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FOR JERRY WOLGIN, AR/OP 


E.O. 123b6: NIA 


SUBJELT: MALI PROGRAMASSISTANCE INITIAL PROPOSAL IN 
"" SUPPOCT OF 
CEREALS MARKET RESTRUCTURING 


PROJECT IA 


REFS.: 
 IA) HANDBOOK 4, NONPROJECT ASSISTANCE;
"- I)PROGRAM PAPER, 669-923Q 


1. 3UMMARY. 
 THIS CABLE REQUESTS DOLS. 
1.6 MILLION IN 

ESF FUNDING 
TO AUGMENT AID'S CONTRIBUTION TO THE 

IULTIDONOR CEREALS MARKET 
RESTRUCTURING PROJECT 
ICIR7), A 

PRINCIPAL 
VEHICLE FOR SUPPORT OF AGRICULTURAL POLICY 

REFORM IN MALI. 
 TO OATE, 410'S INPUT To cReP HAS 

CONSISTED OF TITLE 
II, SECTION 20b, FOOO-FOR-OEVELOPMENT; 

SALES OF SUCH FCC 
AID HAVE GENERAIT. APPROxIMATELY DOL.. 

3.8 MILLION (CURRENT EXCHANGERATE) IN LOCAL CURRENCY 
COUNTERPART FUNDS. 
 IN FHE PAST THREE YEARS, THESE FUNDS 


HAVE 
BEEN USED TO PROMOTE THE REFORM OF PUBLIC SECTOR
 
INSTITUTIONS AS 
WELL AS TO INCREASE PRODUCER 
INCENTIVES.
 
TWO YEARS OF GOOD PPODUCTION NAVE REDUCED THE NEED FOR
 
FOOD AID AND COUNTERPART FUNDS 
HAVE NOT BEEN REPLENISHED
 
AS ENVISIONED. 
 HOWEVER, 
THE NEED FOR CONTINUED POLICY
 
REFORM AND FINANCING TO IMPLEMENT REFORM ACTIONS REMAINS
 
AS URGENT AS EVER. 
 OTHER DONORS HAVE BEGUN TO SUBSTITUTE
 
CASH GRANTS TO THE CMRP COUNTERFART FUNDS FOR PROGRAMIED
 
FOOD AID CONTRIB?TIGN, 
 RECOGNIZING THAT 
ADEQUATE
 
FINANCING 
13 CRITICAL 
TO EFFECTIVE IMPLEMENTATION 
OF
 
SPECIFIC NEW POLICY REFORM ACTIONS 1ENG UNOERTAKEN BY
 
THE GOVERNMENT OF HE REPUBLIC OF 
MALI (GRl) THIS YEAR.
 
OF PARTICULAR CONCERN 
IS ADDITIONAL FINANCING FOR LOAN
 
PROGRAMS DESIGNEO TO EXPAND PRIVATE SECTOR 
PARTICIPATION
 
IN GRAIN MARKETING. 
 THE CASH TRANSFER PROPOSED 
HERE
 
WOULD HELP TO ASSURE THAT THIS NEW INITIATIVE HAS THE
 
BEST POSSIBLE CHANCE Of SUCCEEDING. END 'SUMMARY.
 

2. PROBLEM TO BE 
ADDRESSED
 

THE PROBLEM WHICH 
THIS NONPROJECT ASSISTANCE WILL ADDRESS
 
IS TH NEED FOR ADDITIONAL FINANCI;C 
!M SUPPORT OF NEW
 
CEREALS MARKET POLICY REFORM MEASIRES TO 'E IMI'LEMENTFD
 
BY THI GOVERNMENT OF THE REPUBLIC OF MALI 
IGRI BETWEEN
 
NOVEMBER, 195 AND 
MARCH, 1987, 
IN THE FIRST INSTANCE,
 
AND IN SUBSEQUENT YEARS.
 

A. CONTEXT OF 
THE PROBLEM
 

THE CONTEXT WITHIN 
WHICH THE USE OF 
THIS ADDITIONAL
 
FUNDING WILL BE 
ALLOCATED IS THAT OF THE MULrI)IONOR 
CEREALS MARNIT RESTRUCFURING PROJECT ICMRP). THE
 
CONCEPT OF 
THE CMRP GREW OIITOF HIPEArED DISCU;.IONS OF
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 1 I La7E1970'' ALL ji L ED iHAT :O FiCi IMI 401td IN iGiAl PART
 
