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FOREWORD
 

This evaluation of the Agricultural Development
 

Assistance/Sahel Development Fund Program (685-0249) 
- more 

commonly referred to as the fertilizer import programVwas funded 

under AID Contract No. PDC- 1096-1-02-4162-00. Work began on 

June 14, 1985 and terminated on July 19, 1985. 

The author would especially like to thank Norman Rifkin and
 

Jean Francois Damon of USAID/Senegal who offered valuable insights
 

into the fertilizer import program, and Vince Brown and Colleen
 

Stapleton of DEVRES who were of considerable assistance in
 

providing initial orientation and administrative backstopping.
 

Last but not 
least, thanks goes to Mme. Julienne Nunez whose
 

considerable skills were instrumental in transforming truly
 

abysmal notes into a legible report.
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LIII-QE OppgyjIlgIOUR ANgARONYMS
 

ADA Agricultural Development Assistance
 

AID 
 Agency for International 
Development
 

BAME 
 Bureau d'Analyses Macro-Economiques (Macro-Economic
 
Analysis Unit of 
ISRA)
 

BOP Balance of Payments
 

CCCE 
 Caisse Centrale de Cooperation Economique

(Central Fund for Economic Cooperation - France)
 

CDSS Country Development Strategy Statement
 

CFA 
 Monetary unit of 
Senegal
 

CIF 
 Cost, Insurance, and Freight
 

CIP Commodity Import Program
 

CNCAS 
 Caisse Nationale de Credit Agricole du Senegal
 
(National Agriculture Credit Fund of Senegal)


CPSP 
 Caisse de Perequation et de Stabilisation des Prix
 
(Price Equalization and Stabilization Fund)
 

DAP Diammonium Phosphate
 

EMC 
 Entreprises Miniere et Chimique (Mining and Chemical
 
Corporation 
- France)
 

ENEA 
 Ecole Nationale d'Economie Appliquee

(National School for Applied Economics)
 

ESF Economic Support Fund
 

GDP 
 Gross Domestic Product
 

GOS Government of Senegal
 

ICEC 
 International Commodities Export Corporation
 

ICS 
 Industries Chimiques du Senegal

(Senegal Chemicals Corporation)
 

IFDC 
 International Fertilizer Development Center
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IMF 

ISRA 

KCL 

International Monetary Fund 

Institut Senegalais de Recherches Agricoles 
(Senegalese Institute for Agriculture Research) 

Potassium Chloride 

MOF Ministry of Finance and Economic Affairs 

MPC Ministry of Plann.ng and Cooperation 

MRD Ministry of Rural Development 

MT Metric Ton 

NPK 

ODA 

Nitrogen-Phosphorus-Potassium (Compound Fertilizer) 

Official Development Assistance 

ONCAD Office National De Cooperation et d'Assistance au 
Developpement
(National Office for Cooperation and Development
Assistance) 

PAAD 

PIDAC 

Program Assistance Approval Document 

Projet Integre pour le Developpement Agricole de la 
Casamance 
(Lower Casamance Integrated Agricultural Development
Agency) 

RDA 

SAED 

SDF 

Regional Development Agencies 

Societe d'Amenagement et d'Exploitation des Terres 
du Delta du Fleuve Senegal
(Agency for the Improvement and Development of theDelta Lands of the Senegal River) 

Sahel Development Fund 

SIES 

SODEFITEX 

SODEVA 

SOGEC 

Societe Industrielle des Engrais du Senegal
(Industrial Fertilizer Company of Senegal) 

Societe de Developpement des Fibres Textiles 
(Textile Fiber Development Agency) 

Societe de Developpement et de Vulgarisation 
Agricole
(Agriculture Extension and Development Agency) 

Societe Generale pour le Commerce 
(General Commerce Corporatiorn) 
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SOMIVAC 
 Societe pour la Mise en Valeur de la Casamance
 
(Casamance Development Agency)
 

SONAR 
 Societe Nationale d'Approvisionnement du Monde Rural
 
(National Agency for Supplying Rural Areas)
 

SSEPC 	 Societe Senegalaise des Engrais et Produits
 
Chimique

(Fertilizer and Chemical Products Corporation

of Senegal)
 

STN Societe des Terres Neuves
 

(New Lands Agency)
 

TSP Triple Super Phosphate
 

USG 
 United States Government
 

WARDA 
 West African 	Rice Development Association
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EXECUTIVE SUMMARY
 

1. 	 Prgj2ct Title and Number: 
 Agricultural Development Assistance
 
(685-0249)
 

2. 	 EPgiect Description and Develo2ment Problem:
 

This commodity import program was a $5 million ODA-funded
 
program grant financing procurement of 12,200 MT of ur~ea and 4,000 MT
of sulphur, valued at $2.86 million, plus $1.37 million to cover the
US bottoms freight differential 
at $85/MT, and $750,000 for technical

assistance studies related to the agricultural sector. Local
 
currency proceeds from the sale of fertilizer were used for literacy

training programs to strengthen village level cooperatives and

producer groups ($1.05 million) and several other activities.
 

Numerous factors such as weak rural 
cooperative and credit
 
systems and ineffective parastatal institutions had contributed to a
drastic decline in Senegalese fertilizer consumption at the time of
cesign of this program. 
 The purpose of this program was to encourage
the Government of Senegal 
to adopt policy reform and undertake rural

development activities which would result in 
more widespread and

efficient fertilizer use and increased agricultural production.
 

3. 	 Purpose of the Evaluation
 

The purpose of this evaluation is to assess the impact and
effectiveness of the Agricultural Development Assistance program with

special regard to: privat'zation of fertilizer sales and

distribution in Senegal in 1984; constraints encountered by program

participants; and GOS performance with regard to agreed upon policy

changLs.
 

The USAID mission classified this report as a lessons learned

evaluation. 
The scope of work can be found in Annex A.
 

4. 	 Evaluation Methodology
 

This 	evaluation was carried out by a rural 
cevelopment

specialist who had previous experience with commodity import program

implementation in Senegal. 
 Documents were reviewed and GOS

officials, private importers, ISRA researchers, auditors, and USAID
staff were interviewed. The evaluation began on June 14, 
1985 	and
 
terminated c., 
July 	19, 1985.
 

5. 	 Findings
 

a. Although igafncant constraints arose to smo9kb 2EggEam
 

~imen~0tgt bon, grivate imaortgrs wgEr 
 able 	to Vjgff eive
import and distribute urea and sulfur 
 O2roLred through ths
 
Qggram
 

Constraints faced by importers related to: 
 US sulfur prices
were 	higher than world sulfur prices at 
the time of procurement; the
GOS had difficulty in calculating urea allotments for its parastatals

and this resulted in considerable delays in program implementation;

parastatals had problems paying for fertilizer due to 
an inability to
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obtain irrevocable letters of credit from Senegalese banks.
Nevertheless, the importers managed to sell 
their stock within a
reasonable period of time and the types of 
financial damage which had
occurred in the past (considerable GOS arrears in payments to private
distributors and banks) were successfully avoided.
 

b. Conditions precedent 
and special 
covenants identified in
the grant agreement were 
for the most 2art satisfied by the
 
GOS.----


Agreed upon policy changes were in the areas ofliberalization of 
fertilizer marketing and pricing, agricultural
credit, reduction of government debt to thL, banking sector and
reduction of 
the deficit of 
the Price Equalization and Stabilization
 
Fund (CPSP).
 

c. 
 This poggrm directly contributed to great er USA ID ex2ertise 
and influence in 
the fertilizer sub-sector.-


It is fair 
to say that USAID is now the lead donor in
advocating and tracking policy change in the area of 
fertilizer
distribution and this is 
a direct result of the fertilizer import
program. 
 Two iactors are responsible for this: 
 implementation of
the program obliged USAID personnel 
to enter into contact with GOS
officials and private fertilizer distributors and this increased
USAID's influence and knowledge of 
the sub-sector; and the
collaborative effort between ISRA and USAID 
on the local currencyfunded fertilizer marketing studies increased USAID's expertise (and
ISRA's) 
in this complex area. Without 
the fertilizer 
import program,

none of 
this would have occurred.
 

d. 1964 Senegalese fertilizer 
consum2 tion at 
least held steady
with 1903 levels (and probablv increased somewhat) while the
to a amgUnt o subsidies was cut 
by more than two thirds.
 

While statistical data is not 
very reliable, 1983/04
fertilizer consumption was on 
the order of 21,000 MT and rose to
somewhere betwee. 2 5-30,000 MT. At the sam time, total 
subsidy
payments were cut from 1.78 billion CFA to 493.9 million CFA.
Greater availability of 
fertilizer 
as a result of 
the AID import
program was probably a major factor 
in at least maintaining, and
perhaps increasing, consumption levels during a 
period of significant
 
consumer price hike. 

6. lsson Lei&rnred 

a. Privatizaticon and thv lifting of SLubsiJdip irl b-rit
impKm.ntrd ne¢drgqa3duay and gin~aniedtn bOg b:
 
dialoWue nd rear~Chb. 

GOS decision malors and donor agencies still 1.c[consid.rable k.nowledl a., to thv vffvcts of policy docisi ontu in thefert i I i zrr sub-SPc tor. Futuro f vr t I i - Pr Import pr'riraen-. t:iroul dsupport rvs(?rch on f ,.rti i 1: or mArli,?tinq pol Icy and it Jtidic:iousapplication of pi-lc, , upport, . may conti nue to boe noecuuitiry over the 
re;:t several yvaru. 



b. 
 Where a climate of mistrust exists, donors must be willing
 
t2 lay a lead role." 

GOS officials and private importers remain wary of each
other and future USAID import program managers may continue to be
 
called upon to mediate at key junctures.
 

c. The effectiveness of 
a CIP is closely linked to the
 
commodities chosen for 
im2ortation.
 

The choice of a commodity closely linked to 
the sub-sector
for which policy change is targeted greatly enhances th _ probability
 
of program success.
 

d. Local 
currency and technical assistance activities which

relate closely to the relevant sub-sector are generally the
 
most effective activities.
 

Prudent selection of local 
currency and technical assistance
 
activities can have significant impact 
on the ability of local
 
governments and citizens to carry out agreed upon policy change.
Activities which key on constraints in the sub-sector where policy

change is 
to occur and imported commodities are to he sent are
 
preferable to 
an unfocused package of activities.
 

e. USG-sponsored CIPs. 
as 2resently constitutedL are
 
inefficient ways of transferring balance of payments
 
_yort.
 

The requirement that US bottoms be used for shipping of ODAfunded commodities not 
only greatly diminishes the positive balance

of payments effects of 
CIPs but is in contradiction to the freemarket policies that AID wishes recipient governments to implement.
A rethinking of this provision in 
the Foreign Assistence Act is in
 
order.
 

f. USAID has little formal lev rage t2 directly force pjivate
 

im22rters to make deposits to the local currency accountaccording to deosit schedules stiul ated in the grantagreement. _ 

USAID'5 only legal 
leverage is with the recipient government
with whom it enters into a 
grant agreement. The recipient government
may ei tner prssurv the importer to mal e the necessary deposits 
ormeet the depotut requirements from its own fundn. 

7. Rnomsn i~~rnnh~ ~~f2 oLY 2~Y2rigf~ 

i !ogv' 1i tbhe rti stbfeO2! ler guborgh t£Pa.ma.ttiLga 

Uri4(L 

Thin protr1ram %l1uI]d bP of A mul tl'yrAr 


V in ths, ftityrP_. 
durtion In order to


ddrons tho e conrtroInfu to privatI izatron 
 of irpit dintribution 
only longer term progri,,% cnw dvAl with. 

that 



---

b. 	 It 
is recommended that accompanying dollar and local
currency-funded activities be closely linked to 2roblems
 
related to agricultural irgts.
 

Priority activities should be in the areas of: 
agroeconomic
research on appropriate fertilizer applications in various regions of
Senegal (in collaboration with extension agencies); 
 continued
research on 
alternative scenarios of organization of input
distribution in rural 
areas; judicious application of'price supports
in areas where fertilizer use 
is deemed beneficial and potential
exists to stimulate demand through sligh ly lowering prices;
development of 
improved agricultural 	
ard
 

statistics gathering capability.
Grant agreement language relating to local 
currency activities should
be more specific than it was for 
this program.
 

c. 	 It s recommended that USAID and other donors continue to
 encourage congetition in fertilizer imortation and
 
di stri buti on.---


Donors should discourage the GOS from taking protectionist
measures in 
favor of ICS. In addition, USAID should explore the idea
of a consortium of fertilizer importers in 
a future urea program.
 

d. 	 It is recommended that 
independent inventories and financial
 
its g± im tes eincorporated into future fertilizer


import programs as a local currencY activi -.
 

Third party audits have the advantages of being quick,
relatively inpxpensive, and independent. 
As such they can be
effective tools for monitoring importer performance. Results should
be quickly reviewed by the Local Currency Management Committee and
importers, and remedial actions should be taken if deemed necessary.
 

e. 	 It is recommended that future rCogram designers investigate 
products other than sulfur.-

Continued CIP sulfur importation is riot feasible as ICS has
made all 
its orders for the next several years. Incorporation of
ammonia 
or potash into a future program ma/ 'e feasible.
 

f. 	 >< Tt is recommended that future urea impoters be reguired 
t e1ither impqrt ULrei baggEd in the United States or useAutcmtic bagging f,cilitier at the port of Daikar. 

LOsses due to theft and spoilage during bagging at
Dakar port were too groat for bulk 	
the 

delivery to again be attempted.Automatic bagging s;hould 
lad to more accurate weighing, lower costs,

and loss loss.
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1. 
OVERVIEW OF ORIGINAL PROGRAM OBJECTIVES
 

The overall objective of the Agriculture Development Assistance

Program (685-0249) was to "encourage the Government of Senegal 
to
undertake reforms and activities in the fertilizer and rooperative

sub-sectors aimed at increasing agricultural production" (1). This
 
was to occur with the support of local 
currency proceeds generated

from in-country sales of imported sulfur 
(used in the production of

NPK fertilize-) and urea which would be used to: 
 fund projects to

aid village-level producer groups in becoming more seif-reliant;

lend financial 
support to the new Natiunal Agricultural Credit Bank;

and implement a fertilizer marketing study.
 

Dollar 
funds were to be used for stateside purchase and shipment

of approximately 12,00) metric tons of urea and 5000 tons of sulfur(valued at $3.05 million), $1.2 million to cover 
the differential for
using a US flag vessel, and $750,000 for two technical assistance
studies- an agricultural sector assessment and a rural credit and
 
savings study.
 

