the world market. The GOS 
used thi!; balance to subsidize urban industry and provide increasingly large 
food imports for urba~ populations. 

g.	 Deterioration of the rural road network 

While Senegal has one of West Africa's best road networks 
(primary, secondary, and feeder roads), since 19B1 it has had great difficulty 
in finding the budgetary resources required to maintain the system. The 
limited resources that !I,lve been made available have gone to the hardtop and 
graveled primary and secondary roads with virtually no funds available for 
rural roads. In ~ddition, some of the unimproved feeder roads essential to 
the success of integrated rural development programs, irrigated perimeters, 
cattle fattening projects, etc. have not been improved due to lack of funds. 
Thil; I;ituation has h,11::pered or will preclude obtaining the full return on the 
substantlal i:1VL'stmentl; already made, or in the process of completion. 

Even more ,;eriou1; is the fact that every year without routine or 
periodic l:wintcndl1cr·, thL! pl)tential cost of repair increases geometrically, 
nnd the rate of the deterioration of the existing feeder road!; accelerates. 
The l~orld Bank i;, alarmL'd, and plans to devote its entire Fifth Highway Loan 
(now under ne~oliation) to ~alntcn3nce of Senegal's road network-primarily 
concentrating on primary ilnd !;econdary ronds. As a result, it has welcomed 
US,\ID coopcril~ion l!tilizinr, the local curren;:)' generated under this PAAD for 
rural roaJ rJaintcnance. (Sec Sect ion V "Usc of Local Currency" for a fuller 
descriptlon of thl' l/e program for rural road maintenance and improvement, and 
Aun('~: G for an ('conn.alc evaluation of this program.) 

3.	 Key dements of the GOS strategy to deal with agriculture sector 
rI°blelJs 

As set forth in the Re'form Plan, the key clements of the GOS strategy 
for revitalizing the agriculture sector are: 

a.	 reorganL:ation of the Geed distribution and marketing systems; 

b.	 reorganizat ion of the Rural Development Agencies (RDA' s) to 
decentralize their management, reduce operating costs, increase 
efficiency and liherate areas for private sector initiative; 

c.	 encouragement of private sector initiative in areas of marketing 
and agriculture services; 

d.	 greater involvement of cooperatives and village level groups in 
decision-making related to commercial agriculture; 

e.	 revamping of agriculture credit; 
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f. revising the structure for the agriculture research progrlllD; 

In 1980 and 1981, the COS initiated actions of a practical nature to 
implement elements of the above agriculture strategy. For example: 

Peanut prices were raised 11% from 45.5 CFA/kg. to 50 CFA/kg. 

The GOS, in 1980, began negotiations of revised terms of 
reference and budgets for the RDA's. Known as ProgralD Contracts 
("Contrat Plan"), the new agreements are to clearly state the 
responsibility of the GOS for support of staff nnd operating 
budgets. In return, the RDA's must commit themselves to 
specific production targets, reduce the number of staff, and 
withdraw from certain activities so as to create opportunities 
for private sector replacement. Program contracts negotiations 
were concluded with SAED containing explicit statements of 
production objectives and reorganization. SODEVA also has 
reduced its staff by 50%. 

The government farm supply agency (ONCAD) lola!> disbanded and 
approximately 400 workers were removed from government roles. 
Steps to have the private sector handle the peanut trade were 
undertaken when the GOS placed this responsibility with the oil 
manufacturers. 

A working group was set up in 1980 to define policy and 
institutiond objectives for agriculture credit and in 1981 a 
plan for the complete revision of the agriculture credit program 
was drawn up by the Prime Minister' s l~orkil1g Group for 
Agriculture Credit (of which USAID is a member). 

Plans were begun for a major program of farmigg systems research 
which was put into effect in 1981. 

Other reforms, such as increases in consumer prices (and reduced 
subsidies) of bread, cooking oil and petrol products, averaging 
~early 25% were initiated. 

In 1982; while the GOS remaLled faithful to the main lines of its 
Reform Plan, particularly in the agriculture sector, it had some difficulty 
remaini:lg within the finandal ceilings for credit and budgetary expenditures, 
and in meeting the targets set out in the Standby agreement with the IMF and 
some of the conditions of the IJorld Bonk structural adjust~ent "'hich were set 
to support the [HF'1. n.onetary targets. 

The dramatic fall in the world price of peanuts aggravated the 
foreign exchange deficit, and increased the budgetary deficit. 

As 1982 waG a rr~-election year in a multi-party democratic context 
(elections \/ere held at the end of February 1983), the imposition of 
additional spending restraints after the courageous steps taken in 1980 and 
1981 become extremely difficult for the government. As a result, the GOS did 
not make all of its 1982 targets, and foreign exchanGe releases under hoth the 
IMF Standby and World Bank Structural Adjustment loans were held up, pending 
resolution in 1983, after elections. (Sectio~ IV, "Macroeconomic 
Justification" discusses this situation in mort.; detail.) 
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4. Other sectors 

Before 1960, Senegal was the administrative, commercial and 
industrial center of the West African Federation,l and enjoyed all the 
benefitg conferred by that status. Independence deprived the counLry of this 
role, and during most of the sixties, Senegal had to adjust its administrative 
structure, transit activity, and its infant industry to better match the more 
limited needs of its domestic market. With a secondary sector contributing 
about 23% r,f GOP in 1979, Senegal can be characterized as a semi­
industrialized country, by African standards. However, the average growth of 
the industrial sector since 1960 has been a rather modest 4% per annum (p.a.) 
on average. 

The principal lines of industrial development have been production 
and processing of primary products (phosphate, cement, groundnut oil), and 
light manufacturing industry for import substitutiol'. In 1984, a privately 
run, world-class fertilizer facility, International Chemical of Senegal (ICS), 
will come on stream using the locally mined phosphate, and mixing it with 
imported sulfur to make Diammonlum Phosphate (DAP) and Triple Super Phosphate 
(TSP). While the complex is mainly for export, part of the production will be 
sold on tIle domestic market. First year exports are expected to be 213,000 mt 
of fertilizer and 200,000 mt of phosphoric acid p.a. It is a mixed 
corporation with equity capital of 225 billion CFAF ($66 million) held by 
ragcria, Ivory Coast, Sene"jal, Indla, the Islamic Development Bank, and 
private banks and firms. Principal loans have been made to ICS by the World 
Hank, Islamic Bank, Caisse Centrale, African Development Bank, IFe, EIB, EDF, 
and OPEC. The secondary sector, including the phosphate mine, employs about 
n of the labor force. Highly !;killed and managerial positionr, in most large 
and medLumo-scale enterprises are occupied by expatriates. Th~ future of the 
mining and industrial sectors in moderately promising. In mining, in addition 
to phosphates (estimates show ,,5 y""lrs of reserves at the current production 
rate of 1.5 millJon tons p.a.), Senegal has modest offshore oil reserves and 
larr,e iron ore depodts of i" quality that woqld seem appropriate for a modern 
steel industry. I!o\vever, oil 2nd iron ore reserves have not been fully 
explored. are deposits are located far from existing transport centers; 
consequently, their development wouLd involve very high investment costs in 
transport infrar.tructure, ilnd commercial exploitation is unlikely to start 
during the present decade. IHth respect to lJanufacturing, there arc still 
some possibilities for developing import substitution industries. More 
importantly, the country'r, political stability, its well-developed urban and 
port infrastructure, its proximity to Europe, Bnd its strong politicol and 
economic links with major Europe3n countries, could make it attractive to 
foreign investors and foster the development of an export-oriented industry. 

At ICil!;t two other areas hold more promise. Senegal has rich 
territorial waters with a large and diversified fish stock; in fnct, the 
domestic fishing and fish processinG industry is one of the few truly dynamic 
branches of economic activity. 

1 Under colonial rule, the Fqderation was comprised of the Francophone 
countries of Benin, Guinea, Ivory Coost, Mauritania, Sudan (Hali), Upper Volta 
Bnd Senegal. 
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Also, the pleasant coastal climate almost throughout the year, the 
abundance of attractive beaches, and the development of efficient airport 
facilities, have served to encourage the growth of a vibrant tourism industry 
which has contributed significantly to the real growth in the tertiary sector. 

5. Social factors 

Senegal's population slmres most of the characteristics of African 
delJography: a rapid rate of growth (of f idally 2.8% p. a. ), a high dependency 
ratio (slightly below 1:1) reflecting a very young population structure, and a 
low but increasing rate of primary school attendance (over 40% in 1980). More 
importantly, the rate of demographic growth seems to be accelerating, and the 
rate of growth of the working age population (2.2% p.a.), though also 
increasing, is dIstinctly below the overall population growth rate. The 
attendant social costs of these basic features in terms of demand for 
education, health, other basic services, and for jobs create potentially 
serious problems within a slow-growing economy such as Senegal's. 

Other socio-delJographic factors more specific to Senegal have a 
direct bearing on the economic environment. One is the large concentration of 
population in the Dakar area, now a highly developed city and administrative 
and cultural center of close to one million people, with a large university 
and several other institutes of hieher education. Another is the impact of 
Senegal's long historical exposure to the Western world. The most perceptible 
consequencc~; of these n:o factors are a strong bias towards a "European" 
pattern of COlwut:lption, a well-organized labor force with highly vocal unions, 
and a liberal political s;n;tem tdth officially recognized and influL!ntial 
opposition parties. '[he overall impact is the continuing popular demand for 
higher wages, job security, and various forms of social welfare all of which 
are expected to be provided by or through the Government. Thus, labor costs 
nrc high by international stnndards, in a country which is often considered as 
a labor-abundant economy. 

C. USAID Assistance Strategy 

1. Overview 

The USAIO Senegal COSS for FY83, submitted in January 1981, 
elaborated tIle Mission strategy for responding to the economic situation 
in-country. ThiS strntegy was accepted by the Africa Bureau, per State Cable 
77365, on March 6, 1981. AID/W accepted the FY8S COSS supplement, detailing 
the training and health programs in support of approved goals, on April 8, 
1982 per State Cable 16537~. 

The PY8S CDSS update, submitted in February, 1983: (a) reviewed 
Senegal's progr~ss in implementing its economic Reform Plan, now entering its 
third year, (b) set out the ~lission' s Country Development Strategy Statement 
related to this reform for the 1983-1987 period, (c) summarized the chief 
means by I.hich the AID program ",auld carry out the Senegal Strategy, through 
mensures in support of policy reform, institutional development, the private 
sector, and technology transfer, and (d) underscored the requirement that the 
Mission put the programs previously approved from a policy standpoint in place 
during FY83 in support of the Country Strategy if the strategy is to continue 
to have menning. Dtalogue about policies could be vitiated if practical 
measures ore not taken within Q reasonnble period of time. 
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Section VIII,B.J, "Key Elements of the GOS Strategy••• " above lists a 
number of specific examples of actions taken by the government over the last 
three years. The USAID program supports the GOS Reform Plan. 

Some of the highlights of USAID's assistance strategy for the period 
198)-1987 arc listed below. (The chart on the next page oets out graphically 
USAID's strategy in terms of GOS's long-term coal, Hission's goal, purpose, 
projects and outputs.) 

2. Goal: food self-reliance 

The goal of the USAID program is Senegal's achievement of the 
capacity to feed its people. by domestic production Rnd by trade, even in 
drouliht ycarli. by the close of this century. Increased agriculture production 
is the key in SenegRI to both higher per capita income and to an improved 
balance of payments. 

Hi' h fa~'r1 self-rel1ance the goal. til': USAID program in Senegal has 
two principal ct:1pha:,e!>. TLe first is upon increased food production in ways 
favorinl; the maximum partic:i.patiof! of the> population, toccther with an accent 
upon the t"cgencration of !lOil and fuelwood resources required to cultivate and 
cook food products. Maintenance of a viable rural rood network, an essential 
part of the rural infrastructure. is fundamental to the success of this 
pror,raln. l'SAID':, liecond and related emphasis is upon the delivery of health 
and family plannin13 services at local levels, both to increase the 
productiv.lty of the farming population as well as to reduce. over tir:lC. the 
rapid annual rate of population increase, officially estimated at 2.8%. If 
unchecked. IHl'sent dcmo13raphic trends will push Senegal' 6 attainment of food 
self-reliancy into thc far-distant futnre. 

J. Najar turgcts 

Towards the goal of food Helf-reliance. the USAID with GOS 
collaboration has set four chief targets in agriculture: 

the progressive decontrol and commercialization of rural 
prodnction (by activating farmers' groups. streamlining the 
KDA's. and encouraging the private sector); 

the development of more effective agronomic practices (through 
improved research and extension, pricing. credit. mixed forming); 

the increase of cultivated land area (in the Senegal River basin 
and the Casamance Region); and 

the improved management of soil and water resources (irrigatIon 
practices in the Senegal River and Casamance River basins. land 
reclamation in the Peanut Basin). 

The USAID asoistance strategy also establishes a human development 
program to assure the support of. and to derive benefit from. the agriculture 
priorities. It recognizes that better nutrition. wfrlpr training. and rcadier 
,1CCCSS to primary health care are both the meallS and the ends of agriculture 
development. Tlu.: strate~y underlines the point LiliJL. whereas a demographic 
program is in the long run cSGential, the nece!;sary foundation for 
establishing family planning services in Senegal Is on affordable nutrition 
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and health program within the reach of the general population. Accordingly, 
USAID plans to continue efforts begun in the late seventies to establish a 
model user/payer village health system in the Sine SaloulD Region. Coupled 
with	 agriculture activities, the Mission will continue (based on egotiations 
held	 before the joint assessment) to establish a family health program which 
ultimately will depend upon rural clinics. Also, USAID will concentrate upon 
functional literacy and rural project management training in support of rural 
producer groups and village level cooperative groups. Only very recently is 
Senegal beginning to show evidence of a fundamental concern with the 
inefficiency of its primary education system. When there is a clear 
Senegale:;e cornmitment to reform in this area, USAID intends to review what 
assistance, if any, the U.S. should offer. 

4.	 Focus of 1983-1987 proGram 

The USAID program for 1983-1987 will be distingUished in four 
principal ways from that set in place between 1974-1980. 

As indicated above, the 1983-1987 program gives a much more important 
place to program assist'l.l1ce. This segment is planned via: 

(a)	 a PL-480 Title III program (~8 in rY83 and ~10 million annually 
FY84-86), 

(b)	 a proposed $25 million grant for the development of the 
agriculture sector ($5.0 million in FYS3, and ~20 million over 
three years, beginning in FY86), and 

(c)	 a proposed Economic Support Fund grant of $5.0 million in FY83, 
and $10 million per year for FY84-85. 

Under t hi s program seement, the U. S. will finance essential import s 
and generate local currency to support food production, soils, crops, credit 
and savings, regeneration programs, rural road maintenance, and food and other 
policy studies. The financing of imports will help Senegal to stabilize its 
balance of payr.JCnts; the major thrust of the first phase of the Reform. An 
import progral:! Id 11. also assure the !Jnited States a continuing role in 
national policy discussions with the government and with Senegal's other major 
donors. (Section IV "Macroeconomic Justification", goes into this high 
priority need in'some detail.) Program assistance is more flexible in that it 
provides shorter lead time in supplyinG balance of payments support, the time 
of disbursement is much shorter then in project assistance. It provides 
budgetary support through the llc generation drawing on GOS resources to 
manage the local currency thereby reducing the amount of USAID supervisory 
time	 required. 

The second major difference in the 1983-1987 program for Senegal is 
tI,e 'mphasis AID will place upon local producer groups and the private 
sector. lit the same time, USAID Idll continue to help strengthen two or three 
of the RDA's as extension agencies, and by this means, increase the 
capabilities of rural producers. USAID will also initiate additional means to 
strengthen the position of food producers and rural entrepreneurs. Under this 
program, aspects of I~hich arc dellcribl.'d in detail. in the Agriculture 
Development Assistance PAllO, (685-0249), AID will apply the local currencies 
generated from the progcam activities to support functional literacy training 

~\ 
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of village level cooperatives and local producer groups, to enlist the help of 
Private Voluntary Agencies with farmer groups and entrepreneurs, and after 
appropriate study, help the government undertake revised credit and marketing 
programs on their beh<llf. ThiEl PAAD (in Section V and Annex G) describes the 
llc support to the Government's Rural Road and Maintenance Program. 

A third feature of the USAID program ill 1983-1987 will be its greater 
geographic concentration. This is necessary to increase the impact of the 
program, bringing its health Dnd agriculture activities into direct proximity, 
and to in.:rea:;e management efficiency. Thus, from the six region:. in which 
USAID is currently en~Dged, new funding beginning in FY8~ will be focused on 
three regions with above-average water resources and farm production 
potential: tbe Senegal River Basin (through the OHVS programs), the Sine 
Saloum, and the Casamance. AID is already involved in important programs in 
these areas. Similarly, uver the same period, USAID will reduce the number of 
active projects from JO tu 13, although the overall program in dollar terms is 
projected to substantially incrcase. 

Tile fOllrth and [ined ch... ractcristic of the program is the degree to 
which it is hosed upon an intense and continuing collaboration with the 
GovernlDent Itsclf, .:lnd with the major donors, including the UIF, the IBRD, 
EEC, ilnd Fr,lllcl', wllich are concerned essentially wi tll the implementation of 
Senegal's [{('fonn Plan. Thilt the government of President Abdou Diouf is 
determined to (JJ11tin'1l: his Government's close cooperation and dialogue wIth 
all donor:;, lJilati.:ral and r:lllltilateral appears clear from the President's 
major economIc report to the ~ational Asser.lbly's Economic and Social Council 
on April l4, l'lliJ fl< wllich h,~ <;trongly supported the results of the measures 
taken to date, and l':·;!lorted the nation to continue and increase its efforts. 
Earlier ilt the donorr,' conference which the government (with clos" lBRD 
support) convf'[wd an,l chaired in Paris in October 1981, and subsequently 
through tl1l' follow-up confcrl'nu'; on liectoral and project levels held 
t!lroll(;hout 19:~:?, the Covernr.:ent showed its determination to improve donor 
coord inat Ion. In 1983, the (;o','ernInent enlinted the staff support of the 
CILSS anr! Club till S.:l!w I for th,.: ne:{t major meeting of the donors to discuss 
Senegal's al;ric,dLurl.' scctor plans iln,! program:;. 

Hhile this E~F funded PAAD is for one year and it hilS been del-Jigned so 
that its local currency progr ... m is self-contained, there is alno a multi-year, 
long-term ccononic developnent value in the proposed rural road program. 
Therefore, this l'AAD should be considered within the context of the U.S. 
Assistance Strategy for 1983-87 dCBcribed In Section VIIl.C. above. 

Within the subst,1ntlve areas, goals and priorities descrihed ahove, the 
USAID's overall program is dIvided basically into two elements: program and 
project assistanc{'. The two programs are interrelated, mutually reinforcing 
and desIgned to support the U.S. Assistance Strategy. 
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1. Program assistance 

For FY 1983, the proposed nonproject program totals some $18.0
 
million,l broken down as follows:
 

Title III (685-0231)
 
$ 8.0 million
 

ESF (685-0262)
 
$ 5.0 million
 

SDF (685-02 t,9i
 
$ 5.0 million
 

Total FY83 nonproject
 
$18.0 million l
 

These activities taken together at the ~-level (dollar 
fOrl,tgn exchange) arc designed to provide urgently needed balance of payments 
BUpr,Ort, and to achieve the maximum leverage possible to help the GOS live up 
to its conmitments to the UIF/\~orld Bank, and to help put into effect more 
rapidly the Government r s structural reforms set out in the Reform Plan. (Both 
are summarized in Annexes D and E.) The policy leverage made possible by the 
program assistance mode is enhanced because of the GOS hope for continued 
pr0gram support in tIle coming years alone the lines outlined in the U.S. 
A,~istance Strategy, VIII.C. above. 

At t!w micro-level uti.lizing the imports (e.g., general commodities, 
d~rect reimburf;ement fertilizer), it is hoped to encourage specific reforms 
(e.g. distribution of fertilizer in the private sector, lowering of subsidy, 
regular, planned and budgeted funding of road maintenance, etc.). 

Through juJ idous usc of the counterpart or local currency generated 
by the import programs, GOS economic refonns can be assisted (e.g. before 
agreeing to the release of local currency for the support of private village 
level cooperatives, the government must complete legislation giving village 
level gruups direct access tu credit from banks or other lending institutions, 
or the GOS must provide an annual plan fur rural road maintenance and 
improvement, including 3 budget, usc of private contractors, in-road 
maintenance, etc.) For the plonned local currency support for rural-based 
road maintenance and upgrading activity (this l'MD), the GOS will need to hove 
iJgreed to fund the first tranche of its share of the highway maintenance fund 
being established under the IBRD Fifth Highway Project now under negotation. 

1 Of the ~5.0 million SDF, ~O.75 million is f0r two technical assistance 
studies. However, for balance of payments support purposes this amount is not 
considered as direct support. Therefure, the total amount of balance of 
payments support is $17.25 million os indicated elsewhere in the document. 
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2. Project assistance 

For FY 1983, the requested technical assistance on project assistance 
lncluding regional activities in Senegal totals $23.4 million dollars and 
flhould be viewed within the context of the USAID's agriculture strategy for 
achieving food self-reliance by increasing production, storage and trade, and 
the supporting activities in rural public health and human resource 
develonment such as: 

Cereals production. (Cereals I and Cc!reals II projects)
 
Livestock production. (Bakel and SODESI' projects)
 
Research. (Ag. Research [" Planning Project; Renewable Energy
 
and Casamance project)
 
StoraRe (Grain Storage Project)
 
Private Rural Initiatives. (PVO Coml~unity and Small Enterprise
 
Development Project)
 
Regional Projects. Senegal River Basin (O~NS) and Gambia River
 
Basin (OHVG) Crop Protection, etc. These regional activities
 
prOVide significant benefits to Senegal.
 
Rural Public Health and Family Planning
 
U. S. Embassy Self-Help Fund 
Human Resource Development 
Title II-CRS Administered I·laternal Child Health Program and 
Resettlement Family Ausistance 1 

Therefore, the grand total for program and project assistance is 
$41.4 million. \{hile the projects and program assistance activities have 
I;epllrate definable roles, they arc complementary one to the other, and should 
be considered as a total package of resources (or level of effort) provided by 
the U.S. 

1 Title II-CKS is $7.0 million of the total project of $23.4 million. 
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TABLE 2
 
SFNEGAL: ffiOJECfED GROSS DOMESTIC PRODUCT BY TYPE OF ACTIVITY
 

(1982-1985)
 
(In Billions of CFAF)
 

In Current Prices	 In COnstant 1977 Prices 

Economic Activity 1982 1983 1984 1985 1982 1983 1984 1985 

A. ffiillARY	 183.2 194.4 200.6 202.9 125.7 126.5 128.1 129.8 

Agricu1ture 104.6 109.1 108.8. 104.2 66.6 66.6 66.6 66.5 
Livestock 44.3 47.1 51.0 55.2 35.0 34.0 35.0 36.0 
Fishing 21.4 24.2 26.2 28.3 15.0 16.3 16.9 17.6 
Forestry 12.9 14.0 14.6 15.2 9.1 9.6 9.6 9.6 

B. SECONDARY	 202.1 235.6 269.5 299.7 109.5 114.1 119.0 122.8 

Mining 16.0 20.0 20.8 21.8 9.1 9.5 9.5 9.6 
Groundnut Processing(l) 0.6 8.6 10.3 12.2 12.2 13.4 13.4 13.4 
Energy 14.6 15.0 23.4 27.5 10.6 11.6 12.8 13.4 
Construction 44.0 52.1 59.3 66.8 23.9 25.8 26.8 28.2 
Other Industries 126.9 139.9 155.7 171.4 53.7 54.3 56.5 58.2 

C. TERTIARY	 308.7 362.4 412.3 468.9 217.9 224.8 233.1 237.3 

Transport & 
Communications 57.2 \)7.1 76.3 86.8 40.4 41.6 43.1 43.9 

COIIIIIIerce 178.1 209.1 237.9 270.6 125.7 129.7 134.5 136.9 
Other Services 73.4 86.2 98.1 ll:!..S 51.8 53.5 55.5 56.5 

D. PERSONAL SERVICES ('Z) 129.6 139.7 150.9 162.9 89.2 91.0 92.4 93.8 

E. GnP	 823.6 932.1 1033.3 1134.4 540.0 556.4 572.6 583.7 

Source: GOS Department of Statistics, Ministry of Economy and the F~nance 
(1)	 The low value added figw'Cs for groWldnut processing in current prices are explained by the fact 

that domestic producer prices are above world prices for groundnut products. 