DUE TO CEREAL. lARKL IINU 
 P0i ICY AL H1OIJ'iHDONOR' WERE
 
EUALLY CONCEIINED8€ 
(IE Al1TE mI ;TTN..E~ifNT Ir PAr 
IAGRICIILTUAAL MARNE ING 80.00) I r. ENIR1iOUS OEt ICIT, 
AND IT' POORM0FINI IRAIIVE PEHOIMANC 
 TI0t SI IUTION 

OF FOOD AID. 
 THE M'CHANI'M CHOSEN 
IN THE C AP ULSI NGN
PROCES. 10 AUDRESS 
ThESE C0IlCERN WAS THAI 
OF
 

FOOO-FOR-OEVEIOPMENT. 
 EACH OF THE TEN SIINATOR( DONOR
PLEDGED A CERTAIN 
AMOUNT OF 
FOOD AID FOR A FIVE-Y!AR
 
PERIOD. IN AUDITION, THE WORLO SA1NHAND FRANCE PROVIDED
 
TECHNICAL ASSISTANCE. 
 OT OONORS AGREEO 
TO DESIGNATE
 

DAMAKO STAFF 
lEPBER3 TO 
SERVE ON cCHrNIUUOU. BASIS ON
TEC,NICAL 
AND MANAGEIIENT COMIIITFEL 
CHAR'ED WITH
 

MAINTAINING A PCLICY DIALOG1UE WITH THE GIIl. AID'SCONTRIBUTION.TO 
THIS PROJCT IS TITLE 
II, :ECTIN 26
 

FOOD AID, AS [ESCRIBID IN PROGRAMI 
ASSISTANCE PAPER
618-02311 APPROVUJ BY THE 
OCC ON JUNE 14, 1984 (REF 81.
 

7' TOT25,gig METRIC TONS (IT) OF RICE WAS, UNDER THE
 
TERMS OF THE AGREEME1IT, TO BE DELIVERED TO MALI OVER A
 
THREE 
1EAR PERIOD, PENDING SATISFACTORY PROGRESS ON
 
FULFILLING SELF-HELP MEASURES AND 
ESTABLISHED FOOD
 

NEEDS.
 

APPROXIMATELY 15,90 MT OF U.S. RICE 
HAVE ALREADY BEEN
 

DELIVERED UNDER THE 
TERMS OF THEORIGINAL
APPROXIMATELY 1B,BO0 AGREEMENT.
MT OF THIS AMOUNT HAVE BEEN SOLD ON 
THE OPEN MARKET BY THE MARKETING BOARD, OPAM. 
 THE
 
REFLOWS (ABOUT 1.2 BILLION FRANCS CFA OR DOLS 
3.750
 
MILLION) ARE DEPOSITED IN THE COUNTERPART FUND WHCH IS
 
JOINTLY MANAGED BY THE DONOR-MEMBERS OF THE 
CMRP E?NO THE 
GHM. IN ADDITION, UAID/IALI HAS PARTICIPATED FULLY 
IN
 
THE POICY REFORMANALYSIS AND 0I1OGUJE PROCESSFOR THE 
PAST THREE YEARS. ANHUALIN-HOUSE EVALUATIONS OF?HE CMAP 
HAVE INDICATED GENERAL SATISFACTION WITH 
THE DIRECTION
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PROGRAMSUBJECT: MALI ASSISTANCE INITIAL PROPOSALIN 

ANDPACEOFCEREALS POLICY REFORMANDCOMPLETION OF
SPECIFIC REFORM ACTIONS. THE EVALUATIONS NAVEALSO 

DEMONSTRATED THE UTILITY 
 OF THECONDITIONAL PERFORMANCE 

DISBURSEMENT 
 MODALITY FORPROVIDING ASSISTANCE AND OF THE 

CONTINUOUS DONOR/GRM 
 POLICY DIALOGUE. -

AS MIGHT BE EXPECTED IN A RESOURCE-CONSTRAINED ECONOMY 

LIKE MALI, THE COUNTERPART FUND HAS PROVED IN YEARS PAST 


TO BE AN IMPORTANT MEANS TO BOTH LEVERAGE AND CUSHION 

CEREALS POLICY REFORM ACTIONS. COVERAGE
OF OPAM'S 

DEFICIT HASBEEN CONDITIONED ONFINANCIAL REFORMS
AND

REDUCED COITS 
AT OPAM,FOREXAMPLE. SIMILARLY, SUPPORT 

OF THE OFFICE DU NIGER HAS BEEN LINKED 
 TO REDUCING THE
 
OFFICE'S TOTAL CONTROL OF FARMERS, PADDY CROP AND TO
 
INCREASING FARMERS 
 INCENTIVES TO PRODUCE.
 