USAID intervention in the fertilizer sub-sector was justified on

several grounds. Analysis by the International Fertilizer
 
Development Center (IFDC) in the late 
1970s concluded that use of
fertilizer was economically and financially feasible in 
large parts
of Senegal and could have a favorable balance of payments impact (dueto greater agricultural production resulting in increased government

revenues from cash crop exports and reduced foreign exchange

expenditures for food imports). Moreover there was an 
awareness on
the part of the GOS and donors that the fertilizer marketing system
was badly in need of 
reform due to a number of reasons: the GOS
 
could no 
longer afford to heavily subsidize fertilizer sales to
farmers (2); 
 government fertilizer distribution had been plagued by

mismanagement under ONCAD and later SONAR, and transition to 
a

private system of distribution was foreseen; credit for

agricultural inputs had not been available in much of 
the country for
several years due to the dissolution of ONCAD in 1980 and this, in

combination with rising fertilizer prices to 
farmers (due to lifting

of subsidies), had contributed to greatly reduced fertilizer
 
consumption.
 

A number of policy reforms were incorporated into the programgrant agreement as conditions precedenit 
and special covenants. This
 
conditionality related to 
liberalization of 
fertilizer (narlketing and

pricirg,glr ciCUltUral credit, redduction of government debt to the
banking sector. and reduction ()f th, CFS' deficit (a detailed
discussion of these policy reforin- and GOS succ ;s in implf.-tienting

them may be foLnd in S3cIt on II.
 

(1) USAID/Senegil, " Program Aisistanc? Approval DOcument,
Agricultural Development Ais: tance, Sahel Development Fund" 6OV
0249 (AuIgu'It 1903), P.9. 

(2) Roto.oenr 1975 uld 1903 -verthe.o subs di mm ,j,'d "3.1 bil 1ion
CFA annual I y. In 1903, forrtilizor suWtaie( wri.r' gner.illIy tIion 
order nf 60 X. 



It 
was foreseen that a number of benefits to Sen,?gal 
and to
USAID would result from implementation of the fertilizer import
program. 
Gradual adoption of 
more rational institutional and
economic policies in the cooperative and fertilizer sub-sectors would
eventually result in greater agricultural productivity, fertilizer
imports would directly contribute to increased food production, local
currency would be used to strengthen rural institutions (cooperatives
and credit), technical assistance studies would provide valuable
information for GOS policy-makers and USAID personnel, 
and
significant foreign exchange savings would result from fertilizer
imports made available on 
a grant basis.
 

USAID would gain policy leverage at the fertilizer sub-sector
level 
as a result of the commodity import program, and would gain
additional agricultural sector influence because local currency would
be used to support cooperatives and credit. 
 In addition, dollarfunded and CFA funded studies would be carried out which would
contribute to the on-going agricultural policy dialogue. 
Finally,
balance of payments support (from this and other program assistance
activities  the Economic Support Fund and PL-480 Title III
programs) 
would enhance USAID's position at the macroeconomic policy

level.
 

The grant agreement was signed in August 1983 and arrangements
For determining Senegal's fertilizer requirements, choosing importers
(the Fertilizer and Chemical Products Company of Senegal) 
- SSEPC,
and the Senegal Chemicals Company -
 ICS) and preparing invitations
For bids for US exporters took place during the latter half of 
1983.
[n early January 1984, the export contract i.as awarded to the
[nteiaaoational 
Commodities E:port Corporation (ICEC). 
 In March,
2,200 MT of 
urea and 4000 MT of 
sulfur arrived at the port of 
Dakar.
"he SSEPC sold urea for the upcoming 1984/85 season and the ICS
irocessed the sulfur into 16,000-20,000 MT of compound fertilizer.
'he grant agreement stipulated that the importers were to deposit 
an
dvance (25% of 
the value of the fertilizer imported, minus the US
ottoms shipping differential) 
into a local currency account upon
warding of contracts in the United States, and the remaining 75% six
onths after receipt of the shipping documents in Senegal. 
 This
ocal currency was to be used for the activities mentioned above.
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II. GOS PROGRESS ON POLICY REFORM
 

A. Overview
 

The fertilizer import program grant agreement stipulated a
 
number of policy reforms to be carried out as conditions precedent

and special covenants to that agreement. These reforms were in the
 
areas of agricultural credit, liberalization of fertilizer marketing

and pricing, reduction of government debt to the banking sector and
 
reduction of the CPSP deficit. 
 In addition, it was stipulated that
 
periodic consultations would occur between USAID and the 6OS to
 
discuss implementation of these policy reforms, the general status of
 
the Senegalese economy, and the relationship of the AID program to
 
these matters. 
For the most part, these reforms have been achieved
 
(conditions precedent and special covenant language from the grant

agreement is excerpted below) (3). A discussion of each of these
 
policies and progress in their implementation follows.
 

B. SUE2ific Policy Reforms and Discussion
 

1. 
 Conditions Precedent to First Disbursement
 

Prior to the first disbursement under the Grant, or to the
 
issuance of AID documentation pursuant to which disbursement
 
will be made, the Grantee will, except as the Parties may

otherwise agree in writing, furnish to AID, in form and
 
substance satisfactory to AID a written statement that the
 
Grantee has sent a formal letter to the International Monetary

Fund (IMF) setting forth its proposals for an IMF Standby Agree
ment for Senegal's fiscal 
year 1983/84, and written confirmation
 
that this proposal is acceptable to the IMF. (4)
 

Discussion: On August 11, 1983, the Senegalese Ministry of Finance
 
sent a formal letter to the IMF which detailed its proposals for a
 
1983/84 Standby Agreement. This proposal was subsequently approved
 
by the IMF.
 

Major elements of the reform package included: reductions in the
 
CPSP deficit through consumer price increases for rice, sugar, and
 
edible oils; the establishment of ceilings on government investment,

nominal 
import growth, civil service growth, and subsidies to rural
 
development agencies; reorganization of agricultural marketing and
 
financing of inputs; and implementation of studies of parastatal

reorganization and a comprehensive review of agricultural policies in
 
collaboration with donor agencies. It was estimated that this reform 
package would result in an overall reduction of the government budget

deficit by 35 billion CFA for the 1983/84 fiscal year (or roughly 4%
 
of GDP).
 

(3) USAID/Senegal, "Grant Agreement between the Government oi 
the Republic of Senegal and the United States of America for the 
Agricultural Development Assistance Commodity Import Project",
August 1983, excerpts from Articles 3, 7 and 6. 

(4) The Senegalese fiscal year runs from July I to June 30 of 
the following year.
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2. GEn jijgn EE2ok tkQ isbuCraMRnt 2f WEAL GurEngy
ER~mL!k3. .. . . ... 
 .
 

a. 
 No funds will be released from the Special Local

Currency Account to be established in the Central Bank until the
Government certifies that village level 
cooperatives and
producer groups are authorized to have direct access to credit
 
sources.
 

Discussion: 
 On May 4, 1984, the Senegalese National Assembly adopted

a bill to this effect and on May 11, 
 1984 the President signed it
 
into law.
 

b. Disbursement of local currency funds from the Special

Local Currency Account for the National Agriculture Bank (CNCAS)

shall 	be contingent on a positive finding by the Rural Credit

and Savings Study team being financed from dollar technical
 
assistance funds.
 

Discussion: 
 In early 1984, USAID and the GOS decided not to use
local currency generated from fertilizer sales for financing of
agricultural credit. 
 USAID also chose not to implement the dollar

funded Rural Credit and Savings study. As a result, USAID sent a
project implementation letter to 
the GOS waiving the above condition
 
precedent.
 

3. Special Covenants Concerning M!lementation of the
 

Fertilizer Commodity 
 MorgEt PrggEa.
 

a. Fertilizer Subsidies:
 

(i) 	 Grantee covenants that the average subsidy for
 
fertilizer will not increase above its current 60%
 
level 	through January 1984.
 

(ii) 
 Grantee covenants that the reduction of the
 
fertilizer subsidy will 
drop from 60% to 40% by
 
January 1985.
 

(Iii) Grantee covenants that within 12 months of
 
obligation of 
funds, it will present a plan to the
 
USAID for the reduction of the fertilizer subsidy

from the current 60% level 
to 25% by January 1987.
 

RPlagUlio: The 1983/84 
IMF Standby Agreement stipulated that the
GOS would not use any of its own 
fundo 	for fertilizer subsidies. As
 a result, 
the special covenants concerning subsidies were satisfied
 
in a de facto manner.
 

It should however be mentioned that 
local 	currency proceeds of
fertilizer sales were used 
to finance a 20 CFA/kg price support for
all fertilizer distribution (with the e:cceptlon of 
KCL) during the
1984 agricultural season. 
 This subsidy totalled 493 million CF and
averaged less than 20% of 
the price paid by fertilizer consumorw.
 

For 1985/86, USAID has proposed that 250 million CFA in 
local
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currency proceeds be used to continue the 20 CFA/kg. price support
 
for fertilizer sales to regional development agencies and a 40
 
CFA/kg. price support for direct cash sales to producers. The goal

of the 40 CFA/kg price support is to encourage private sales (as

opposed to parastatal distribution) and to gain information on
 
effective demand for fertilizer at reasonable prices.
 

An eventual phasing out of fertilizer subsidies in combination
 
with a simultaneous gradual increasing in producer prices is
 
foreseen.
 

The average price for fertilizer to consumers remained at 50
 
CFA/kg through January 1984. For the 1984 agricultural season, the
 
average price of fertilizer rose to 80 CFA/kg as a result of the
 
subsidy reduction.
 

Thus although no written plan has been formulated for subsidy

reduction, 
it is fair to say that the GOS and donors have taken
 
significant steps towards making market prices more in 
line with
 
actual costs of producing and distributing fertilizer.
 

b. Fertilizer Marketina:
 

(i) Grantee covenants that it will permit the
 
private sector to import urea under this project
 
directly from the U.S. without the Government of
 
Senegal serving as an intermediary. Moreover, the
 
Grantee agrees to reimburse the private sector the
 
amount of the subsidy in a timely manner.
 

Discussion As indicated in Section III of this evaluation report,

the SSEPC and ICS contracted directly with the US exporter (ICEC) for
 
urea and sulfur delivery. Moreover, prompt reimbursement of the
 
subsidy from tte local 
currency account established at Citibank
 
occurred.
 

(ii) 	 Within 12 months of project obligation, the
 
Grantee covenants that it will present a plan for
 
reorganizing the fertilizer marketing system
 
including a study of the respective roles of the
 
private and public sectors. This plan will
 
recommend methods of reorganization for maximizing
 
efficiency, minimizing custs and responding to
 
local farmer needs.
 

_Dijyus11 To date, no single plan for reorganization of the 
fertilizer sector has been enunciated. However it can be stated that 
the cumulative effect of a number of GOS actions has for the most
 
part 	produced the intended result (althouIgh strictly speaking, not 
itl! of 
these actions occurred within one year of project obligation).

Most significantly, SONAR was disbanded in 
late 1984, abolition of 
the withholding system (beginning wiih the 1985/86 agricultural
sr-non) was announced in April 1905, and the Now Agricultural Policy
of April 1904 ondur-ind ca1td %.ilus to producers by the private sector 
as a utrAtogy for fin.inciilg the supplying of fortlli-'vr. 

It would howeovor be vrronvous to claim thaL evary clumant of 4n 
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effective distribution and financing network is now in place.
Important questions regarding the rolft of the new agricultural credit
institution 
(the CNCAS) and the specific form of private sector
organization in rural 
areas still need to be addressed.
 

c. Ferti lizgr U~
 

Grantee covenants to continue its efforts to bring about
closer cooperation between the agriculture research stations
and the extension services so that results of applied

research in the most efficient kind and method of

application of fertilizers to specific crops can be made

available to the farmer and those responsible for supplying

fertilizer to the farmer.
 

Discussion: 
 The Senegalese Agriculture Research Institute (ISRA) is
currently engaged in collaborative research efforts with SOMIVAC in
the Casan.ance, SODEVA in the Groundnut Basin, SAED in the Senegal
River Basin 
(Fleuve Region) and SODEFITEX in Eastern Senegal.
Liaison units ("cellules de liaison") and formal research protocols
have been formed between ISRA and these rural development agencies.
Major research efforts include: 
farming systems research in the Lower
Casamance, Sine Saloum, and Fleuve regions; 
fertilizer trials using
natural phosphates from Matam; research on rice varieties and
fertilizer applications with the West Africa Rice Development

Association 
(WARDA); and on-farm fertilizer trials.
 

While increased collaboration has occurred, much remains to be
done. ISRA's e:perience in the Casamance is a good example.
ISRA/SOMIVAC cooperation began in 1992. 
 Since then, PIDAC (the Lower
Casamance RDA and theoretically supervised by SOMIVAC) has adopted a
number of research recommendations in the areas of crop rotation and
accepting ISRA's division of the Lower Casamance into five research
domains. However, PIDAC has not yet adopted ISRA's most recent
recommendations for fertilizer dosages. 
While ISRA has developed

recommendations emanating from on-farm research trials which
incorporate the changing economics of fertilizer use 
(lower rainfall
with resulting higher risk, higher fertilizer prices due to lifting
of subsidies), 
PIDAC continues to advocate dosages developed in the
 
mid-1970s.
 

d. Priodic Consultation:
 

Grantee and AID agree to meet periodically, but no less

than annually, to discuss the progress of implQmentation of
thp aforementioned covenants, to discuss the status of the
 economy, associated economic issues and the relationship of
 
the AID program to those matters.
 

RLaUign: Since signing of the prograno grant agreement in August
1983, USAID personnal 
have met regularly with officials of various
GOS ministries. 
 In particular, the Agricultural Development Officer,
(ADO), the Awsistant Agricultural Development Officer for Non-Project
Assistanc, 
(A/ADO/LC), the USAID Agricultural Economist, and the
Embassy's Economic and Commercial 
Unit Chief Economist have been in
contact with officlals from the ministries of Economic and FinancialAffairs (MOF), Rural Development 
(MRD), and Planning and Cooperation
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(MPC).
 

In addition, USAID has participated in the 6OS/donor meetings of
November 1983 and December 1984, and USAID sponsored a fertilizer
conference in May 1985 which grouped together 6OS officials, donor
representatives, and members of the private sector with an interest
 
in agricultural input marketing.
 