(2)	 Includes public sector salaries 
~ 
~, 



SENEGAL: 
TABLE 2A 

ffiOJECTED GlOSS DOMESTIC ffiOOOCT BY TYPE OF ACTIVITY 
(1982-1985) 

(Summary in millions of U.S. Dollars) 

In Current Prices In Cons tant Prices 

1982 1983 1984 1985 1982 1983 1984 1985 

A. ffilMARY 544.0 540.0 527.9 533.9 373.2 351.4 337.1 341.6 

B. SEOlNDARY 600.0 654.4 709.2 788.7 325.1 316.9 313.2 323.2 

C. TERTIARY 916.6 1,006.7 1,085.0 1,233.9 647.0 624.4 613.4 6Z4.5 

D. PfRSONAL smVIcm 384.8 388.0 397.1 428.7 264.8 252.8 243.2 246.8 

E. GOP 2,445.4 2,589.1 2,719.2 2,985.2 1,610.1 1,545.5 1,506.9 1,536.1 

MFMlRANDUM ITBf: 
CFAF7$ 336.8 360.0 380.0 380.0 336.8 360.0 380.0 380.0 



TABLE 3 
SENEGAL: EVOWfION OF VALUE ADDED IN THE PRIMARY SECTOR 

(Billions of CFAF) 

1971 1972 1973 1974 1975 1976 1971 1978 1979 1980 
estimated 

Cereals 8,9 
Groundnut 9,0 
Cotton, tobacco 2,5 
Tubers 0,4 
Fruits, vegetables 3,3 

12,3 
19,5 
3,1 
0,6 
3,0 

9,1 
10,2 
3,0 
0,7 
3,2 

14,1 
16,4 

3,4 
1,1 
3,5 

28,2 
35,9 
4,1 
1,9 
4,3 

23,5 
52,3 
5,3 
1,5 
4,0 

23,0 
43,1 
6,0 
1,5 
2,7 

18 
IS,S 
5,9 
1,8 
2,7 

36,9 
37,1 
6,4 
1,6 
3,3 

25,1 
28,0 
6,0 
1,5 
3,1 

AffiICULTURE 24,1 38,6 26,2 38,5 74,4 86,5 77,0 43,0 85,3 63,7 

Livestock 
Fishing 
Forestry 

13,7 
8,9 
4,8 

14,1 
10,8 

5,8 

15,1 
13,8 

6,3 

19,9 
15,8 

7,4 

25,6 
16,8 

7,8 

32,S 
18 

8,4 

37,7 
19,7 

9,9 

38,2 
22,4 
9,5 

41,8 
17 

10,9 

42,3 
27,S 
10,7 

PRIMARY 51,S 69,2 61,4 81,6 124,6 145,8 143,7 113,1 155,0 142,2 

\ Agric in primary 47 56 43 47 60 60 54 38 54 43 
sector 
GiJp 216,1 240,7 243,1 299,4 359,2 402,8 419,9 403,7 468,2 450,7 

\ Agnc 10 GOP 11 16 11 13 21 Oil 18 11 18 14,2 

, Primary in GDP 24 29 25 27 3S 36 34 28 33 32 

CFAF/$ 261.2 256.3 235.4 222.2 224.3 248.5 235.3 209.0 201.0 225.8 

SOurce: ms siXth Development Pian, Ministry of Planning a:iiI COOperatlon 



TABLE 4
 
SENEGAL: PROPOSED INVESTI·IENT FOR SIXTII DEVELOPf.1ENT PLAN
 

(1981 - 1985) 
(In millions of CFAF) (1).: PROGIW·IMED DDr·1ESTIC . EXTERNAL 

TOTAL : EXPENDITIJRES FINANCING FINANCING 
SECTORS COST 81-82 82-83 83-84 34-85 : Amount , of Total : Amount , of Total 

Cost Cost 
A. PRll-IARY 106,652 28,898 30,198 25,794 21,762 20,554 19.3 86,098 80.7 
Agriculture 55,169 16,371 14,874 12,431 U,493 12,672 23.0 42,496 ~ 
Livestock 10,977 2,262 3,310 2,745 2,660 1,402 12.8 9.575 87.2 
Fishing 11,414 3,012 3,543 2,799 2,060 2,000 17.5 9,414 82.5 
Forestry 10,665 2,540 3,330 2,666 2,129 2,325 21.8 8.340 78.2 
Water Management 18,427 4,713 5,141 5,153 3,420 2,155 11.7 16,273 88.3 

B. SECONDARY 151,851 45,387 51.881 39,312 15,271 33,662 22.2 118,189 77.8 
Energy 25,044 6,010 6,207 6,406 6,421 9,206 3'6:8 15,838 '63:"2 
Industry, Mining 123,562 38,735 44,892 31,972 7,963 23,175 18.7 100,387 81.3 
Handicrafts 3,245 642 782 934 887 1,281 39.5 1,964 60.5 

C. TERTIARy 99,281 28,021 29,304 21 ,019 20,937 11,563 11.6 87,718 88.4 
Conunerce 2,000 519 397 560 524 700 35.0 1,300 6S:O 
Tourism 12,396 4,241 2,709 3,306 2,140 3,640 29.4 8,756 70.6 
Transp. & Telecom. 84,885 23,261 26,198 17,153 18,273 7,223 8.5 77,662 91.5 

D. SOCIAL SECTORS 89,620 20,563 24,935 22,729 21,393 32,706 36.5 56,914 63.5 
Urbanisation 15,673 3,211 5,091 4,441 2,930 3,091 19:7 12,582 80.3 
Housing 16,000 2,055 3,115 4,241 6,589 8,200 51.2 7,800 48.8 
Health 7,715 1,270 2,519 2,327 1,599 3,126 40.5 4,589 59.5 
Education 22,900 8,042 7,276 4,540 3,042 7,814 34.1 15,086 65.9 
Research 10,000 3,099 2,884 2,300 1,717 1,394 13.9 8,606 86.1 
Other 17,332 2,886 4,050 4,880 5,516 9,081 52.4 8,251 47.6 

, E. TOTAL or AVERAGE 447,404 122,869 136,318 108,854 79,363 98,485 22.0 348,919 78.0 

-
~ Source: ros Sixth Development Plan, Ministry of Planning and Cooperation""­
(1) CFAF/$ exchange rate is 312.1 for 1981/82, 361.9 for 1982/83 and 370.0 for 1983/84. 



TABLE 4A
 
SeffiGAL: fRoroSED INVESTMENT FOR SIXTH DEVELOPMENT PLAN
 

(1981-1985)
 
(Summary in Millions of U.S. Do11ars)(1)
 

TOTAL cosr DOMESTIC FINANCING (2) EXTBmAL FINANCING 
(1981-1985) 

AmoWlt \ of Total Amount \ of Total 

A. fR~Y	 292.2 56.3 19.3 235.9 80.7 

B. SEOONDARY 416.0 9Z.2	 22.2 323.8 77.8 

C. TEUIARY 272.0 31.7	 11.6 240.3 88.4 

D. SOCIAL SFRVICfS 245.5 89.6	 36.5 155.9 63.5 

E. TOTAL OR AVERAGE 1,225.7 269.8	 22.0 955.9 78.0 

Source: ros Sixth Development Plan, Ministry of Planning and Cooperation. 

(1)	 Average CZAF/$ exchange rate used for period from 1981-1985 is 365 CZAF=$l.OO. 
(2)	 Domestic financing from public sources is expected to be about 56\ of the total and from private 

sources aboout 44\. 



TABLE 5
 
SENEGt\L: REAL PRODUCER PRICES AND WORLD C<»M>DlTY PRICES
 

FOR SELECTED C~~DDITIES 1975-1981 
(1975 = 100) 

1975 1976 1977 1978 1979 1980 1981 1982 1983 

GroWldriuts 
estimated projected 

World Price 100.0 100.0 90.4 109.4 139.9 113.1 111.7 80.7 80.7 
World Price Adjusted (1) 100.0 99.4 83.3 89.3 98.6 70.7 72.0 52.7 53.8 
Domestic Producer Price 100.0 100.0 100.0 100.0 100.0 109.6 120.5 120.5 120.5 
Real Domestic Producer Price (2) 100.0 99.0 88.5 86.2 78.1 78.8 82.0 74.4 70.9 

Cotton 
World Price 100.0 100.0 166.1 157.6 142.4 146.1 169.3 169.0 165.0 
World Price Adjusted 100.0 99.4 153.0 128.7 100.4 91.3 109.2 110.4 110.0 
Domestic Producer Price 100.0 104.2 104.2 104.2 117.0 127.7 144.7 149.0 149.0 
Real Domestic Producer Price 100.0 103.2 92.2 89.8 91.4 91.9 98.4 92.1J 87.6 

Rice 
WOrld Price 100.0 70.8 73.7 105.7 90.5 112.7 132.1 113.8 112.2 

"/or1d Price Adjusted 
Domestic Producer Price 

100.0 
100.0 

70.1 
100.0 

67.6 
100.0 

85.9 
100.0 

63.7 
100.0 

70.4 
100.0 

85.8 
124.1 

74.4 
124.1 

74.8 
144.6 

Real Lomestic Producer Price 100.0 99.0 88.5 86.2 78.1 71.9 84.4 76.6 85.0 

Sources:	 For World and producer prices IFS and GOS Ministry of the Economy and Finance 
For consumer price and export unit value indexes: Internatioaal Financial Statistics 

(1) World prices for commodities are deflated by the index of export Wlit values of indUstrial countries. 
(2) Producer prices deflated by the Consumer Price Index. 





TABLE 7 
SENEGAL: INTERES'fRA'fES AND INFLATION 

U97S-1982) 
(In percent per annum) 

1975 1976 1977 1978 1979 1980 1981 1982 1983 

Normal DiSCOWlt Rate 8.0 8.0 8.0 8.0 8.0 10.5 10.5 12.5 10.S 

Preferential DiscoWlt Rate 5.5 5.5 5.5 5.5 5.5 8.5 8.5 10.0 8.5 

~nimum Time Deposit Rate 
(12 months) 6.40 6.50 6.50 6.50 6.50 8.33 8.33 9.25 8.33 

Maximum Lending Rate 12.0 12.0 12.0 12.0 12.0 15.5 15.5 17.5 15.5 

Inflation Rate 24.8 6.8 9.1 5.9 8.5 8.4 8.0 15.0 8.0 

Sources: BCEAO and International Financial Statistics. 



TABLE 8
 
SfNEGAL: MAJOR IMPORTS 1977-1980
 

fRODUCfS VOLUME (METRI C TONS) 
1977 1978 1979 1980 

VALUE (~ULLlONS OF CFAF) 
1977 1978 1979 1980 

Milk prOducts; eggs, honey 
Fruits and vegetables 
Wheat 
Corn 
Rice 
Kola nuts 
Sugar
Canned fruits and vegetables 
Fats and oils 
Beverages 
Tobacco 
Petroleum pdts 
Phannaceutica1s 
Industrial Chemicals 
Wood and Wood products 
Cardboard 
Cotton Cloth 
Printed cotton cloth 
Clothing 
Comon Metals 
Machines (1) 
Electric Appliances 
Cars and Buses 
Trucks 
Spare parts (auto) 
Others 

17,058 
41,976 
95,963 
13,781 

248,018 
9,564 

61,619 
9,817 

15,294 
14,145 
2,905 

814,559 
1,359 

17,878 
42,037 
29,652 
2,761 

141 
4,109 

59,917 
18,978 

5,645 
7,177 
6,781 
3,568 

289,996 

14,564 
45,617 

142,354 
12,027 

238,996 
8,350 

55,647 
8,403 

23,123 
12,736 

3,090 
921,771 

2,054 
11,255 
34,478 
21,965 
2,365 

71 
2,289 

44,172 
27,273 
5,043 

17,594 
4,024 
2,955 

283,468 

13,544 
51,172 

122,860 
9,384 

351,860 
10,707 
53,322 
11,383 
16,706 
12,891 
2,912 

911,273 
1,712 

21,297 
41,138 
16,090 
3,889 

131 
3,460 

42,591 
30,650 
7,7!J8 
5,334 
2,094 
3,268 

255,654 

12,875 
42,703 
97,156 
23,232 

302,536 
7,954 

34,186 
5,424 

36,836 
9,076 
2,514 

949,388 
1,840 

10,966 
39,902 
19,254 
1,798 

30 
2,948 

33,241 
27,884 
4,727 
4,024 
1,508 
2,053 

189,884 

3,796 
3,497 
4,609 

582 
11 ,263 

820 
5,553 
1,771 
1,822 
1,400 
1,709 

23,380 
2,833 
4,545 
2,137 
5,984 
3,346 

249 
2,444 
6,529 

24,279 
8,400 
6,220 
6,405 
3,804 

50,170 

3,164 
3,202 
2,855 

283 
12,610 

573 
3,708 
1,482 
2,993 
1,321 
2,065 

23,881 
3,280 
3,641 
1,701 
4,449 
2,501 

190 
1,624 
4,940 

24,815 
9,684 
6,631 
3,951 
3,273 

41,497 

3,169 
3,783 
5,377 

339 
14,796 

590 
3,351 
2,874 
2,355 
1,739 
1,816 

32,644 
4,733 
4,428 
2,225 
5,274 
2,512 

310 
2,434 
5,081 

27,110 
8,336 
7,093 
2,239 
3,561 

49,810 

3,967 
3,644 
4,966 

811 
18,102 

611 
5,369 
1,091 
5,150 
1,228 
2,115 

58,228 
5,232 
3,944 
2,262 
5,109 
2,071 

98 
2,039 
4,005 

28,138 
9,571 
5,945 
1,561 
3,484 

43,495 

TOTAL 1,834,698 1,945,684 2,003,110 1,863,939 187,547 170,314 197,979 222,256 

Memorandum Item CFAF/$ 235.3 209.0 201.0 225.8 

Source: ros Department of Statistics Ministry of the Economy and Finance 
(1) Michinery for agriculture and food processing. 

-iz,,:/ 



TABLE 9
 
SENEGAL: MAJOR EXPORTS 1977-1980
 

VOLUME (METRIC TONS) VALUE (MILLIONS OF CFAF) 
mODucrs 1977 1978 1979 1980 1977 1978 1979 1980 

1. Groundnut pdts. 661,217 219,133 401,195 175,379 75,509 23,539 42,254 17,571 
- non grilled groundnuts 81,633 5,459 10,247 2, 728 10, 411 795 1,970 465 
- unprocessed oil 192,334 52,736 120,565 62,580 40,206 13,033 27,046 11,324 
- refined oil 34,996 12,807 15,069 11,203 8,295 3,425 3,772 1,585 
- groundnut cake 352,254 148,131 255,314 98,868 16,597 6,286 12,466 4,197 

2. Non-Groundnut Products 2,519,267 2,353,571 2,389,005 2,285,563 58,150 57,358 61,370 69,055 
- fresh vegetables 12,853 7,698 4,466 11,985 1,244 743 722 871 
- flour 6,086 21,007 8,390 3 460 1,598 1 (x) 
- gum arabic 746 562 2,359 484 195 139 124 126 
- fresh fish 37,562 32,843 36,886 49,295 4,614 5,690 6,288 7,157 
- seafood. 6,849 6,880 6,721 6,531 4,035 5,351 6,079 6,437 
- preserved fish 16,816 13,223 11,695 11,557 7,807 6,622 6,352 7,310 
- salt 111,219 128,115 111,891 125,440 2,419 3,134 2,576 3,172 
- cement 24,195 3,409 5,978 3,548 283 48 120 74 
- phosphates 1,861,344 1,739,649 1,817,642 1,483,272 14,971 13,713 15,564 16,465 
- refined petroleum 331,996 324,145 258,255 425,585 12,772 13,639 14,344 18,924 

products 
- phosphate fertilizers 90,543 62,941 113,462 160,115 1,294 673 2,834 4,316 
- leather and skins 741 958 1,256 1,114 402 514 732 616 
- cotton in bulk 12,588 10,505 9,345 5,827 4,876 3,415 2,943 2,168 
- cotton textiles 896 626 221 218 1,580 1,400 585 517 
- shoes 1,368 453 438 589 1,123 655 658 902 

3. Other Products 126,804 126,906 69,477 99,114 19,336 14,386 11,682 14,141 

TOTAL 3,303,828 2,698,053 2,859,677 2,560,156 152,920 95,259 113,858 100,767 

Memorandum Item CFAF/$ 235.3 209.0 201.0 ~Z5.8 

source: OOS Departllent of Statistics Ministry of the Economy ana Finance 

./0'> 
" 



TABLE 10 

SENEGAL: PRINCIPAL TRADING PARTNERS 
( 1978-1980 )
 

(In Millions of U.S. Dollars)

IMPORTS FROM:
 

1978 1979	 1980 
i. of % of % of 

COUNTRY IMPORTS TOTAL COUNTRY IMPORTS TOTAL COUNTRY IMPORTS TOTAL 

FRANCE 319.6 39.2 FRANCE 376.8 38.3 FRANCE 331.9 33.7 

U.S.A. 63.1 7.8 IRAQ 63.6 6.5 NIGERIA 72.4 7.4 

IRAQ 38.0 4.6 THAILAND 55.2 5.6 THAILAND 59.2 6.0 

GERMANY 37.8 4.6 U.S.A. 46.5 4.7 IRAQ 57.6 5.9 

ITALY 33.0 4.0 ITALY 44.7 4.6 UNITED KINGDOM 52.9 5.4 

IVORY COAST 28.9 3.6 GERMANY 43.5 4.4 U.S.A. 42.6 4.3 

UNITED KINGDOM 28.5 3.5 NIGERIA 34.6 3.5 GERMANY 33.1 3.4 

ALGERIA 27.6 3.4 IVORY COAST 32.2 3.3 ALGERIA 31.6 3.2 

PAKIST}..N 22.8 2.8 UNITED KINGDOM 32.1 3.3 ITALY 30.6 3.1 

NIGERIA 22.6 2.8 ALGERIA 28.8 2.9 IVORY COAST 28.0 2.8 

NETHERLANDS 18.9 2.3 SPAIN 23.7 2.4 NETHERLANDS 26.1 2.7 

BRAZIL 15.6 1.9 NETHERLANDS 22.3 2.3 CHINA 18.2 1.8 

SPAIN 15.2 1.9 LUXEMBURG 20.0 2.0 NORWAY 17 .8 1.8 

LUXEMBURG 14.3 1.8 PAKISTAN 18.8 1.9 LUXEMBURG 15.0 1.5 

UNITED ARAB EMIR. 12.5 1.6 CHINA 18.0 1.8 SPAIN 14.0 1.4 

THAILAND 11.3 1.4 BRAZIL 16.9 1.7 PAKISTAN 13.6 1.4 

JAPAN 10.9 1.3 CANADA 13.5 1.4 SAUDI !'.RABIA 11.5 1.2 

BURMA 6.8 0.8 JAPAN 12.6 1.3 JAPAN 11.0 1.1 

SWITZERLAND 5.9 0.7 UNITED ARAB EMIR. 7.7 0.7 CANADA 7.2 0.7 

CANADA 5.1 0.6 SWITZ~ 7.0 0.7 SWITZERLAND 5.8 0.6 

TOP 20 COUNTRIES 738.4 90.6 918.5 93.3 880.2 89.4 

,/ ALL COUNTRIES 815.0 100.0 985.0 100.0	 984.3 100.0 
~ 

Source:	 Foreign Trade Statistics of Senegal (1978-80). Department of Statistics. Ministry of .the Economy 
and Finance. 



TABLE 11 

SENEGAL: PRINCIPAL TRADING PARTNERS 

( 1978-1980 ) 
(In Millions of u.s. Dollars)

EXPORTS TO: 

1978 1979 1980
f ofCOUNTRY EXPORTS OTAL COUNTRY EXPORTS 1o¥IL COUNTRY EXPORTS ~o¥IL 

FRANCE 190.0 41. 7 FRANCE 252.2 44.5 FRANCE 142.9 32.0 

IVORY COAST 30.7 6.8 UNITED KINGDOM 40.6 7.2 IVO'RY COAST 33.6 7.5 

UNITED KD!GDO~! 26.2 5.7 ITALY 26.4 4.7 MAURITANIA 26.4 5.9 

MALI 25.7 5.6 IVORY COAST 25.2 4.5 MALI 26.2 5.9 

MAURITANIA 14.5 3.2 MALI 23.0 4.1 UNITED KINGDOM 25.2 5.7 

GREECE 11.5 2.5 MAURITANIA 22.6 4.0 GUINEA-BISSAU 14.6 3.3 

NIGERIA 10.0 2.2 GERMANY 12.0 2.1 GERMANY 11.2 2.5 

GERMANY 9.8 2.1 GREECE 9.5 1.7 GREECE 10.4 2.3 

JAPAN 8.7 1.9 PORTUGAL 8.7 1.5 JAPAN 10.2 2.3 

CAMEROON 8.0 1.8 IRELAND 8.5 1.5 ITALY 8.6 2.0 

TAIWAN 6.0 1.3 JAPAN 8.3 1.5 PORTUGAL 7.0 1.6 

ITALY 5.9 1.3 LUXEMBURG 6.6 1.2 NIGERIA 6.3 1.4 

FINLAND 5.8 1.3 CHINA 6.4 1.1 GAMBIA 5.3 1.2 

SWITZERLAND 5.3 1.2 NIGERIA 5.7 1.0 NIGER 4.2 0.9 

NETHERLANDS 5.2 1.1 NETHERLANDS 4.9 0.9 IRELAND 3.6 0.8 

GAMBIA 4.1 0.9 GAMBIA 3.5 0.6 DENMARK 2.8 0.6 

BENIN 3.5 0.8 SPAIN 3.3 0.6 SPAIN 2.5 0.6 

PORTUGAL "3.4 0.7 POLAND 3.3 0.5 LUXEMBURG 2.2 0.5 

CONGO 3.2 0.7 RUMANIA 2.9 0.5 U.S.S.R. .1 0.5 

GABON 3.2 0.7 NIGER 2.7 0.4 GABON 1.9 0.3 

TOP 20 COUNTRIES 380.7 83.5 476.3 84.1 347.2 77.8 

ALL COUNTRIES 455.8 100.0 566.4 100.0 446.3 100.0 
./~ 

Source: Foreign Trade Statistics of Senegal (1978-80) • Department of Statistics. Ministry of .the Economy~ 
and Finance. 



TABLE 12
 
SENEGAL: ~E (1975-1981)
 

U975 = 100)
 

1975 1976 1977 1978 1979 1980 1981 1982 1983 
estimated projected 

Export Uni t Prices 100.0 88.38 96.15 112.91 121.10 138.49 187.08 176.15 185.87 

Import Unit Prices 100.0 101.70 111.75 123.71 143.73 183.97 227.08 252.23 281.69 

Terms of Trade 100.0 86.90 86.04 91.27 84.26 75.28 82.38 69.84 65.98 

Annual , Olange in Terms of Trade -13.1 -0.1 6.1 -7.7 -5.5 14.3 -15.2 -5.5 

~orandlJD Item: 

All Non-Qi.1 LDC's Terms of Trade 100.0 100.0 112.7 108.1 107.9 103.2 101.5 

Sources: IMF and World Bank estimates for 1982 and 1983. 

\ 



SENEGAL: 
TABLE 13 

EVOLlITION OF EXTERNAL DEBT 
(1971 and 1975-80) 

1971 1975 1976 1977 1978 1979 1980 

External Debt Outstanding (1) 
in t-1illio1Z'":> of U.S. Dollars 

122 297 352 429 614 798 1094.5 

Debt Service Payments as \ 
of Exports of Goods and Services 

External Debt Outstanding as 
% of GDP (1) 

4.9 

14.0 

5.7 

16.4 

6.1 

19.0 

6.5 

21.0 

13.8 

25.9 

14.5 

27.6 

24.2 

38.4 (2) 

Source: World Bank, External Debt Tables 

(1) Disbursed only - medium and long-term public and publicly guaranteed debt. 

(2) The large increase in this ratio from 1979 to 1980 is due in part to the appreci~(ion of the U.S. dollar against
the CPA franc. 



TABLE 14
 
SE:EG''.L: EXTERNAL PUBLIC DEBT
 

0980-1983)
 
(In millions of U.S. Dollars)
 

1980 1981 1982 1983 
projected (1) projected (2) 

Outstanding Disbursed (etld of periOd) 1,360.9 1,412.8 1,514.3 1,614.9 
l-fediurn and Long-term Debt 1,094.5 1,046.4 1,088.9 1,104.0 
Short-term Debt, Central Bank 266.4 366.4 425.4 510.9 

Interest Due 63.3 61.0 55.5 107.9 
Medium and Long-term Debt 55.4 41.2 :;4.5 83.3 
Short-term, Central Bank (net) en 7.9 19.8 21.0 24.6 
of which, IMF (3.5) (7.7) (13.3) (9.5) 

Amortization 120.0 lOO.9 105.1 84.2 
Medium and Long-term Debt 111.5 92.2 89.3 73.0 
Repurchases from the IMP 8.5 8.7 15.8 11.2 

Debt Service as %of Exports 22.6 25.6 23.1 27.1 
of Goods and Services 

External Debt Outstanding as , of GDP 47.7	 58.9 61.8 62.3 

Sources:	 ros Ministry of the Economy and Finance; BCEAO; External Debt System 
of the World Bank; IMF estimates and projections. 

(1) Including effects of 1981 and 1982 debt rescheduling. 

(2) Assuming a successful official debt rescheduling (Paris Club) at end of 1983. 

(3) Charges on use of IMP resources, interest on borrowing from the Operations AcCOlDlt. 



TABLE 15 
SENEGAL: M>NETARY SURVEY 

(1975-1981) 
(as a percent of GOP) 

1975 1976 1977 1978 1979 1980 1981 1982 

Net Foreign Assets(l) 

Net Domestic Credit 

-4.1 

26.8 

-3.8 

29.8 

-4.2 

33.6 

-8.7 

43.1 

-13.6 

43.1 

-16.3 

45.7 

-17.6 

55.0 

-19.3 

55.4 

- Net Credi t to the Government 

- Credit to the Private Sector 

Other Items (net) 

Domestic Liquidity (2) 

(0.5) 

(26.3) 

-1.4 

21.2 

(3.0) 

(26.8) 

-1.3 

24.7 

(3.4) 

(30.2) 

-2.4 

27.1 

(3.2) 

(39.9) 

-2.3 

32.1 

(3.2) 

(39.9) 

-1.8 

27.7 

(4.5) 

(41.2) 

-1.8 

27.6 

(7.5) 

(47.6) 

-5.9 

31.4 

(11.7) 

(43.7) 

-4.2 

31.8 

Source: International Financial Statistics, IMF 

(1) This includes foreign long-term liabilities but excludes allocation of sms. 
(2) bey and quasi -money. 