B. PRESENT SITUATION
 

THE ORIGINAL PERIOD OF 
THE CMNP AGREEMENT WILL END IN
 
DECEMBER, 1986. 
 THE GRIMHAS ALREADY REQUESTED THE DONORS
 
TO CONSIDER A THREE-YEAR SECOND PHASE OF ACTIVITY. 
 WHILE
 
NEGOTIATIONS FOR THIS SECONDPPASEARE NOT YET COMPLETE,
 
ALL DONORS FEEL THAT CONTINJITY OF SUPPORT
TO CEREALS 
MARKET RESTRUCTURING IS IMPORTANT TO MAINTAIN THE
 
MOMENTUMOF THE DIALOGUE, TOCONSOLIDATE THE REFORMS 
LAUNCHED IN THE 
FIRST PHASE OF ACTIVITY AND TO LAY OUT
 
THE 'SECOND GENERATION" OF REFORM ACTIONS. 
 POLICY
 
DIALOGUE AND THE PLANNING OF SPECIFIC MEASURES TO BE?
 
UNDERTAKEN BETWEEN NOW AND MARCH HAS 
THU7 CONTINUEO
 
UNAIATED WITH THE EXPECTATION THAT &RM/DONOR AGREEMENT ON
 
BROAD LINES OF THE SECOND PHASE OF CMRP WILL 
BE ACHIEVED
 
BY THE END OF DECEMBER. USAID/BAMAHO W0OILDTHEN PLAN TO
 
AMEND THE PROGRAM ASSISTANCE PAPER AND TO SPECIFY ANNUAL
 
REFORM TARGETS 
WHICH WILL SERVE A. CONDITIONS FOB RELEASE
 
OF TITLE II, SECTION 296 FOOD AID 
 HOWEVER, AS IS
 
DISCUSSED BFLOW, WE 00 NOT BELIEVE THAT 
;UCH FOOD AID
 
WILL IN FACT BE CALLED FORWARD IN 1917.
 

AS AN 	INTERIM MEASURE THEREFORE, CMAP PHASE 
IAHAS BEEN
 
DESIGNED. IT IS THE MISSION'S VIEW THAT A CASH TRANSFER
 
IS AN 	APPROPRIATE fiCHANISM FOR MAINTAINING OUR SUPPORT
 
OF THE CEA'ALS MARNET REFORM PROJECT GOAlS AND 
OBJECTIVES. THE GOiL OF 
THE CMRP IS TO ASSIST MAL I TO 
ACHIEVE FOOD SECURITY ON A SELF-SUSIAINING BASI. ITS 
OBJECTIVE; ARE: MARKETING IIBERALIZATION IMPROVIMENT IN 
CEREALS PRODIIrTION, AND A REDUCTION OF SIIBSIOIEL 10 THI
 

OFFICIAL MARhLTIh4 ,Y.IEM.
 

TWO OTHERFACIORS CONTRISUII T0 THI RATIONALE FORTHIS 
INTERIM NONPRUJ(CT T.IANCE: FIR;T, THELEVEL OF 
FINANCIAL RE.JURCES VAILABLE IN TE COUNIEFPART FUND',
AND, ;ECONO, THEPOLICY REFORMACTIONS CURRENTLY BEING 
PROPO;EO.
 

(). STATUS OF COUNTERPART FUNDS
 

DUE TO THEGREATER-THAN-ANTICIPATED HARVEST IN 185, THE 
5,019 MI OF RICE DELIVERED TO MALI IN LATE 1985 UNDER THE 
TERMS OF THE SECTION 296 AREEMENT ARE STLL IN STORAGE 

AT OPAM. THE AGREEMENT 
ISNOW BEING AMENDED TO EXTEND
THE AVAILABILITY OF THE 10.aa0 mTREMAINING IN THE 

AGREEMENT UNTIL SEPTEMBER 30, 1987 

RECENT ESTIMATES OF THE 
i986 HARVEST, HOWEVER, INDICATE
THAT IT IS UNLIKELY THAT EITHER THE REMAINING 10,000 ITT
 
OF THE U.S./GPM AGREEMENTORTHE VOLUMESIN OTHER DONORAGREEMENTSWILL BE CALLED FORWARDGRAIN ALREADY
 
IN-COUNTRY I LIKELY TO BE SUFFICIEIT FOR 1985/87
 

CONSUMPTION HEEDS. 

THE COUTERPART FUND WILL 
THEREFORE NOT BE REPLENISHED AT 
THE RATE EXPECTED FOR 1916/87. LESS THANTWOBILLION 
FCFA ARE ONHAND AS OF NOVEMBER 1, 1986. ANOTHER 1.5 
BILLION FCFA COULD BE AVAILABLE WITHIN A MONTH OR TWO. 