4. 
 S2cia-l Covenants Concerning General Imp!c t of the
 
agricultural Economic Situation.
 

a. 
 Grantee covenants the reduction of outstanding

seasonal agricultural credits through a reimbursement of
billion CFA by December 1984 and according to the priority

order and schedule agreed upon by the 6OS and IMF.
 

Discussion: 
 During the 1983/84 Senegalese fiscal 
year 20.6 billion
CFA was reimbursed by the GOS to the banking sector.
 

b. Grantee covenants the reduction of 
the deficit of the
Price Stabilization Board 
(CPSP) by 10% by December 1984.
 

Discussion: 
 At the end of the 1982/83 fiscal 
year the CPSP deficit
stood at 8.7 billion CFA. 
One year later the deficit had been
reduced to 3.5 billion CFA or 
by roughly 60%. 
 This was accomplished
by raising the retail prices for rice by 24% sugar by 50 CFA per
kilo, imported edible oils by 22%, and domestically produced

groundnut oil by 18% in August 1983. 

C. Conclusiong 

These conditions precedent (not including standard ones) and nine
specialX covenants were stipulated in the grant agreement. 
 Of the
three conditions precedent, two were satisfied and one was satisfied
in 
a de facto manner by the decision not to use this program's local
 currency for rural 
credit. Of 
the sine special covenants, eight were
either satisfied or surpassed, and one 
(closer ISRA/RDA collaboration

fertilizer research and extension) was only partially met.
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II. IMPLEMENTATION OF THE FERTILIZER IMPORT PROGRAM
 

A. ntC2gVQion
 

The original project design envisaged that Senegalese fertilizer
 
requirements would be deternined and the Senegalese importers

identifed by September 1983, US procurement procedures woull be
 
carried out during the remainder of 1983, and urea ano sulfur would
 
arrive in Dakar in March 1984 for processing and marketing in time
 
for the 1984/85 agricultural season. A detailed implementation
 
schedule is presented in Table 1.
 

The grant agreement was signed in August 1983 as scheduled.
 
Concerning designation of importers, USAID sent 
a letter to the
 
Ministry of Plan & Cooperation requesting designation of importers by

no later than September 9. USAID never received a response to this
 
request and was forced to unilaterally identify the importers. On
 
November 
19, the MPC finally responded by concurring in the USAID
 
decision naming the SSEPC (as importers of urea and the ICS as
 
importers of sulft-r.
 

There were several reasons for the GOS failure to 
name importers.

The 1983/84 Standby Agreement required the /GOS to abolish all
 
fertilizer subsidies for the following agricultural campaign.

Whereas subsidized fertilizer had an average price of 50 CFA/Ikg in
 
1983, it was estimated that lifting of the subsidy would increase
 
prices to farmers by 100% for the three main fertilizer product for
 
groundnuts and millet (NPK grades 6-20-10 and 14-7-7, and urea) when
 
transportation was included. 
 The GCS was at a loss to determine
 
levels cf effective demand due to such a radical price 
hike, and it
 
was uncertain whether any importer would b"t 
willing to import 12,000
 
MT of urea as it miqht not be possiblv to sell most of it.
 

Qu,adly, Although fortilizur requirvmento ior regions whore
 
credit systems ntill functionod worlF iomowhat prcdictabl& (satarn

Senegal and the Fleuve), input provision for groundntit cultvation
 
was to be financed through a system of withholding 20 CFAF for every

kilogram of groundnutu mArletod through thte cooperativo uytem in
 
1903/04 ("rotenst a Ja nource"), The%.o withholdlngq wotl1d then be
 
u .d to finance purchases of %#Pd and fortili.er for the following
 
year (15 CFAF for %eod and 
. CFAF (or (urtili:or were withheld for 
every 1Hiloqram of grot-ndnutt. mrHtod). rJaocat. dpondoble figuro 
were not yot oi 1lbl for qroujrde,1 Itir ot ing 0-* of rioptemsfir 190V,0

it wa% di f ficuilt to datermi rte, what, qtiAfit it 
 I Lye of foort i l.7r purchavses

tho wi thhol di ,i tiyteitm ctld citIttff.
 

FinAll y, thero.was cortail-- tanm vO1IJrtlcnct or, tho part of thse
006 to partlcipAte in a pro4)ram, which if Iia ceeded,a woild 
contribute %ignificantly to tho clodturo of SONAR. SONAR had botn 
created in 1900 to partially fill the vACAMm CFO~td by the 
diursolut ion of ONCAD. It04 raC.mII hI* t'es t dr 
agr I cul tural Input-4 or qfrotolilritIt cu It I vAt ( ed d t -OF 

werp ( t Itlhte 
ulmi 41 F ti 

AInd mar t inij qr-ouoidst tthroirvvtu. Itt- ltnctp wata to bo only 
teutporAry (two or throp yeor4 , 44tor wnich inpt-ts *4ould be- qupil led 
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privately and the oil crushing firms would purchasy groundnuts
d rectly from farmers. Privatization of 
the fertilizer distribution
 process would be one more 
 nail in the SONAR coffin and this was 
an
idea that was almost certainly resistent by officials in several
 
ministries.
 

Due to late identification of the importers, USAID requested
that AID Washington waive advertise for formal 
competitive bidding
and instead circulate invitation for bid documents to the 35
fertilizer producers and suppliers listed by the 
office of Commodity
Management (SER/COM), AID/W concurred and the hid opening occurred on
December 20. 
 Only one firm placed a bid. The 
International

Commodities Export Corporation 
(ICEC, and they wre subsequently
awarded the contract for both sulfur and urea. 
(5000 MT of sulfur and
12,000 MT of urea, plus or minus 20% of 
each commodity).
 

It 
was not only important that the importers be named but also
that the GOS and the urea importer come to 
a rapid contractual
agreement on marketing imagine to be paid 
to the importer and quotas
to be allo)tted to 
the various rural development agencies and SONAR.
This agreement had to be reached before January 10, 
1984 at which
time the terms of the stateside export contract expired. 
GOS/SSEPC
contract terms for 
urea sales will be dealt with 
more extensively ir,
section III.C. 
 At this point, it suffices to say that USAID
officials played a 
stronger role in 
the process of 
importer selection
and contract negotiations that 
they would have preferred. Although
ultimate res-ponsibility for designation of 
importers rested with the
GOS, USAID performer most of 
the liaison work necessary to identify
eligible importers, explain AID contractual procedures to private
firms, and prod communication between re.uctant GOS officials and
cautionu private sector 
importers. In discussions with USAYD
por-onnel and tho head of the SSEPC, there was unanimous consent thatthe Iead role tal.en by USAID decisive in the GOS andwas the SSEPCr'oming to Agroomprat bofore the January 10 deadline. While USAIDwould hAvo preferred to play of pa'i vpr 
more a uupporting role, the%ult would aImo~t certainly have been fAilure meetto the deadlineand cAncol lAtin of Iportuturva for 1904. 

lrce contral-tual agemrit , wore reached betwoon the OSinportr4, ihpmont andof uro^ And utiafur wont accordinq to uchedule.Two -thipti arrivoti In DaltAr ort marcha 9 alid March 19 whe they woruutslJoaded sivid niajl tsr 6iah rnpr~ to: thie ICS GArc~a datrya'hj
ti9 1~a~tII.~ .. I ~dt h ~ fF(~oraif Ji~ 
otst t-,IO oi taa 1et4 t4oft 

f tory an 
Val,ar . ht j~i the11 ea4f t oir . tho phyo I CaI flow ofItpor t tai~l o 4f ti r4 d ureoa Ia 1.1 ct~ejratti In Fit7pirt 1. The Ac'iointeivzrty to farl I Itato h t6a f IElow twil he di ritttoin tho follow lII two eoctlo-rl Which O .vl the 

In Qrator detailIwith rulfujr Aid ur@a 
pro'jra.1tf e4rp



Ii:Lrn 1: SENEGAL AGRICuL!TR8L DEV'-LOPMENT ASSISTANCE PROGRAM (685
0249): 

DATE 

8/83 


9/15/83 


10/15/83 


11/01/83 


11/15/83 


12/01/83 


01/01/84 


01/15/84 


01/15/84 


03/01/84 


03/20/84 


04/05/84 


09/o7/84 


2Cqg. USAID/SonQal, 


Auguist 1983, p.91.
 

IMPLEMENTATION ggHEDULE 

ACTIVITY
 

-Signing of grant agreement between 6OS and
 
USG.
 

-Production schedule finalized by fertilizer
 
plant: requirement determined, GOS
 
designation of importers.
 

-IFB terms and conditions drafted and
 
approved by 6OS and USAID,'Dakar.
 

-Draft IFB transmitted to AID/W.
 

-IFB finalized by M/SER/COM.
 

-IFB printed, requirement advertised
 

-IFB available to potential suppliers
 

-Bid opening, approval of awards, L/C issued
 

-Importers deposit advance (25% of value of 
fertilizer imported) into local currency 
account. 

-Shipment of commodities delivered to U.S. 
port of exit. 

-Shipment from USA tn Dalcar
 

-Unloading and distribution (to plant for
 
blending or bagging, to warehouse)
 

-Importers deposit remaining 75% into local
 
curreicy account.
 

CgrCI 8t6.?i9ne 622roval 
DQEWn
OmfJ
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ICEC (US EXPORTER) 
12.200 MT - Bulk Urea and Bags
4,000 MT - Sulfur
 
From Gulf Ports
 

Port of Dskar Losses M _ 


ICS -processed sulfur 4
 
into 16-20,000 MT of NP 
 - - SSEPC 

SENCHIM- (ICS Distributor)
 L SOGEC Sub.-


Contractor to SSEPC
 

I I 

Figure 1: Senegal: Agriculture Development Assistance ProRram-685-0249):
 
Flow of Fertilizer Imports
 

Source: Synthesis by the guthor
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B. RInortation of Sulfur
 

1. The Importer - The Senegal Chemicals CorRoration (ICS) 

ICS is the only fertilizer processing company in Senegal. 
 Ir

1984, it 
began operation of its sulphuric acid and phosphoric acid
 
manufacturing units, and began production of triple super phosphate

(TSP) and diammonium phosphate (DAP). 
 TSP and DAP production was

incorporated into the NPK processing factory which the ICS inherited
 
from the previous sole Senegalese fertilizer processor, the
 
Industrial Fertilizer Corporation of Senegal (SIES), whose , 
 t
 
were incorporated into ICS. The production capacity for various
 
fertilizer products is detailed in Table 2.
 

As can be surmised from these figures, ICS will operate at a

much larger scale than did SIES. 
Significant economies of scale are

forecast which should lower fertilizer prices in the Senegalese

market place and render ICS production competitive in world markets.
 

Most of ICS production will be exported to nearby West
 
Africar nations and to India (a long-term contract with two Indian
 
concerns stipulates yearly phosphoric acid exports of 
110,000 MT)
with domestic Senegalese consumption being more marginal than was the
 
case with SIES which essentially furnished only the Senegalese

market. The international 
nature of the ICS market is reflected by

the composition of its shareholders which is presented in Table 3.
 

Marketing of 
ICS production is the responsibility of SENCHIM
 
(50% share to a French Government owned firm, the Mining and
 
Chemicals Corporation -EMC, 50% to ICS) which was created in March
 
1984 and was in charge of selling NPK in Senegal which was produced

using sulfur provided by this commodity import program.
 

2. Imementation of 
the Sulfur Impqrt Program:
 

The PAAD originally foresaw the importation of 5000 MT of

sulfur which would enable ICS to produce between 20-25,000 MT of
 
compound fertilizer (depending on actual 
NPK grades produced). The
 
contract agreed 
to by ICEC and ICS allowed for adjustments of plus or

minus 20% and 
 after tabulating Senegalese demand projections, ICS
 
chose to import the minimum amount, 4000 MT.
 

For the most part, importation of sulfur and marketing of NPK
 
fertilizers in Senegal ran smoothlv. 
As previously mentioned, ICEC
 
was awarded the contract to deliver sulfur to Dakar.
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Table 2: ICS Fertilizer Processing CaRgaity
 

Product 
 -CRE-t 1d.
 

NPK (old SIES unit) 60-120,000 (a)
 

Sulfuric Acid 
 627,000
 

Phosphoric Acid 
 257,000
 

Triple Super Phosphate 170,000
 

Diammonium Phosphate 
 80,000
 

(a) The variation in NPK capacity is a function of 
the
 
different combinations of NPK grades produced.
 

Source: From the ADA PAAD and an 
ICS publicity flyer.
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Table 3: 
 C Share CaRital
 

Entity 


Government of Senegal 


Government of Ivory Coast 


Federal Government of Nigeria 


Government of Cameroun 


Islamic Development Bank 


India Farmers Fertilizers Coop. Ltd 


Government of India 


Southern Petrochemical Industries
 
Corps Ltd 


Societe Commerciale des Potasses et

de l'Azote (a) 


Societe Senegalaise d'Engrais et de
 

Produits chimiques (a) 


Compagnie Senegalaise des Phosphates
 
de Taiba 


Senegalese Banks 


Other 


Capital Stock Held
 

PECA 000) 

5,695,800 23,34 

2,300,000 9,43 

2,300,000 9,43 

2,300,000 9,43 

2,298,000 9,42 

2,044,450 8,38 

2,044,440 8,38 

511,130 2,09 

2,130,050 8,73 

218,880 0,90
 

1,600,000 
 6,56
 

879,200 3,60
 

78,050 .31
 

24,400,000 (b) 100
 

(a). Subsidiaries of Entreprises Miniere et 
Chimique (EMC) of France.
 

(b). Approximately $53 million at a $1=460 CFA exchange rate.
 

Source: ICS publicity flyer, 1984.
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Only one significant problem was encountered and that
concerned the price of sulfur. 
When the program was designed in
early 1983, sulfur prices in the US were roughly equal 
to those
in Poland - SIES's traditional source. 
However in late 1983, a
substantial differential developed. 
Whereas SIES was able to obtain
Polish sulfur at 
$113 per MT, the terms of the US export contract
 were fixed at $131.90 per MT. As a result, USAID agreed to support
the difference between the US and the European price. 
4000 MT of
sulfur was imported by ICS and, 
in effect, a total 
price support of
$75,600 ($18.90 per MT) 
was received by the US e-porter.
 