TABLE 16
 
SENEGAL: OOVERNMENT FINANCIAL OPERATIONS
 

(Millions of u.S. Dollars)
 

1980/81 (1) 1981/82 (1)	 1982/83 (1) 1983/84 (1) 
estimated (2) projected (2)

A. Current Operations 
1.	 Government Revenues and 

Grants for Current Expenditures 
2.	 Current Expenditures 

of which: 
- wages and salaries 
- interest on public debt 
- supplies, transfers and other 

3.	 Other Current Public Expenditure
(net) of which: 
- Special accounts other than CAA 
- CPSP 

4.	 Balance of Current Operations 
B. Capital Operations 

1.	 Capital Grants 
2.	 Capital Expenditure of which:
 

- budget
 
- extra-budgetary
 

3.	 Total Capital Expenditure (net) 
C. Overall Deficit on Commitments Basis 

D. Qumges in Payments Arrears (reduction (-)) 

E. Overall Deficit on Disbursements Basis 

F. Current Operations Deficit as , GOP 

G. Overall Deficit (disbs. basis) as ,	 GDP 

MfMlRANDUM IIDI: Exchange Rate (CFAF/$) 

489.1 

-544.0 
(-305.1) 
(- 42.9) 
(-196.0) 

- 70.5 
(- 21.4) 
(- 90.4) 
-125.4 

29.2 
-215.5 

(- 83.0) 
(-132.5) 
-186.3 
-311.7 

64.3 

-247.4 

4.8 , 

9.5 , 

256.6 

497.3 

-527.8
 
(-269.5)
 
(- 54.5)
 
(-203.8)
 

- 50.3
 
( 12.5)

(- 35.9)
 
- 80.8
 

18.6 
- 86.2 

(- 7.4) 
(- 78.8) 
- 67.6 
-148.4 

- 62.8 

-211.2 

3.3 , 

8.7 , 

312.1 

506.3 

-523.0 
( -261.2) 
(- 75.2) 
(-186.6) 

- 93.6 
(- 24.7) 
(- 68.9) 
-110.3 

31.6 
-110.8 

(- 20.1) 
(- 90.7) 
- 79.2 
-189.4 

- 36.2 

-225.6 

4.8 , 

9.8 \ 

348.4 

506.8 

-570.0 
(-279.5 
(- 98.6) 
(-191.9) 

- 69.7 
(- 15.7) 
(- 54.0) 
-132.9 

27~0 
-108.1 

(- 27.0) 
(- 81.I) 
- 81.1 
-214.0 

- 27.0 

-241.0 

5.0 \ 

9.2 \ 

370.0 

Source:	 Senegalese Ministry of the Economy and Finance, IMF estimates for 1982/83 and Ministry of the EConomy ana Finance 
projections for 1983/84. 

(I)	 This period relates to the Senegalese Fiscal Year which is from Jul)" 1st to June 30th. 
(2) The figures assUDe that there will be another successful Paris Club debt rescheduling in late 1983. 

/"'J-
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SENEGAL: 
TABLE 17 

PERFORMANCE UNDER THE 1981/82 IMF STANDBY AGREBfENT 
(In billions of CFAF; end of period) 

sEPt. 
Ceiling 

' 81 
Actual 

DEC. 
Ceiling 

'81 
Actual 

MARat '82 
Ceiling Actual 

JUNE i 8Z 
Ceiling Actual 

Total oomestlC Credit of the 
Banking System 

348.5 335.3 381.6 379.7 406.6 403.1 415.3 410.2 

Net Bank Credit to the 
GovermJent 

47.5 38.7 61.1 51.8 68.8 54.7 86.7 81.1 

Govt. Payments Arrears: Minimum 
Reduction from June 30, 1981 

4.0 7.9 12.0 16.4 

Treasury Net Financing of 
Correspondents; Minimum Amount 
Available from June 30, 1981 

18.5 18.7 

New External Loans Contracted or 
Guaranteed by the Government: 

1-12 yrs maturity 
1-5 yrs maturity 

6.5 
1.0 

0 

° 
6.5 
1.0 

4.1 
0 

8.9 
1.6 

6.8 
0.4 

9.5 
1.7 

7.6 
0.4 

Memorandum Item: 
CFAF7$ 278.4 278.4 287.4 287.4 312.1 312.1 341.5 341.5 

Source: IMF 



TABLE 18
 
SENEGt\L: U.S. OVERSFAS LOANS AND GRANTS' OBLIGATIONS AND Al1llIORIZATIONS
 

(U.S. Fiscal Years - $ Millions of Dollars) 
Commi tments 

PROGWf 1979 1980 
(Canmitments) 

1981 1982 1983 
(Requested) 

TOTAL 

Development Assistance 

1. sahel Develq>ment Program 
2. Regional Program 

12,140 10,000 14,800 16,500 18,000 71,440 

- River Basin Develq>ment (1) 
OMVS 
CMVG 

998 2,650 1,314 
5,512 

4,900 
800 

9,862 
6,312 

- Food Crop Protection 
(Senegal only) 

- Other Regional 
459 
521 

588 
352 

481 
1,582 

798 
803 

425 
1,525 

2,751 
4,783 

Sub Total Regional 12978 32590 3,377 72113 7,650 

Econanic Support Fund 5,000 5,000 

Total DA and FSF 14,118 13,590 18,177 23,613 30,650 

PL 480 
Title II (2) 
Title III 

5,487 6,565 
7,000 

9,146 
7,000 

3,670 
7,000 

4,286 
8,000 

29,154 
29,000 

Sub Total PL 480 52487 132565 16,146 10,670 12,286 

Grand Total DA, ESF, PL 480 19,605 27,155 34,323 34,283 42,936 158,302 

(1) Totals represent entire RBJX) program. 

(2) Excludes ocean transportation and World Food Program but includes emergency food and transport of llledicines. 

~16"­



TARLE 19
 
SffiEGAL: AID mNITI·!ENTS (OFFICIAL DEVELOPMFNT ASSISTANCE)
 

(Millions of u.s. Dollars)
(Calendar Year 1981) 

DOOOR ffiOUP PROJECT AID AND 
TE01NIO\L ASSISTANCE 

OECD Donors: Amount \ 
Belgiun 5.5 100 
Canada 14.4 85 
EEe 23.6 45 
France 135.6 90 
Gennany 26.0 90 
Japan 2.3 58 
U.S. 17.0 48 
Other 4.9 82 

NON-ffiOJECT AID TarAL 
INDIVIDUAL OONORS 

Aiiiount , 
0 0 5.5 
2.5 15 16.9 

29.4 55 53.0 
15.8 10 151.4 
3.0 10 29.0 
1.7 42 4.0 

18.6 52 35.6 
1.1 18 6.0 

TarAL BY 
OONOR moups 

301.4 

Arab Donors: 
Iraq 0 0 
Islamic Dev. Bank 2.7 100 
Kuwait 69.3 100 
OPEC Fund 14.0 100 
saudi Arabia 13.9 22 

2.6 100 2.6 
0 0 2.7 
0 0 69.3 
0 0 14.0 

50.0 78 63.9 
152.5 

MUltilateral DOnors: 
African Dev. Bank 12.9 100 
UN Agencies 10.3 100 
World Bank 17.1 36 

GWID TOl'AL 369.5 

0 0 12.9 
0 0 10.3 

30.0 64 47.1 

154.7 

70.3 

SZ4.Z 

Sources: OlD) and Senegalese Ministry of the Economy and Finance. 



TABLE 20
 
SfNEGAL: AID CG1MI11-1ENTS (arnER OFFICIAL FLOWS)
 

(~tillions of u.s. Dollars)
 
(Calendar Year 1981)
 

l)()OOR GiOUP PROJECf AID AND NON-PROJECf AID TOTAL TOTAL BY 
TEOWICAL ASSISTANCE INDIVIDUAL OONatS OONOR mOUPS , ,OE(]) Donors: Amount Amount 

Canada 0 0 0.7 100 0.7 
EEC 12.9 100 0 0 12.9 
France 18.9 51 18.2 49 37.1 

50.7 

Arab DOnors: 
BADEA 10.0 100 0 0 10.0 

10.0 

MUltilateral DOnors: 
African Dev. Bank 17.4 100 0 0 17.4 
West African Dev. 

Bank 4.7 100 0 0 4.7
 
World Bank 25.8 49 26.8 51 52.6
 

74.7 

Other DOnors: 
Argentina 0 0 15.0 100 15.0 

15.0 

GWID lUfAL 89.7 60.7 150.4 

Sources: Senegalese Ministry of the EconOlllY and Finance. 



TABLE 21
 
SENEGAL: MAJOR AID OONOR5(l)
 

(Calendar Year 1981)
 

Conmitments 

AMlUNT MAJOR TYPES OF AID 
IN MILLIONS AS A \ OF FACH 

DONOR OF U.S. DOLLARS DONOR'S TOTAL PROGIW.f 

France 188.5 

World Bank 99.7 

Kuwait 69.3 

EEC 65.9 

Saudi Arabia 63.9 

United States 35.6 

Afric~ Dev. Bank 30.3 

Germany 29.0 

Technical Assistance 38\ 
Industrial Development
Infrastructure 

15\ 
12\ 

Structural Adjustment
Industrial Development
Forestry 

57\ 
28\ 
9\ 

Ol4VS 100\ 

Stabex 31\ 
Inrlustrial Development
Infrastructure 

23\ 
20\ 

Balance of Payments
Support

Infrastructure 
78\ 
22\ 

Food Aid 52\ 
Agriculture 43\ 

Industrial Development 
Infrastructure 

57\ 
43\ 

Technical Assistance 26\ 
Infrastructure 22\ 
Agriculture
Industrial Development 

22\ 
17\ 

Source: OECD and Senegalese f.finistry of the Economy and Finance. 
(1) Official Development Assistance and Other Official Flows. 



TABLE 22
 
SENEGAL: SELEcrED CENTRAL BANK FINANCING
 

(Millions of U.S. Dollars)

(Calendar Year 1981)
 

SOURCE AVAILABILITY DRAWINGS 

IMP 108.8 62.6 
Total of which: 

Standby
Compensatory Financing 

Facility
Other 

63.0 

44.9 
0.9 

16.8 

44.9 
0.9 

Sources: BCEAO (West African Central Bank) and IMF. 



TABLE 23 

DEFINITIONS FOR TABLES ON AID COMMIl}~S 

Official Development Assistance is grants or loans: 

undertaken by the official sector; 

with promotion of economic development and welfare as main objectives; 

at concessional financial terms (if a loan, it must have a grant 
element of at least 25%) 

Other Official FIOl~s are official transactions at close to commercial terms 
(e.g., with a grant element of below 25%). Examples are export credits, 
bilateral portfolio, and direct investment. 

Grant Element reflects the financial terms of a transaction: interest rates, 
maturity~ and grace period. It is a measure of the concessionality (i.e.,
softness) of a loan. The extent of the benefit depends on the difference 
between the actual interest rate and the market rate and the length of time 
the funds are available to the borrower. 

Non-Project Aid is comprised of balance of payments/budgetary support, 
commOdity import programs, program loans and grants and food aid. Excluded 
from this definition is assistance to specifically defined projects or 
technical cooperation activities. 



ANNEX B 

Gas Request for Assistance 



The Minister of Plan Dakar, May II, 1983. 

The Director 
USAID/Senegal 
POB 49 
Dakar, Senegal 

Subject: Balance of Payments Assistance Program. 

Dear Mr. Director: 

Under the Economic and Financial Reform'Plan implemented by the Government of 

Senegal, the U~i~ed States Government has decided to grant $18 Million to 

Senegal for fiscal year 1983 to support its balance of payments. 

This grant will cover three programs: 

- the first, amounting to $8.0 million, pertains to a one year extension of 

the current Title III rice import program for which the request was made 

last month. 

- the second, amounting to $5.0 million is designed to finance imports of 

goods and services from the United States. 

The equivalent of this amount in local currency, will be used for the 

improvement and maintenance of certain rural roads in the Senegal River 

Basin and the regions of S~ne Saloum and Casamance. 

The third, also amounting to $5.0 million, will allow the import of urea, 

and raw materials for blending fertilizer, up to $4.25 million. 

The balance of grant, or $0.75 million, will be used to finance the costs 

related to the comprellensive evaluation of the rural sector, notably rural 

... /
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savings and credit, in order to assess the highest priority requirements 

of Senegal's agriculture sector. Of course, this evaluation should take 

into account previous studies carried out in this area. 

Finally, the equivalent of the dollar amount in local currency for the import 

of the raw materials for blending fertilizer will permit the financing of 

activities in support of village level cooperatives and producer groups in 

middle and Upper Casamance and to strengthen the "Caisse Nationale de 

Credit Agricole du Senegal". (CNCAS Project), subject to the results of 

the Credit Study. 

Given the importance attached by the Government to Senegal's balance of 

payments situation, and to the carrying out of the Reform in the rural 

areas, I would appreciate your assistance and prumpt action do that these 

programs can be inlplcmented as soon as possible. 

Sincerely. 

Chcikh H. Kane. 

·f
 



ANNEX C
 

COMMODITY lllPORT GRANT AGREEMENT
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COMMODITY IMPORT GRANT AGREEMENT
 

Grant Number
 

685-0262
 

Dated 1983 

Between 

The Republlc of Senegal 

and 

The United States of America, acting through the
 
Agency for International Development (MAID")
 

Art iele 1: The Grant 

To finance the foreign exchange costs of certain commodities and 
commodity-related services ("Eligible Items") necessary to promote economic 
development and stability, the United States, pursuant to the Foreign 
Assistance Act of 1961, as amended, agrees to grant the Government of the 
Republic of Senegal under .the terms of this Agreement from Economic Support 
Funds not to exceed five NillLon United States Dollars ($5,000,000) (the 
"Grant"). 

Article 2: Conditions Precedent to Disbursement 

Section 2.1. Conditions Precedent. Prior to the first disbursement 
under the Grant, or to the issuance- of AID of documentation pursuant to 
which disbursement will be made, the Granteee will, except as the Partlps 
may otherwise agree in writing, furnish to AID, in form and substance 
satisfactory to AID: 

(a) ,\n opinion of coun~;el acceptable to AID that this Agreement has 
been duly authorized and/or ratified by, and executed on behalf of, 
the Grantee, and th.1t it constitutes a valid dnd legally binding 
obU.gation of the Grantee in accordance with all of its terms; 

(b) A statement representin[; and warranting that the named person or 
persons "have the authority to act as the representative or 
representatives of the Grantee pursuant to Section 7.2, together with 
a specimen signature of each person certified as to its authenticity. 

(c) A procurement plan including the procedures by which all 
procurement financed under this Grant will be carried out, the 
criteria and procedures for determining importer eligibility and 
foreign exchange allocations, and the mechanism for publicizing 
procurement and makin[; awards. 

(d) A written statement that the Grantee has sent a formal letter to 
the Internatina1 Monetary fund (IMF) setting forth its proposals for 
a IMF Standby Agreement for Senegal's fiscal year 1983/84, and 
written confirmation that this proposal is acceptable to the IMF. 
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Section 2.2	 Conditions Precedent to Disbursement of Local Currency 
Generated 

(a) No funds	 will be released from the special local currency account to 
be established in the Central Bank until arrangements for a joint GOS/USAID 
Counterpart 11anagement Committee have been finalized. (See Section 5.1 (a». 

(b) No funds will be released from the special local currency account 
(counterpart) until the road maintenance revolving account to be established 
with the assistance of the World Bank under the Fifth Highway Project is 
operational, and the agreed upon matching contributions due in the summer and 
fall 0 f 1983 have been del' os i ted by both the Bank and the GOS i 

(c) No funds will be released from the special local currency 
(counterpart) account until the Public Works Department has prepared an 
acceptable plan for execution of the Project; with guarantees of equipment and 
personnel availability, and detailed description of the equipment Lo be used. 

Section 2.3.	 Notification. I·lhen AID has determined that the conditions 
specified in Section 2.1 have been met, it will promptly notify the 
Grantee. 

Section 2.11 • Terminal Date for Conditions Precedent. If not all the 
conditions specified in Section 2.1 have been met within ninety (90) days 
from the date of this Agreement, or such later date as AID may specify in 
writing, AID, at its option, may terminate this Agreement by written 
notice to Grantee. 

Article 3:	 Direct Reinbursement, Procurement, Eligibility, and Utilization 
of Commodities 

Section 3.1. Direct Reimbursement. Up to $2.5 million dollars of this 
grant may be used to finance direct reimbursement to the Government of 
Senegal (GOS) in dollars of the value of goods imported from the United 
States during the (GOS) fiscal year 1982/83. This reimbursement shall be 
made upon presentation of appropriate documentation the specific items 
imported from the U.S. and identifying and certifying the source and 
origin for eligible commodities as provided for in Regulation 1 and 
Handbook 15 •. 

Section 3.2. AID Regulation 1. This Grant and the procurement and 
utilization of commodities and commodity-related services financed under 
it are subject to the terms and conditions of AID Regulation 1 as from 
time to time amended and in e ffec t, excep t as AID may 0 therwise speci fy in 
writing. If any provision of AID Regulation 1 is inconsistent with a 
provision of this Agreement, the 'eement shall govern. 

Section 3.3.	 Eligible Items. 

(a) The commodities eligible for financing under this Grant shall be 
those specified in the AID Commodity Eligibility Listing as set forth 
in the Implementation Letters and Commodity Procurement Instructions 
issued to Grantee. Commodity-related services as defined in AID 
Reguation 1 are eligible for financing under this Grant. Other items 
shall become eligible' for financing only with the written agreement 
of AID. AID may decline to finance any specific commodity or 
commodity-related service when in its judgment such financing would 
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be inconsistent with the purpose of the Grant or of the Foreign 
Assistance Act of 1961, as amended. 

(b) AID reserves the right in exceptional situations to delete 
commodity categories or items within commodity categories described 
by Schedule B Codes on the Commodity Eliglbility Listing. Such right 
will be exercised at a point in time no later than commodity 
prevalidation by AID (Form 11 approval) or, if no commodity 
prevalidation is required, no later than the date on which an 
irrevocable letter of credit is confirmed by a U.S. bank in favor of 
t he supplier. 

(c) If no prevalidation is required and payment is not by letter of 
credit, AID will exercise this right no later than the date on which 
it expends funds made available to the Grantee, under this Agreement 
for the fin.1ncing of the commodi ty. 

Section 3.4 Procurement Source. All Eligible Items shall have their 
source and origin in the "United States" (Code 000 of the AID Geographic 
Code Book), except as AID may gpecify in Implementation Letters or as it 
rna>' otherwise agree in writing. 

Section 3.5. Eligibility Date. No commodities or commodity-related 
t;ervices may be financed under this Grnnt if they were procured pursuant 
to orders or to contracts firmly placed or entered into prior to the date 
of this Agreement, except as AID may otherwise agree in writing. 

Section 3.6. Procurement for Private Sector. Procurement by private 
importers will be suhject to the negotiated procurement procedures of 
Section 201.23 of AID Regulntion 1, except as AID may otherwise agree in 
writing or the importer elects procurement through the formal competitive 
procedures of Section 201.22. 

Section 3.7. Utilization of Commodities 

(a) Grantee will assure that commodities finnnced under this Grant 
will be effectively used for the purposes for which the assistance is 
made available. lU thi" End, the Grantee will usc its best efforts 
to assure that the follOWing procedures are followed: 

(i) accurate arrival and clenrance records arc maintained by 
customs authorities; commodity imports arc promptly processed 
through customs at ports of entry; such commodities arc removed 
from customs and/or bonded warehouses within ninety (90) 
calendar days from the date the commodities are unloaded frlm 
the vessels at the port of entry, unless the importer is 
hindered by force majeure or AID ot:herwisc agrees in writing; and 

(ii) the commodities arc consumed or used by the importer not 
later than one (1) year from the date the commodities arc 
removed from customs, unless a longer period can be justified to 
the satisfaction of AID by reason of force majeure or special 
market conditions or other circumstances. 

(b) Grantee will assure that commodities financed under this Grant 
will not be reexported in the same or substantially the same form, 
unless specifically authorized by AID. 
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Section 3.8. Shipping 

(a) Commodities which are to be transported to the territory of the 
Grantee may not be financed under this Grant if transported either: 
(1) on an ocean vessel or aircraft under flag registry of a country 
which is not included in AID Geographic Code 935 as in effect at the 
time of shipment, or (2) on an ocean vessel which AID, by written 
notice to the Grantee has designated as ineligible, or (3) under an 
ocean or air charter which has not received prior AID approvaL 

(b) Unless otherwise authorized, AID will finance only those 
transportation costs incurred on aircraft or ocean vessels under flag 
registry of a country iucluded in the Geographic Code authorized in 
Section 3.4 of the Agreecwnt. 

(c) Unless AID deterr.tines that privately owned United States-flag 
cocmercial oceiln vessels arc not avail.1ble at fair and reasonable 
rates for such vessels, (1) at least fifty percent (50%) of the gross 
tonnage of all goods (computed separately for dry bulk carriers, dry 
cargo liners and tankers) financed by AID which may be transported on 
ocean vessels will be transported on privately owned United 
States-flag commercial vessels, and (2) at least fifty percent (50%) 
of the gruss freight revenue generated by all shipments financed by 
AID and transported to the Republic of Senegal on dry cargo liners 
shilll be paid to or for the benefit of privately owned United 
S[;]tet;-flag comr;terclal vessels. 

Section 3.9. lnsu ri.l nCt' 

!'larine insurallt~c on commodities financed by AID under this Grant may also 
p.~ financed under thi s Grilnt provided that such insurance is placed in a 
country included in the Geographic [.ode authorized in Section 3.3 of this 
,\tjreement. 

Disbursement 

Section 4.1. Direct Reimbursement. After satisfaction of the conditions 
precedent, the Grantee may obtain disbursements under this grant by 
submitting requests to the USAID for reimbursement (supported by the 
appropriate docum0ntation). 111e USA1D wi1 1 then forward them to 
AID/Washington. After review and approval 'Jf the documentation AID/W will 
cause to be issued a check to the Government of Senegal for the amount 
approved. 

Section 4.2. Letters of Commitment to United States Banks. After 
satisfaction of the conditions precedent, the Grantee may obtain 
disbursements of funds under this Grant by submitting Financing Requests 
to AID for the issuance of letters of commitment for specified amounts 

~\
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to one or more banking institutions in the United States designated by 
Grantee and satisfactory to AID. Such letters will commit AID to 
reimburse the bank or banks on behalf of the Grantee for payments made by 
the banks to suppliers or contractors, under letters of credit or 
otherwise, pursuant to such documentation requirements as AID may 
prescribe. Banking clmrges incurred in connection with letters of 
commitment and disbursements shall be for the account of Grantee and may 
be financed by this Grant. 

Section 4.3. Other Forms of Disburl;ement Authori za tions. Di sbursements 
of the Grant may also be made through such other mean" as the P.1rties may 
agree to in writing. 

Section 4./1. Terr.1inal Date for I(equests for Disbursement Authorizations. 
No letter of commitment or other disburser.1ent authorization will be issued 
in response to ,I reGu ... ~;t after eighteen (I8) months from the c1ate of this 
Agreement, except a,; AiD may otherwibl' agree in wri ti ng. 

Section '1.5. Termin:11 Date for Requests for DiGbursement. Ko 
d1sbul"fiement of Grant fund:; ~;hal.l be made against documentation received 
by AID or any bank described in Section 4.1 after twenty-four (24) months 
from the datc' of ~iignin!: I)f this Agrel'Cl.,nt, e,:cL:pt a~; AID may otherwise 
il!;ree in IooTiti ng. 

Section 4.&. D.lte of Disbur~;e,,:r'l1t_. Disburt;el:Jent~; by AID shall be deemed 
to occur on tile d,ltl' on "I.jch IdD Ir.ak"5 a dlshursl'mcnt to the Gr;lntce, or 
1ts d",;i<~l:L:e ••)r 11) .J b,-,,'k. COllt r.l'_'lor ..H ~;u!'i'] ler PUrI;Il.1nt to a Letter of 
CrH:H711traeat or utht:I." fOl~ (Jf disb'~lr~~em(·r.t ~lllthorjznti'Hl. 

Section :•. 7. Doculnl'~~~tion_~~~_!c-n'r.lf'l~~. "to 11eglliation I specifics in 
Get.lll the JOcur.ll'nt~ rl'Glli. r,'d t () fdlbfit.lntLlte di rihur!;pm<2nUi under this 
Abreeln.:nt by LL'tter of Cumlni telent or other ml,thod of financinp,. TIle 
document nucber sho\.ln on the Letter of COi7.mitmellt lH other disbursing 
authuriz:ltloil dOClJl:J'-l1t shall r,(' [1: •. nur.lhcr n,f]ectt'd on all disbursement 
<Iocuml'lll;; subillitted tn All!. 111 :,~;liti0n to the ab'-,ve, the Grantee shall 
r.Jaintain n'cord:; adequ,lte to e~it.lbl ish that co::nodities financed hereunder 
havl' been uti Iizo:,d in a(:cor.::lrwe \.lith Sl'clion 3.6 of thit; Agrcer.Jt:>nt. 
Addititinill dtlculnpnts mdY .1150 be required by AID \.lith respl'ct to specific 
cuor.Joditit's, ;j" In,l)' bl' set forth in detail in Ir.,plementiltion letters. 

Article 5: 

Section 5.1. 