THESE 	SUMS FALL SHORT OF THEAMOJNTESTIMATED TOBENEEDED TO SUPPORT KEY REFORM ACTIONS THIS YEAR. 
 IN
 
AD.WTION, 
IF THESE FUNDS ARE ALL ALLOCATED TO SPECIFIC
 
REFORM TARGETS THIS YEAR 
(AS SEEMS LIKELY) THIS WILL

SEVERELY REDUCE THE AMOUNT OF LEVERAGE PRMC DONORS WILL
 
BE ABLETO BRING 	 TOFUTURE POLICY DEBATES WITH THEGAM. 

(2). THE POLICY REFORM ACTIONS PROPOSED
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SUBJET: MALI 
PROGRAM ASSISTANCE INITIAL 
PROPOSAL IN 


THE POLICY ANALYSES AND DISCUSSIONS CONDUCTED 
IN THE CMRP 

THIS YEAR HAVE BEEN PARTICULARLY INTENSE 
AND FRUITFUL. 


AS A RESULT THE GRM 
IS PROPOSING POLICY REFORMS 
WHICH 

FAR EXCEEDED EARLIER REFORM TARGETS 
;UGGESTED BY THE
 
CMRP. THE MOST IMPORTANT OF 
THESE NEW REFORMS ARE: 


(A). ELIMINATION OF THE 
MONOPSONY POSITION o 
OPAM; 

18). LIBERALIZATION OF THE RICE AS WELL 
AS PADDY 

-- MARKETS; 


IC). INTRODUCTION OF ELEMENTS OF FLEXIBILIT'! INTO 
THE 

-- OFFICIAL PRICE STRUCTURE; 


(0). ENCOURAGEMENT 
OF REFORMS REGARDING THE MANAGEMENT
 
OF RICE-PRODUCING PARASTATALt WHICH WILL ENABLE 


THESE 	ORGANIZATIONS TO WORK 
BOTH AS PARTNERS WITH AND?,
 
-- AS COMPETITORS TO THE PqIVAT[ 
SECTOR IN THE GRAIN
 
-- TRADE;
 
(E). OFFICIAL RECOGNITION OF THE 
IMPORTANCE OF THE
 
-- PRIVATE SECTOR IN 
THE GRAIN TRADE; AND
 
I). EXPANSION OF CREDIT AVAILABLE TO THE PRIVATE
 
-- COMMERCIAL SECTOR AND TO FARMERS' GROUPS SELLING
 

GRAINS OF BEHALF OF THEIR MEMBERS.
 

SPECIFIC ACTION3 WHICH WOULD EFFECTIVELY IMPLEMENT THESE
 
REFORMS ARE BEING DEVELOPED IIICOLLABORATION WITH THE
 
PRIVATE SECTOR AS WELL AS 
THE GRM. PRELIMINARY
 
ESTIMATIONS OF THE 
FINANCING REQUIREMENTS FOR PROPOSED
 
ACTIONS HAVE BEEN MADE; 
OVER 4 BILLION FCFA ARE NEEDED 
TO
 
CARRY OUT THE ACTIONS AS PROPOSED.
 

TAREN TOGETHER, IT IS OUR 
VIEW THAT THE REFORM MEASURES
 
UNDERLINE A FUNDAMENTAL LHIFT Or 
RESPONSIBILITY FOR
 
CEREALS MARKETING FROM THE PUBLIC TO THE PRIVATE SECTOR.
 
THEY ALSO SIGNAL GRM WILLINGNESS TO RECOGNIZE THAT THE
 
AMOUNT OF CONTROL WHICH THE PIIBltICSECTOR HAS BEEN
 
ACCUSTOMED TO 
EXERTING MAY NOr BE NECESSARY AND, THIS
 
YEAR AT LEAST, MAY NOT BE FEASIBLE.
 

IT IS ALSO OUR VIEW THAT 
IF TdE POLICY REFORM MEASURES
 
ARE SUCCESSFULLY IMPLEMENTED AND THE PRIVATE SECTOR
 
FULFILLS THE ROLE ASSI'.NID TO IT IN A SATISFACTORY WAY, 
THE POSSIBILITY OF CONSOLlDATING THE ROLE OF THE MALIAN
 
PRIVATE SECTOR IN CEREALS MARKETING AND DEFINING A
 
SUSTAINABLE 
LEVEL OF LIMITED BUT EFFICIENT PUBLIC 
INTERVENrION -- AT THE MARGIN 
-- MAY BECOME A REALITY.
 