In addition to the price adjustment 
to the sulfur exporter, a
shipping differential to US shippers was paid out of OfficialDevelopment Assistance funds 
(ODA) in orde~r to compensate for the
higher cost of 
U.S. bottoms whose selection was required by law. Thissubsidy, amounted to $E5.00 per MT or a total of $40,000'). Thus for4000 MT of sLilfur with a Dakar CIF price of $452,-)00 when valuedusing competitive world shipping and commodity prices, a total 
of
$415,000 was paid to US shippers and suppliers. Thus of the $867,600disburced for sulfur procurement only 52 % of it can be properly

termed balance of payments support to Senegal.
 

The Del Oro arrived in Dakar March 9, 1904 and the 4000 MTon
of sulfur was unloaded by March 12. The sulfur was then transportedby train to the ICS' acids plant at Darou Khoudos; where it wasprocessed into sulfuric acid for subsequent mi:,ing into NPK at the

Mbao fertilizer plant.
 

Sales of NPK fertilizer for 1984 are broken down in Table 4. 

Sales to SONAqR were financed through the withholding system
(5 CFA withheld for every kilogram of groundnuts marketed) andSENCHIM was responsible for these sales. 
 The 4000 MT sold to
SODEFITEX was financed by the credit program which 
was in place in
the cotton growing zones and was 
actually sold 
to the SSEPC who thon

resold the fertilizer to SODEFITEX.
 

According to the terms of the grant agreement, IC" wasrequired to deposit into a local currency bank. account an advaunce of25% of the CIF value of the imported sulfur (assessed at thecompetitive price for sulffur and shipping and using the., cxchange ratein effect on the day loading began at the US port) at tho tima, ofopening of bids and awarding of contract in the US. Tt.,, r,,noiining
75% was to be deposited no later than si.' month, aftr- rr v.,t ofshipping documents in Dakar. rh,.te:change rate for ti,, 75% Veq. ftliuidon the date of establishment of the bill of Jading. 
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Table 4: S2l02 g NPK Fertilizer - 1984 

ILjent Quantity (MT) 

SONAR 7825.15 

SODEFITEX 4000.00 

SSEPC 446.50 

Other 20.00 

TOTAL 12,291.65 

Source: SENCHIM 
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The CIF dollar value of 4000 MT of sulfur was assessed at
 
$452,000 ($113 per MT). An allowance for humidity loss (1.53%)
 
lowered the follar value to $444,991. Using the two exchange rates
 
(25% at 427 CFA and 75% at 405 CFA) the ICS local currency deposit
 
requirement amounted to 182,807,146 CFA.
 

Payment of the 25% advance was delayed one month due to the
 
lengthy contract negotiations between the SSEPC and the GOS.
 
Because failure to reach agreement on SSEPC/GOS contract terms
 
would have effectively cancelled the entire program, the ICS
 
deposit was also withheld until the contract was finalized. The
 
first payment to the Ministry of Finance bank account at Citibank
 
was made on January 19, 1984 and totalled 48,251,000 CFA. The
 
75% payment was due on September 17, 1984 and was deposited
 
slightly late on October 4, 1984. This deposit amounted
 
to 134,456,156 CFA.
 

In order to encourage fertilizer utilization in rural
 
Senegal, USAID and the 60S jointly agreed to use local currency
 
proceeds as a price support to fertilizer consumption. This
 
reduced the price to consumers by 20 CFA per kilogram of NPK, DAP,
 
and TSP from the actual cost of producing it. However it must
 
also be note7d that this raised the average factory gate price of
 
fertilizer irom 50 CFA/kg in 1983 to 80 CFA/kg in 1984. After some
 
debate in the USAID mission, it was decided that the most
 
administrativel/ efficient procedure for applying this price support
 
would be to instruct SENCHIM to bill clients the subsidized price and
 
upon presentation of receipts, SENCHIM would be reimbursed the 20
 
CFA/kg difference between the price to consumers and the actual cost
 
to SENCHIM.
 

ICS, SENCHIM and the SSEPC requested that a USAID-controlled
 
escrow account be established at Citibank where deposits would be
 
made and subsidy reimbursements would be paid from. Apparently the
 
private firms did not trust the 60S to promptly reimburse subsidy
 
payments and as such they wished the account to be controlled by a
 
third party.
 

Because a given quantity of sulfur is used to produce three
 
to four times as much NPK (and some products not requiring sulfur
 
were subsidized), SENCHIM received reimbursements on over 13,000 MT
 
of fertilizer products. These reimbursements to SENCHIM are broken
 
down by fertilizer product in Table 5.
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----------------------- --------------

Table 51 eEGg u9g222Ct i Jl-Ria~iukg EmEkii in 12n 

NPK 12,291.65 2459833,000
 

DAP 730 14,600,000
 

TSP 
 2 
 409000
 

TOTAL 
 13p023.65 260,473,000
 

Source: Table furnished by SENCHIM.
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3. General Discussion
 

The ICS Secretary General, Mr. Baizeau, expressed

dissatisfaction with the sulfur import program. 
His main source of
 
dissatisfaction related to the heavy workload associated with
 
importing this relatively small order of sulfur. In 1984, ICS
 
imported approximately 60,000 MT of sulfur of which 4000 MT was
 
provided by this commodity import program At one point during our
 
meeting Mr. Baizeau 
 showed this author the file containing the
 
paperwork necessary to import the AID 4000 MT and fil~s for the other
 
56,000 MT. The file for the 
 AID sulfur was roughly twice as thick
 
as all the other files combined.
 

Mr. BaiZeau also claimed that the long-term contracts ICS had
 
signed with other suppliers were more flexible in their 
terms as
 
prices and quantities could be revised every si: 
months. Moreover,

shipping costs were less expensive with other suppliers as individual
 
shipments were done on a muh larger 
scale (25-30,000 MT).
 

Concerning ICS participation in future import programs, Mr.
 
Baizeau stated that he was uninterested in importing more sulfur as
 
ICS was tied into long-term contracts over the next several years

that would satisfy its sulfur requirements. Thus, no spot market
 
purchases are envisaged in the near future.
 

Purchase of US ammonia (used in production of DAP) instead of
 
sulfur may be possible in the future. However, several 
questions

would require further study by program designers. Obviously, the 
competitiveness of US as opposed to world prices would need to be
 
examined. Secondly, although ICS foresees import of roughly 6000 MT
 
per year of ammonia, demand is highly volatile and subject to
 
fluctuation. 
Third, of this quantity only a small proportion of DAP 
is currently sold in the Senegalese market. Demand for DAP would 
need to expand somewhat before ammonia imports would become 
attractive for a future commodity import program. 

Mr. Paizeau also mentioned the possibility of importing

potash. He estimated ICS annual requirements at approximately $1
 
million.
 

If it was found that neither ammonia nor 
potash importation
 
were feasible, a program based uniquely on urea imports would be the 
best alternative. However, it should also be noted that this 
analysis does take account issue ofnot into the price supports. If 
ICS refusal to participate in future fertilizer import programs

greatly reduced the possibility of implementing future fertilizer 
import programs, ICS might still decide to participate in crder to
 
benefit from local currency price supports. In any event, designers
of a subsequent Fertilizer import program need to closely examine the 
issue of ICS participation and the various import options.
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C. IM29Cetin of ea9
 

1. The Im2orter - Th Fertilizer and Chemical Productg
 
CgEoration of Senegal (SSEPC)
 

The SSEPC is by far the largest and most experienced
 
distributor of fertilizer in Senegal 
and is 90 % owned by EMC.
 
During the existence of SIES, SSEPC was responsible for the
 
marketing of all SIES-produced compound fertilizers as 
well as a

large proportion of imported fertilizer (urea and KCL). In 
1984, the
 
SSEPC confined to dominate distribution of imported fertilizer.
 

With the creation of ICS in 
1984, SENCHIM became the
 
privileged distributor of domestically produced NPKs and DAP.
 
However 
in 1984, the SSEPC distributed 4000 MT of 
ICS produced

8-18-27 to SODEFITEX and purchased 446.5 MT of 
NPK and 730 MT of DAP
 
for resale elsewhere in Senegal 
(1700 MT of the DAP was resold to
 
to SAED).
 

It 
should also be noted that the Ministry of Rural Development

insisted that the SSEPC sub-contract part of its urea distribution to
 
a Senegalese-owned firm. 
 The Societe Generale pour le Commerce
 
(SOGEC) was subsequently chosen as a sub-contractor. As a result,

responsibility for sale of 4000 MT of 
urea was ceded to SOGEC by the
 
SSEPC.
 

2. rmnlerEntation of the Urea 
lmpgrt Program
 

The PAAD envisaged the importation of 12,000 MT of urea which
 
would completely satisfy Senegal's effective demand for 
urea in
 
1984/85 . Urea was to arrive in bulk in Dakar where it would be

bagged in -5 
and 50 kilogram sacks provided by the exporter. As with
 
the ICS/ICEC contract, the SSEPC contract 
allowad for adjustments of
 
plus or minus 20% and the SSEPC chose to import 12,200 MT of 
urea.
 
Once again, ICEC was 
the sole bidder and was awarded the export
 
contract on December 20, 
1983 at the Senegalese Embassy in
 
Washington,D.C. 
The CIF value of urea delivered to Ddkar (minus the
 
US shipping differential) was calculated as 
follows:
 

3000 MT (25 kg bags) X $194.27/MT =$ 582,010
 

9200 MT (50 kg bags) X $190.85/MT = $1,755,820
 

TOTAL CIF value = $2,33 ,
 

The subsidy paid 
to US shippers totalled $1,037,000 (12,200 MT
 
X $85/MT). US and world 
urva prices were comdarable so no compensa
tory differential was necesnary an wan 
the casv with sulfur.
 

The urea 
program proved more difficult to implement than the
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sulfur program due to lengthy SSEPC/GOS contract negotiations 
the
requirement for a large 25% advance, and the risk burns by the SSEPC
resulting from the uncertain nature of the Senegalese market in 
1984.
 

Mr. 
 Francois Dallet, the director general of 
the SSEPC,
estimated that five months was required to negotiate the contract
between the GOS (primarily the Ministry of Rural 
Development) and the
SSEPC for urea sales to SONAR and the rural development agencies
(RDAs). He was of 
the opinion that a comparable contract between
private concerns would have taken only one or 
two months to
negotiate. Moreover, in attempLing to get the GOS and the SSEPC to
agree to terms before the January 10 deadline, USAID officials found
themselves playing a more 
prominent role in facilitating this
 
process than they would have preferred.
 

The reasons why contract negotiations took so long are similarto hose for why the GOS failed to name importers. Uncertainty over
future subsidy levels, withholding system revenues, and reticence
over dealing with the private sector all 
played a role in prolonging

negotiations.
 

In formulating the contract, one of the principil problems was
determining the quantities of 
urea to be purchased by each of 
the
RDA's and SONAR. As previously mentioned, this was 
to have been
 
determined by September 
1993.
 

In 
principle, the MDR was to have officially requested this
information from the various parastatals who were then 
to have
transmitted their respective urea requirements to the MDR. 
The MDR
was then to have tabulated the overall 
urea requirement so that
negotiations with the importer could begin.
 

In 
reality, the MDR failed to transmit instructions to a
number of parastatal .
 As late as December 26, 1963, 
the Director
General of SONAR tele e:d 
the SSEPC that he had not yet received any
official communication from the MDR relative to 
the USAID urea
program. An aide-menoire and a follow-up letter 
from the USAID
director, in addition 
to considerable USAID staff 
logworl., were
nece ary to finally rcmr~olve the situation before the tvrmn of the
invltation for bidn v;:pired. 

TIhe contr-ct '1tipulatc-J that th1( 12,200 MT of urea would bedistributed as follows: 

SAED 4301) Mr 
SODEVA 
 1000 MT

STN 400 MT
 
SODAGRI 
 700 MT
 
SONAR 600,O MT 

The SSEPC and its aub-contrActor for 4000 MT (SOGEC) were
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responsible for unloading bulk urea at the Dakar port, bagging,
 
transport to warehouse sites, and proper storage (storing sacks on
 
on raised pallets and covering them with canvas). An allowance of
 
2% for losses suffered between the points of bagging and actual 
delivery to clients waa also stipulated. Losses below 2% would not 
have to be reimbursed to the local currency account. Evacuation of 
bulk urea from the ship to bagging areas was to occur.at a rate of 
500 MT per day and bagging at a rate of 300 MT per day. SSEPC 
margins were also fix:ed (per MT) for transit, storage at the port, 
canvas covering, bagging, a net commercial margin, and financial 
charges. These margins could be adjusted upwards or downwards to 
to reflect actual price chango upon presentation of receipts to, the 
Local Currency Management Committee. The importer was to make the 
bagged urea available to its clients at its Dalar storage facility at 
the subsidized price of 76,675 CFA/MT. It was also stipulated that 
the SSEPC was to be exonerated of all taxes and customs duties 
relative to importation and distribution of urea in Senegal. 

Payment to the SSEPC by the parastatals was to be effected by
 
the SSEPC drawing on irrevocable letters of credit that the
 
parastatals had established at Senegalese banks. If the parastatals
 
failed to establish letters of credit, or were only partially able to
 
do so, it wag stipulated that the SSEPC would become rightful owner
 
of the unsold urea and would be free to sell it as it wished, subject
 
to USAID approval.
 

According to the contract, the SSEPC was to deposit a 25%
 
advance into the Citibank account upon ordering urea from the US
 
exporter. The remaining 75% would be deposited into the local
 
currency account within one month after the parastatals had removed
 
their urea quantities and the SSEFC had drawn on the parastat ls" 
letters of credit. 

It is important to note that thc-se trms for deposit schedules 
to the local currency account were different than those in the grant 
agreement which stipulited that the rc0maining 75% would be deposited 
no later than si:: months after receipt of shipping documents in 
Dakar. Thin created " problom. The grant agrvement was between tha 
GOS and the USG, so presumably it war thv respontibility of the GOS 
to atsure prompt p,,yin nt to the local cuirrency account. However the 
contract wat; betwe'eri tthe GO) and the SSEPC anrd the- 6305 could not 
force thi.? CISFC to dJp- .it ftunds wi th n thit. tiii' jfr amVe f thle 
paraut ita 1 f ai I d to pir (-I iit., t.h o qr ieeod tip(Jn om(i.t it! of irea,, arid 
and in o- ect, brol e tho cot) r. ,ct. 

Thus, USAID |i.4d io I)jal l vter age')c to roequl ro thie 99 FPC to 
adherv to tho, gr;,nt drcpc sit cr: htdu l if the 60; faltled to 
adhern to It-, controuct with thp SSEF'C. The only l gl 1 loveraige that 
ttie U3G had wat-* with th, G(O,. |llowtvvr th' turoa w.at4 in thei hndo of 
tho SSE.PC. 