(a) Crantee wlll t·stilblhh.1 Sp('c1al Account in the Central !lank of 
Senegal and deposit therein currelicy of the Government of the 
Republic of SeneLal In amounts equal to proL(ed!; accruing to the 
Grantee or any authorized agency thereof as a result of the Direct 

\1;'Y
 
I 
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Reimbursement procedure or as a result of the import of Eligible 
Items. Funds in the Special Account may be used for such purposes as 
are mutually agreed upon by AID and the Grantee, provided that such 
portion of the funds in the Special Account as may be designated by 
AID shall be made available to AID to meet the requirements of the 
United States. 

(b) Deposits to the Special Account shall become due and payable 
monthly upon advice from AID as to disbursements made under the 
Agreement. 

(c) Any unencumbered balanrCfl of funds which remain in the Special 
Account upon terminatioll u; /ihbistance nereunder shall be disbunwd 
for such purposes as may, subject to applicable law, be agreed to 
between l;ra ntee ilnd AID. 

Section 5.2. Taxation. This Agreement and the Grant will be free from 
any taxation or fees imposed under laws in effect in the Republic of 
Senegal. To the e~:tent that any commodity procurement transaction 
financed hercur'ler is not e~:empt from identifiable taxes, tariffs, duties 
and other levi. ; it:lf",scd under laws in effect wi thin the Republic of 
Senegal, tIll' ~"Ime ~;liall not be paid with fundi' prOVided under this Grant. 

Section 5.3. ~epo.rts and Re~ord~.. In addition to the requirements in 
AID l\egulation I, tlie Lr,lnteL' will: 

(a) F'lrni«h :\ID slIch reports and informiltion relating to the goods 
and serviCl..'s [i!i,Il\ced by this Grant and the perforr.lance of Grantee's 
ubli?,dt jon~ tInder tid:: JL;rL'L'I:Jent as AID milY reilsonably request; 

(b) H,I I nta '.11 (lr C;luse to bo rna intaine,j, in accordance wi th generally 
acceptec! :\c' :uu'ltin[: prindples and practices consistently applied, 
,;uch buo~;s H:H1 rl,c()rd~, n-liltlng tfJ this (;rdnt iH1 lliay be prescribed in 
b;'lclr.(-r:tdt'on Letters. Such books ilnd record:; ln3y be inspected by 
ALD or an:: "r its authi)riz~'d representatives ilt all times as AID may 
reasundbly require, and shall he naintillned for three ye3rs after the 
date of LIst disburser.I('nt hy AID under this Grant; and 

(c) f'<,rmit ,\[D or ilny ot its authorized representatives at all 
rC,lsonill;}e r imes '~lIrinb the three-year period to im;pect the 
comlJodlti~s financ('d under thb Grant at any point, including the 
point of use. 

Section 5.1•• ComJ)letene~;.'; of Inform,l t Ion. The Grantee confirms: 

(a) 111ilt the facu; ilnd ci rcumstances of which it has infonned AID, 
or caused AID to b(' inforll1l.'d I in the course of reaching agreement 
with AID on 'he grant, art' accurate and cOGlplete, and include all 
facts and circumstances that might mater:liJ11y affect the Grant ilnd 
the discharge of responsibll ities under this Agreeml'nt; ilnd 
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(b) That it will inform AID in timely fashion of any subsequent 
facts and circumstances that might materially affect the Grant and 
the discharge of responsibilities under this Agreement. 

Section ~. 5. Other Paymentr., Grantee affirms that no payments have been 
or will be received by any official of the Grantee in connection with the 
procurement of goods or services financed under the Grunt, except fees, 
taxes, or similar payments legally estauli,Jlwd in the country of the 
Grantee. 

Section 5.6. Ninimum Size of Transaction,;. No foreign exchange 
allocation or letter of credit issued pursuant to this Agreement shall be 
in an amount less than Ten Thousand Dollars ($10,000), except as AID may 
otherwise agree in writing. 

Article 6:	 Special Covenants Concernin~ rrogr~~ Implementation and 
Ac h~~-o~-r:-I-;n () b .lee t i vc:~ 

Section 6.1. Efficient I~_t Pro_{:~durl!.:!..' Grantce covenants to 
undcrt.lke r.wasures nc,ccs:;ar}' to asslire thClt itr. forcign exchange 
allocation ill1d import licl'llfiing ,;ysler.ni \;ork efficiently and enable 
private, importpr,;, includins :;m:lll v.due ilJpnrt.'r:;, to participate fully 
as benefici'Jric:; of this A/;rel'[,wnt, 

Section (J.2 ~1':'1-,!-~la~1..t('n,~c~:..J-,_udg.'::.!:.-., The Covcrm;ll:nt covenants to make 
:111 rL';i;iOI1,lble effort,; to l"egu1.lrizl' tllC' financing of the road maintenance 
fund so tllilt t:ler,· art' "ufficipnl fund:; pruvided annually to maintain 
Seneg.l1'f; rO.1d llC::l.I.'Orf: in a :;.lti:3filctory con,Jl.tion, Ind that these 
hlJdget..lry provi,;ton:;, o\'er th,' n,'~:t fe ..... )','ar:;, will take priority over the 
bui.ldlnr, t)~ new rt)l-lds bL~ they prlr:ldry, ~:ccunddry or feeder. 

S{~cti,)n b. '3 J(u.ld :':,lilltenailcl' .!lld 111pro\,cl;}elll. Grantee covenant!'; that 
it I.'ill {':I';III',' -U~~;t--prol;-er·-:-rr-;-;~;;;-llent-':; ,Ire :~:ld,' for execution of ilny 
addi t iun:d de"i!',n ,ll1d l{'chnic:Il :;tudil"; which may be nl'eded for this or 
futu re p ro,~ I' :1I;}:;. 

~;ectiol\ 6.!" I'<rl"dic Consultation!;. Cr'lntl'e and AID agree to meet 
pl'fiodicillly, b~~lm'--l-;:'ss ti;71'I-l-~lno;~;i"'11y, to discuss the progress of 
impler.Jcntat!.on of tL,? aforementioned covenants, to discuss the status of 
the econOIJY, .as~;()clalCd economic is,;ucs ilnd the relationship of the AID 
pror,ra':l to tho,;,! l'Inr tel's. 

Article 7: 

Sec ti nn 7. I, ~mj_[.:'l..t)_'~~, 1'111:; Agrt!l'r.1ent may be tend nated by mutual 
agreement ,)f thl' Partie,; at .ln~· time. Either Party may terminate this 
Agreement by giving tIll: rothl'r Party thirty (30) days written notice. 

Section 7.2. 

(a) Grantee fiha11 filil to comply with any provision of this 
Agreement; or 
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(b) Any representation or warranty made by or on behalf of Grantee 
with respect to obtaining this Grant or made or required to be made 
under this Agreement is incorrect in any material respect; or 

(c) An event occurs that AID determines to be an extraordinary 
situation that makes it improbable either that the purposes of the 
Grant will be attained or that the Grantee will be able to perform 
its obligations under thill Agreement; or 

(d) Any disbursement by AID would be in violation of the legislation 
governing AID; or 

(e) A default shall have occurred under any other agreement between 
Grantee or any of its agencies and the Government of the United 
States or any of its agencies; 

Then. in addition to remedies provided in AID Regulation I, AID may: 

(1) suspend or cuncel outstanding commitment documents to the 
extent that they have .1Ot been utilized through irrevocable 
commitment~; to third parties or otherwise, or to the extent that 
AID has not made direct reimbursement to the Grantee thereunder, 
giving prompt notice to Grantee thereafter; 

(2) decline to l~sue addi tiona I commitment documents or to make 
disbursemcnts other thun under existing ones; ilnd 

(J) at AID's ,:x;Jensl'. direct that title to goods financed under 
the Grant be vested in AID if the goods arc in a deliverable 
~;tate and have not been offloaded in ports of entry of the 
Republic uf Senegal, 

Section 7.3. Cancellation by AID. If. within sixty (60) days from the 
date of any susjl,'n!;ion of r.li,~btJn~ements pursuant to Section 7.2, the cause 
or causes thereof have not been corrected, AID may cancel any part of the 
Grant that I s not then di.sbur~;pcl or irrevocably committed to third parties. 

Section 7.l,. Refund,; . 

(a) In'addition to any refund otherwise required by AID pursuant to 
AID Regulation I, if AID determines that any disbursement is not 
supported by valid documentation in accordance with this Agreement, 
or is in violation of United States law, or is not made or used in 
accurdancl! with tlw term,; of this Atlreement, AID may require the 
Grantee to refund the ilmount of such disbursement in U.S. dollars to 
AID within dxty ((10) days afte'r receipt of request therefor. 
Refunds paid by the Grantee to AID resulting from violations of the 
terms of tid 5 ,\greementshail be considered as a reduction in the 
amount of AID's ohligatio~ under the Agreement and shall be available 
for reuse under the Agreement if authorized by AID in writing. 

(b) The right to re'luire such a refund of a disbursement will 
continue. notwithstanding any other provision of this Agreement, for 
three (3) years from the date of the last disbursement under this 
Agreement. 
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Section 7.5. Nonwaiver of Remedies. No delay in exercising or omitting 
to exercise, any right, power, or remedy accruing to AID under this 
Agreement will be construed as a waiver of such rights, powers, or 
remedies. 

Article 8: Miscellaneous 

Section 8.1. Implementation Letters. From time to time, for the 
information and guidance of both parties, AJ:D will issue Implementation 
Letters and Commodity Procurement Instructions describing the procedures 
applicable to the ImplelJentation of the ag"reement. Except as permitted by 
particular provisions of this Agreement, Implementation Letters and 
Commodity Procurement Instructions will not be used to amend or modify the 
te:<t of this Agreement. 

Section 8.2. Representatives. For all purposes relevant to this 
Agreement, the Grantee will be representGd by the individual holding or 
Dcting in the office of the Minister of Plan and Cooperation and AID will 
be represented by the individual holding or acting in the office of the 
Director, USAID/Sl'negal, each of whom, by written notice, may designate 
additional representatives. The names of the representatives of the 
Grantee, \vith specimen signatures, will be provided to AID, which may 
accept as duly authorized Jny lnstrument slgned by such representatives in 
implementation of this Agreement, until receipt of written notice of 
revocation of their author ity. 

Section 8.3. Corr.munications. AllY noticc, requC'st, document or other 
communication submitted by either Party to the other under this Agreement 
will be in writing or by telegram or cabie, and will be deemed duly given 
or sent when delivered to such party at the following address. 

To the Grantee:	 Ministry of Plan and Cooperation 
Dakar, Sencgnl 

~!a il Addres s:	 Ministry of Pl~n and Cooperation 
Dakar, Senegal 

To AID:	 Director, USAID
 
Dakar, Senegal
 

Hail Address:	 USAID
 
c/o American Embassy
 
B. P. 49 
Daka r, Senegal 

All such communications will be in French unless the Parties otherwise 
agree in writing. Other addresses may be substituted for the above upon 
giving of notice. The Grantee, in addition, will provide the USAID 
lHssion with a copy of each communication sent to AID/Washington. 

Section 8./1 • Information and Ma.rking. The Grantee will give appropriate 
publicity to the Grant as a program to which the United States has 
contributed, and murk goods financed by AID, as described in 
Implementation Letters. 
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Section 8.5. Language of Agreement. This Agreement is prepared in 
English and French. In the event of am~iguity or conflict between the two 
versions, the English version will control. 

IN WITNESS WHEREOF, the Grantee and the United States of America, each 
acting through its duly authorized representative, have caused this Agreement 
to be signed 
written. 

in their names and delivered as of the day and year first above 

REPUBLIC OF SENEGAL UNITED STATES OF ANERICA 

By: _ BY~--­--­--­-------

TITLE: _ TITLE: _ 
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SUMMARY OF GOS DECLARATION ON ECONOMIC POLICY (1980)
 

A. Introduction 

In order to redress the economic situation in Senegal and in recognition 
of the long-term structural nature of Senegal's economic difficulties, the GOS 
adopted in the course of 1980 a comprehensive medium-term plan for economic 
policy reform. The plan calls for the following general measures: 

improved management of public finances, of the parapublic sector and 
of external debt, to ensure the implementation of an adequate public 
investment program without compromising Senegal's credit-worthiness; 

the introduction of a restrictive and selective credit policy; 

the introduction of a new foreign trade policy; 

11 more systematic reliance on market mechanisms and economic 
incentives to encourage private investment; 

a reorientation of the national investment proeram towards the most 
productive sectors and projects; and 

the introduction of institutional reforms in the rural sector. 

B. Pu bItc 1-'i n..1 nce s 

As a means of moving tOlolards a balanced budget and of restoring a sound 
financial situation the GOS undertakes (1) to maintain the rate of growth of 
current government c>:penditures below that of current revenues and (2) to 
progressively reduce the share of outlays on personnel. 

The GOS will progressively cut back its financial participations and 
reduce the role of public enterprises in the economy. Public enterprises will 
operate within the framework of program contracts designed to establish 
functions, objectiveo and responsibilities of the GOS and various public 
enterprises, especially in the financial area. 

C. Honey and Credit 

A restrictive credit policy will be continued through increases in 
interest rates, where necessary, and the usc of a system of advance 
authorizations [or credit requests of or above CFAF 70 million (approx. 
$2 115,000). 

D. Balance of Payments and External Debt 

A priority goal is to reduce the balance of payments deficit to a 
manageable level in the long-term (e.g. 6-7% of GOP). The key to success lies 
in limiting imports while expanding and diversifying exports. This is to be 



D - 2 

accomplished through the progressive introduction of an increase in import 
duties and a selective export subsidy to encourage sectors that offer real 
export possibilities (e.g. textiles, knitted goods, fertilizers, agricultural 
equipment and canned fish products.) 

The GOS will make every effort to limit the yearly service on external 
public debt to 15% of export earnings. Commercial borrowing will be used only 
for directly productive proj~cts. 

E. Prices and Wages 

The GOS will continue to implement the policy of "true economic prices". 
Except for four sensitive food products (rice, bread, sugar and groundnut oil) 
and producer prices for certain crops, all prices will be subject either to 
prelimill.'ll"y approval, to monitored reporting, or will be entirely uncontrolled 
as of the end of 1980. Producer prices for groundnuts and cotton will be 
fixed each year at the highest possible level compatible with the anticipated 
export price and intermediate costs to the COS, though the Price Equalization 
and Stabilization Fund will attempt to avoid excessive price fluctuations for 
basic necessl ties, particularly cereals. 

The GOS will keep wage level increases within the limits of the projected 
growth in GDI' and domestic consumption in coming years. Annual wage 
adjustment will be based on 60% of the rise in the consumer price index since 
the previous wage increarie, plus the growth in real terms of per capita GDP 
over the same period. 

F. Investment Policy 

Under the Sixth Plan (1981-85), the COS will attempt to increase the 
investment rate through: 

mainten:lnce of fixed investment at an average just below 17% of COP, 
and 10% of GOP for public investment; 

allocation of 55% of investment to ciirectly productive sectors; and an 

increase in the contribution of public savings from 15% of public 
investmcxlt at the beginning of the period to 25~~ by the end of the 
period. 

The economic rate of return on investments must be improved through a 
judicious choice of projects. Thus an int~rnal economic rate of return will 
be calculated in accordance with standard rules, \~hich will then be compared 
to the estimated opportunity cost of capital in Senegal. Plannjng authorities 
will be strengthened. Improved monitoring of public sector projects will 
allow corrective measures to be applied, where necessary. 
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G. Actions in the Agriculture Sector 

GOS policy in the rural sector has the .Following priority objectives: 

the development of food crops to decrease import dependency; 

an increase and diversification of agriculture production; 

the encouragement of farmers to accept more responsibility by 
providing them with extension services and training in cooperative 
organisation: and 

an increase in the incomes of farm families. 

1. Incentive orices in :lprit"lIl rllrr> 

The GOS has taken major steps by setting and maintaining remunerative 
prices for groundnuts and cotton. Levies on groundnut sales are now limited 
to the amount sufficient to cover fertilizer subsidies. The aim of future 
pricing will be to adapt producer prices of export products to medium-term 
world market prices while taking into account the need to maintain a proper 
balance among the producer prices of various agriculture products. 

To achieve the goal of food self-reliancy, the pricing policy for 
cereals (e.g. millet) is designed to provide an incentive and to keep prices 
in line with those of export products. The GOS' long-run aim is to stimulate 
R nationwide cereals market through the removal of physical obstacles to the 
free circulation of cereals (e.g. lack of feeder roads). GOS intervention in 
the millet market is to be restricted to stockpiling and minimizing seasonal 
fluctuations in food supply. The consumer prices of imported food products 
nre determined by import costs. 

2. Reorg,lnization of regional and national rural development institutions 

Grou:ldnut mn.rketing will be the responsibility of the cooperatives, 
which will deliver their production directly to the oil crushers. The 
cooperative movement has become the responE'1.bility of the regional rural 
development agencies, under the guidance of the Hinistry of Rural 
Development. Although the public sector will retain responsibility for input 
distribution in the immedia~e future, this function will be progressively 
transferred to the suppliers of inputs, the regional societies and the 
cooperative movement. The Village sections should be strengthened, 
particularly in seed management. 

Pending the strengthening of Village sections the GOS has created a 
new agency (SONAR) to supply farmers with inputs. Financial mechanisms are 
being set up so that SONAR docs not have to prOVide financing for fertilizer 
subsidies. The GOS has sP.t up a study group to suggest the most efficient 
structure and management of SONAR and proposals for partial or total recovery 
of its recurrent charges from beneficiaries. 

~\

"
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In view of the dissolution of ONCAD (Office National de Coop~ration 

et d'Assistance au Developpement) the COS has made arrangements to draw up a 
liquidation statement by the end of the first half of 1981, to make 
arrangements for settling ONCAD's liabilities vis-a-vis its suppliers and the 
banks, and to report on former ONCAD personnel who have been retired by public 
or parapublic enterprises. 

The regional rural development institutions will become the principal 
agents providing assistance to the cooperatives and promoting rural 
development. This will require the setting up of flexible manangement systems 
capable of working closp.ly with village communities. A new internal structure 
for SAED, based on autonomy of the irrigated perimeters and participation by 
the farmers in their management, is being developed. 

In the context of strengthening regional and national rural 
development institutions, program contracts will be agreed between the 
agencies and the GOS. The program contracts will set forth action programs 
allowing each agency the autonomy for staff recruitment and management but 
requiring cuts in personnel in line with needs and financial resources. The 
restructuring of the rural sector should be accompanied by a general review of 
the organization and personnel nerds of the sector as a whole. 

J. Reorganization of the Price Equalization and Stabilization Fund 

The GOS has abolished subsidies for COC:~iller goods through CPSP and 
intends to increase the price of these goods in line with cost increases. A 
study of the financial management will be made and will examine ways of 
assisting farmers adversely affected by the drought without resorting to debt 
cancellation, which would undermine tbe basic principles of agriculture 
credit. The GOS will adopt the principle that the CPSP should, under normal 
conditions, finance the subsidies it pays out from the financial surpluses on 
imported and exported commodities that pass through this organization. If 
there is an exceptional shortfall of funds the Treasury would supply the CPSP, 
for a limited period, with sufficient funds to continue its operations. 

4. Reorganization of distribution of seeds and other agriculture inputs 

The quality of seed stocks has seriously deteriorated and the 
management of th~ seed credit program has suffered from the same accounting 
irregularities as agriculture credit accounts. SODEVA is to undertake trials 
aimed at expanding village seed storage capacity and disseminating knowledge 
of established methods of seed protection. Hanagement of seed stocks is to be 
progressively transferred to Village sections. The GOS will establish 
mechanisms to link the regional rural development agencies with the ordering 
and distribution of inputs. Direct delivery of inputs by manufacturers to 
small farmer!> will be introduced. 
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5. Overhaul of agriculture credit 

An audit of cooperative accounts in the peanut basin is to be carried 
out and presented to the GOS. Terms of credit will be tailored to the size of 
the farm and the categories of equipment ordered. Loan recovery will be 
reinforced by restoring the link between marketing and production. The terms 
of reference for a study on reorganization of agriculture credit have been 
approved. 

6. Overhaul of groundnut collection and weighing operations 

The marketing of groundnuts by ONCAD in the past has led to 
considerable losses. The GOS has decided to make the cooperatives responsible 
for quantity and quality control at their level, and oil crushers responsible 
for losses occurring after the delivery of the product to marketing depots. 

7. Encouragement of private enterprise In marketing 

The State monopoly of millet distribution has been abolished; the 
rice monopoly has been transferred to CPSI', which will operate through private 
traders; and marketing of maize and sorghum will remain in the private sector. 

8. Creation of villar,e sections within cooperatives 

In order to provIde a sounder basis for a system of joint and 
multiple Ibbilities with respect to credit and to ensure farmer p3rtic1pation 
the GOS and the regional rural development agencies will encourage the 
formatlon of village sections within the cooperatives. Village sections will 
be made more effective through a functional literacy program for their 
representatives. 

9. Reorganization of agriculture research 

Tile GOS will continue a policy of improvement in agriculture 
research, but with a new emplwsis on the constraints faced by small farmers 
through an interdisciplinary research program. The research will be organized 
by natural region; (a) the fleuve region for irrigation and mixed crop and 
livestock farming; (b) the pasture area for extensive stockraisingj (c) the 
groundnut basin for intensive rainfed agricultur~ ~nd the ~xi9ttng association 
of crop cultivacivll with livesLvLkj and (d) (;abdlUance for intensive 
stockraising and farming systems based on paddy rice. 
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ANNEX E 

SUMMARY OF HAJOR REQUIREMENTS UNDER TilE IMF STANDBY AGREEMENT AND THE WORLD
 
BANK STRUCTURAL ADJUSTHENT LOAN
 

A. Introduction 

Since the IntroductIon of the World Bank Structural Adjustment Loan (SAL) 
in late 1980 the World !lank and the nIl' have beel: working together closely to 
ensure that the majol' requirements under the:;e two agreements are compatible 
and, where possible, t:llltualJy reinforcing. The IHF standhy arrangement which 
must be renegotiated annually hilS since 1981 incorporated the r.:ajor 
outstandi nt; requIret:lentt> under the SAL. In the division of labor between 
these two instItutIons, the HIF hal; concentrated 0:: Ll!.., '1'-1croeconomic aspects 
of economic stabilization wid Ie the \lorld !lank has assumed resfJonsibility for 
[;lonitorin~ agriculture ilnd ilwtitutional reforms. 

!l. General Objectives 

The pace of adjustment as defined in the GOS DeelaratIon of EconofllIc 
Policy in 1930 113S rrovl~d to be overly ambitious in terms of the 
responsiveness of the Senegalese econor.Jy. Thus the objectives for 
stabiliz<ltion have bl~en revised do"'n,,'ard. The GOS under the current program 
(approved by the I~F ~xecutive !loard in Nover.:ber 1982) is striving for: 

d r<'duction in the c>:Lcrn;!l current account deficit from 15% of GOP 
in 1982 to 12.~% in 1983; and 

'-I reduction in the pllbUc jlnance deficit from 9.4:' of GDP in 1981/82 
to 7'/., In 19i12/1l3. 

C. Publ ic Fil1ancc~; 

1. !('~qui re::il',ll,: in the arl'a of public: fin.JI1':cs focus on: (1) increasing 
government revenue; (2) reducing current I'}:penditures; and (3) limiting credit 
cY-panflion el;peclaJly a!; reg.Jrds th,> bankIng f;ystem's Ilet clairJ:> on the 
Goverm:Jent. As <1 r'~,-,'ln'; of incrc,lsin!: gll\'l'rn~lcnt revenue the GOS haB agreed to: 

a,	 lncreasv fi1:'cal ,lllty on impl,rts by )~: ,lIlll lr.lprove tax collection 
which ;;llQuid Incrl'iI"" at thl' same pac,~ a~; GDl'; 

c.	 increase the t:lX on f:ola nut,; frolJ CFAF 95/f:g to CFAF ISO/Kg. 

2. In order to ~ontaln public I!Xpl'nditurl'l: the GOS has undertaken to: 

a.	 control recruitment ::;0 that the W<lge bill incre,1ses by less than 
7'1. in 1982/83; 

b.	 ntudy measurer: oj reducing the rate of growth of public sector 
employment to 1% In 1983/84; 
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c.	 increase the ex-refinery prices for petroleum products by at 
least 14%; and 

d.	 reduce the deficit of the Price Equalization and Stabilization 
Fund from CFAF 20 billion in 1981/82 to CFAF 10 billion in 
1982/83. 

3. Total domestic credit is to expand by no more than 14% over the year 
from July 1st 1982 to June 30th 1983 with growth in net government claims on 
the banking system limited to about 20Z. Over the same period the GOS is 
expected to reduce its arrears by CFAF 12.6 billion (approximately $35 
million) • 

D. External Sector 

Heasures required to prevent further deterioration in the balance of 
payments include (1) containment of growth in imports (2) an increase in the 
subsidy rate for nontraditional exports and (3) limits on new external public 
borroWing. One of the objectives behind the commitment to increase the fiscal 
duty on imports by a furtlwr 5/; is to restrict the increase j.n imports to 
about 11% in CFAF tenns. The subsidy rate on cettain exports is to be 
increased to 15;; of the f. o. b. vnlue of exports. The subsidy is to be 
extended to market-~arden produce, food and mecllanical products and other 
areas IoIhere Seneeal has excc~;s production capacity. 

1;e\.l eovern;;wnt and ;~()\'C'l'nment-liuarantced external borrowing with 
maturities of 1-12 years is to be limited to SDR 20 million (approximately $22 
million) uver the period frulJ July 1st 1982 to June 30th 1983. New borrowings 
with naturltics of 1 to 5 yean; arc to be limited to SDK 2 million 
(approximately $2.2 million) over the same period. As a means of providine 
short-term relief (or the GUS with respect to debt service payments, a 
rC'schedul1nt~ of external public debt \;lth maturities fall1ne due in 1982/83 
and nonp,uaranteed Dank debt lor 1J;lturities falling due in 1981/82 nnd 1982/83 
15 to he sought under the auspices of the Paris Club. 