THE COST. OF UNIIERTANING THE 'ROPOSEID REFORM MEASURE$ AND
 
COMPLEMENTARY ACTIONS WHICH WILL 
ENABLE THE POLICY
 

BAMAKO 07098 OF o 
 031419? slAS 
91sb1 AIDBOI 
REIOR 0I HE ELi(CliIVE I. TEN~rIIVELf I.TIMklTLO, A,
 

NOTED ABOVE, Ar 010 FOUR 
 ILI1I FCF i. FIN.iNCING
 

P(RSINILY AVAILAILI IS JU',lOVIR 
IWO II1 ION FCA.WITH THE AOII IIOlALINFLOWS INfO 	 EVENTHE COlINTERtARII FUNIO
 
FROM OTHIII DONOR; PLANNLD 
IVER THE NE(T FEW MOIII S, THE
 
RESOURCEQAP WILL 
 NOT BE COMPLETELY CLOLED. 

3, DOLLAR AMOUNT REQUIRED
 

DOLS. 
1.6 MILLION WOULO PROVIDE LOCAL CURRENCY EQUIVALENT

TO THE ESTIMATED SHORT-TERM FUNDING GAP JUST D[ECRIRED
ABOVE. 
 THIS WOULD COVER !HE


AMOUNT 

FINANCIN
 

REQUIREMENT' OR AN EXPANSION F PRIVTI SECOR TRADER
 

CREDIT AS PR!SNrED IN ECTION; E AND 
F BELOW.
 

IF ESF FINANCING IS AVAILABLE, THEREFORE, THE ENTIRE
AMOUNT COULD IE EFFECTIVELY EMPLOYEO. 
 IF THE MISSION IS
 

FORCED TO REALLOCATE SOP FUNDING FROM ITS CURRENT OYB,
HOWEVER, OTHER OBLIGATIONS WILL 
RESTRICT OUR ALLOCATION
 

OF FUNDING TO THIS PROPOSAL TO DOLS. ONE MILLION (LOCAL
 

CURRENCY EQUIVALENT ABOUT 325 MILLION FCFA). 
 WHILE THIS
 

WILL BE INSUFFICIENT TO COVER ALL FUNUING REQUIREMENTS
THE PRIVATE SECTOR LENDING PRO,;RAM ENVISIONEO, IT WILL 
OF
 
GO
 

A LONG WAY TO FACILITATING 
THE IhPLEMENTATIOII 
OF THIS
 

PROGRAM.
 

IN THE FOLLOWING SECTIONS, THE LOCAL 
CURRENCY FINANCING
 

REQUIREMENTS 
AND PROPOSED FUNOING MODALITIES FOR EACH OF
THE MAJOR POLICY REFORMS 
LISTED ABOVE ARE DISCUSSED. IN
 
OUR DIALOGUE WITH THE GRM, 
PROPOSED ALLOCATION. OF THE
 
CIRP COUNTERPART FUNDS IN 
SUPPORT OF THE 
REFORM MEA.URES 
HAVE BEENPRE'NFED WITH THE CAVEAT OF AVAILABILITY OF
 
FUNDS.
 

A. ELIMINATION OF THE MONOPSO Y POSITION OF OPAN
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AIDAC 

FOR JERRYWOLGIN, AFR/OP THECMRPDONORSHAVENOTEDIN DIALOGUE WITH THE GRM THATTHEUSEOF 540 MILLION FCFA FROM THE COUNTERPART FUNDS TO 

E.0. 12356: NIA 
SUBJECT: MALI PROGRAM ASSISTANCE INITIAL PROPOSAL' IN-

PERMIT OPAMTOBUYAB0f 5,00V MTOF RICE FROMTHEOFFICEDU NIGER WILL PERMIT THE OFFICE DU NIGER TORENEW 
(I) ELIGIBILITY FOR SEASONAL CREDIT AND THUS ;IVEIT ADEQUATE 

(1) PAR IS LEGALLY 
CHARGED WITH THE PURCHASE AT THE OFFICIAL 
PRICE OF ALL GRAINS WHICH REGIONAL DEVELOPMENT 
ORGANIZATIONS ROOS) VISH TO SELL I. IMPLEMENTATION OF 
THIS REFORM WILL THUS REQUIRE LEGAL MODIFICATION OF THE
OPAM ORCANIZATONAL STATUTE AND, STRICTL' SPEAKING, NO 
CONTRIBUTION FROM THE COUNTERPART FUNDS. THE 

WORKING CAPITAL FOR tHEUPCOMING MARKETING SEASON FORPADDY AND RICE. IN ADDITIOII, THE 0M ANDSMP DONORS 
HAVE AGREED THAT THEOFFICE (8I 
IKMEDIATELY PERMITTED TO OFFER ADDITIONAL UNSOLD STOCKS 
FROM 1915/15 ON THE OPEN WHOLESALE GRAIN MARHET. 