Ai provI OLurdy %,0tQ,' th; C I do!ar val Of the urP wa 
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$2,338,630. The exchange rate in effect on 
the day of the signing of
the SSEPC/GOS contract 
($1=427 FCFA) was used tv calcul;.te the local
 
currency deposit reluirement which totalled 99J,595,00o CFA. 25%

of this amount (249,648,750 CFA) was deposited into the USAYD escrow
 
account on January 20, 
1984 (one day after signature of the
 
contract).
 

The urea was transported in two ships. 
 The Del Oro arrived on
March 9, 1904 and containt.d :7770 MI o4 urea, a= well Aa the 4000 MT 
of sulfur. Unloading of urea began on March 1"3 (after sulfur

unloading was completed) and was completed by March 
16. The second
 
ship arrived on March 19, contained 0,220 MT, and was unloaded over
 
five days. Thus a 
total of 12,206 MT arrived in Dakar.
 

According to insurance company reports, losses of 527 MT 
occurred at the port or appro-:imately 4.: % of the total 
urea
 
shipment. Insurance covered the CIF value of 
the urea (at US

shipping rates) minus a 1% deductible. Thus, the insurance company

was to reimburse the SSEPC the CIF valu.e 
of 405 MT which the SSEPC

would then depotsit into the local currency account at the exchange

rate at the time of payment. In oddiLion, the SSEPC was to derosit
 
to the local ctirrency account the suni necesary to make up the

difference btwo,'.rn the intiurance payment and the overall 
CIF value of
the "27 MT (-vsitl ntd at the non-US- shipping rate). To date, this
insurance piyarnt has riot been made. 

Once th. urea wasl bagged, the SSEPC had serious problems
selling it as GOS parastatals were not able to obtain letters of
credit from their banks ,and SONAR had bureaucratic difficulties
 
mobiliiing funds goncerated from the withholding system.
 

Past 605 practice, had hn tro preisure national banks toLntend credit to para.tAtalt; rr'grdlis- of the fi.iancial standing of
those p-w .At;,tA,,lf. Tho rut It had ben conni derable to
arrears owed
.Aijricultural input vsuppli ,r,; and the:. national banks by the national
 
trastiry which wf; called on to qiar antce thee loans.
 

One- of the qoal- of the fc-rt .1! r import programs was torncoturaqv tiw. 605 to f(() low prudent btuininess proct:duros in its 
wit wid oil nIqI It nI t; .n1(ui')r i cul tur.il put.t,-upjpIi r -r. Thiii kias thortya--,on hohith d lJ5i/AI, ) h.i4:l in thO .5F 'F'1C, 

j 
IC.(;, and Cit ho ni:',; demand
 

thait. Iet teor , (if (lroedit- ti t, at~. d ..a%# 4t ~. reu 
 to~ ttLparati~at,%tS ruraqivan~i for t t l, Iiowovr. tone of. tho. p, .r,t t.l s 
worp atbls4 to t()h-4t l *ttt~r.. tif t' vidt and worc u ce to t#:.ojrt
en thor pay inij by 0icticior to tt (i~f unaaanee k.ti to be 

to
paidin nonthly ia,.tl I,,t, to tho , ! ttr r ier,'i p t of tho ur#,ea. 

In print iplt, 1.*/!, hill ion CF1- was.-.i ahi in 1904 from the
previ nu 
 !t)0(1r..nu 
SONAiR. 11111S twaS e' 

.*, t i t itti4 fcc-iii.-o:r urhs by
5v't. t ht 414e1tdlfIr 1J It- I 41 rv, ,)I cr-iitia enq totho Nat o ,rial C('ejn r.tiv lJt o who) twIh . toto r ptLi t S3UNAIA to 
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purchase fertilizer for the cooperatives. However because the GOS
 

refineries, the oil
owed considerable amounts of money to oil 
 The end
 
refineries stalled on reimbursement to the cooperatives. 


result was that SONAR was late in purchasing and distributing
 
This situation was not resolved
 fertilizer to the cooperatives. 


at which time SONAR received instructions from
 until late April 1984 

at the SSEPC warehouse.
the MDR to pick up fertilizer 


these problems farmers complained of late

As a result of 


Late delivery of groundnut seed also
 delivery of fertilizer in 1984. 
In


The problem was compounded by unusually early rains.
occurred. 

in early June
much of the Groundnut Basin the first rains were 


the norm. In addition, 1984 was the
 
whereas late June/early July is 


first year of input distribution financed by the withholding system
 

areas, cooperative officials, and
 and GOS administrators in rural 


village section members were unfamiliar with procedures 
to be
 

followed.
 

of September 1984 reflect the
SSEPC/SOGEC urea sales as 


inability of parastatals to obtain credit sufficient 
to finance
 

purchase of the quantities originally identified in the GOS/SSEPC
 

These sales are listed in Table 6.
contract. 


the urea had been sold by
As Table 6 shows, only 62% of 

over 3000 MT was of
 September 1984. SAED's inability to pay for 


to serious cash flow problems
This situation led
particular concern. 

As a result, the SSEPC was unable to meet repayment
for the SSEPC. 


schedules outlined in the PAAD and the grant agreement.
 

the grant agreement, the remaining
According to the terms of 

currency was to have been deposited no later than
75% of local 


September 17, 1984 (shipping documents arrived in Dakar on March 17,
 

1984). Actually, it was later decided that due to the SSEPC cash
 

to deposit into the local currency
flow problem, the SSEFC only had 
 minus the 20
 
account the CFA equivalent of the CIF value of the urea 


CFA/kg price support (as opposed to the reimbursement procedure
 
the local
A breakdown of SSEPC deposits to
followed by ICS). 


and their dates is presented in Table 7.
 currency account 


To date, the final payment on fertilizer sales (36,249,897 

payments for the 527 MT loss (totalling roughly 4(
CFA) and insurance 

rate at the time of payment)
million CFA depending on the exchange 

and the SSEPC 
yLt tieen rocrivvd. AssLming it arrives soon

have rot 
account. SSEPC deposits should

deposits it into the local curroncy 


toLal appro::i-mat1lY 760 million CFA.
 

The finil .ales 5 Ltuation was tabul ted during the July 1985 

the 5SEPC ur4. ,ccotints and ils presented in
financial audit Of 

Table 0. 
t 

As Toblo 0 i lu.strtes, participants in the GOS/SSEFC contrac

(if only 0621 MT or 71% of their
purchAt3ed c combinoed total 
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allotments. In late 1984, SODEFITEX ordered 2000 MT for the 1985/86

agricultural 
season and the SSEPC and SOGEC also decided to purchase
 
a total of 859 MT for eventual resale elsewhere. Of the 10,686 MT,
 
only the 859 MT purchased by the SSEPC and SOGEC were sold at the
 
unsubsidized price of 96,875 CFA/MT.
 

As can be surmised from Table 81 losses from the point of
 
unloading to delivery to clients are significant (5.8%). In addition
 
to losses suffered at the port, unexplained losses occurred at the
 
SSEPC storage site, and between the storage site and parastatal
 
delivery points. 
Losses and where they occurred are broken down in
 
Table 9.
 

A number of reasons can be cited for these losses: theft;
 
faulty weighing at the port, by the SSEPC, SOGEC, or 
clients; faulty

bagging, poor storage; or damage in loading and unloading of sacks.
 
In particular, Mr. Dallet cited manual bagging and poor security
 
resulting in waste and theft as 
the reasons for the 527 MT loss at
 
the port. In addition, complaints were expressed by a number of
 
parties concerning poor performance by SOGEC who sold 4000 MT to SAED
 
and SONAR. Slow bagging, poor stitching of bags, and inadequate
 
storage and covering during transport led to considerable breakage of
 
bags, and damage due to humidity.
 

An inventory of SSEPC Urea stocks and a financial audit of SSEPC
 
urea accounts were done in 
October 1984 and July 1985 respectively.
 
The inven-tory was performed by Arthur Andersen and the audit by Gaye
 
and Associates.
 

Included in the inventory was a weighing of a small number of
 
sacks among the approximately Z000 MT of tirea which remained nt the 
SSEPC storage site. 34 50 kg sacks were weighed and an average

weight of 48.7 kg per sack was registered. Although such a small
 
sample has little statistical significance, it does indicate that
 
bagging of bull, urea was not always as accurate as it might have
 
been.
 

At the time of this evaluation, the financial audit was in
 
progress and nearing completion. The auditors were to: 
 account for
 
the exact 
quantities and values of urea imported and distributed by 
the SSEPC and SOGEC; assess how closely the terms of the GOS/SSEPC
 
contract had been followed and whether 
SSEPC margins were reasonable; 
and present the final sales situation. Quantities sold separated out 
by client, and losses in transit have been indicated in Tables 8 and
 
9 respectively. 
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Table 6: SSEPC/SOGEC Urea SalesA as 
of September 1984
 

Client 
Quantit 

Purchased (MT) 
Value (a) 
(in CFA) 

% (b) 
of Allotment 

Maize Project (SODEVA 300 23,062,500 30 

SODAGRI 70 5,381,250 10 

SONAR 6000 461,250,000 100 

SAED 1220 93,787,500 28.4 

STN 0 0 0 

Other 6.15 4729781 -
---

Total 7596.15 583,954,031 62.2 (c) 

(a) Calculated at the subsidized price of 76,875 CFA/MT to
 
consumers.
 

(b) Allotments as stipulated in the GOS/SSEPC contract. 
 See
 
page_ Jw_ 

(c) Total 
quantity purchased as a percentage of 12,206 MT.
 

Source: Correspondence from the SSEPC to USAID, September 10, 
1984
 
and calculations by the author.
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T bLe 7: SSEPC Deposits to thg Local Currency Account
 

Date Amount (CFA)
 

01/20/84 249,648,750 (25% Advance)
 

10/09/84 145,049,750
 

12/12/84 132,610,540
 

03/01/85 50,000,000
 

03/07/85 106,000,000
 
TOTAL 683,309,043
 

Source: Information furnished by the USAID Non-Project Assistance
 
Office.
 



Table 8: Final SSEPC/SOGEC Urea Sales Situation
 

Quantity
 
Client Purchased (MT) % of Allotment
 

SODEFITEX 2000 -

Maize project (SODEVA) 300 30 

SODAGRI 70 10 

SAED 2270 (a) 52.6 

SONAR 5981 (b) 99.7 

STN 0 0 

SOGEC 50 -

SSEPC 814 

Other 15 

Total 11,500 94.2 (c) 

(a) 2000 MT were sold to SAED by SOGEC.
 
(b) 2000 MT were sold to SONAR by SOGEC.
 
(c) Quantity purchased as a percentage of total tonnage
 

delivered to Dakar (12,206 MT).
 

Source: Table furnished by Gaye and Associates (auditors) and
 
author's calculations, July 1985.
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Table 9: Urea Lossgs
 

Location Urea (MT)
 

Delivered to Port of Dakar 12,206.
 
Losses at Port (527)
 

Tonnage Weighed at Port 11,679
 
Losses at Storage Site (70)
 

Tonnage Bagged and Weighed at Storage site 11,609
 
Losses Recorded During Sales (109)
 

Tonnage Received by Clients 11,500
 
Total Losses 706
 

Source: Table furnished by Gaye and Associates.
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Concerning how closely the terms of the contract were followed,
 
we have already seen that several GOS parastatals were unable to
 
purchase the amounts of urea stipulated in the contract. Moreover,
 
none of the parastatals were unable to obtain letters of credit and
 
were forced to resort to payment by check, or in one case (SODAGRI)
 
an unguaranteed IOU to be paid on monthly installments. Before
 
accepting these arrangements, the SSEPC sought authorization from its
 
guarantor, Citibank.
 

The audit also found that the SSEPC's actual costs for transit
 
may have been excessive by as much as 1000 CFA/MT and the margin for
 
bagging stipulated in the contract was greatly inflated in comparison
 
with actual costs (by more than 3000 CFA/MT). However, this was
 
largely offset by higher costs than originally anticipated for some
 
other line items. In addition, the auditors were of the opinion that
 
SOGEC's margin was probably excessive, although it was not possible
 
to determine which operations were responsible ftr this as SOGEC only
 
transmitted bills with total amounts, and not broken down by line
 
item. They were also of the opinion that the 2% loss allowance was
 
overly generous in ccimparison with common business procedure in 
Dakar.
 

3. General Discussion 

Despite the financial problems of the GOS parastatals which
 
led to considerable reneging on purchasing their allotments, the
 
SSEPC was able to sell its urea. SONAR purchased the entire 6000 MT
 
that it had been originally allotted, and SODEFITEX largely filled
 
the gap created by SAED's inability to purchase its entire allotment.
 

Despite the failure of the letter of credit system of payment,
 
the parastatals did pay for their urea, and the types of financial
 
damage suffered in the past by input distributors and national banks
 
was avoided.
 

The principal problems with the urea import program related to
 
timing. The GOS was slow in naming importers and specifiying
 
quantities of urea to be allocated to the parastatals. This slowed
 
contract negotiations, stateside procurement, and shipment. Future
 
programs should seek to advance the contracting and procurement
 
calendar somewhat. There is evidence that urea and sulfur could have
 
been purchased more cheaply if stateside contracting had been done
 
two or three months earlier. This is due to the cyclical nature of
 
US fertilizer prices.
 

Hopefully, lessons learned from implementing this one year import
 
program will facilitate more rapid contract negotiations between the
 
GOS and importers in the future. It will also be necessary for all
 
parties concerned to have a clearer idea of policy related to
 
fertilizer price supports before contract negotiations begin.
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Without this information, estimates of demand for the following
 
agricultural season will be very difficult to calculate. Thus the
 
GOS and donors should agree very early as to what level of price
 
supports (if any) are to be applied to various fertilizer products.
 
Ideally, this should occur before GOS/importer contract negotiations
 
begin.
 

Finally, fertilizer should arrive at Dakar no later than mid-

February so that processing and distribution can take.place well in
 
advance of the rainy season.
 

Although the SSEPC performed fairly well in light of the serious
 
sales constraints it was faced with, the problem of losses remains
 
troubling. Independent stock inventories and financial audits are a
 
good first step for dealing with this problem and should become
 
standard procedure in future import programs. USAID may also wish to
 
investigate the idea of either shipping bagged urea to Dakar or
 
requiring Senegalese importers to use automatic bagging facilities
 
recently installed at the Lakar port. This would presumably reduce
 
losses due to theft and spoilage, lead to more accurate weighing, and
 
be less costly.
 