E. Acti.-?ns in the A.:ricul lure Sector 

The major thrust of actions to be taken in the agriculture sector involves 
ways of ir.Jprovln£. the efficiency and reducing intennediate costs in the 
ground nut r.ector. A tean of experts is to be set up to improve the accounting 
systen of the Price Equalization and Stabilization FundI (a majot 
institution in the agriculture Eector) and the financial control of the 
transactions hetween the Fund and other pertinent organizations. 

1 Caisse de Pcrequntion ct de Stabilisation des Prix (CPSP) 
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1. Groundnut sector: price compensation and marketing 

Since the producer price for groundnuts is fixed while the export 
price is variable, the financial equilibrium of the nector may have to be 
assured through a system of levies (paid by oil crushing firms to the CPSP in 
the event of an export price that is above the producer price plus 
intermediate costs) or of subsidies (paid by the CPSP to the oil crushing 
firms in the event of an export price that is below the producer price plus 
intermediate costs). The amount of subsidy or levy is to be determined at the 
beginning of the l:larketing season and adjusted at the end of it in accordance 
with movements in export prices. 

In the case of groundnut oil and mixed oils sold on the domestic 
market there lJight also be a need for a sir.lilnr systeCl of levies or subsidies 
if the domestic selling prices fixed by the government are above or below 
production costs. In rt.'guiating prices, the COS is to try to avoid granting 
subsidies for dOlJcstic oil consumptioll, save for exceptional cases. 

Before each crop season opens in mid-rlovC'r.1ber, a contract is to be 
concluded between til(' oil producers .1nd the CPSI' to determine the amount of 
subsidies or it·vies. For e:q)orted products the levy or subsidy is to be 
expressed in CFAF/Kg of unshelled groundnuts and is 13uhject to adjustment in 
the fl)llowin~ S"l'tcmber. F01' dor:1e';tically consumed oil the levy or subsidy is 
to be expressed In CFAF!litcr ex-factory. 

Th,~ uil cru:;)l:'ni: (i n",: .lre to a';:;lune responsibility for the primary 
l:larketin:~. pru('("3sing, and export of i;roundnut products heginning .1t the start 
of the 19iL:/L3 crop l'car. Alt,~ntion i,; to be givl,n to the possible savings 
that could Dt' [;'..11!(' hy ·;ir:;plHyinf; the t:lilrketing SyStCI:1 through the 
rationalL:,llloll of the COll"Ctil:!~ ,;ysLL'm, the reduction of overhead 
l'~:p('ndlt'Hl's an,~ th,' L'li:~lu.ltio;l of IntermeJlarle;;. 

2. Grouwjl1'.:'~ ,;ector: :;t'cd distribution 

The ellS j:; to ilnnllunce ,j n(' ...· seed distribution polley prior to 
OctolJ1'r I, 19IJ.'.. Till ,; ne\" policy is de!.>igned to mnk" it possible for farmers 
to l~hoo[;L' bet .... (·ell hoVing b:lek their " ...'n Reeds or obtaining them from 11 

national ::tod:;>1le. III tite first. case. fanll'rS are to receive a bonus of CFAF 
'~IJ per kilogram Ilf :;I'cd:; held b.lck. ccl1culated on a pro r.Jt,1 ha:ds to the 
ilmount of gr01llllln'uts tlll~y have 11.1rketeJ. In the second cnse, farmers are to 
receive spcJr. from a n.ltlon.1l stockpile, also on a pro rata basis to the 
ilmount tlll'Y !lave l1ark"u'd, The SL'C'd stockpIle il; to al:lount to 120,000 r.lCtrfc 
tons for the cOr.1ini, ('rop ycar, of .... 111r::h ilt lea:;t 20,000 tons are to be seecls 
h~ld hack by th~ (arlJl~rS t\wl11!;elves. The national Gtockpi1e is to be 
gradu,l1ly reduced O\,Cl' [utu!"" crop r,C;IS01W an,l should not exceed 40,000 metric 
tUIi:; by 1986/87. At the 3.1mc t:1T:1c, 1,tudie!; on the reorganization of the 
production and J11;tributfon of groundnut seed:; arc to be pursued with a view 
of avoiding tIll' need for .IIlY Bubsidy in a normal year. 

,.
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3. Fertilizer 

Beginning November I, 1982 fertilizers are to be sold for cash at a 
price averaging CFAF 50 per kilogram, but which can vary depending on the type 
of fertilizer. The Government will authorize the Societe Industrielle des 
Engrais du S~n'gal (SIES) (privately owned fertilizer mixing plant), within 
the framework of a program contact system, to make its own arrangements for 
fertilizer marketing. In addition, the Government undertakes gradually to 
reduce the amount of subsidies granted for fertilizers. It will study the 
possibility of reducing the aQount of the annual subsidy by 25 per cent over 
the coming crop year. 

4. SONAR 

SONAR's (Societe Nationale d'Approvissonnement Rural) operating 
budget is to be taken over by the Central Government in 1982/83 under Treasury 
operations. Its accounts arc to be audited by the Central Accountant for the 
Public Agencies, ("t\eent Comptable Central des EtablisBements Publics"), and 
its expenditure commitments are to be authorized by the Controller for 
Financial Operations ("Contr6leur des Operations Financieres"). Since SONAR 
will be relieved of itu responsibilities as regards the distribution of 
fertilizers, its staff is to be reduced. In fiscal year 1982/83 no permanent 
staff is to be recruited and the number of temporaries is to be reduced to 
5,000 man/months, representing a decrease of about 40 per cent compared with 
the previout; yc';H. 

5. Sug;tr 

The prLce[; for milk sugar are to be raised 50 per cent effective 
1'ovcoLer I, 1982. In addition, the Government is to re-examine its agreement 
with the Senegalese Sugar Company (Compagnie Sucriere Senecalaise), before 
Decer.Jber 15, 1982, and is to adjust prices at; necessary to eliminate any 
subsidy in ] 982/83. 
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ANNEX F
 

PROCEDURES AND CRITERIA FOR USE OF THE LOCAL CURRENCY
 

A. Introduction 

This following procedurcs assume that the Special Account at the Central 
Bank has been established, and that local currency (lie) generated by the 
dollar disbursed for the $4.25 million in fertilizer imports has been 
deposited in the account, or is in the process of being deposited. 

It also assumes that the government has met the condition precedent 
section, which requires the GOS to name or establish a Joint Local Currency 
(or counterpart) Managcment Committee ("Comite de Gestion"). 

B. Local Currency Management 

The GOS has agreed to use a llc Management Committee to approve releases 
for specific activities from the above mentioned local currency (or 
counterpart) account. The Ministry of Plan has suggested that the existing 
llc Management Committee already established by the GOS for the PL 480 Title 
III Program be used. This committee, which is composed of representatives from 
the Ministries of Plan, Finance, Commerce, and USAID, was organized in its 
present "streamlined" form one year ago, and is working well. 

USAIO favors this proposal. With some modest broadening of the Title III 
Committee Mandate, and with some minor changes in operating procedures, it 
could be made to handle releases from all lie funds generated from nonproject 
assistance (ESF, SOF, PL 480, etc.). 

The Committee will be able to invite representatives of the Central Bank 
andlor Technical Ministries to assist at committee meetings (as needed) when 
project financing proposals from the Technical Ministries arc received for 
approval. 

A prerequisite for presentation of any proposal to the lie Managemen~ 
Committee for consideration will be that the proposed activity have the prior 
approval of the Technical Ministry and the USAIO Technical Division concerned. 

C. Local Currency Project Approval Criteria l 

The following eriteria will be applied by the Committee to determine 
whether or not an activity is eligible for obligation of funds: 

1. Mandatory criteria for all activities 

The manner in which the activity will be carried out shall be 
descri bed. 

1 Copies of the criteria will be made available to the GOS technical 
ministry to assist them in preparing proposals for submission to the Joint 
Management Committee. 
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The approximate date project will begin and end must be described. 

The site of the activity must be identified or criteria for 
selectinR site set forth. 

Nature of goods and service to be provided must be identified. 

Cost of goods and services identified sufficiently to enable 
reasonably firm cost estimate. 

Where applicable, engineering or other technical planning 
necessary to carry out particular activity will be identified. 

2.	 Economic criteria that should be taken into account: 

That projected costs and returns result in benefits sufficient 
for the target population to become involved in the activity. 

That the technologies being introduced and tested are appropriate 
for the local economic systems. 

Where applicable, that the agricultural support system is 
adequate, including availability of inputs, extension assistance 
and a marketing system for both inputs and outputs. 

That the costs are reasonable in relation to the expected number 
of beneficiaries. 

That recurrent costs and maintenance of the activity can be 
provided by the village or GOS. 

That an adequate administrative/organizational structure exists 
through which to implement the activity, including adequate 
staff, operating funds, and management procedures. 

That marketing opportunities are available for production 
activities undertaken. 

That for any livestock related assistance, village efforts and 
commi~ment to destocking be considered. 

3. Environmental criteria 

Since the counterpart belongs to the host government, there is no 
legal requirement for an environmental assessment for the l/c projects which 
will be proposed under this grant. However the USAID believes that the 
Committee should consider this important aspect along with the other points 
listed above; thp.refore the USAID proposes to send the Committee a set of 
AID's environmental guidelines including the special brochure on environmental 
considerations relating to Rural Roads (part of ESF project). 
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D. Opening of the Project or Activity Account 

Once a project has been approved by the Committee, the Central Bank will 
be asked to open a specific account for the project. Each approval will 
contain specific instructions as to withdrawal procedures. 

E. Reporting Requirements 

It is proposed to use the reporting procedures already in place for the 
Title III lie Management Committee. These procedures provide for quarterly 
financial and progress reports. 

F. Evaluation Plans 

The Joint Semi-Annual Ev~luations of the progress will be held by the 
Committee at a time to be determined by the committee. In addition to the 
semi-annual program evaluation, each project will be indiVidually evaluated 
upon its completion to determine how well it achieved ita purpose. 

G. Audit 

Normal GOS audit procedures will apply, with the Joint Management 
Committee free to request special audits where the Hcirclmstances" so warrant. 

H. Conclusion 

Given the satisiactory experience with the existing Title III lie 
Hanagement Committee, since it was streamlined last year, no major 
difficulties are envisioned in broading its mandate and installing the above 
procedures. 
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RURAL FEEDER ~OADS MAINTENANCE AND IMPROVEMENT PROGRAM
 

SUMMARY
 

A. Introduction 

The first USAID Rural Feerler Roads Maintenance Activity for Senegal will 
finance essential periodic and annual maintenance of 728.5 kIns of rural feeder 
roads constructed and improved throughout Senegal since 1976 (of which 686.5 
kms WilS constructed by the World Bank Feeder Roads Program), the improvement 
of 353.5 kms of rural feeder roads integrally linked to the success of major 
development projects in the Lower Casamance, Fleuve and Senegal Oriental 
region, and Hupport the conducting of other feeder roads maintenance 
activitie!; by fin:mcing local purchaSe! of essential spare parts. The project 
will be executed over a two year period. 

The activity is economically, technically and organizationally sound. The 
economic rates of return for the road improvements are between 12.53 and 31.77 
percent; those for the annual and periodic maintenance components of the 
activity of ilre similar magnitude. 

The act1.vity will permit the full realization of development projects in 
many areas of Senegal, and 'will directly benefit the rural populations as well 
ilS tl1C country as a I.'hole. Realization of the activity will allow major 
increases in agriculture production (in terms of roth hectarage and yield), 
directly Incre~s[nE rural incomes and reducing the need for food imports. 
Road im~rovcmcnt and maintenance will greatly reduce vehicle operating costs. 

The iQ~rovcd and properly maintained roads wIll end t~e isolation of many 
village!;, many of I.'hlch arc cornjlletely inaccessible du>:'ing the rainy season. 
The r.wintenancf' and im~rove::lents will per.nit the j;Jssage of agriculture .inputs 
and f,lcllitat0 the ll!;C of imflrovcd ar;riculture techniques, and will allow 
addition.11l'rodllce to be marketed. 

This feeoer roads 1ll,1intenance activity will (lirectly prOVide a number of 
important social benefits: iuvrove~ communication, access to supplies and 
services, including medical services, and in some regions, ~ignificant 

redistribution of income. 

The act iv ity 14'111 also delay the need for and I"lcntual cost of large
 
investments for infrastructure rcnewal.
 

B. Feeder Roads I.n Senegal 

A feeder roads agency, the Bureau de Pistes de Production (BPP), was set 
up and equipped In 1976 under the World Dank Feeder Roads Project. After some 
start-up di fficulties, the BPI' const ructed and improved 686.5 kms of roads. 
Since the end of World Bank financing in 1981, the DPP (now the Division des 
Pistes et des Recharcements - DrR) has been hindered by scarcity of operating 
ftt'lds and lack of equipment in good condition. Virtually no feeder roads 
maintenance has taken place in Senegal in recent years. 
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Because of the lack of annual and periodic maintenance. the feeder roads 
constructed and improved by the World Bank have deteriorated seriously. and 
benefits expected from the roads have not been fully realized. A program is 
u'gently needed to perform the maintenance necessary to bring these roads back 
to satisfactory condition, and to continue the required annual maintenance. 

In 1980, the World Bank (in n report by BCEOM) identified several hundred 
additional kilometers of feeder roads to be improved. The various regional 
development agencies have since proposed other feeder road improvement 
projects. In general, improvements of these roads is vital to the full 
realization of a number of development projects in Senegal. 

USAID proposes to remedy the serious shortf all in the maintenance of rural 
feeder roads by financing a Rural Feeder Roads Maintenance Activity. This 
activity is designed to reinforce the emphasis of the World Bank on road 
maintenance and improvement as opposed to new road construction. Thus, the 
USAID activity will concentrate on maintenance and improvement of existing 
rural feeder roads and reinforcement of Senegal's rural feeder roads 
maintenance capability. Looking to possible additional activities after this 
project is completed, some 35 million CYAY ($100,000 in local currency) has 
been earmarked for a Feeder Roads Study. While adequate technical studies and 
documentation has been available for the 1082 kilometers of roads proposed for 
maintenance and upgrading.'in this PAAD, additional feeder (rural) roads will 
require economic and technical studies. 

C. Work Included in the Activity 

The activity will include the improvement of 353.5 km;, of feeder roads in 
the :'Iatam and Bakel areas of the Senegal P.iver Valley and in the Lower 
Casamance. These arc priority areas of agriculture development in which USAID 
is already particpating (through the OMVS, Bakel IDP, Pidac, and Lower 
Casamance Integrated Development Projects). 

These roads arc currently IInmaintaincd and in an unimpruvcrl condition. 
They are generally impastiable during the rainy season. Improvement will 
involve widenil18 the existing roads to a 7-meter base course and charging with 
a IS-centimeter layer of laterite, 5 meters in width. As most of the roads 
arc now below the current ground level, 2. la-centimeter backfill of clayey 
material and lateral ditches on both sides of the road for drainage purposes 
arc foreseen. 

To prevent further road degradation and to perpetuate the usefulness of 
the roads, the activity will also include a program of annual maintenance and 
periodic maintenance for the roads completed during the World Bank Feeder 
Roads Project. 

D. Study Methodology 

The current conditions of the roads, and the work required for each road 
improvement were determined primarily by on-site visits. The state of 
deterioration was estimated for the roads constructed during the first World 
Bank Feeder Roads Project. Unit costs were based on current costs in 
Senegal. Annex 1 presents the estimated costs of maintenance for the 728.5 
kms of roads already constructed and improved by the BPP/DPR. 
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The economic analysis of the road improvements is based on the difference 
between projections of growth in agriculture production in the zones of 
influence of the roads with and without the roads improvement. The 
methodology is based on and closely follows that of the 1980 Worla Bank report 
by BCEOH. Production projects (hectarage, yield) are based on information 
obtained from the regional development agencies and the World Bank BCEOH 
projections. Where estimates of yields or hectarage varied, the lower 
estimate was generally adopted. Development projects in the zones of 
influence of the roads which are of uncertain timing or financing, and 
socioeconomic benefits difficult to quantify, were excluded from this 
analysis. Because of this conservative approach, the calculated economic 
rutes of return are probably understated. 

E. Economic Analysis 

Four groups of roads to be improved were evaluated and included in the 
project (see Annex 2) 

Lower Casamance - Pidac area: 124 kms 
Lower Casamance - Pidac area/Zone 9: 78.5 kms 
Senegal River Valley - Matam area: 108 kms 
Senegal River Valley - Bakel area: 43 kms 

The economic rates of return arc favorable to excellent, varying between 
12.57 and 31. 77 percent in the normal si tuation. A sensitivity analysis was 
performed; onl y in the worst case situation (increase in investment cost of 
10;1.; decreHse in ar;ricultura1 benefits of 10%) arc two of the rates of return 
below 10 per..:ent. The SUI'lI:lilry of this economic analysis is presented in 
Annexes 3 and 4. 

The World Bank has found that road maintenance is among the activities 
yielding the hir,hest rates of return, frequently yielding returns greater that 
100 percent fur highways. 1 

REGIO:l LENGTII-KI L0l1ETERS 

Sine Sa10um 231 
Thies-Louga 193.5 
Casamance 229 
River Basin 76 

Senegal Oriental (27)
 
Fleuva (48)
 

TOTAL 728.5 

In terna tiona1 Roads Federa tion. World lIighwHys (Newslet ter) Vol. XXI II. 
Washington, D.C., October 1982. 
1 
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Benp.fits resulting from appropriate annual and periodic road maintenance 
include. 

reduced vehicle operating costs 

reduction of losses and spoilage of produce llnd other transported 
goods 

continuation of agriculture production benefits due to the feeder 
roads 

prolonr,ation of road life and postponement of the need for 
infrastructure renewal 

reduction of eventual renewal and periodic maintenance costs. 

Over a 3 year period (longer in the drier, northern, area) without road 
maintenance, vehicle operating costs will rise by 30 to 50 percent. 
Thereafter, deterioration of the road continues at an increasing ratej after 5 
to 6 years, the road will require major renewal and will be impassable during 
the rainy season, a situation not unlike, in terms of effects, that of the 
original unimproved, summary road. 

Annual maintenance costs average only I to 2 percent of original 
improvement costs (less if complete construction was involved). Periodic 
maintenance costs (once every three to fi\'e years) ave 1ge 8 to 11 percent of 
improvement costs. Even if only 10 to 20 percent of the production benefits 
due La the roads are lost in year 3 due to lack of maintenance, and 60 to 75 
percent after year 5 to 7, it is easily seen that the maintenance of rural 
feeder roads offers an excellent rate of return. On economic grounds, 
therefore, the proposed program of annual and periodic maintenance of the 
roads constructed and Improved by the BPP/DPR is fully justified. 

F. Recurrent Costs 

The recurrent costs resulting from this project are mainly those annual 
and periodic maintenance costs necessary to keep the roads in good condition. 

The average cost of annual maintenance of the feeder roads is about 46,600 
CFAF - $133 per km. The average cost of periodic maintenance, incurred every 
three to five years, depending on the region, is about 280,200 CFt.F - $800 per 
km. 

The table below presents the recurrent costs for the ten years following 
the project. For the first year, only annual maintenance will be required. 
In the second year, periodic maintenance will be required on about 10 percent 
of the feeder road network; the remainder wi 11 receive normal annual 
maintenance. In the years following, 25% to 30% of the network will receive 
periodic maintenance each year. 
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The World Bank Project foresees a Road Fund whose purpose is to finance 
annual and periodic maintenance and operating costs of the Roads Maintenance 
Directorate of about 4 billion CFAF (about $11,5 Millions) per year during the 
project, 3 billion CFAF per year afterwards. Approximately 10 percent of 
these funds are earmarked for rural roads maintenance. l The rural roads to 
be maintained arc almost exclusively those 1082 kilometers of rural feeder 
road~ with which the project is concerned. Thus, sufficient funds will be 
available to finance the recurrent costs necessary to keep the roads in 
conditions, and to enable full realization of tile project benefits. 

I t is recommended tha t the Gove rnmen t 0 f Senegal be req ui red top rovide an 
acceptable budgetary plan to ensure the availability of the funds to cover 
recurrent costs. 

YEAR FOLLOIHNG RECURRENT FUNDS AVAILABLE 
PROJECT COSTS (CFAF) FRml ROAD FUND (CfAF) 

1 50 000 000 '100 000 000 
2 75 000 000 400 000 000 
3

'.
5 

125 000 000 
125 000 000 
125 000 000 

300 000 000 
300 000 000 
300 000 000 

6 125 000 000 300 000 000 
7 125 000 000 300 000 000 
8 125 000 000 300 000 000 
9 125 000 000 300 000 000 

10 125 000 000 300 000 000 

G. Usa of Forel~n Exchange 

Few foreign ..:'xchange costs 1.'111 result from this activity. The equipment 
to be used in the activity will not be pnrchased specifically for the 
activity, but wIll be cqui;>ml'nt purchased through other pro~t"['..i'; and uRed for 
this ilctIvlt.y. Fuel CI)St.S wi 1.1 be incurred but will be purchased on the local 
market. 

BeginnIng in 1977, the World Bank and the Government of Senegal adopted a 
policy uf decentralizing roads maintenance activities, confiding these 
activities to regIonal mnlntenance organizations, restricting the central 
organization to controlling, plannIng, budgeting ani audIting functions. 

The creation of the BPI'/DPR, a centralized fceder roads construction and 
maintenance unit, was an exception to this policy. 

Three possibilitIes are considered for the execution of this activity: 

1. The project may be confided to the DPR. The DPR has a well-trained 
and currently underuti lized sta ff of 245. The DPR equipment is old and in 
poor repair. If the DrR were re-equIpped, the DPR could complete 60 to 70 

1 The World Bank; Staff Appraisal Report, Fifth Highway Project, Feb. 1983. 



G - 6 

percent of the activi!ty, work in the proposed two years. As purchase of 
equip~ent, other than locally available space parts, is not included in this 
activity, the equipment would have to come from elsewhere. The World Bank's 
Fifth Highway Project, and a loan from the KFW (Germany) are two 
possibilities. Use of the DPR is the Public Works Department's preferred 
alternatives. 

2. rhe activity may be conffded to the regional organization of the 
Public Works epartment, to be included in their annual program. The regions 
are well-equipped. This alternative could, however, cause organizational 
p ob~ems, especla ly if fhe DPR personnel were to be transferred to the 
regions. The utility of causing organizational complications for a project of 
short du~ation is questionable. Care would have to be taken to ensure that 
the feeder roads receive adequate priority in the regional programs. 

3. Project work may also be confided to private contractors. In both of 
the above alternatives private contractors should have an important 
participatiun, with responsibility for the transport of earth and materials, 
and the construction of various structures. This tYj>e of private contracting, 
already cOlnmonly used, directly encourages the small local 
contractor/entrepreneur. Private contracting of transport and structures 
would mount to app roximately 20% to 25% of total project maintenance and 
improvement costs. 

Entire sections of road could also conceivably. be contracted to 
private enterprise. E>q>erts are divided on whether private contracting <is a 
more expensive alternative. Private contracting may well be used in 
conjunction with the other alternatives, to supplement the work of the DPR or 
regiona organizations. 

To ensure adequate organizational arrangement, the Public Works 
Department should he required before disbursement of funds to submit an 
acceptable plan for the execution of the activity, including use of some 
private contracting, Ilnd including nssurances that the necessary equipment 
will be made available. 

I. Other Issues 

This activity touches only a small part of the feeder road system in 
SenegaL It is evident that there is no lack of possible additional feeder 
roeds improvement and maintenance projects. It is therefore hoped that this 
first activity will be the basis for a continuing intarvention by USAID in 
feeder roads maintenance and improvement. 

In line with the Fifth Highway Project of the World Bank, it is desirable 
that the Government of Senegal furnish a defined level of financial 
participation in the feeder roads activity. If the USAID feeder road program 
is to continue, a Government of Senegal participation should be defined as a 
percentage of .1ctivity funding, increasing over time to perhaps match USAID 
participation. 

Some 35 million CFAF ($100,000 in local currency) has been earmarked for a 
Feeder Roads Study. lfuile adequate technical studies and documentation has 
been available for the 1082 kilometers of roads proposed for maintenance and 
upgrading, in this PAAD, additional feeder (rural) roads will require 
additional economic and technicAl studies. 
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J. Program and Recommendations 

The feeder road improvements and maintenance activities evaluated in this 
report promise good to excellent economic returns. It is therefore strongly 
recommended that tlSAID Feeder Road Maintenance Activity be undertaken. 

Activity disbumcment are estimated as follows: 

IN CFAF In US $ 
Maintenance of 728.5 kIDS 

of Feeder Roads 234 115 750 CFAF $ 668 902.14 

Imp rovement and Halntenance 1092 154 400 CFAF $ 3 120 441.15 
of 335.5 kms of Feeder 
Roads 

157. In flat ion and In foreseen 198 940 523CFAP $ 568 401.49 

1 525 210 673 CFAF $ 4 357 744.78 

Feeder Roads Study 35 000 000 CFAF 100 000.00 

Spare parts 189 789 3::7 CPAF 542 255.22 

1 750 000 000 CFAP $ 5 000 000.00 

In light of lh.! .lbove, the follQ',o/ing are ab;o recowmended: 

Require of the Publlc: :':"rks Department ,1n acceptable plan for 
execution of th0 Activity, with guarantees of equipment availability 
and <letallt-d dl'scrl.,Jlloll of the e'llll:"nt~nt to be used. 