C. INTRODUCTION OF ELEPENT OF FLEXIBILITY INTO THE 
OFFICIAL PRICE STRUCTURE 

IMPLICATIONS OF SUCH A CHANGE ARE ENORMOUS. IN THE SHORTTERM, I MEANS NOT ONLY THAT PRESSURE ON OPAM TO BUY EVEN 
IF IT CAN'T SELL IS ELIMINATED AND IMPROVED FINANCIAL 
MANAGEMENT IS INDEED POSSIBLE. MORE IMPORTANTLY, THIS 
STEP MEANS THAT THE PLBL!C SECTOR NO LONGER TAKES UPON 
ITSELF THE RESPONSIBILITY OF GUARANTEEING MARKETS. 
ULTIMATELY, THIS REFORM IS A PRECONDITION FOR COMING UP 
WITH A DEFINITION FOR A VIABLE, SUSTAINABLE, OPAM AND FOR 
REDUCING THE ROLES OF RODS IN MARKETING. 

THE GRM HAS A HIGHLY-DEVELOPED TRADITION OF PRICE-SETTING 
AND MANAGEMENT THROUGH THE OFFICE FOR THE STABILIZATION 
AND REGULATION OF PRICES (OSRPI. MILE THE OFFICIAL 
PRICE SCHEDULES ULTIMATELY NEGOTIATED EACH YEAR (FOR EACH 
CROP, FOR VARIOUS BUYERS AND SELLERS) WERE IOT 
NECESSARILY REAL?STIC, THEY DID PERMIT THE GRM TO DEFINE 
ITS SUBSIDIES TO VARIOUS SECTORS WITH SOME PRECISION. 
THE 1905 GRAIN BUYINt SEASON CLEARLY DEMONSTRATED THE 

VNILE THE GRN HAS SO FAR AGREED TO THIS FAR-REACHING 
REFORM, IT HAS PROPOSED THAT FINANCIAL ASSISTANCE IN 
DISCHARGING OPAI'S PURCHASE OBLIGATIONS FOR 1935 
VIS-A-VIS THE OFFICE OU NIGER (ON) AND OTHER RODS WOULD 
BE HELPFUL IN GAINING ACCEPTANCE OF THIS REFORM. CMRP 
DONORS HAVE, THEREFORE, PROPOSED THAT A SUM OF 540 
MILLION FCFA IN COUNTERPART FUNDS DE PROVIDED TO 
ALLEIATE THE FINANCIAL GRIDLOCK IN WHICH BOTH OPAM AND 
O.N. NOW FIND THEMSELVES DUE TO OPAM'S INABILITY TO PAY 

THE OFFICE FIR 5,000 MT OF RICE. 

SHORTCOMINGS OF A FIXED, OFFICIAL PRICE SYSTEM IN A
FINANCIALLY-CON!TRAINED SITUATION. THE DIVERGENCE 
BETWEEN OFFICIAL FIXED PRICES AND OPEN MARKET PRICES 
PlANT THAT SUBSTANTIAL UNPLANNED TRANSFERS OR SUBSIDIES 
IREA4E AND THAT THE GRM AND ITS AGENCIES HAD TO INCUR 
LARGE DEBTS TO COVER THEIRFINANCIAL OBLIGATIONS. 
TAKING INTO ACCOUNT AVAILABLE FINANCIAL RESOURCES THIS 
YEAR, THE GRM HAS EFFECTIVELY RECOGNIZED THESE 
SHORTCOMINGS AND SEEMS PREPARED TO MODIFY IFNOT YET TO 
COMPLETELY AOANBON THE FIXED PRICE SCHEDULE AS A WAY OF 

THE GRM HA ALSO (H) 
NOTE BY DOCT: (HIOMISSIONS. CORRECTIONS TO FOLLOW. 

COUTERPART FUNDS WOULD FACILITATE OPAM'S ABILITY TO 
REDUCE ITS 1985/86 SEASONAL CREDIT LIABILITIES AT THE 
NATIONAL DEVELOPMENT BANK. THE MATTER IS STILL UNDER 
DEBATE AS THE CMRP DONORS HAVE PROPOSED AN ALTERNATIVE 
USE FOR THIS AMOUNT, THAT IS, THE PURCHASE OF 19,090 MT 
OF SORGHUM AND MILLET FOR THE NATIONAL SECURITY STOCKS. 
THE RATIONALE FOR THIS USE IS THE REMOVAL OF 10,309 OR SO 
MT OF GRAIN FROM THE NATIONAL SUPPLY IN THE NEAR 
FUTURE. 
THIS WOULD HELP TO BRING UP THE PRODUCER PRICES, WHICH 
ARE IN THE PROCESS OF GOIVG THROUGH THE FLOOR. 