IV. USE OF FUNDS
 

A. Dollar Fund 

The PAAD and grant agreement originally foresaw that
 

approximately $3.05 million would be used for importation 
of
 

fertilizer, $1.2 million for financing of.a Section 640 
C shipping
 

differential for using US vessels, and $750,000 for technical
 
dollar expenditures is
assistance. A breakdown of actual 


presented in Table 10.
 

The $3.05 million was to be used for procurement of 12, 000 MT
 

of As has been noted previously, the
 urea and 5000 MT of sulfur. 

urea (or 11,653 MT
actual quantities imported were 12,200 MT of 


when losses are taken into account) and 4000 MT of sulfur. 
The
 

actual purchase price of these commodities including the 
US
 

shipping differential totalled $4,229,692.37 or approximately
 

$20,000 below the originally foreseen $4.25 million procurement
 

price.
 

assistance
The PAAD called for two dollar-unded technical 

an
studies totalling $750,000. $450,000 was set aside for 


a Rural Credit and
Agricultural Sector Assessment and $300,000 for 


Savings Study. As was mentioned in Section II on policy reform,
 
was decided to use
USAID decided not to do the credit study after it 


local currency funds for activities other than financing 
of the
 

(CNCAS).
National Agricultural Credit Bank of Senegal 


The Agricultural Sector Assessment was to serve USAID as a
 

a multi-year agricultural sector
base document for preparation of 


assistance program. Moreover it was foreseen that this study would
 

be of use to other donors and Senegalese policy-makers. 
The 27 man

month study was to : identify and analyze constraints 
to agricultural
 

analyze resource availability, setting out
 sector development; 

sources - GOS,
 

resources available or potentially available from all 


USAID and other donors; and conclude with a rank ordering of
 

priorities for USAID assistance.
 

The report was to have been finished by October 1984.
 

several delays occurred which resulted in the final version 
being
 

unavailable for use in preparation of the Senegal Country 
Development
 

(CDSS) which was reviewed in Washington in March
 
Strategy Statement 


USAID requested substantial revisions after reviewing 
the


1985. 

the team members wrote her segment in French and
 first draft, one of 


some documents were misplaced
translation delays occurred, and 


during study preparation.
 

Funds were also used to finance three personal services
 
as his
The ADO Chief Agricultural Economist had
contracts. 


assist the agricultural sector assessment
primary responsibility to: 


team on economic policy issues; incorporate team findings into the
 
An additional
agricultural policy.
Senegal CDSS; and advise USAID on 


months to prepare
agricultural economist was hired for six 
serve as the
 sector economic indicators which were to
agricultural 
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Table 10: A iggu aCturDtyveg £a Assistance 

A tj y ExRenditures (in Dollars)
 

Procurement of Urea 3,375,385.87
 

Procurement of Sulfur 854,306.50
 

Ag. Sector Assessment 330,000.00
 

3 Personal Services Contracts 291,194.72
 

Water Buffalo Feasibility Study 12,582.12
 

SONAR inventory 56v660.00
 

SUB-TOTAL 41,920,128.21
 

REMAINING (a) 79,871.79
 

TOTAL 5,000,000.00
 

(a) This sum represents funds that were either never
 
earmarked or funds that have been returned to the grant agreement
 
from closed-out PIO/Ts and the letter of commitment for fertilizer
 
procurement.
 

Source: USAID Senegal Comptroller's Office.
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statistical basis for the agricultural sector assessment. In
 
addition, this person was expected to prepare a bibliography of
 
studies on the Senegalese agricultural sector. Finally, an assistant
 
to the A/ADO for Non-Project Assistance was hired to advise USAID,
 
the Local Currency Management Committee, and -theLocal Currency
 
Secretariat on administrative and financial matters related to
 
carrying out the fertilizer import program.
 

In February aiid March 1985, funds were used to carry out an
 
inventory by Price Waterhouse of SONAR buildings and equipment.
 
This inventory had been requested by the MDR because SONAR had
 
been recently dissolved and an inventory was required to identify
 
and value SONAR property which was to be either sold to the oil
 
refineries or ceded to farmer cooperatives. The final report, in
 
English and French, was submitted to USAID in May 1985.
 

In addition to the above expenditures, dollar funds were used
 
to finance a two-month water buffalo importation feasibility
 
study. The contractor was responsible for preparing a pilot
 
project proposal and laying the initial groundwork for water buffalo
 
importation and experimentation. The study began in May 1984 and was
 
completed in July 1984.
 

B. Use of Local Currency
 

1. Overview
 

The total local currency CIF values of urea and sulfur were
 
calculated as 1,181,302,146 CFA. This was the total amount that was
 
to be deposited into the local currency bank accounts by the SSEPC
 
and ICS. The PAAD identified an illustrative local currency use
 
budget which is presented in Table It.
 

In contrast to the PAAD, the grant agreement only stipulated
 
that "Funds in the Special Account may be used for agricultural
 
credit or such purposes as are mutually agreed upon by AID and the
 
Grantee" (Section 6.1).
 

In order to approve local currency activities a joint
 
USAID/GOS Local Currency Management Committee was set up which
 
included representatives from the ministries of Plan and Cooperation,
 
Finance, Commerce, and a representative of USAID. Tracking of funds
 
and financial management was to be carried out by a Secretariat
 
working in collaboration with the USAID Non-Project Assistance
 
Office. The Management Committee and Secretariat were already in
 
place as a result of their management of the PL 480 Title III
 
program.
 

Actual local currency use and deposits and expenditures to
 
the local currency accounts are detailed in Tables 12 and 13
 
respectively.
 

As can be readily observed, the only activities carried out 
which correspond to activities identified in the PAAD are the 
literacy program (support to village-level producer groups) and the 
marketing utudy. Brief descriptions of the local currency 
activities actually carried out and their progress to date are 



Table 11: _QELGUI~UCkAI QRu2mjggrnt~ Qaao.&mn~ E9Ba,(k:2 

XL&uacakty Pudgt La GE8 

Strengthening village level 

producer groups 350,000,000 

Support of CNCA (Ag. Credit) 630,000,000 

Fertilizer Marketing Study and 
Contingencies 70,000,000 

Support for Local Currency Management 
Committee 17,500,000 

Land Regeneration Fund (back-up 
activity if Ag. Credit not approved 
- 630 million CFA). 

TOTAL 1,068,000,000 

tource: Y ___0 A9). August 1983. 
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Table 121 6OcLGu[kucaI hI t kesI!Wa c-gocam 1I2-221121L 
0stuiL Lm&aL Gucmy Urst
 

- Literacy Program 324,000,000
 

- Marketing study (ISRA) 18860,000
 

- Subsidy for Urea
(12,200 -527 tons loss)=
 
11,673 X 20 CFA/K= (233,460,000)
 

- Subsidy for NPK 260,473,000 

- Total Subsidy 493,933,000 

- Dantec Renovations 40,000,000 

- Urea Inventory 800,000 

- Financial Audit of SSEPC 1,500,000 

- CFA Projected Balance (a) 302,209,146 

Total 1,181,302,146 

(a) The projected balance does not take into account the 25%
 
ceiling on losses which can be deducted from the local currency
 
deposit requireent according to the GOS/SSEPC contract.
 

Source: USAID Non-Project Assistance Office.
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count
Table 13: E2Cti1izerC AcE~a 


LRIAn!itgQ Rgaosits (CFA) ! ExRJAnation Exegjdrrnes 
(CFA) 

SSEPC 25% Advance 249,648,750 ! ISRA Marketing 18,860,000 
Study 

2nd SSEPC payment 145,049,750 ! Dantec Renovation 40,000,000 

ICS 25% Advance V 48,251,000 ! NPK Subsidy 80,000,000 

ICS 75% Payment 134,456,146 " 162,884,755 

SSEPC 3rd payment 132,610,540 " ° 16,660,000 

SSEPC 4th payment 50,000,000 ! Literacy project 70,000,000 

SSEPC 5h payment 106,000,000 ! Urea Inventory e00, 000 

Total Deposits to date (July 1985): 866,016,186 CFA
 

Total Expenditures to date : 398,6%4,7'5 CFA
 

SSEPC Final payment 38,691,906 ' NPK Subsidy 930,000
 

Insurance payment 43,135,9309 SSEPC Audit 1,500,000
 

Literacy Project 254,000,000
 

Sub-Total 	 81,027,715 Sub-Total 256,430.000
 

Total to be Deposited: 947,04:,901 CFA 

Total EormArId : 645,674,755 CFA 

Uncommittod I Z ,129. 146 CFA 

Sources 	 USAID Non=Project A%tAnce O4Ice and Calculations by the 
author. 



presented below.
 

2. 91g E20GY Euded Activities 

a. Literacy PcggEam
 

The purpose of this program is to extend functional literacy
 
activities to village-level groups in the regions of Ziguinchor,
 
Kolda, the Fleuve, and the department of Bakel. This to be
 
accomplished through the training of 40 supervisors from the
 
Senegalese Cooperative Service (Direction de la Cooperation) who will
 
in turn train and oversee an addiitonal 400 village-level literacy
 
trainers ("moniteurs"). In addition, fund are to be made available
 
for mobylettes for trainers and copying of functional literacy
 
materials.
 

To date, 38 supervisors have been trained and some literacy
 
materials have been printed. A two week training session was held at
 
the National School for Applied Economics (ENEA) in May 1985 and
 
training of village-level trainers is to begin shortly. It is
 
foreseen that the project will have a two-year duration.
 

b. Isra Fertilizer Marketing Study
 

During the 1984 agricultural season, researchers from ISRA's
 
Production Systems Department and Macro-Economic Analysis Unit (BAME)
 
carried out a comprehensive survey of fertilizer distribution in the
 
Sine Saloum, Fleuve, and Casamance regions. Special attention was
 
focused on the functioning of the withholding system ("retenue a la
 
soW-Le") as a means to pre-finance purchase of inputs. This report
 
was finished in December 1984.
 

A separate but related study was carried out by the USAID
 
Agricultural Economics Unit which examined the principal constraints
 
facing the fertilizer sector and identified and commented on several
 
potential scenarios for fertilizer distribution in the future. This
 
study was completed in March 1985.
 

A discussion of the principal findings of these two studies
 
in contained in Section V.A.
 

c. ertilier Price Suports 

As i..-titionod in Section III relating to implementation 3f 
the fertilizer import program, price supports were applied to all
 
fertilizer sold in Senegal for the 1984 agricultural season (with the
 
single excaption of KCL) in an effort to encourage fertilizer
 
consumption by Senegalese farmers and stabilize agricultural input
 
prices. Use of local cu rencias for a 20 CFA per kilogram price 
support was agreed to by USAID and the GO in late 1983. This 
ruproesntad an average roduction in fertilizer subsidies from 60% in 
1903 to rouqhly 25% in 1904. The oubsidy for NPK, DAP and TSP 
amou.ntvd to 26,473,000 CFA iAnd Lhat for urea totalled 23Z,460,000 
CFA. Thut an overall aubuldy of 493,933,00: CFA was financed by 
f.rtili:ar import program loc#l currencie.. 



The administrative procedure for receiving price supports
 
differed for ICS and the SSEPC. ICS (via SENCHIM) charged its
 
customers the subsidized price for its fertilizer. Upon presentation
 
of receipts to USAID, reimbursement of the additional 2'0 CFA/kg was
 
authorized and funds were released to SENCHIM from the Citibank
 
escrow account. The SSEPC was simply required to deposit local
 
currency equivalent to the total subsidized value of the 11,673 MT of
 
urea into the escrow account. As such, no reimbursement procedure was
 
implemented. Further discussion of the fertilizer subsidy is
 
presented in the following Section.
 

d. Renovation of the Dantec Hospital
 

40 million CFA was used to renovate the maternity at
 
Dantec Hospital - one of the largeFt hospitals in Dakar. The work
 
was carried out over a four week period in October and November 1984.
 
Labor was provided Free of charge as a public service by the Seabees,
 
an expert construction unit of the United States Marine Ccrps. Local 
currency was used for construction material purchases and hiring of 
several Senegalese construction firms. Work plans were formulated by 
the USAID Engineering Office and administrative support was 
provided by the GOS Ministry of Health. 

e. SSEPC Urea Inventory and Financial Audit
 

In October 1984, the Arthur Andersen audit firm was 
contracted to do an inventory of remaining urea stocks at the SSEPC 
storage facility just outside of Dakar. Roughly 3000 MT of urea 
remained at the storage site (SODEFITEX had recently purchased 2000 
MT but was not going to remove this quantity until May 1985). A 
small number of sacks (34 50 kg sacks) was weighed and an average 
weight of 48.7 kg per sack (roughly 2.6% loss) was re.orded. The 
final report was completed in November 1984. 

At the time of this evaluation, Gaye and Asi :.ates (the
 
Senegal branch office of Arthur Andersen) was condUr.Ling a financial
 
audit. The terms of reference of this audit included: an accounting
 
of the exact value of urea imported by the SSEPC; a determination as
 
to whether the terms of the GOS/SSEPC contract had been followed; and
 
preparation of a list of SSEPC and SOGEC clients who had purchased 
urea from the USAID fertilizer import program. The audit began on 
July 5, 1985 and was to terminate ten work days liter. 

f. Phanne:d Unre of Uncommitted Fundr, 

As can be son in Table 13. 7()2.2 million CFA remain 
uncommitted. On March 18, 190'5, USAID prupusod to the Miniutry of 
Plan and Cooperation that appro;:im'tely 250 million CFA of thio Sum 
be used to continue fertilizer price' rupport5 for the 1905/36 
agricultural seaon. 1n') million CFA would be uGed for a 24) CFA/I-g 
subsidy to fertilizer distributed by GAED, SODEVA, and 
SOMIVAC/SODAGRI. Fertilizer dirtributud through the 50DIFITrX 
cotton program ,rid the withholdirio -/t.een would not rr,cs ,., 
subsicies. The roina ining 10( mi. an CFA w0t to fin.I n z 41:1 CFc/kg 

prico 1uupport for direct c.ah s. l, by th.o, priviti, hiIv*t4¢ctor'. 

to sorve ani a ter.c 1 to gain inrformiat i on on e.4o p~nd- for 
fcortili.-or nold on a ciu bA~i% At roA1.oniLlip prlco-.. Th.w MFC t-;iub



sequently approved this proposal. Activities to be financed with the
 
remaining 52 million CFAbw"not yet been identified.
A, ue 

Awe~
 



V. 	 BENEFITS, LESSONS LEARNED, AND IMPLICATIONS FOR FUTURE PROGRAM
 

DESIGN
 

A. Agtual Versus Foreseen Benefits
 

1. Foreseen Benefits
 

would accrue to
The 	PAAD envisaged a number of benefits th.it 


Senegal and USAID as a result of implementation of this fertilizer
 

import program. Senegal would benefit from gradual adoption of
 

of policies in the fertilizer and cooperative sub-sectors
 

which would result in increased productivity. Fertilizer imports
 

would lead to increased food production, and a cerresponding
 

reduction in food imports resulting in foreign exchange savings.
 