For il contilltll.l1/', IJSAIU participation in Senegal's feeder roads 
"winte-nanee i)ro,;rara, e:.;L1blish with the GOS a program of GOS 
flnancLll. I'arlic~pation. Agreemenl re;lc!wd \"\ th the World Bank for 
the Fi fth llighw 1;1 Project may serve ,15 an example. 

En.;ure th.Jt proper ,Irril:l!;el~l'nts ,Ire made for execution of the design 
and technical st.tldies. 

Require an acceptable budgetary plan to entlure the availability of 
funds to recover e)~ecteJ recurrent CORtS. 

Consider eventual extension of the USAID feeder roads maintenance 
program In Senegal and select and evaluate feeder roads maintenance 
projects. 
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ANNEX 1 

ROADS TO BE MAINTAINED - WORLD BANK PROJECT 
(in CFAF) 

PISTE LENGTH	 DATE OF COST OF COST OF FIRST YEAR 
OF CONPLE ANNUAL PERIODIC OF COST 
nOH HAINTENANCE NAINTENANCE HAINTENANCE 

SINE SALOUM 

Ka f frine-De lbi 30 Feb. 81 1 380 000 7 770 000 9 150 000 
Ka f frt ne-Mbe1l1ells 18 Feb. 81 828 000 I, 662 000 5 1,90 000 
KOllnghelll-~lllka GOllye 26.5 Hay 81 1 219 000 6 863 500 7 473 000 
Diago-Di:lkhao 8 1976 368 000 2 072 000 3 844 000 
Ngodiba-Pathe Thi angaye 52.5 Dec. 80 2 1,15 000 13 597 500 22 811 250 
GlIingllineo-Cnibi 38 Early 79 1 748 000 y 842 000 13 338 000 
1,do f fane-Ii are 20 Oct. 79 920 000 5 180 000 6 560 000 
Passy-Dieding 13 Nov. 80 598 000 3 367 000 3 965 000 
TOllca r-CF 1a 1') Jul. 80 (,90 000 3 885 000 4 575 000 
N5-~llssirah 10 unknown IdlO 000 2 950 000 3 575 000 
'1'OTAL Sine Sa lolJ:n 231 

TilIES-LOU(;A 

~lb:lr;ke-Halli1 23	 Dpe. 80 1 0~\8 (Jon 5 957 000 7 015 000 
'):-ldindl-TolJb:l /.logo 11 Dec. 80 506 000 g'.Y 000 3 355 000 

Kll£!l-Touba :'lh()u1 18 .Ian. 80 13213 000 /, 662 000 5 1,90 000 
~I bac ke-~Icd i na Tour{- 7 Jan. 82 3::2 000 1 illJ 000 483 000 

I') F')Ha~ bey-Wakha 1r! i ar.lC .Jan. -'~ 6 ')0 DUO 3 F.85 000 1 035 000 
B.lr.lbey-Dl.:J,,'ane 19 Oc t. HO P. 7/. 000 I, 921 000 5 795 000 
Diourbel-Ti(,b~ 11, Jul. HO 736 0 )0 4 14/, 000 4 880 000'
Diourvf'l-!J[,lkhilo ~2 r~o\' • flO 1 012 000 ) ()98 000 (, 710 000 
f:hol1bole-:;d I ayenne 
Sirack 7. S .Jul. 79 3!,5 DOC! 1 942 500 2 [,60 000 
:10 t t o-Tas~) c t -~1 j;UC kn kh 35 Jul. 32 610 000 9 065 000 2 1d5 000 
Lou~;a-:'lher!If'11l1f' I 14 19H2 64/. 000 3 (, 2(, 000 644 000 

" 

Nd3nde Areil~ 6 1983 7.7 6 000 ] sst, 000 276 000 
TOTAL Thies-L()u~il 193.5 

CASA'IA:1CE

Le,'; Ca1ollffi,lye,; I? Jan. 131 748 000 11 590 000 13 338 000 
Guerina-DlandJalath 20 Apr. 80 920 000 (, 100 000 7 480 000 
:Iii rSilssoll;n-Bantil£;nl n,l 2(. Jan. Bl 1 196 000 7 930 000 9 126 000 
f>llndiniere-Sara Ten! Ill; 52 :-lov. 80 2 392 000 15 fl60 000 18 252 000 
Kanoya-Dinroume 40 HIlY 81 1 8/,0 DOO 12 2110 000 13 120 000 
Bia rOll-Lenker Ing 3'J June 81 1 79/. 000 11 895 000 12 792 000 
Wassadou-Pakouf 2 .lui. III 92 000 610 000 656 000 
POI, tall-Tn re 
Mboumbaye 2 12 1983 552 000 3 660 000 552 000 
TOTAL Casamance 229 
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SENEGAL ORIENTAL 

Koupentoum-Koutia Ba 
TOTAL Senegal Oriental 

27 
27 

May 80 1 242 000 6 993 000 8 235 000 

FLEUVE 

Richard-Tol1-Hbane 
Gae-CFN2 
Tassinicrc-Tare 
Pe1our-CFN2 
TOTAL Fleuve 

'27 
10 

2 
9 

48 

Mar. 81 
Dec. 80 
June 81 
Feb. 82 

1 2/12 000 
460 000 
92 000 

414 000 

6 993 000 
2 590 000 

518 000 
2 331 000 

8 235 000 
3 050 000 

564 000 
6 000 

GRAHl) TOTAL 728.5 

Se 1f-Ite 1p effort. 

2. Feeder road completed after the first World Bank Feeder Roads project. 
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ANNEX 2.a 

LOWER CASAMANCE ROADS 

PIDAC AREA (1) 

ROAD 
lfrI21j-Youtou 
Oussouye-Kagnout-Elinkine 
Br in-Enamp ore-Seleky 
Dialang-Kaguit 
Tendie~c-Soutou-Sucl 

Giakollnda-Kandiabou-Toukara 
Bourofayc-Toubacouta-Badem-Kassoulo 
Cap Skirring-Djembering 

LENGTH 
9 

18 
12 

7 
14 
39 
15 
10 

124 

(km) 
ZONE OF 

INFLUENCE 
85 

120 
120 

80 
100 
380 
75 
80 

1040 

(km2) 

(1) Zone 9 Roads not included. 

A~NE:~ 2. b. 

LOI-lER CASA.~W~CE ROADS - ZONE 9 ROADS 

ROAD 

BOlltoute-Guidcl 
Niagui,;-Guidcl 
Agnak-Kamarakounda 
Dia gnon-llts5 i no 
Guidel-Kamarakounda 
K,una rakounda-B is si ne 
Bissine-Kaour 
Sindon-Lati 

9.2 
7.6 
9.2 
7.1 

11.2 
15.8 

5.6 
12.8 

ZONE OF 
INFLUENCE 

50.6 
41.8 
50.6 
39.1 
61.6 
86.9 
30.8 
70.4 

(km2) 

78.5 431.8 
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ANNEX 2.e. 

MATAM REGION ROADS 

VILLAGE PERIMETERS NET SURFACE ARE 
IN ZONES OF INFLUENGE CONSIDERED IRRIGABLE 

ROAD LENGTH (IlA) IN ZONES OF INFLUENCE 

Tianiato-Dembakane 6 67 2000 
Kanel-0dobere 11 118 8000 
Rodidiavc-~guidjilone 53 358 
Bae de Kaedi 1000 to 15000 
Agnam Goll-Dinl 30 171 
Gnssemberi-Waounde 8 136 2500 

108 S50 22500 - 27500 

ANNEX 2.d. 

BAKEL REGIO~ ROADS 

ROADS LENGTH (kms) 

RN2-Balou-Aroulldou-Sebou 14 
RN2-Ya fera 14 
RN2-Koungani 7 
~Ioudie ri -G.1nde 8 

43 
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ANNEX 3.0 

COSTS AND BENEFITS 

The Tables that follow, Annexes 3.1 through 3.4 present the various 
economic costs and benefits which determine the economic evaluation (rate of 
return and present value) of the roads improvements components of this 
project. The various types of costs and benefits are: 

1. Inves tment 

The original cost of the road improvements on the group of road. 

2. Maintenance 

The cost of annWll or pediodic maintenance of the group of roads. 
These maintenance cos ts a r~ those req ui red t a keep the roads in sa tis fac tory 
condition. The cost and frequency of periodic maintenance varies by region. 

Additional Inputs 

For each group of roads, the amount (in hectarage ."lnd tonnage) of 
additional agriculture pro~uction attributable to the roads improvement was 
calculated. This additional production will require corresponding additional 
agriculture inputs. This item, therefore represents the costs of additional 
inrut,; (rrlmarily fertilizer which \vil1 be used to achieve the additional 
production ~xrected from the roads improvement.) 

4. Additional Production 

The additional agriculture product.'.on that is expected to result from 
the roads improvement was estimated in terms of tonnage. This item represents 
the value of this addition:!l production. 

5. Tra f fie Ilene it ts 

This item presents the savings of vehicle operating costs of existing 
light vehicle tra [fic due to the roads imp rovement. 

6. Net Benefit~ 

The net economic benefit by year for e3ch group of roads. The Net 
Benefit is equal to : value of additional production 

+ traffic benefits 
- cost of additional inputs 
- maintenance ~09tS 

- investment costs. 
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ANNr:X 3.l.a.
 

COSTS AND BENr:FITS
 
LOWER CASANANCE ROADS
 

1'IDAC ARr:A
 
(CFAF X 106)
 

YEAR INVES 'n1ENT MAINTENANCE ADD ITlONAL ADDITIONAL TRAFFIC NET1 
INPUTS PRODUCTION IlENEFITS BENEFITS 

0 383.1.2 (383. /12) 
1 5.70 7.05 45.93 9.25 42.43 
2 5.70 8.11 52.95 9.25 48.39 
3 37.88 9.32 60.87 9.25 22.92 
4 5.70 10.72 70.76 9.25 63.59 
5 5.70 12.3/. 82.02 9.25 72.23 
6 37.88 1 /;.17 9/,.96 9.25 52.16 
7 5.7U 16.30 110.06 9.25 97.31 
8 5.70 18.76 136.50 9.25 121. 29 
9 37.8il 2J .59 1U7.50 9.25 11 7.28 
10 5.70 2/1.81 203.80 9.25 182.04 

COS IS ,\!JD llI~!;EF ITS
 
Lu\{ER CASA'IAtiCE lWADS
 

YEAR INVESTIIENT MAINTENANCE ADDITIONAL ADDIT[O~AL 

e,PUTS PRODUCTION 

0 1. JO 
1 0.02 0.02 0.13 
2 0.02 0.02 0.15 
3 D. 11 0.03 0.17 
I. 0.02 0.03 0.20 
5 0.02 O. all 0.23 
6 0.11 O. aI, 0.27 
7 0.02 0.05 0.31 
8 0.02 0.05 0.39 
9 0.11 0.06 0.48 
10 0.02 0.07 0.58 

TRAFFIC
 
BENEFITS
 

0.03 
0.03 
0.03 
0.03 
0.03 
0.03 
0.03 
0.03 
0.03 
0.03 

NET1 
BENEFITS 

(1.10) 
0.12 
0.14 
0.07 
0.18 
0.21 
0.15 
0.28 
0.35 
0.34 
0.52 

1 Errors due to rounding 
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ANNEX 3.2.a 

LOWER CASAMANCE ROADS
 
ZONE 9 ROADS
 

COSTS AND BENEFITS
 

YEAR INVES1NENT HAINTENANCE ADDITIONAL ADDITIONAL TRAFFIC NETl 
INPUTS PRODUCTION BENEFITS BENEFITS 

0 237.94 (237.94) 
1 3.60 2.93 19.05 5.86 18.38 
2 3.60 3.36 22.01 5.86 20.91 
3 23.88 3.87 28.73 5.86 7.04 
4 3.60 4./16 39.68 5.86 37.48 
5 3.60 5.12 54.82 5.86 51.96 
6 23.88 5.89 70.66 5.86 46.15 
7 3.60 6.77 87.47 5.86 82.96 
8 3.60 7.79 10.07 5.86 103.54 
9 23. 88 8.96 13.28 5.86 104.30 
10 3.60 10.31 15.32 5.86 144.27 

ANNEX 3.2. b. 

LOIV El\ CASA'IANCE ROADS
 
ZONE 9 ROADS
 

COSTS AND BENEFITS
 

YEAR INVES1HENT l-!AINTENAI:CE ADD 1TroNAL ADDITiONAL TRAFFIC NET1 
INPUTS (l) PRODUCTION BENEFITS BENEFITS 

(} 0.67 (0.67) 
1 0.01 0.01 0.05 0.02 0.05 
2 0.01 0.01 0.06 0.02 0.06 
3 0.07 0.01 0.08 0.02 0.02 
4 0.01 0.01 0.11 0.02 0.11 
5 0.01 0.01 0.16 0.02 0.15 
6 0.07 0.02 0.20 0.02 0.13 
7 0.01 0.02 0.25 0.02 0.24 
8 0.01 0.02 0.31 0.02 0.30 
9 0.07 0.03 0.38 0.02 0.30 
10 0.01 0.03 0.44 0.02 O. '11 

1 Errors due to rounding 
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ANNEX 3. 3.a •
 

I1ATAI1 REGION ROADS
 
COSTS AND BENEFITS
 

(CFAF X 106 )
 

YEAR INVESnt£t;T MAIHENA!,CE 

0 3~6.99 

1 '1.97 .,.. 11 .97 
3 4.97 
4 4.97 
) 27.97 
6 1,.97 
7 4.97 
8 4.97 
9 4.97 
10 27.97 

ADIHTIONAL 
INPUTS 

6.90 
13.80 
20.70 
27.60 
34.50 
34.50 
]/,.50 
3 /1.50 

ADDITIONAL
 
PRODUCTION
 

77.13 
154.26 
23] • 39 
308.52 
385.65 
385.65 
385.65 
385.65 

TRAFFlC
 
BENEFITS
 

8.06 
8.06 
8.06 
8.06 
8.06 
8.06 
8.06 
8.06 
8.06 
8.06 

NETI 
BENEFITS 

(326.99) 
3.09 
3.09 

73.32 
143.55 
190.78 
284. OJ 
354.24 
354.24 
354.24 
331.24 

A:i~:D: 3.3. h. 

HATA.'1 REGION ROADS
 
COSTS MiD BENEFITS
 

YEAR lIiVES11-1£Yf MAINTENAI,CE ADDITIONAL ADDITIONAL TRAFFIC NET1 
I:IPUTS l"IWDUCTlON BENEFITS BENEFITS 

0 0.93 0.93 
1 0.01 0.02 0.01 
2 0.01 0.02 0.01 
:1 0.01 0.02 0.22 0.02 0.21 
4 0.01 0.04 0./14 0.02 0.4] 

5 0.08 0.06 0.66 0.02 0.55 
6 0.01 0.08 0.88 0.02 0.8] 
7 0.01 0.10 1.10 0.02 1. 01 
8 0.01 0.10 ],10 0.02 ]. 01 
9 0.0] 0.10 1.10 0.02 1. 01 
10 O.nb 0.10 LI0 0.02 0.95 

1 Errors due to rounding 

\~ 
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ANNEX 3.4.a.
 

BAKEL REGION ROADS
 
COSTS AND BENEFITS
 

YEAR INVES1NENT HAINTENANCE ADDITIONAL ADDITIONAL TRAFFIC NET1 
INPUTS PRODUCTION BENEFITS BENEFITS 

0 135.68 (135.68) 
1 1. 98 3.21 1. 23 
2 1.98 3.21 1. 23 
3 1.98 1. 04 11. 57 3.21 11.76 
4 1. 98 2.07 23.14 3.21 22.30 
5 11.18 3.1l 34.71 3.21 23.67 
6 1. 98 4.14 46.28 3.21 43.37 

7 1. 98 5.18 57.85 3.21 53.90 
8 1. 98 5.18 57.85 3.21 53.90 
9 1. 98 5.18 57.85 3.21 53.90 
10 11.1 1" 5.18 57.85 3.21 1,4.75 

A:W£X 3.4. b. 

BAKEL REGION ROADS 
COSTS AND BENEFITS 

($1 X ] 06 ) 

YEA/{ INVEST:-1EKT HA rNTENANC£ ADD I TIONAL 
INPUTS 

ADDITIONAL 
PRODUCTION 

TRAFFIC 
BENEFITS 

NET1 
BENEFITS 

0 
] 

2 
3 
4 
5 
6 
7 
8 
9 
10 

0.39 
0.01 
0.01 
0.01 
0.01 
0.03 
0.01 
0.01 
0.01 
0.01 
0.03 

0.01 
0.01 
0.01 
0.01 
0.01 
0.01 
0.01 
0.01 

0.03 
0.07 
0.10 
0.13 
0.17 
0.17 
0.17 
0.17 

0.01 
0.01 
0.01 
0.01 
0.01 
0.01 
0.01 
0.01 
0.01 
0.01 

(0.39) 

0.03 
0.06 
0.07 
0.12 
0.15 
0.15 
0.15 
0.13 

1 Errors due to rounding 
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ANNEX 4.a.
 

SUMMARY OF ECONOMIC ANALYSIS/SENSITIVITY ANALYS1S l
 
(in CFAF) 

ECONOMIC RATE OF RETURN PRESENT VALUE OF BENEFITS 

ROADS NORMAL INVEST- BENE-
MENT FITS 

- lOT. - 10% 

INVESTMENT (CFAF X 106) 
+ 10% AT 10% AT 12% AT 15% 

BENEFITS 
10% 

Lower Casamance 
(Zone 9 excL) 

12.57 10.RO 10.09 8.41 440.76 395.24 338.56 

Lower Casamance 
(Zone 9) 

14.72 13.06 12.55 10.95 314.26 278.49 234.24 

Fleuve-Hatam 
Region 

31. 77 29.74 29.32 27.36 1062.25 938.49 784.49 

Fleuve-Dakel 
Region 

12.53 10.96 10.59 9.06 158.34 140.07 117.31 

This table presents, in 3\Unmary form, in CFAF, the results of the economic 
analysis of the roads improvements. Economic Rates of Return have been 
calculated for the normal situation, and for three less advantageous situations 
(investment cost 10;: greater; agriculture benefit 107. less; investment costs 10% 
greater and agriculture benefits 10% less (worst case». The present value of 
the benefit stream (all costs and bcneflts, excluding the initial investment) 
have been calculated at 10, 12 and 15% (woest case» rates of interest. These 
way readily be compared to the corresponding investment costs. 
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ANNEX 4.b.
 

SUMMARY OF ECONOMIC ANALYSIS/SENSITIVITY ANALYSIS1
 
(in $) 

ECONOMIC RATE OF RETURN PRESENT VALUE OF BENEFITS 

ROADS NORMAL INVESl'- BENE­ INVESl'HENT ($ X 106 ) 
MENT FITS + 10% AT 10% AT 12% AT lSi. 
+ 10i. - 10% BENEFITS 

- 10% 

Lower Casamance 12.57 10.80 10.09 8.41 1.26 1.13 0.97 
(Zone 9 exr.1.) 

Lower Casamance 14.72 13.06 12.55 10.95 0.90 0.80 0.67 
(Zone 9) 

Fleuve-:·la tam 31.77 29.74 29.32 27.36 3.01, 2.68 2.24 
Region 

Fleuve-Bakel 12.53 10.96 10.59 9.06 0.45 0.40 0.34 
Region 

1	 This table presents, in summary for::!, in dollars, the results of the economic 
analysis of the roads improvements. Economic Rates of Return have been 
calculated for the normal situation, and for three less advantageous situations 
(investment cant 10% greater; agriculture benefit 10% less; investment costs 
10% greater and agrIculture benefits 10% less (worst case). The present value 
of the benefTt"stream (all costs and benefits, excluding the initial 
investment) have been calculated at 10, 12 and 15% (worst case) rates of 
interest. These may readily be compared to the corresponding investment costs. 

~\
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DETERMINATION OF CATEGORICAL EXCLUSION 

Pr~ject Country: Senegal 

Project Title: ESF (CIF) Standard Fit1anc1ng/Direc t 
Reimbursement 

Funding: 5.0 Million Dollars 

P~riorl of Funding: FY 1983-1984 

Prepared by:: Joy W. Lucke, USAID/Senegal 
Reviewed by: Peter Freeman, USAID/Senegal 

Environmental Action Recommended: Categorical Exclusion Under 
Regula ion 2~ 6If (c (2) (IX) 

Concurrence: tA--L-,.jJ /i ').,tJ..~-. 
David Shear, Director, USAlD/Senegal 

Date: (111/'./1)(l ! [ / IJ g?, 
I f 

Bureau Environmental Officer's Decision: 

Approved ~ _ 

Disappr.oved: _ 

Date:

Clearance: RLA 

Section 216.2 of AID Regulation 16 provides that certain classes of 
action do not require an Initial Environmentul Examination. Among these 
classes is the followinr,: 

AID docs n'ot have knowledge of or control over, and the objective of 
AID In furnishing assistance does not require either prior to approval of 
financing or prior to implementation of specific activities, knowledge of or 
control over, the details of the specific activities that have an effect on 
the physical and natural environment for which financing is provided by AID. 

Section 2l6.2(e) (2) provides that the originator of a program 
determines in writing the extent to which .. class of categorical exclusions 
applies to such program. This ~rittcn determination is to be concurred in by 
the Bureau Environmental Officer. 

This Annex constitutes the written determination by the Mission 
Director, USAID/Senegal, that the above quoted categorical exclusion applies 
to this project and an Initial Environmental Examination need not be made. 



Examination of Nature. Scope and Magnitude of Environmental ·Impacts 

I. Description of the Project 

The project proposes to provide a commodity import grant of $5.0 million 
to the Government of Senegal (GOS) from Economic Support Funds on 
standard AID terms. The primary purpose of the grant is to provide 
balance of payecnts assistance by financing commodities to be selected 
from the list of eligible commodities (Handbook 15. app. B). AID has no 
knowledge of the specific goods to be imported, nor will it control the 
nature of the commodities to be imported. other than ensuring that no 
pesticidcs will be iepurted under the proposed project and the USAID 
10'111 inform GOS of any potentially hazardous materials or uses once 
these become known. 

The local currencies generated from this CIP will be used to finance the 
maintenance and upgrading of existing rural roads. 

II. RecoI:lI:ended Environment Action 

In dccordance with AID Regulation 16, Section 216.2(c) 2 (ix). 
assistance under a Commodity Import Program is eligible for categorical 
ey.clu~;ion from environmental procedures if "prior to approval. AID does 
not have kno .. ledge of the specific commodities to be financed. and when 
the object i ve in furni shing ~;uch assistance rcqui res neither knowledge 
at the time .H;sistance is authorized, nor control during inplementation, 
of the commodities or tlwir use in the host country." 

So as to en~;urc that the GOS is advised on AID environmental concerns. 
the Joint COS/USAID Project Committee wIll be given a list of AID 
environmental and road construction guide 1 incs. 

As the sllhjt~ct as,;!~t.]nc(; fulfills the qualifications cited above. it 
should be granted a categorical exclu!;lon and be exempt from any further 
environmental. procedures. 
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I - COUNTRY CHECKLIST 

A. GENERAL CRITERIA FOR COUNTRY 

1. FAA Sec. 481. Has it been 
determined that the government 
of the recipient country 
has failed to take adequate steps 
to prevent narcoti::s drugs and other 
controlled substances (as defined 
by the Comprehensive D.rug Abuse 
Prevention and Control Act of 1970) 
produced or processed, in whole cr 
in part, in such country, or 
transported through such country, 
from being sold illegally within 
the jurisdiction of such country 
to U.S. Government personnel or 
their dependents, or from entering 
the U.S. unlawfully? 

2. FAA Sec. 620(b). If assistance 
is to a governemcnt, has the 
Secretary of State determined that it 
is not controlled by the international 
Communist movement? 

3. FAA Sec. 620(c). If assistance 
is to a governement, is the government 
liable as debtor or unconditional 
guarantor on any debt to a U.S. 
citizen for goods or [;crvicl!s furnished 
or ordered where (a) such citizen 
has exhausted available legal remedies 
and (b) debt is not denied or contested 
by such government? 

II. FAA Sec. 620(e)(1). If assist­
ance is to a government, has it 
(including government agencies 
or subdivisions) taken any action 
which has the effect of nationalizin[;, 
expropriating, or otherwise seizing 
ownership or control of property of 
U.S. citizens or entitil!s beneficially 
owned by them without taking steps to 
obligations toward such citizens or 
entities? 

No. 

Yes. 

No. 

No. 



I -	 2 

A.	 5. FAA Sec. 620(f) i App. Sec. 108. 
Ia recipient country a Communist 
country? Will aS8istanc~ be provided 
to the Democrat~c Republic of Vietnam 
(/lorth Vietnam). South Vietnam. 
Cambodia. or Laos? 

6. FAA Sec. 620( i). Is recipient 
country in any way involved in (a) 
subversion of, or military aggression 
against. the United States or any 
country receiving U.S. assistance. 
or (b) the planning of such sub­
version or agression? 

7. FAA Sec. 620(j). lias the country 
permitted. or failed to take adequate 
measures to prevent, the damage or 
destruction, by mob action, of U.S. 
property? 

8. FAA Sec. 620(1). If the country 
has failed to institute the investment 
guaranty program for the specific 
risks of expropriation, inconvertibility 
or conf iscation, has the AID Adminis­
trator within the past year considered 
denying asslstance to such l;overnment 
for this reason? 