I. LIBERALIZATION Of THE RICE MARKET 

THIS POLICY MEASURE ISRELATED TO THE PREVIOUS ONE. BY 
EMPOWIRING ROOS TO LELL DIRECTLY TO PRIVATE TRADERS OR 
OTHER BUYERS (I.G., CONSUME R COOI'ERAIIVLSI, THI.4RM I:; IN 

UNCLASSIF lED
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 MARKETING IN THE OPrRATIONi Ri SE.iOU'OR;I, TNE
0 BilOSS5DEC 86 CMRP
 
DONORS PROPOSED USIIII,
COUNTERPART FUNDS 10 FUND AlBOUT
FM AMEMBASSY BAMAKO 

HALF OF THE PROJECTED PADDYSALES THERE,iSWELL.
 

TO SECSTATE WASHOC IMMEDIATE 772b
 

UNCLAS SECTION 05 OF 07 BAMAKO 57099 
IT IS EXPECTED THAT THEOPERATION RIZ MOPTI ORl) WILL,LIKE THE OFFICE CUNIGER, IMPROV THL'li NFORIIArlO 

AIDAC DISSEMINATION TO THE PRIVATE SECTOR THIS YEAR. IF THIS
IS DONE, THE 
CMRP DONORS PROPOSE THAT COUNTERPART FUND-

EQUIVALENT TO ABOUT HALF OF
FOR JERR.' WOLGIN PROJECTED PADDY SALES BE MADE 
AVAILABLE TO ORM.
 

E.O. 12356: N/A 

IN ADDITION, THE CMRP DONORS PROPOSE TO CONTINUE TO USE
SUBJECT: MALI PROGRAM ASSISTANCE INITIAL PROPOSAL IN COUNTERPART FUNDS TOGUARANTEEA MINIMUM RATE OF CREDIT? 
RECUPERATION AT THE OFFICE OU NIGER AND OlIN.BOTH ROOS
DOING BUSINESS. 
 THE PRMC DONORS HAVE PROPOSED THAT THE 
 HAVEEXPRESSED RELUCTANCEPURCHASE OF 10,000 MT OF MILLEr rl SUPPORTMARKETAND SORGHUMFOR THE 
 LIBERALIZATION ONTIlEGROUNDSTHATFARMERS REFUSE TOWILLNATIONAL SECURITY STOCKSCOULDBE DONEWITH COUNTERPART PAY WATER AND SERVICES FEE:
FUND,ONCONDITION THAT SUCH PURCHASES NOTREWOULD (8)
DONEACCORDING TO THE SUGqESTEO SCHEDULEPRICE ANDVOULD CREDIT ADVANCES
BE TARGETED TO COME FROM FARMERS COOPERATIVES 
TO ENSURE 
 (EI 
 THE CIRRDONORS FEELING THAT
THAT ANY POSSIBLE WINDFALL PROFITS WHICIIWILL OCCUR 
 THE. RISK IS RELATIVELY LOw; A GUARANTEE PROGRAM THUS
BECAUSE OF LOCAL VARIATION IETWEEN THE OFFICIAL PRICE 
AND PROVIDES A MEASURE OF SECURITY FOR RODO
MANAGENT TO
THE OPEN MARKET 

ENCOURAGE THE ESSENTIAL BEHAVIOR CHANGE.
 

II) TO THE BENEFIT OF

PRODUCERS RATHER TIIAN
RANOOM GRAIN TRADERS. 
 E. OFFICIAL RECOGNITION OF THE IMPORTANCE OF THE PRIVATE
 

IT WOULD HAVE BEEN IDEAL FOR OPAM fASTHE BUYING AGENT SECTOR IN THE () TRADE?
(I It CLEAR THIS YEAR THAT THE
FOR THE NATIONAL SECURITY STOCKS) TO USE 
GRM HAS RECOGNIZED THAT
A SYSTEM OF 
 SURPLUS PRODUCTION AT LEVEL REALIZED IN IIS AND 1996
TENDERS AND BID 
 IN SEEKING SUPPLIES FROM FARMERS' 
 SIMPLY CANNOT BE COIMERCIALIZED COMPLETELY IN TIlEPUBLIC
COOPERATIVES BUT THE ORGANIZATIONAL LEAD TIMlE
FOR SUCH AN 
 SECTOR. BOTH CONSUMERS AND PRODUCER WERE 
BETTER SERVED
 

BY PRIVATE SECTOR DOMINANCE IN THE COARSE GRAIN 

ACTION IS NOT AVAILABLE. 