Local currency generations would be used in activities which would
 

contribute to greater food self-reliance. Technical assistance
 

studiris would aid Senegalese decision-makers in the formulation of
 
a
agricultural policies. Finally, fertilizer imports provided on 


grant basis would represent balance of payments support totalling
 

$4.25 million.
 

USAID was to benefit by obtaining greater agricultural sector
 

influence and expertise as a result of supplying fertilizer and local
 

currency for reinforcing rural institutions (namely village-level
 

producer groups and credit systems), and implementing the technical
 

assistance studies. Provision of balance of payments support from
 

this activity, in combination with other USAID program assistance
 
would further enhance
(Economic Support Fund and PL-480 Title III), 


USAID's capacity to engage in macroeconomic policy dialogue.
 

2. Assessment of Actual Benefits
 

a. 	 Agl~uItyrl Sector Policy Change
 

Significant agricultural sector policy reform has occurred
 

since efforts began to implement this program in 1903. As was
 
policy changes stipulated in
mentioned in Section I, virtually all 


fulfilled.
the 	fertilizer import program grant agreement were 


the 	GOS announced a New Agricultural Policy
In April 1964, 

which identified a number of significant reforms which were to be
 

areas of streamlining of
implemented. Thece reforms were in the 


parastatals, liborali:ation of input and production marketing
 

channels, strengthened village level producer groups, provision of 

credit, and raising of producer prices.
 

Since enunciation of the Nww Agricultural Policy, a number 

of thete reforms have bein enacted. Among the most important : SONAR 

and th Now Lando Aguncy (STN) wero abolished in early 1985; SODEVA 

staffing levels have been cut by 55%; subusdies to the peanut oil

crushing firms have been reduced; the withholding system was 

abolluhad in April 19H0; SAED signed a performance contract in 
which collod for transfer of commercial oparations toDer.@mber 1904 

f rorr And privatp unctor (arm survice companiusi And across-tho

boood producor price incr0mev hAv, bn authori :d. 

mailto:Der.@mber


While it would be presumptuous to state that this array of
 
policy reform directly resulted from this relatively small
 

fertilizer import program, it is justified to say that this program
 

facilitated policy change and greatly increased USAID's influence
 

in the fertilizer sub-sector.
 

It is fair to say that USAID is now the lead donor in
 

advocating and tracking policy change in the area of fertilizer
 

distribution and this is a direct result of the fertilizer import
 

program. Two factors are responsible for this: implementation of the
 

program obliged USAID personnel to enter into contact with GOS
 

officials and private fertilizer distributors and this increased 

USAID's influence and knowledge of the sub-sector; and the 

collabnrative effort between ISRA and USAID on the local currency

-Funded fertilizer marketing st udies increased USAID's expertise (and 

ISRA's) in this complex area( . Without the fertilizer import 

program, none of this would have occured. 

The fertilizer marketing study found the following: the
 

withholding system was riddled with problems that would probably
 

recur as long as the system was in place; if a system of cash sales
 

were to be estrblished, farmers would prefer fertilizer to be
 

available at the time of marketing of crops, and the timing of
 

fertilizer distribution was of vital importance. This study and the
 

related USAID study on proposals for private sector organization in
 

fertilizer distribution provided USAID and other donors with concrete
 

evidence on the mal-functioning of the withholding system and was
 

partly responsible for the GOS decision to abolish the withholding
 

system and move to greater reliance on the private sector for
 

fertilizer and seed distribution in the coming years.
 

The USAID Agricultural Economics Unit is continuing to
 

track progress on privatization of fertilizer marketing channels, use
 

and sales of fertilizer, and effects of price supports. With the aid
 

of PL-480 Title III funds, ISRA is currently engaged in research on
 

cooperative and village-level organization of fertilizer distribu

tion and the economic feasibility of fertilizer use in different
 

agro-climatic zones of Senegal.
 

b. Tncroased Fertiliznr Uo
 

The PAAD foresaw that implementation of the fertilizer 

import program would lead to increased use of fertilizer by 

Senegalese farmers. ThC Now Agricultural Policy set a fertilizer 

consumption goal of 40,000 MT for 1904/05 and a 1905/06 goal of 

70,000 MT. 

5) ISRA/
in anvgal, 
Lu Marche do 
March 1905. 

DAME 
1904: 

I En

" 

rai.l 

A 
Fin

Field 
al 
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Study 
R ?port" 
0-nv, l: 

of 
Doc

Fortilitr 
ember 1904 

itioni 

Distribution and Line 
and USAAD/OIenegal" 

dro'd'Orga nir.Ation* 

(6) Mr. DAlllt of thu mtiurC ot.timatcd 1904 conGLeMption to be in 

the 2A-.t0,000 MT range. 



Table 14 presents fertilizer distrioution and subsidies
 
since 1975. Figures on quantities distributed through the 1983/84
 

season are for the most part reliable. Whereas the 1984/85 subsidy
 
figure is reliable, the official GOS figure of 39,200 MT of
 

fertilizer distributed is probably not (6). The SSEPC and SENCHIM
 

recorded sales of only 23,791.65 MT of urea, NPK, DAP, and TSP in
 

1984. At least the 2000 MT of urea sold to SODIFITEX was not to be
 
used until 1985. If one adds KCL consumption (roughly 2000 MT/year),
 

holdover stocks from 1983 and minor sales by other suppliers, it
 

would be difficult to believe that consumption could have totalled as
 
much as 39,20o MT. 

The 1985/86 consumption figure is a projection and the 
actual subsidy would be calculated as a function of fertilizer
 
consumed. While it would be tempting to state that fertilizer 
consumption rose significantly in 1984/85, the statistical data is
 
not yet reliable enough to make such a claim with any certainty. 

However there is solid evidence to conclude that fertilizer
 
consumption at least held steady with 1983 levels while subsidies 
were cut by more than two thirds. This is no small achievement when 
one considers that factory gate fertilizer prices rose an average of 
30 CFA/kg to the farmer with the lifting of subsidies. Greater 
availability of fertilizer as a result of the AID import program was 
certainly a major factor in at least maintaiingnQ, and perhaps 
increasing, consumption levels in the face of significant consumer 
price hikes.
 

While tentatively concluding that more fertilizer was made 
available than would otherwise have been the cafe without the import 
program, the question of whether greater productivity resulted is a 
separate issue. The fertilizer marketing study found that much of 

the fertilizer arrived too late to be of much usE- to farmers in 1914. 
Thus, while one can perhaps conclude that the USAID program resulted
 
in greater fertilizer availability, the organizational problems
 

associated with the withholding system and the financi ! problems of
 

the parastatals impeded this increased availability from translating 
into greater agricultural productivity in 1904. However fertilizo#" 
that was not used in 1924 will !1e used this year and productivity 
increases may result. 

c. P.alance of raymer(its Suppart 

The PAAD foresaw that import-tion of fort111:etr cii( irarit 
terms would directly genrate $4.25 mill ion iti balmt: ofr pf;4ynientg 
SUPPOr-t . t1crcover , ind ir ri: . -oavinit of forotp) *'tchi.miqte won) (1jr occrtir 
.3s groatir aqrivt-tl ttirel prcodir.. li ty wtit) d ,at i.~cl 
cerei a,! ,I wi th.1 1rt,',.pcJl:L Iallnj dot r ,- iS.c, I(i Itaid ittipt-rtu.rr,.duc Ai0l i 

Alth, ..atl, h(! , f-pyt s.j p, did 1|y rvti.:1., ltIaym,-'nt s t t 
-

from t hia!. 1T1 ' ' pr'or r.:r. tt.,, f ,,r , ,, 1,i . mill ,,,, t ;-Is ifl ,ttti 
Wheii (.1-4 di '.cuiirt' th.~ * .ulvs dy toU thm 1,1, -IIIfiili ~ifillitt ry 

000) 04 comprast (It, ar($1,7 7. arSd . n di fr oi 1, t , ( s.:, aIfI th@ 
C I F pr ic:o t h;, t. mpor tL r war 1d 1i-, vi .,lu tta, 11y b,.'im1 , 1 1 .jed t o Itoy or 

u \LJ u1011t q II t 1 . o0 k,r t% . and t11t 1a4 Iy9HI, ()-A (I i r c-t 11161 

(Id-t sjI i. 1 fAD.o ppr oa ir,%t I y 6612 . 10 ,,arInAf If U1 1' ti.ho 

(6) -i7

http:23,791.65


Table 14s SenOgA12se Fertilzer fl!anuwtjgn and M~LdLiLn 12Z9LZA= 

Fertilizer Amount of
 
Agricultural Distributed Subsidies
 

Year (metric tons) (Millions of CFA)
 

75/76 105,365 4,906.4
 

76/77 116,317 3,827.3
 

77/78 74,573 2,143.2
 

78/79 110,540 2,811.5
 

79/80 57,848 1,679.1
 

80/81 102,351 4,028.5
 

81/82 51,120 3,349.6
 

82/83 38,700 3,246.6
 

63/84 21,359 1,780.1
 

84/85 (est.) 39,200 (a) 493.9 (b)
 

85/86 (est.) 27,500 250.0 (b)
 

(a) From a report by the Ministry of Rural Development. It
 
should be noted that unofficial estimates are in the 25-30,000 MT
 
range.
 

(b) Financed by local currency proceeds of the AID fertilizer
 
import program.
 

Source: Excerpted from the Senegal Agricultural Policy Analysis,
 
Abt Associates, April 1985, with modifications from the USAID
 
USAID Agricultural Economics Unit.
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As for indirect foreign exchange savings, we have seen that
 
greater agricultural productivity probably did not occur due to late
 
distribution of fertilizer, so it would be hard to make a case for
 
the import program having had an effect in this area.
 

d. Local Currency Use and Technical Assistance
 

It would be difficult to accurately measure the benefits
 
resultin' from a number of the local currency and technical
 
assistan,.e activities as some of them have only just began to be
 
implemented or expected benefits are long-term in nature.
 

Those activities whose short-term effects are most
 
immediately visible happen to be the same activities which are most
 
clearly related to the fertilizer sub-sector - namely consumer price
 
supports for domestically-sold fertilizer and the fertilizer studies.
 

Application of the price supports almost certainly led to
 
soe increase in quantity demanded, if for no other reason than that
 
SONAR and several of the RDAs had fixed sums of money to work with,
 
and applying a price support enabled them to purchase more fertilizer
 
than would have been the case if they had been forced to pay the full
 
price. Some increase in effective demand may also have resulted from
 
lower consumer prices, but there is really no accurate way to measure
 
this.
 

As has been previously mentioned, the ISRA and USAID
 
studies provided concrete evidence of the failings of the withholding
 
system and contributed directly to the policy dialogue on fertilizer
 
sub-sector reorganization.
 

Concerning activities such as the agricultural sector
 
assessment and the literacy program, it is perhaps too early to gauge
 
their impact. The agricultural sector assessment has only recently
 
been finalized in English and French, and to the extent that it
 
increases GOS, AID and other donor appreciation of Senegal's
 
agricultural sector constraints and leads to appropriate remedies, it
 
can be viewed as beneficial. Of course, such benefits are very
 
difficult to isolate and quantify. The literacy program has not yet
 
begun to train villagers so it would be premature to attempt any
 
assessment of its benefits.
 

Finally, one local currency activity - the Dantec Hospital
 
renovations - while efficiently implemented, is difficult to justify
 
as development aid to the agricultural sector.
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B. Lmas Lsacatd
 
Another type of benefit which may result concerns lessons
 

learned by those responsible for design, implementation, and
 
evaluation oz a program. This is especially true for programs which
 
are among the first of their kind 
 which is the case with the Senegal

fertilizer import program. These lessons can be of value to those
 
charged with design of future programs of a similar nature or to
 
decision makers who need information on the effects of existing
 
policies.
 

This section will identify and discuss a number of the most
 
important lessons learned as a result of this program.
 

1. Privatization and the liftino of 
subsidies is best
 
im~lemnented 
 and needs to be accompani ed b
 
dialogue and research.
 

All those interviewed were of the firm conviction that a
 
lifting of all price supports in 1934 would have been too abrupt a
 
shock for the agricultural sector to bear. The long-term effects of
 
lowered yields and declining soil fertility need to be balanced
 
against the immediate desire to reduce public deficits. Planning of
 
subsidy reduction schedules needs to be accompanied by research on
 
which agro-climatic areas of Senegal 
can most benefit from fertilizer
 
use.
 

2. Where a climate of mistrust exists between government and
the private secto donors must be willing to pay a lead
 

role.
 

Although the GOS is officially committed to increa=ud
 
privatization of agricultural imput marketing, a certain mistrust
 
still exists regarding the private sector. Likewise, the private

sector is understandably cautious about entering into agreement with
 
GOS agencies which have substantial financial difficulties. Given
 
such a 1:ituation, USAID appears justified in taking a lead role in
 
getting both parties to sit down and agree on how to implement this
 
import program. This becomes even 
more appropriate when one takes
 
into account that this was the first time that such 
a program had
 
been attempted. Hopefully, future program implementation will he
 
facilitated by this program as procedural 
details become more
 
familiar to participants. However USAID should continue to expect
 
some resistance and hesitancy on 
the part of government and private

sector participants and a strong facilitating role may continue to be
 
appropriate for some time.
 

3. The effectivenes of A commodity------jt1oCL ogCam is closely 

linked to the commodities chosen for impor tation.
 

In this case, the commodity chosen was appropriate for a
 
number of reasons.
 

First, a specific area was identified where policy reform
 
was needed (the fertili:r-r sub-sector) and the commodity offered 
was 
obviously of interest to participants In that Tub-sector. Moreover,
monitoring of the program enabled USAID personnerl to gain 



considerable knowledge of the sub-sector and a number 
of its
 
participants.
 