9. FAA Sec. 620(0); Fishermen's Pro­
tective Act, Sec. 5. If country has 
selzed, or imposed any penalty or 
sanctlon against, any U.S. fishing 
activities in international waters. 

a. has any deduction required
 
by Fishermen's Protective Act
 
been made?
 

b.	 has complete denial of assist ­
ance been considered by AID
 
Administrator?
 

10. FAA Sec. 620(q); Apr. Sec. 504. 
(a) Is the recipient country in 
default on interest or principal of 
any AID loan to that country? (b) Is 
country more than one year in ,default 
on interest or principal on U.S. loan 
made pursuant to program for which funds 
appropriated under Approp. Act. unless 
debt was earlier disputed, or appropriate 
steps taken to cure default? 

No. No. 

No. 

No. 

No. 

Senegal has taken no such 
action. 

No. No. 
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A.	 11. FAA Sec. 620(s). What. per­
centage of country budget is for 
military expenditures? How much 
of foreign exchange resources spent 
on military equipment? 1I0w much 
spent for the purchase of sophis­
ticated weapons systems? (Con­
sideration of these points is to be 
coordinated with the Bureau for 
Program and Policy Coordination, 
Regional Coordinators Rnd Military 
Assistance Staff (PPC/RC).) 

12. FAA Sec. 620( t). IlLls the 
country severed diplomatic relations 
with the United States? If so, have 
they been resumed and have new 
bilateral assistance agreements been 
negotiated and entered into since 
such resumption? 

13. FAA Sec. 620(u). What is the 
payment status of the country's U.N. 
obligations? If the country is in 
arrears, were such arrearages taken 
into account by the AID Administrator 
in determining the current AID 
Operational Year Budget? 

14. FAA Sec. 620A. lias the country 
3ranted sanctuary from prosecution 
to any individual or group which has 
committed an act of international 
terrorism'! 

15. FAA Sec. (,59. If (a) military 
base is locat(~d in recipient country, 
and was constructed or is being main­
tained or op~rated with funds 
furnished by the UnHed States, and 
(b) U.S. persOnnel carry out military 
oll'"r<.Jticns fror.! fiuch balie, has. the 
President determined that the govern­
ment of recipient country has 
authorized regular access to U.S. 
correhp~ndents to such base? 

16. F.V. Sec. 666. Docs the country 
object, on basis of race, relIgion, 
mllional origin any employee of the U.S. 
th~re to carry out economic development 
program under FAA? 

8% of the GOS budget 
for 1982-33 is for military 
expenditures. Most new 
military equipment has been 
a gift from other donors. No 
sophisticated weapons systems 
have been purchased. 

No. 

Current. 

No. 

There arc no U.S. military 
facilities in Senegal. 

No. 
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A.	 17. FAA Sec. 669. Has the country No. 
delivered or received nuclear re­
processing or enrichment equipment, 
materials or technology, without 
specified arrangements on safeguards, 
etc.? 

18. FAA Sec. 670. lias the country No. 
delivered or received nuclear re­ No. 
processing, equipment, material or 
technology? Is the country not a 
"nuclear-weapon state" as defined in 
Article IX(3) of the Huclear Non­
Proliferation Treaty and on ~lich 

detonates a nuclear explosive device? 

19. FAA Sec. 901. lias the country No. 
denied its citizens the right or
 
opportunity to emigrate?
 

B.	 FU~TII~G CRITERIA FOR COUNTRY 

1. FAA Sec. 502B. Has the Depart- No. 
ment of State made findings which 
indicate that the country has engaged 
in a consistent pattern of gross 
violations of internationally recognized 
human rights? If 60, is program in accor­
dance with policy of this Section? 

2. FAA Sec. 531. Is the Assistance Yes. 
to be furnished to a friendly country, 
organization, or body eligible to 
receive assistance? 

3. FAA Sec. 609. If commodities Yes. 
are to be granted so that sale pro­
ceeds will accrue to the recipient
 
country, have Special Account (counter­
part) arrangements been made?
 

4. FY79 App. Act Sec. 113. Will No. 
assistance be provided for the purpose 
of aiding directly the efforts of the 
government of such country to repress 
the legitimate rights of the population 
of such country contrary to the Universal 
Declaration of Human Rights? 



I - 5 

11- NONPROJECT ASSISTANCE CHECKLIST 

A. GENERAL CRITERIA FOR NONPROJECT ASSISTANCE 

1. App. Unnumbered; FAA Sec. 653(b) 

(a) Describe how committees on Appro­
priations of Senate and House have 
been or will be notified concerning 
the nonproject assistance; 

(b) is assistance within (Oper­
ational Year Budget) country or 
international organization allocation 
reported to the Congress (or not more 
than $1 million over that figure plus 
10%)? 

2. FAA Sec. 611(0)(2). If further 
legislative action ie required with­
in recipient country. what is basis 
for reasonable expectation that such 
action will be completed in time to 
permit ord~rly accomplislunent of purpose 
of the assistnnce? 

3. FAA Sec. 209, 619. Is assi!;tnnce 
more efficiently and ci_~ctively 

given through regional or nulti­
lateral organizatIons? If so why 
is assistaIlcl~ not so given? 'nforma­
tion and conclusion whether 3f;t>i!;tance 
will encourage rpgional develop­
ment programs. If assistance is for 
newly independent country, is it 
furnished through multilateral 
organizationt; or in accordance with 
multilateral pIons to the maximum 
extent nppropriatc? 

Proposed CIP/Crant was 
included in the 
FY 1983 Congressional 
Presentation. Normal 
Congressional Notification 
procedures will be followed. 

Yes. 

No further legislation is 
required. 

No. Program will not 
encourage Legional 
development programs. 
Senegal is not a newly 
independent country. 
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A.	 4. FAA Sec. 60l(a);( and Sec. 20l(f) 
for development loans). Information 
and conclusions whether assistance 
will encourage efforts of the country 
to: (a) increase the flow of interna­
tional trade; (b) foster private 
initiative and competition; (c) 
encourage development and use of 
cooperatives, credit unions, and 
savings and loan associations; (d) 
discourage monopolistic practices; 
(e) improve technical efficiency of 
industry, agriculture, and commerce; 
and (f) streng then free labor 
unions. 

5. FAA Sec. 60l(b). Information and 
conclusion on how assistance will 
encourage U.S. private trade and 
investment abroad and encourage 
private U.S. participation in foreign 
assistance progral~s (including use 
of private trade challllels and the 
services of U.S. private enterprise). 

6. FAA Sec. 6l2(b); So_c. 636(h). 
Describe steps taken to assure that, 
to the maximum extent possible, the 
country is contributing local 
currencie[; to l~cet the cost of 
contractual and other services, and 
foreign currencies owned by the 
United States are utiliz.!d to IIlcct 
the cost of contractual and other 
services. 

7. FAA Sec. 612(d). Does the 
United States own excess foreign 
currency and,' if so I what arrange­
ments have been made for its 
release? 

This is grant. Program will 
increase the flow of inter­
national trade by providing the 
necessary foreign exchange for 
importation of goods. This 
program assistance is earmarked 
for the Senegalese private sector 
and will tend to foster private 
initiative and competition through 
the proposed sub-projects. 

The commodities financed by the 
program will contribute to a 
revitalization of the Senegalese 
economy. This, plus the require­
ment that U.S. manufactured 
commodities be procured with grant 
proceeds and the resulting 
increased familiarity with U.S. 
products should lead to further 
trade with the U.S. 

Program provides foreign exchange 
aS51stance for commodity imports. 
The local currency generated is to 
be progrannned into sub-projects. 

At present Senegal is not a 
country in which the U.S. owns 
excesS foreign currency. 
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B. FUNDING CRITERIA FOR NONPROJECT ASSISTANCE 

1. FAA Sec. 531, How will this 
assistance support promote economic 
or political stability? Is the 
country among the 12 countries in 
which Supporting Assistance may be 
provided in this fiscal year? 

The program will provide 
commodities necessary to the 
increased production of food 
and agricultural exports and 
thus contribute to the revitaliz­
ation of the Senegalese economy, 
a key factor in future economic 
and political stability. Senegal 
is one of the countries eligible 
for assistance from Economic 
Support Funds. 
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III	 - STANDARD ITEM CHECKLIST 

A.	 PROCUREMENT 

1. FAA Sec. 602. Are there 
arrangements to permit U.S. 

small business to participate 
equitably in the furnishing 
of goods and services financed? 

2. FAA Sec. 60/1(a). Will all 
commodity procurement financed be 
from the United States except as 
otherwise determined by the 
President or under delegation
 
from him?
 

3. FAA Sec. 604( b). Will all 
commodities in bulk be purchased at 
prices no higher than the market 
price prevailing in the United
 
States at time of purchase?
 

4. FAA Sec. 604( c). Will all 
agricultural commodities available 
for disposition under the Agricul­
tural Trade Development & Assist ­
ance Act of 1954, as amended, be 
procured in the United States 
unless they nrc not available in 
the United States in snfficient 
quantities to supply emergency 
requirements of recipients? 

5. FAA Sec. 60 /1(d). If the 
cooperat i ng country discriminates 
against U.S. marine insurance 
companies, will agreement require 
that m~rine insurance be placed in 
the United Stutes on commodities 
financed? 

A.	 6. FAA Sec. 604(e). If offshore 
procurement of agricultural commodity 
or product is to be financed, is there 
provision against such procurement when 
the domestic price of such commodity is 
less than parity? 

Yes, AID Regulation 1 
procedures will apply. 

Yes. 

Yes, AID Regulation 1 
procedures will apply. 

Yes. 

Yes. 

There will be no offshore 
procurement of agricultural 
commodities. 
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7. FAA Sec. 604(f). Are there 
arrangements whereby a supplier 
will not receive payment under the 
commodity import program unless 
he/she has certified to such 
information as the Agency by 
regulation has prescribed? 

8. FAA Sec. 608(a). Will lI.S. 
Government excess personal property 
be utilized wherever practicable in 
lieu of the procurement of new items? 

9. FAA Sec. 603. (a) Is the 
shipping excluded from compliance 
with requirement in section 901(b) 
of the Merchant Marine Act of 1936, 
as amended, that at lease 50 
per centum of the gross tonnage of 
commodities (computed separately for 
dry bulk carriers, dry cargo liners, 
and tankers) financed shall be 
transported on privately owned U.S. 
f lag commercial vessels to the extent 
that such vessels arc available at 
fair and reasonable rates. 

10. F/\l\ Sec. 621, If technical 
assistance is financed, will such 
assistance be furnished to the 
fullest extent practicable as 
goods and professional and other 
services from private enterprise 
on a contract basis? If the facilities 
of other Federal agencies will be 
utilized, are they particularly 
suitable, not competitive with 
private enterprise, and made 
available without undue interference 
with domestic programs? 

10. International Air Transport. 
Fair Competitive Practices Act, 1974 
If air transportation of persons or 
property is financed on grant basis, 
will provision be made that U.S.-flag 
carriers will be utilized to the extent 
such service is available? 

Yes, using AID Regulation I 
procedures. 

No, not under the terms of 
private sector CIP. 

Transportation waiver is 
found in Annex J. 

Yes. Facilities of other 
Federal Agencies will not 
be utilized. 

Yes. 
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11. FY 79 Apr. Act Sec. 105. Does 
the contract for procurement contain 
a provision authorizing the termination 
of such contract for the convenience 
of the United States? 

Yes. 

B. Construction No construction will be 
financed by this Grant. 

C. OTHER RESTRICTIONS 

1. FAA Sec. 620(h). Do arra~ements 
preclude promoting or assisti~ 

the foreign aid projects or activities 
of Communist-Bloc countries, contrary 
to the best interests of the United 
States? 

Yes. 

2. FAA Sec. 636(i). Is financi~ 

prohibited from use, without waiver, 
f or purchase, long-term lease, 
exchange, or guaranty of sale of 
motor vehicle manufactured outside 
the United States? 

Yes. 

3. Will arrangement preclude 
of financing: 

use 

a. fAA Ser.. 114. to pay for perfor­
mance- .)f abortions or involuntary 
steril:zations or to motivate or coerce 
persons to practice abortions? to 
pay for performance of involuntary 
sterilizations as method of family 
plannine or to coerce or provide 
any financial incentive to any person 
to practice sterilizations? 

Yes. Yes. 

b. FAA Sec. 620(,,). to compensate 
owners for expropriated nationalized 
property? 

Yes. 

c. FAA Sec. 660. to finance police 
training or other law enforcement 
assistance, except for narcotics 
programs? 

Yes. 

d. FAA Sec. 662. for CIA activities? Yes. 

e. AP? Sec. 103. to pay pensions, 
etc., for military personnel? 

Yes. 
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f.. App. Sec. 106. to pay U.N. Yes 
assessments? 

g. App. Sec. 107. to carry out Yes.
 
provisions of FAA Sections 209(d)
 
and 25l(h)? (transfer to multi ­

lateral organization for lending). 

h. FY 79 App. Act Sec. 112. To Yes. 
finance the export of nuclear 
equipment, fuel, or technology or 
to train foreign nations in nuclear 
fields? 

L FY 79 App. Act Sec. 601. To Yes 
be used for publicity or propaganda 
purposes within U.S. not authorized 
by Congress? 
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ANNEX J 

OCEAN FREIGHT WAIVER REQUEST 

A. Waiver Required 

Procurement of source and origin waiver from AID Geographic Code 000 
(United States) to Code 899 (Free World) for procurement of marine 
transportation services from the United States to Senegal. 

B. Summary Waiver Information 

Cooperating ~ountry:	 Senegal 

Authorizing Document:	 PAAD 

Activity:	 Commodity Import Program 

Nature of Funding:	 Economic Support Fund 

Approximate Total Value:	 $1,000,000 

Proposed Source/Origin:	 AID Geographic Code 899
 
(Free Horld)
 

C. Discussion 

USAID/SeneBal has planned to utilize an Economic Support Fund grant in the 
acount of $5 million for a private sector Comcodity Import Program. ThiR 
activity is to assist the GOS in its balance of payments deficit and to 
generate local currency for agricultural development sub-projects in line with 
the GOS's R~form Plan to become core self-reliant in food production. 

One of the objectives of this grant is to help expand U.S. imports to 
Senegal. Import tariffs on U.S. products were recently reduced to the same 
level as those placed on imports from the European Economic Community, thus 
reducing the advantage of EEC commodities in the Senegalese market. Recently, 
ocean transportation service from the U.S. has been infrequent and often 
indirect. Farrell Lines has been calling at the Port of Dakar on a monthly 
basis, sailing directly from an East Coast port (Baltimore or New York) in 
approximately 12 days. Lately, Farrell Lines has determined that they have 
not had enough cargo booked to justify a stop in Dakar, and cargo has been 
off-loaded in Abidjan, Ivory Coast, and transshipped to Dakar. This process 
has increased shipping time by 45 days or more. This unreliable service will 
not be looked at favorably by potential importers, who can count on European 
shipments with a transit period of from 7 to 10 days. 

\~
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Delta Lines, the only other U.S. flag vessel with regular service to 
Dakar, schedules monthly stops, coming from the Gulf States area, frequently 
with intermediate stops. However, the majority of the cargo destined for 
Dakar is shipped from East Coast ports which are not serviced by Delta Lines. 

Other vessels regularly serving Dakar from the U.S. East Coast are Nawal 
and Barber Lines, both code 899 flag vessels. Service is available every two 
weeks. 

D. Justification 

More frequent, dependable transportation services are essential to the 
success of this AID-financed grant, and non-AID foreign exchange is not 
available for these costs. Per Handbook lB, Chapter 7, paragraph 7B 4a(2) a 
waiver for transportations services is justified when eligible vessels can 
provide liner service only by transshipment, and vessels under flag registry 
of countries to be authorized by the waiver provide liner service without 
transshipment. In addition, per paragraph 7B 4(a)3, non-availability of 
eligible vessels would delay shipment and significantly delay receipt of the 
cargo. 

E. Certi:ication 

The ~nterests of the United States are best served by permitting financing 
of transportation services on ocean vessels under flag registry of free world 
countri£s other than the United States. 
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UNITED STATES GOVERNMENT 

memorandum 
DATE: Hay 16, 1983 

REPLY"''' 
ATTN OF': David Shear, Directo@i
 

USAID/Senegal
 
SUBJECT: ESF (CIP) Program (68 -0262) 121 D Certification 

TO:	 F.S. Ruddy, Assistant Administrator
 
Bureau of Africa
 

I certify that local cost financing on the ESF (CIP) Program 
(Standard Financing and Direct Reimbursement) N°, 685-0262 
will not be released directly to the cooperating country, 

All su~h disbursements will be made directly by USAID/Senegal 
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(REV. 1·'0)
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ANNEX L
 

PAIP Approval Telegram
 



'~t\CHr-SHI}[ 

Vi TAA4E4ESC910
 
PP HUTADS
 
r.I RCfFC #~?eQ/01 042074=
 
H'P HJI~lIO ZZ~
 

P R l1e52fZ i~E F.~
 
i~ fLCSTAT! ~ASFDC
 

TO i\i.iNDS/ArI.'d.SSY 1·/1,\11.\ flll0hii'1 Co':::
 
INFO RUiHAB/A~E~bASSY A"lnJAN rS81
 
n 
UNCLAS SECTION 01 OF ~2 STA1~ 04~2e9 

.Art!, AII , 

E.O. 12i35~: i/A 
TAGS: 
~U]JJC~: SINIGAL - ISF (6B:-2~6L) 

Rt!: DAKAR 10907 

1. SO~M!RY iCPR REVIEW OF SUBJECT PAIP HELD FEBRUARY. 

2. 19E3, ANI ~AS C~AIREL BY DAA/AFR fOR COASTAL A~D WEST
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OFJHTIVrS r '!·F.ROuG!l USI; III Cl:HHW!U A1'rnOVED "~ISSIO'~
 
SrFFO~'TEr ACTIVITI1S On ~unA: Accr~s P.UADS, CURRF.NTLY 
FROP0SIr FOR srPF0RT UND1R AGPlfOLTUR} ~IC!~TnAI.IZATION
 
AND CHDI'T (685-.~249). ACTIV11H.S IN LAND KAIiAGlo.:/"ENT
 
A~t n!GINIRA'IO~ MAY BE CON5IDE~FD Ih R)LATION TO
 
Rlcor~I~IA~IONS ~~SUL'IING rnOM ENVl~nN~iNTAL R£VIE~. 

:c:. fl1:D '10 TIl StljO"'lTTir 'f0 :\ID/~ 10k JI~VIJ«. lH1CT 
rOCO/''tNT 10 H ?1J::'/n:'J1D I'JlIOil fINM.. PIlH(.RA'l·IO~ n 
AGFICU''I~Ft D;C~r(lALI7.A'IION.1Nr CR£nl~ (6S5-r,?~~). 
TijIS \OLL ili: IlELHLL It. "IV HillING AJ!ICl'LT'.ll:E 
D7C¥~~~ALIZA!IQN AND CR[DIT IN CON1g~T OF 01ER\LL
PROr.RtM	 OBJEr.T(~iS. 
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HI CJ:	 t.;"}-

Ciilt 

1~f2-­-------:{ rPu 
. - INfO-\ 

:;IIt'" 
COl If"" 
: ~l.l
 

I ~. ,\
 

I ('\'-W5
 

\ ~~t: CCI.V 
I ':-~'O
 

I .~o
 

,') 

1 '0 
I 
I ·,0 
I 
I !"\ 
:,.,~ 

,.. ,.,.. ..-. 

\~
 



L-2
 

RAISlD A~t SDCGFS~IONS ~ADE TO bE CONSIIERLD IN 
PRIPARATION 01 FAAI. 

--,. ~TSSION ~nOVLD ~ELATB E~F F~OP05AL TO BNTIFF 
TIHCIl~ PAChiiGl TO B} SUcHCr OJ· laGO'!U1IOt> WI'll! 'IE) 
GOV~R~~ENT OF SE~~G~L (~GS). ~iGOTI\110H~ SLOOLD NOT EE 
C':I'P).P.H:IW1'HIZi'l; t; A~~I~TANI,t.. H::Jn~ni:'J'. TP,US. 
I"l~·~~I)N SIiOUIL (i"p"rH:Cr 1'0 I':n's~, lOH "E~rC:'lIlJtl :,ND 
HfNTUAL FLH'IIH.'IlC.'j OF nn~lLln;: ~UilSlnY "nILE FULLY 
I'HI!ZING 1'11/>'1 OtJ}'::'l'I\'}5 O'r Oi'lIr.INHLY HOP(I~n IS}' 
PAC~AG! WILL I:')T lH. A'I"n It/AELI IN 'rJlf Otl};-YEAR Lln~ OF 
TPI ~PFRCVID GP'Ni ?F~~C~hL. A~ TAPT Of '~lS FVFORT, 
FAAt S90rID I~LtrA1E rfFORM~ A~n LIV1L O~ ACEIIV1~r~T TO 
T.); A"'I'fdH"'r: '1() HJUC}.;I r~:';F CNI "tEAl! toL:; ~.tl f"llLLIOH 
PllCGf.H. puir POr.I~Y OIJlC'lIiIS (1) Or lIiCFd.311tG 
F;:II'rIl!Z},l CUSTS ~rdL f.Y USl.'HS Fi!OI~ V· I'F.RC1:NT TO 7~ 
FEfCENT AND (?) ~~ANsrr~FAL C} ~[fiTILIZIH DI~TDI~OT10N 
SYST}M TO PRIVAT} FIH~S ANil lLIMlNA1lNG 'HI G0V£R~MENT 
DISTRlFUTOR 'IllA'l' snOUID Ij}~ COIlSIlllHED 1IITlII/. TIlE WIDBR 
('CN'r~:x~ AND AH ~CLICY CBJEC'IIVF.S 'lIlA'~ 5ROUL1> 0E PURSUED 
.t.rCOFDING1i'. 1'liE LH~ACE 10 THE OVlRALl IHf/'tOilLD }lA/IK 
SFCN~OEEL RFFCF~ FLAN AFE TO Di CCNSIDIRED AND DISCUSSED. 

--E. IN CONSILERJIlG USE OF FOREIGN EXCDAIlGE FOR 
1'H'TIIlLET, a:rons. PAAD Ar:HYSIS f,l!OlJr.r VF.'l'r~nHIN}; JlO~R 
'j'!:} lCOt;OhIC AI\I FItI}.r.CIAL iiA'iF 01 P,lTl!llN fIlQI'\ II,CIlr;..;;];D 
HllTJLIZlR AFPLICATIONS. rOR 1XAI~HE, ;,iIA'l' AilE AVERAGE 
YIILl I~CPIASIS RfSUL'lING FReM FIRTILIZiR APPLICATION! 

~rAT I~ ~EE CCST-BFNiiIT REIATIo~srI~ OF IEHTTLIZER AND 
It:CF}A~lr YIH1S? itO,l J,(Jl.5 'i'RIS Alnc'! FARHlllS 
I"CTiVATION TO PCRCH~S( FfR'l'ILIZEn AT INCREASEr COSTS? 
~ICOtrIY, 'IHI r'AM SiiOliLj IHIUn AN ltIS'fI'l'llTiO'IAL 
AhtllS15 0' !~E F~RTILIZ~R ~An\~~ A~1 FEr1I1IZER MIXING 
pq,'I. ~FLCIFICJiLI,r. 'I'~Jr'. Cd.;;Ac'rHIS~·ICS PF TF~ PRIVATE 
SH'IIYI! 11. THI HR'lILIZt.r. hAtd}FACTORJ HI r.ISTRn,U'rION 
SYS'l'H Sp.GHe iil: CLAHIFHD AS 'J'H F!HHri .:';;C'1'Q.; lS. A. 
CT-I'!'lCAL Asn:C'1' Or THF POLICY I~SDrs IiAISH. CAUSES OF 
'fHl r.:nlRCHUZJI.'IIOII Or 'I\!}.-!JlAf\T 5t~onr Dr Hlf;'IIFIlD • 
.. . I,. I ~ rrr: E Fii CrL H' T.Ii c:-: 0 f H' Po RT'F. D to' ATE RIAL ') 0 R IS 
TFIPF AlACK Ci rrnc~ IH lIn \l 'i' 1:: TPI FHTOPT VIABLE 
Otl'U IF t":iO'T';-,::nIl ':11 It"POJ,'r r.lell'l~Jf:~ OR 'l'J.I1lFFS7 I:'; 
H-CCGI'I'1'flY r'lXI/,,"; OF fn1'rr.J;'n,~ ,CONOI11CALLY VUlllE?
 
I~ I'TI ftti (JPi'H'lION ~liI('lI SI!OliLl ~J SUlPOl:'l'.l!'? '-IILL TD}
 
FFR'l'II.IZER COr-:PAliY BE \vlLLH,'} TO SliH'l' ITS SOURCES OF
 
SOFty? II.BA'f 1~ Trl.' CO::T DIFPHEN'J'lAJ, :BET'lIHN 0.5.
 
SOURCES OF SUPPLY AND Gll"RE~1 SQURCIS?
 

--c. FINAL snrCTLON OF lJ~~ Or HJI'}Il:1I rxel/HG} SHOULD 
n~F, HOIIG At'Y O'I'IIJo:RS t'IS~>10N Jl1~:NTHlFS, CUITERIA or
'P'l 
tI~?I:~; 

t; tl CI ASS I r II r. 
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PROVIDING lIPADITIOU$ BALANCE OF P~YMENTS RELl~F. 

--D. EOi tILL TEE nIGHER u.s. SHIPPING COSTS AFFICT 
PRICE or HRTIL1Z.F.R AND }jQ~ DOES 'rHIS lIHUE '1'0 CURRENT 
SU]SIDY AND OBJECTIVE CF nEr.UCING SOiSIDY THROUGH 
ASS ISTANeJi:? 