Secondly, US urea was attractive because it was competitive
 
in world markets and the quantity offered by the USG was able to
 
cover 100% of Senegalese urea needs for 1984. US sulfur was less
 
competitive at the time of procurement but is generally competitive

in world markets and was so at the time of program design.
 

Thus, choice of a relatively attractive commodity allowed
 
USAID to gain policy leverage and expertise in the sub-sector to 
which the commodity was being supplied.
 

4. Local currency and technical assistance activities which
 
relate closely to the relevant sub-sector are generally the 
most effective activities.
 

This should perhaps be termed a "tentative lesson learned" 
as it would be unfair to judge activities whose benefits are long
term in nature against those with short-term benefits. Nevertheless, 
technical assistance and local currency activities can play a vital
 
role in the rational development of the sector for which policy
change is targeted and it would appear that the most immediate impact

from local currency activities were supplied by two activities which 
were most closely linked with the fertilizer sub-sector - the price
 
support and the ISRA/USAID studies. 

To the extent possible, any future commodity import
 
program should be designed as a coherent package with dollar-funded
 
and local currency activities directly supporting reform and
 
strengthening of institutions related to the provision of
 
agricultural inputs. Grant agreement language should reflect this by
 
being more specific as to criteria for selection of local currency
 
activi ties. 

5. USG-sponsored commodity import programs as2resentl
 
constituted± are inefficient ways of transferring balance 
of paments su2port. 

As has been shown above, only 66% of funds destined for
 
fertilizer procurement were translated into balance of payments
 
support. This is mostly due to USG regulations which require that US
 
bottoms be used for shipping of commodities.
 

Perhaps a corrolary to this lesson is that the exigencies
 
of domestic United States political practice do not always lead to
 
policies which are consistent with what US development agencies
 
preach abroad. In other words, there is cunsidcrable irony in the
 
fact that while USAID used this program to advocate market
 
liberalization and lifting of price supports for agricultural
 
imports, USAID was also forced to earmark nearly one third of 
the
 
Official Development Assistance funds for the subsidization of the
 
American shipping industry.
 

If the United States Government wishes to continue to take 
the lead role in advocating market liberalization and aconomic 
efficiency in developing nations, its credibility would be enhanced
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by modifying sections of the Foreign Assistaisce Act which are in
 
direct contradiction to the policies that AID desires recipient
 
governments to implement.
 

6. 	 USAID has little formal leverage tg drectjY i2Ef 2ivat
 
imgorters to make dEosits to 
tb local currencY aMRSou
 
according to deos2it schedules Sti2ulAted in the ga
 
agreement.
 

As mentioned in section III.C. USAID's only legal leverage
 
is with the recipient government with whom it enters into a grant
 
agreement. USAID can 
only pressure the recipient government to meet
 
the local currency deposit requirement. The recipient government has
 
the choice of either pressuring the importer to make the necessary
 
deposits or meeting the deposit requirements with funds from its 
own
 
treasury.
 

The best solution to this problem is for the GOS and USG to
 
jointly agree on reliable importers and for the importers and the GOS
 
to then make realistic assessments of actual demand. 
 If this occurs,
 
in principle the importer should not experience cash flow problems as
 
was the case with the SSEPC in this program.
 



C. RIMiUSSUP for Futur EmggE Rgairg 

1. Constraiints to be addressed
 

Serious constraints exist to a broad-based privatization of
 
fertilizer distribution and any future multi-year fertilizer import
 
program must address them in some way.
 

First and foremost, weak effective demand is currently the
 
most serious constraint to greater private participation in
 
fertilizer marketing in Senegal. Although many farmers are convinced
 
that fertil.zer use is beneficial, years of: government credit
 
programs and heavy subsidies have conditioned most farmers not to use
 
their own cash or seek informal credit for acquiring agricultural
 
inputs. Thus, not only increases in rural income are in order, but
 
also a changing of mentalities is required.
 

A lack of working capital and access to credit is a second
 
important constraint to Senegalese firms participating in fertilizer
 
distribution.
 

A third constraint concerns the fact that few if any
 
Senegalese firms have sufficient experience in agricultural input
 
supply to small farmers. Since independence this has been the
 
exclusive domain of the government. The acquisition of expertise and
 
building of private distribution networks may take years to develop.
 
This lack of experience, in combination with the weak effective
 
demand which exists at present for fertilizer make these firms unat
tractive risks for commercial bank loans.
 

A fourth constraint relates to the lack of up-to-date
 
technical packages concerning fertilizer applications which are
 
relevant to small farmers. Extension agencies continue to counsel
 
farmers to apply amounts of fertilizer which reflect the higher
 
rainfall patterns of the mid-1970s and lower fertilizer prices of
 
that period. While ISRA has implemented a limited amount of on-farm
 
research which has resulted in dosage recommendations which better
 
reflect the realities of the 1980's, no extension agency has yet
 
acted on those recommendations. Continued research is needed to
 
determine which zones Senegal are most economically attractive for
 
fertilizer use and donors must continue to insist on greater
 
collaboration between research and extension workers so that the
 
results of research do not go ignored.
 

A final major ccnstraint relates to a lack of reliable and 
up-to-dlte eLgriCUItUl-al statistiCs. It often tals as long as two 
years to obtain reasonably firm statistic% on input distribution and
 
yields. This makes it very difficult for govtrnaent decision maker'% 
.-nd donor agencies to reach conclusionn about the effects of policy 
changes within a reasonable timeframe. As was mentioned earlier, it 
is not re.Ally possible to make any responsibla judgment ac to the 
effects of this import program on fertilizer use as figure% for 19B4
 
are not yet dependable. 

In the futur-e, USAIC could attempt to Addrasn thoew 
constraints through dollar and local currincy-fundad actlvitivu 
linked to a ,nultiyaar furtilli:r import program or Activitins linlisd 
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to bilateral projects. Priority activities area agroeconomic
 
research on appropriate fertilizer applications in different regions
 
of Senegal (in collaboration with extension agencies) which take into
 
account the economic and climatic realities of the 19801s; continued
 
research on alternative scenarios of organization of private
 
agricultural input distribution in rural areas; and judicious
 
application of price supports in areas where fertilizer use is
 
deemed beneficial and potential exists to stimulate demand through
 
slightly lowering prices.
 

Other possible activities are: development of improved 
a;ricultu'a: statistics gathering capability; small pilot programu 
for extending credit and training to small rural businesses engaged 
in agricultural input marketing, possibly as a component of the 
future Agricultural Production Support project (685-0269) or of the 
current PVO Community Enterprise Development project (685-0260); 
and promotion of fertilizer use on rural radio. 

Formulation of the actual composition of activitles related
 
to stimulating participation in fertilizer marketing and demand are
 
of course the responsibility of project design teams. What is
 
important to note here is that the effectiveness of future fertilizer
 
import procramii (or snore generally agricultural input import 
programs) can be greatly enhanced by a well-focussed selection of 
accompanying dollar-funded and local currency activities. 

Competition in fertili:er importation and distribution needs
 
to be further rncouraged. This can be achieved in a number of ways.
 

Donors should discourage the GO from taking protectionist
 
measures in favor of ICS. Specifically, ICS has requested that the
 
GOS prohibit importation of fertili:er products that ICS is capable
 
of producing. Moreover ICS would like a guaranteed cut of the
 
the domestic Senegalese market for marketing of its products. Donors
 
such as the World Dank and the French Catuse Centrale (CCCE) should
 
take lead roles in this area as they have contributed substantial
 
sums to ICS'long-term financing.
 

The isiiue of encouraging competition in urea importation in 
the contv;tt of an AID-sponsored commodity import program is more 
conaplicatod. If urva in imported in the future on the tsame scale as 
in 1904, the importer(u) mu~t be ,,blo to obtain substantial amounts 
of comamrci:il tbnI crcsdit, hvo uuffnirint oturatju capacity, and al io 
have uufficint u;portine nind mnrket imformatiors to rualistically 
deturmiti" pott,'it.-'il demand. At proesnt, the only importer ,ibl to 
mnot il1 o( thc-.. ro'qulremcsntu i% the SSEF'C And it would bi difficult 
to nvi .isg (ti ,o.l progr m without tho SOr'C in a load rolo if. 
I mp r-r tf;,r 

Ut1AID and th" (GiJ1 ahould invstiqg.-atv the posibility of 
forming a corntirtium of ura importer% with the 5GEPC as a 1l.Ading 
member. Thfus i ntw;rt lth would Cons titOUt , tingle flegal untity with 
which Aimoricon o)tpartoru And tho (10S would contract. Mamborohip in 
such . corortitum would be contingont oni tho obility of firma to 
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secure a line of commercial credit; a requirement that each

participating firm had storage capacity commensurate with their
 
respective import volumesl 
and having had some previous experience infertilizer importation. 
USAID should attempt to monitor the
 
performance of firms which have been given import contracts by the

GOS for this year in order to Qet a better idea of their
 
capabilities.
 

3. AUdits
 

Two independents investigations of the SSEPC vere done in the
 
courue of the fertilizer import progriam. Tha firL wA arn inventory
of urea stock at 
the SSEPC storage facility and the second was a

comprehensive financial 
audit of 
SSEPC urea accounts. Investigations
such as these have the advantages of being quick, relatively inexpen
sive, and independent. A% such, they can be effective tools for
 
monitoring importer performance id should be incorporated into

future import programs a5 a local 
currency activity. Results should 
quickly be reviewed by Local Currency Management Committee members
and Importers, and -ppropriate romedial actions should be taken if
necestiary. Vnowledge that aiudits are to occur may serve to
 
effectively deter importer5 from pursuing questionable lines of
 
conduct.
 

4. Co Ymmodity Ui: and Timing 

#,Wa. pointed out in Section III D, inclusion, of sulfur in
future import programs may not be possible. USAID should investigate
other product% (5uch as amrnoni.) or consider a program with urea as 
the saole commodity imported. 

Timing of 
GOS/importar contract negotiations, procurement,

and delivery are of critical 
importance to program success. 

possible, the implementation calendar should be advanced so 

If
 
that
 

fertilizer arrives at 
the Dalar port no later than mid-February. To
 
the extent possible, thi% entire process should take place in 
a

relatively %table policy environment. Future fertili:er subsidy

levels ohould bo known 
in advance of contract negotiations to
 
facilitAte ortimation of effectiva demand.
 

D. j,
 

A final lesson learned might bo that "you can not get everything
done that you would lileo to with A ono year commodity import
program". Tho fertil i-er import progrAms achivovonts should be
 
viewod within this. conte,;t. Although thi 
 May uon obviouU,

bilatoral And intornotionAl dovolopment agercy patience 
 li not alwaysin abondAnt F pp*y. ConzettiNiti the desare for p-Avati: tton, it is 
of ten Aus"emd that wiping out the heavy hornd (if Qovornmlert wil1 
autoritic^al?, rt:%lt t. QF"Atf-r Officiency in resourcte .411ocAtIon anda privtL tictor will roAdily proernt itself to fill the v,*cuunr
created. In countrius1!o .ienat7l, where the private %octor it
relatively ineaperlenced in providinQ 4gricultural inputs to small 
forinort And whor@ ti tworitf--Voor loijacy of choap credit Ar~d hookvilIy
%ubbldi:d inputs. oiilt, tho roAlity i% far more comploi Arid this 
prugrom hats ocntributtr to a qrr ority of thoto compIet tie.
In order= to creAt(# o f~mvorAbl@ policy climate* whooe benefits will 
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reach the small farmer (and the small businessman), a multi-year

effort which addresses the constraints discussed earlier is called
 
for. It 
is clear that the GOS can no longer bear the financial
 
burden of past agricultural policy and the transfer of certain
 
responsibilities in that sector 
to private concerns is inevitable and

in progress. Donors such 
as USAID have a role to play in facilitating
 
as smooth a transition as possible. Programs such as 
the 1984
 
fertilizer import program appear to be effective ways of providing

badly needed resources while simultaneously building the expertise

required to engage in meaningful policy dialogue.
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ANNEX 1: SCOPE OF WORK
 

A. 	 gbjwetive
 

To evaluate the impact and effectiveness of the Agriculture

Development Assistance Project (ADA) with special regard to: 
 a)

privatization of fertilizer sales and distribution 
in Senegal in
 
1984; b) GOS performance with regard to agreed Llpcn'polic changes.
 

B. 	 ScoRe of Work
 

The conti-actor will assume prime responsibility for conduction
 
of an evaluation of the Agricultural Development Assistance Program

(PAAD 685-0249) with the collaboration of USAID and GOS staff. 
 The
 
evaluation will examine whether the objectives as stated in the
 
Program Assistance Approval Document 
(PAAD) have been achieved.
 

The evaluation will 
generally address the targeted privatization

of 
the fertilizer sales and distribution sector in 1984 with specific

emphasis upon the following: 

1. Constraints in implementation of the Commodity Import
 
Program 

a. Price constraints*
 
b. Shipping constraints'#
 
c. Sales constraintsj 

2. 	 Contractual 
issues among GOS and private importers with
 
reference to the role of banking sector and USAIDpf
 

3. 	 Performance of the private sector in 
nales and distribution
 
of fertilizer; 

4. 	 GOS progrer with regard to agreed upon policy reform as
 
covenants to financing of this program. Thaee ruforms
 
include access 
to credit, reduction of fertilizer
 
subsidies, re-organization of the fertilizer markuting
 
sector, reduction of 
CPSP deficits and reduction of
 
outstanding debt to the banking uoctor 
for soional 
agricultural credit%. 
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ANNEX 21 PERSONS CONTACTED 

Denis F izeau 
John Balis 
Mr. Barry 
Mr. Camara 

-
-
-
-

ICS 
USAID/ADO 
Gayv and Asso
MDR 

ciates 

- Chemicals International
Antoine Chaibar 


Dr. Eric Crawford - ISRA 
- SSEPCFrancois Dallet 

- USAID/ECUJacqueline Damon 

- USAID/ADO
Jean Francois Damon 


- SENCHIM
Macadou Dieng 

- Gaye and Associates
Moussa Diop 


Gabriel Fall - CITIVANK
 

Dr. Josh Po~ner - ISRA
 

Don Rasselh - USAID/ADO/LC
 

Norman Rifkin - USAID/ADO/LC
 

Ndeve Fatou Rigoulot - USAID/PDO
 

Leopold Sarr - ISRA
 

Joul Schlesinger - USAID/FDO
 

Abdoukarim Sidiba- MDR
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