--E. ~ISSIO~ SUCULD CONSID1R FROCRAHHIKG or LOCAL 
CURRENCY GEIERAnONS l'Oil OtH. C"l 'f1i0 DJ~,CBET£ ACIIVITILS 
~hERF"'ENIrI~S CAN B~ IA51LI IDEN~IFIED, AHE VISIHLE AND 
fUNIS CAN ~l RAPIDLY pnOGRA~M}D Ah[ CI~EURS}D TPUS 
AlLOWING THE MISSION AND GO~ ~0 NtGOTIA1E IN EAR~EST 

ldTBl/1 "'HI ~IDEF. COlln'Y1' OF '!'Ji~ ~N'I'IPE R~:FOFH PROGRAM. 
AC'f1'lJTIE~ 'I0 EE IDEIi'T'IHEr 'II' 'TLf PH'f. AND APPROVAL 
fCUGH'J THOUGh AU'liC]'I,ATION ACTION ~'O L'IILIZ~ LOCAL 
COliP.1I1CY G1NiiiA'IIONS Ion SP1C'I nIH AC1'lVUIFS. 
Bl~IIICIARY J~PACT SHOULD ~f ANALYZED ANil CONSIDERED IN 
SilECTlNG USES OF LOCAL CURGENCY GENERATIONS. 

--F. PAAr MUST II/CLUDE 'ENV IRONMENTAL llLVIE\{. TllOUGH A 
CATEGORICAL IXCLUSIOH MAY !I AFPROPRIATi, THOUCDT SHOULD 
BI GIVIN TO TilE GENEnAL EfFECTS OF FSRTILIZER ON 
DFGRADID sOIt (F.-C" GROUNDNUT BASIN SOIL DEG1ADATION). 
4. ISSUIs PAPfRS ANC QU1S~lON~ ~A 5JD FY RIVIE~ING 
OFncrFS WITH RESPEC'i' 'f0 ESTAIGLISRHENT OF GRAIN nEstnVll 
EIING rOUCHEn FOR ~ISSION CONSIDERATION. 

S. AWAIT MISSION 
P~FPAFING PAAr. 
lIT 
#0289 

RE~UESf FOR 
SHULTZ 

ANY ASSISTACE R~QUIR~D IN 

NNNN 
UNCIAS SECTION 02 OF 02 STATE 040289 
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ANALYSIS SHOULE FLO, A RANKING or ~HE CONSTRAINTS AN 
CBANGF.S EEQUiEED IN POLICIES, INSTITUTIONAL STF.UCTURES 
A~r RESOURCI ALLOCATIONS ANt AN ASSISSM!N~ OF THI HOST 
GCVERN~INT FINANCIAL, POLITICAL AND INS~ITUTIONAI 

CJ.PA~IIITY TO CARRY OUT THE CEANGIS. THE SECTOR 
STRATEGY RESULTING FROM THIS ANALYSIS FOR IMPLIMINTING A 
FFCG:A~ ~o ADtRESS TEE FFoELr~s IS NEEtIt. FINALLY, 
1F1R} SBOCLr. ]} A rlSCUS~IO~ OF TEl ROLl OF rONORS IN 
TBI SICTOR ANt TB~ MA~N~R IN WEICH AI~'S PROGRA~ FITS 
~I1EIN TBE TOTAL ASSISTANCE EIFORT AND A RATIONALE FOP. 
SFIICTIO~ OI AID'S ARiAS 01 ASSISTANCI. 

--F. ASSUMING ~EI AECVl ~ODL~ SUFPOE~ A SICTOR 
ASSI5TAN~E ~OtE, TEE REFIRE~CED D0CG~ENTS PRoVltr 
I~~UFFICIINT LATA TC SUPPORT AN IHTEPVIN?ION IN TEE 
CRInI? St~-SIC~OR. TO SCPFC3T ?E} fROPOSIt ASSISTANct 
I~ CRIIIT (SPICIFICALLY THE Ki~ ~(~AI IEVELO}~I~T EAN~), 
IhArlorAiI C~IrIT SEOUli 31 ~EO~N A~ A rEI CONSTRAINT TO 
rCONO~ICALLY VIAELE PRorUCTIO~. ~E~ FRISENTATla~ S?OULf 
~AVI DIPCNSTRATED TEAr TERRE ARI INADEctA~E'ALTERN!TIVE 
.SCURCIS OF CRIII1 AND ~PAT FVNNILIING CRItIT THROUGH TEF 
EAh\ TO TEE ~ESUSCITATEr COOFIRATIVE3 TO VILLAGE 
SICTICKS ANI FINALLY TO INDIVITIUALS IS A WOF~A~LE, 
COST-EFFIC~IVE AFFROACE. 

--c. F~C~0SE~ BirOErs: TBE ~FESINTA~IONS SEcrLD EAVE 
CLEARlY St~MA;IZED THE REFo~rs W~ICH AIr ~OULD SEE~ AND 
FF!SIN~ED TFE ANALYSIS Fe? ~FrECT!ON OF TEE F.EFCF~S. 
Sll~I~G A POLICY OF SIT~I~~ A Mh?LI~ IN~lnISl RAT} FOR 
TEF hE~ EAN~ IS A~ ACCi?TA~l~ ?~OJICT RILA~ED POLICY 
F!FOR~ A~D ~EI PF COULt EAVI fXA~INrD \EET~E~ ~5E RATF 
CerlL PI 5F1 AT A 5UFFICIl~~LY iIGF L}VIL TO PRFVENT 
r!CA~I~AIIZA1ION cr T~? ~A~( ~~EN A 3~A~ONABLI ~rPAYM!N1 
EftTI IS ~SSDX}I. rO~}Vrp. 11 IS ~O~ A SCFFIClIhT POLICY 
CEA~~i 1l ~AFPA~1 A SEC!02 A??30~C~. 

--r. 7El PIr SF~ULr BAV] I1SCRIlir 1~1 ROLi O~ TEL ~FST 

AFfilr,~ ~aNITARY l~IO~ (WAft) A~: E0~ ~A~U RESTRICT!O~S 
O~ 7~I SPF~AI ~!T~IEN ~CEECkIhG ANI L!NIING ~ATEE WOOLt 
AFFEC! T~I EANK. IF Ah ISStE EXISTS, 1HZ PID SHOULD 
FAVE IrEN~JFIEn ~HiTTIZF IT CAN ~I A~LfIS5ID AT TEl 
~TII n Jl OR 'lAhUL 1V 1I • 

--F. rJCINTEALIZATI0N: TEl ~rFFLE~E~T IDENTIFIED O~L! 
O~I COhS~RAINT -(I.I., IMPROVl~i~' OF I~FRASTRVCTLR}, 
ISFECIALLY FOADS) TEAT I~EIEITS iNTREPRI~EURS FRO~ 
}XPA~lING TEAll ANt INfUSTRY IN Ot~LYING RIGIONS OF 

TJr~CLASS It TED STA'l'E 57885 

~l
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SE~lGAI. IT SEOUL~ HAVE CONSIDIRID WHllHER LOCAL 
CURRENCY RESOURCES SliQULD B1 USED SOLELY TO ADDRESS 
I~FRASTRUCTURI CONSTRAINTS OR WHITHER OiElR MARKETING 
A~D INTERPRISE CON~TRAINTY~~IGBT ALSO NEE! TO BE 
AIDRESSID. 181FE IS ALSO NO ~INTION OF ~BETHER REFORMS 
WIR! ~lClSSARY I~ THE TRANSPORTATIQ~ SUB-SECTOR. 

--F. NEI1BFF. A DESCRIFTIO~ OF TEl INTIRRILATIONSEIP OF 
1EE !OCAI-CURRlNCY SUFPORTED ACTIVITIES (I.E., ROADS, 
CCCfrFATIVfS, CREDIT) NCF TEE RATIONALE ro~ SELECTION OF 
TrIS GP.OUF OF ACTIVI1I1S ~AS PROVILIL. 

~. nE~PI1E BIEAFFFCVAI TO FEGCIEI ~IT~ PP.FPARATION or 
PF AS PRG?OSiI, ;UR1AU _15515 TO INCODRAGI MISSION TO 
FRCCEEL ~lTH IlV~LOPI~G ITS PROGRA~ APPRACE. ~tRrAU 

FIIIIV}S OFTIO~ 2 FROVI~lS TEl OPFORTUNITY TO MOVj-AEIAI 
SIO~IYJ AT TEl SA~E TI~E O?TAIN A ~ITT~H APFR~CIATION OF 
TEF AGtICULIU~i 5~CIOE, A~D ~OVE GLOSE~ ~O TEE MODr OF 
ASSISTAhC! I!~IRlr :'Y 1?J MISSIO~. 

4:. , GI VI. ti 'I H r I EAPF P. CVAL T0 FRO CEE D \Ii ITB TE E 
AGRICUL'IURAL D}CEN1RALIZA~IOh AND CREDI1 PROGRAM,AN 
CF~ICN OFEN ~c !EI MISSION IS TO FEOClEI IMrEDIATELY 
WI'IB tEl ~}Q(IRiI ANALYSIS OF 'IEI CRItIT SITUATIO~, 

I~CI~tI~3 TEE hilL FO~ A~ I~S1ITLTION, AND ~EEh 

FFFFIEFD, ~O [EVYLCP A ~~CJiCT PAFlE JUSTIFYING AID 

ASSISTA~C! (~F~ION 1). AIL/~ BELIEVES, BO~EVER, TEAT 
TEIS CCGESl 01 ACTION iIIl EI UNLIK!LY 'IO RIEUl'I IN A~ 
~UTF.O~lZ?~ION OF tF; SDF-F~htIt Pn~JLC'I IN FY lse3 
E!CAlS! CF TfE 5UESTA~TIAL sTtrlES ANf ANALYSIS 
RY~[lRFr. ~HI~ OF1IC~ OlilHlt ONLY II USAIDSTILI 
?~II~V!S AN I~~ErIATI CR~LI~ FROJECT IS TH? EIS~-AN~ 

OhIT ~C~HSJ OJ AC~IO~. 

~. C~'II0N 1: r~~i~ ~~IS OF'IIO~ ~ISSION WO~Lt: (AI 
FFCCIII ~IT? FRi?ARA7IO~ OF !EI }SJPA~I FOR-IMFO~TATIOh 
OF F~?~rlI3~~ ACCJ~rI~G TO T~E ~~IIANCI FROVILfI Ih TEE 
FAIF ~IFFCVAL C'~LI (STATE 4~2~~); A~t-(E) UNDE~~h~F 

riSI3~ OF A ~O)PE~ATI~E LIVILOP~EhT ANI C~I~IT PPOJFCT,
FI1. ~F.OJECT, CSING ~AND~OO~ ~ GCIDANCI.- THERE COULD BE 
SIVI~AI co~rO~I~T~,!fCi ~I~UIRI~G!NALYSIS OF fBI ~IFr5­

Ahr A IFSC~IPTIO~ OF HO~ TEi FUNIS WOULI BE USED. 

r~rI~ 1r.IS OP~lO~ A F~OJICT PAPIR COULI El PR}tARI~ 'ITE 
T~O cn~FATIELI ANI CO~PIL~IhTARY COMPONINTS I.I.-(l) 
CIlIhT LIVILOPMINT ANI TRAINI~G TEROUGE-COQFE3AtI7EEAND 
(~) ~EI PROVISION OF RESOURCES TO INCREASE THE, 
FFCDtCTIVITY OF PDF.AL FFODUCEFS. If TEIS-OFTION IS 
SIIICTID, IT ~ILL PI ~IC1SSAHY TO:(l) IlSCPIB} 'FJ 
tHH'D FOP. CRHIT; (2) 3:-iO~1' TE}.T lliUqUATE CP.ELIT-IS A 
FFOPI}M; (3) I}TIF~INJ TE} SCUFCES OF-CFlDIT (~.G., 
srFPIIER CRIIIT, VILLAGE fDNEt LENIIRS, TRArIRS, I~C.); 
(~) iFSGT-I~I AHRCFFU.'I:. 1'EH: 'OF. ':EI CP.I':IT; A;.'J:: (5), 
IJTJF~I~l II ANIT~ING CA~ Zl IONI TO I~C~I~I TEL SUPPLY 
OF CRIIIT rRO~ EXISTI~GuSOCRCIS. IF THESE ANALYSES SHo, 
1FAT ~ Nt~ SAVINGS ANC ChEDlT INS~ITUTION IS NEiDID, TEE 
FF ~BOVLD DIMONS~RA~l lrI I~S1ITU'IONAL ANrrINJ.NCIAL 
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VIABILITY OF THE FEOPCSED BAN! AND GIVE EVIDENCE TEAT 
lOCAL PRIVATI fINANCIAL INSTITUTIONS WILL INVEST IN IT. 
ASSISTANCE FBCK THE PBI BURIAU TO RiVIIW-TBE PROPOSED 
STRUCTURE ANI CAPITALIZATION Oi ~BI BANK AND SUGGEST 
ALTERNATIVES OR I~PROVE~ENTS UPON THE ctRRENTPROPOSAL 
IS nECC~rINrEt. THE S&T RURAL SAVINGS rOR-CAPITAL ­
~OPIIIZATION PROJECT (926-5~13) IS AN AItITION~L SOURcr 
CF TiCENICAL SUPFORT. IF TEE FROPOSED PURPOSE AND 
FINA~CIAL VIAEILITY CAN BJ IIrONSTRATIt, TEENIXT TAS~ 

IS TO IrENTIfY THE TYFES OF LENDIN~ ACTIVITIES, 
TECH~C[OGI1S AND CCPMCDITIES FOR ~HICP CREDITIS 
PROPOS}r. MJtIUM-T}R~ CRIDIT PORTJOLIOS SEOOLE BE 
IVAIUATEli EXA~PLES INCLUD1 ANIMAL TRACTION EQUIP~ENT, 
TOOLS AhE SPAfiI FARTS, RICI EOLLIRS OR OTHER FOOD ­
FROCf~SI~J E~UIP~ENT, TRANSFORT,-OR POSSIBLY VILlAGI 
5TCFAGE fACILITIES. THE ECONO~IC AND FI~ANCIAL-­
VIAfIII7Y OF TEISl IT1~S/INFO~S SEOULT xl EIMONS7RAT. 

TEE ~FiD FOF AtEOOATE SUFFRVISION FOR TEISE 
CRErI~-ElhANC!r INFUTS S~OUIE ALSO EE CONsItI?Er. 

SCrE OT~ER CONSltEEATIONS OF THIS OPTION AFE OFFEFED: 

'--IIE!:DRSH'INTS UNDER THIS nGEA~ISM ARE LIZELY TO BE 
SLCi , E:CA~5! AIr ~ILI PROVItI ASSISTANC! OiCI THE 
! NS'l' I'I'IJ'I IO~; . IS !OS T'!?L IS H}: u'A'NJ:- 'J.}-fS·i1URS·E·r- ENTS ARE T lED TO 
7FF ~rEr~ ~OC FAR1ICUL~R ~OCJS AND SERVICiS UNDER 
S(EICA~S ~ArI EY TE} CREIIT INSTITUTION; 

--THIS O~IIO~ ~OVIS SUESTAhTIAILY AWAY FROM THE MISSIOh 
F~OP0SAl TO FR0VIIE ~ORE OF ITS ASSISTA~CE IN TSF 
Nc~_rFCJiCT ~CrESi 

--~~ ?ELIIV[ 121 FOLICY RFFOR~S WEIC3 A~~ BEIN} SOUGST 
~ITE ~!SFECT ~O TE~ I~fTITL1IC~ ARE STILL AFFROF~IA?E 
A~ t .f.: "[I} VA I! I. i. 't3?C~-(;E ·-PJib-rfs1"·'·).$ 5' I 51ANC:i.· (1,.;;'. ! I, TEEES'! 
PA1I~, ES~A~LISlirE~! C1 NON-SEASC~AL L!NrING AcmI~ITIES 
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/".tF.·j'J2·i~, rIS'I:I=!;'"I~!. M;r. ['FEn,; r·nICES. Tf.ISI 
!If'I-;II~!.i tOl-Ie"j .;:':nr'~ c?! rrn;s S?HTFlC CU'I:t;~s 0: 
~FJ ~}C~J: AS~I~~A~Ci F~CG:A~ ~EICF CO~~~IPU1} TO 
~.~:'I~rI~~I,Trr Ot A LCH:G:.;' TEnr·- I.I7:::1(,.1-~·rN~ Ft:RPOSI:, ~.G.t 

HCF:P5I~;G AG:jCl~L'IUrLl ?rO!:~C'I1VIT1'. 

':?! G}' !YT 5 Si>J r; j i; i 011 ~h F ~ nHI': () C' ~ R -, ~ 

Gt'Ej'·Cl ??:G\'II.1L It. S'lJ..'l: ~'!;;c~ (I.L,J. HH IS 
F!.·~tiI:':ir nr: IT IS :;J'.-PF,OJiC'I ].11:). Tr:i FE!-:~IlIZEP. 
IHPORTS SHOULD BE JUSTIFIEr; BASED ON TECHNICAL ECONOMIC AND 
FINANCIAL ANALYSF:S. I.JE ARE ALSO REPEATING TO DAKAR COPIES OF CABLES 
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A~D KJNYA WITE RESPECT TO TB1IR DA-YUNtlD lIRTILIZER 
l~PORT PROGRAMS ARE BEING REPZATEt TO tA~AR. THESE 
sEcurD Br HELFfUL IN DETER~INING 1BE SCOPE OF SUCH 
HAL'YSIS. 

A~ TFIS PORTION IS TO BE FINANCED USING SAHEL 
E}VIIOFMINT JrNIS, TEl LONG-TERM IIVILOPMINT IMPACT OF 
1FI PROGRAM AND THE LIN~AGES TO ACEIEVE~ENT O~ TBE 
F.}FOF~S MCST xl IIHONSTRATII. TRIS GVlrANCI IS 
PARTICULARLY IMPORTANT IN VII, OF CON~~ISSIONAL CONCERNS 
I~ TEE 1Y E3 CONTINUINu RESOICTION REGARDING TEE iUSF-OF 
rIVEIOPMINT ASSISTA~Cl FeNtS FO~ OT~IR ~EAN PROJICT­
A~SI~TANCI. ~EUS, IT rUST EE SliOWN THAT LONG-TER~ 

IiVFIOP~}~T GOALS C}N ~l AChIIVIr 1atOUG3: (1) TEl USl 
c: TEI .OREIGN EXCP.AN~E FOR IIRTIIIZiR IMPORTSi (2) THE 
Felley PIFOn~S TO IE ACEIEVEui (3) TEf. ~ILLINGNFSS OF 
1E! GCS TO u~rlRTA~I riV}LOF~lNT !CTIVI~I}S OR OT~IR 
~IAS[RIS IN SliPPORT OF ~~E FROGHA~; A~D (4) TEE 
IIVIIOFMINTAL LSI OF TEl LOCAL CUEFINtl!S. TPIATING TEE 

n'F FROGRM', IN A SIMILAR rAIXf';IR IS AlSO DISIRABLE BUT 
/iC~ t'MiIP'IORY. 

FXA;FIES OF LOCAL CURFI~CY DSiS ~~ICESUPPOPT EEfORH~ IN 
FI PoT III ZIF ... r.... }. R!..1 TIt; G. r IS HI:: D'LlOl\._.A1iLJJil.r.ll:G-----UG BT_ 
HeHn: .~ CRHIT STlIY, COOPl:F,ftSlVE rEVELOP1",ENT
p'c'iIVI'II!S ANI r~CVING Tn: DI~Hli3UT~ON 01 FERTILlZEP. 
I~TO TFE ?BIVA7E SECTOR. LA/iD REGE~lRATIOACTIVITIES 
~IGE7 ALSO BE SHC~~ 'Ie FAVE A £}VILOPfENT I~?ACT EY 
~SSUEING 'IHI iUTUFi PROLCC~IVITY CF TE! LANt. IT MUST 
~E rF~ONSTP.ATII T3AT Til PRnpos~r ACTIVITIES CAN BE 
IXCltSIVJLT FINANCED WITb LeCAL CGR~INCY. FOR EXAMPLE, 
~EIRJ ARE ~UISTIO~S ~~IThEP 7EI ?OAD MAINTINANC} AND 
RIFAlf AC7IVI!Y CAN ~! SFO~/i TO BE A TOTALLY LOCAL 
rt'FR} ~ Cy cn 51. 'i ~! P. C1 I \'li-n ~r:_!11:--r~O'I·.. -·Rt-J)tSCP.1_tt1i-I~ 

f!'IAJI i ~O~}ViR,~~E ~IGEA~IS~ FOR THE REVIEW OF SFECIFIC 
FFCFC~AL~, ~F.I FSTA~LISf~EN7 OF A S!GRIGA'IEB ACCOUNT, 
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J.Nt ~EI SUBSIQUENT RELEASE or rUNDS SEOrtn BE FULLY 
rrSCRIEED AND THE AGREED C~ITERIA FOR SILECTION OF 
ACTIVITIIS PRESEN~ED. SUCH CRITEF.IA COULD BE BASID ON 
S}CTIO~ Ell(A) OF Tsr FAA, IISCAL RISPONSIIKLITY, AND 
i~VI~ON~ENTAL STANDARDS REQUIRID IN All-FINANCED 
F~OJIC~S. WBILl ~l ARE LEGALLY BCUND TO TEACl ONLY THE 
rs! OF TEE F02EIGN EXCHANGE, AG~~CY POLICY IS TO ­
I~CO(:RAGE FINANCIAL RESPONSIBILITY AND TEI PRoprR USE OF 
TFI lOCAL CURBINCI. 

I 

11 IS FOSSIELI THA~ TEE NEED FCE CREDIT CAN Br 
r}~O~S~RATlr FOR TEl FIR1ILIZfR PROGRAM. BO~lVIR, IF 
LCCAL CUFF!NC! GE~~RATIO~S ARE TO FINANCE ANY CREEIT 
AC~IVI~IIS ~lYO~I S!UIIIS TO fITIFMINI CRFrIT D~PAND ANI 
CCt·S'iR.~II\TS, A CO~PR:;;Ei:;SIV:E A:-J1.L1SIS SEOlll,I; EF.-
CC~FII'ED AND sr3PT'TED TO AID/~ IOE PEVII~ PEIOF TO 
RIIJAS} ~F AI\Y 10C:L C~~RFNCIFS FOF CRlrIT. THI~ 
~FF?CACE WILL ENA~LE ~ISSIO~ TO iGRTEER.INVESTI3ATE TEE 
CUF~TICN~ ~ArS[D kI~E RESPECT TO CRILIT, CONTINUE 
rlAlO}lE ,ITB TnE 30S :'EGARLIhG TEE FROFOSIL 
IKSTI1l'ION, AND ALLO~ AID/~ CONCERNS RiGARDING TEE 
SF}CIYICS 0: A CRlfIT PROGRAM TO ]1 MIT. 

SC~E C! TFI lCCAL CVRnE~CIrs GINEEATID MIGHT BE USED TO 
IUD TEl A/1HYTlCAL liCP.o.: NIHIl.EOlLIJiI.JJtiU.C.I1l.T.OP.J 
~~CTOR ~SSISS~INT. A lI~ITED PORTION OF THE FOREIGN 
IXCHANGE FUNDS ~IGET ALSO BE RISIRVED FOR THIS PURPOSE. 
TF IS \'Ion I LAY 'TEE ANALYTICAL FOUKIJATION fOR AI, 
AGFIC~lTLFE SECT0f. ASSI:'TAhCI FPOGRA~. 

FAAI ~UST I\CIULL F~VIRONMENTAL BrVIE,. THOUG3 A 
CATIGCEICAL EXCLUSION ~AY BE AFFROPRITE JOR TilE FOREIGN 
IXCFA~GI COMPONIKT, TEl CRITEFIA FOR LOCAL CURRE~CY 

ACTIVITI1S S30VLL I~CLU~F A rESCFIPTION OF PROCEDUR~S 
:reR RI'iI:\'; OF I~;VIR2N;Jr;n:l-CGNCFP.NS~· 

7. TfF ?tRFAf, nELIIVIS OP~ION 2 IS PREFERAELF. TO OPTION 
1. ~lVFF'EllISS, TEL MISSION MAY SlLICT-ITS-FRlfFRRIr 
CF7JCN. ~OTE, IF OPTIO~ 2 IS S~LECTEDr TEE ~ISSION 

SECUID (A) SIrULTA~}OUSIY TJ~I STIrS-TO FULLY 
I~VESTIGA~r THE VIABILITY OF ASSISTANCE ~O -THE 
AGFICUITUFI CRIDIT SUESlCTOE IN SENEJAL BY UTILIZING 
ASSISTANCF FRCM PPF bURiAl. ANf (x) EEGI~ N AGRICULTURE 
SiCTOR ANALYSIS If IT ~ISBES TO EVENTUALLY PROCEED-IN 
'IEI }GRICl"LTUP.l SIC~OF FPOGFH ASSISTANcr MCD~. 

e. IF MISSION FINDS ~ITFER OPTIO~ ACCEPTABLE, AIJ/~
 
WIll AFPROVI MISSIO~ PRIPA~}JION Ol PROJIC~-PAPrR AND
 
FAAD TO BE SUE~ITTE1 FOR AII/~ C0~SIrERATION U~DER
 

CFTICN 1 OE THE PFEPA~ATION OF T~C PAADS UNDEP CF1ION
 
2. FIIAS! AlVISI MISSla~ PIAhS ANI ?IQrIRJI-r15IG~
 

ASSISTANCE. IF ~UREAU ASSI~TA"C! OR FUPTHER GUIL~NCE
 
PI~l1PH,PIH.SI HVISL DA~.
 
E'I'
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