MARKET
 

0. ENCOURAGEMENT OF REFORMS OF RICE-PRODUCING PARASTATALS 
 NOTE BY DO/T: IIOI1ISSIONS; CORRECTIONS TO FOLLOW.
 

THE GAIMHAS 
TRADITIONALLY PROVIDED RICE-PRODUCING ROOS
 
WITH FINANCING ADEQUATE TO PERMIT RODOPURCHASE OF III
 
PERCENT OF THE MARKETABLE SURPLUS 
IN THE ORGANIZED RICE
 
PERIMETERS. 
 SUCH FINANCING IS ALLOCATED TO THE OFFICE OU
 
NIGER AND CMOT 
IN THE FORM F SEASDPTL CREDIT FROM THE
 
NATIONAL DEVELOPMENT BANK 
IDM) AND TO OPERATION RIu
 
NOPTI AND OPERATION RIZ SEGOU VIA OPAM. 
 FINANCIAL
 
RESOURCES IN THE BANNING "YSTEMS ARE 
SIMPLY NOT
 
AUEGUATE TO PERMIT SUCH A SYSTEM 
 fg). THE
 
GRM, THEREFORE, REQUESTED ASSISTANCE FROM THE CHRP
 
COUNTERPART FUNDS.
 
THE CHIAP
DONORS HAVE AGREED THAT SOME PREFINANCING OF
 
RICE-PRODUCING RODS IS NECESSARY IN ORDER TO PROVIDE A
 
COMPETITIVE ENVIRONMENT FOR PRIVATE SECTOR TRADERS AND TO
 
MAINTAIN PRODUCER INCENTIVES IESTABLISHID IN THE PAST IWO
 
YEARS WITH IMHEDIATE CASH PAYMENFS FOR 
';ALES TO RODS, IN
 
CONTRAST TO THE FOIMER PRAICTICE [IFRODS PAYING AFTER
 
DELAYS OF UP TO TEN IONrH';I.THI CHAP 
DONoRS, THEREFORE,
 
SUGGESTED THAT, WIHN CERTAIN CONIIITIONALITY, THE
 
COUNTERPART FUNDS MIGHT PROVIDE lP TO 1.1 BILLION iCFA IN
 
ROD PREFINANCING.
 

THE 541 MILLION FCFA PROPOSED TO PERMIT OPAM TO BUY
 
IRS/B6 RICE FROM
 

ION)WILL RINDER ON
 

UNCLASSIFIED
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PRE-01G /063 A4 302 

CRECIT
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 MONETAHY UNOhI) 
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117203 8215 1 /44-38 
 AGREEMENTS) TJ AN OR.ANIZATICN WHICH MEETS
0 1011291 NOV 86 CTG STATE THE REGICNAL
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 CENTRAL BANK CRITERI1 FOR SUCH LENDING. THE PRIVATE
FM AIEMBPSSY BAMAKO 


BANKS, IN PARTICULAR. HAVE 
 H0N THNMSELVE, OPEN TO
TO SECS7ATE VASHDC IMMEDIATE 745 

LENDIN4 WITH 
;TORED ,;RAIN A';:ECURITY.
 

UNCLA; SECTION 06 OF 97 BAMAKO 66b58 
 THE BARE BONE; OF THE PROGRAMAS IT 
 IS BEING DEVELOFED
 

AIDAC 
 ARE THE
ESTABLISHFOLL0.ING:A-LINE CJUNTERPoRT FUNDS ARE USED TOOF CREDIT 
 6IITHSOME 
POSSIBLE GUARANTEE:
 

FGAINST FUTURE DEFAULT TAKEN
FOR JERRY VOLGIN, AER/OP INTO ACCOUNT) AT ONE OR MORE
 
FRIVATE 
BANKS IN BAMJKO. 
 THE CHAMBER OF COMMERCE WOULD
 

E.O. 12356: MIA 
 AfAILABILITY
B RESPONSIBLE FOR DIFFUSING INFORMATION ON 
THIS CREOIT
 
SUBJECT: MALI 


TO ITS I MBERS AND ADVISING ON ILGIBILITY OF
PROGRAM ASSISTANCE INITIAL 
PROPOSAL IN 
 P1MBER-TRADER; 
FOR TlS CREDIT. THE 
CHAMBER OF COMPERCE
 

WOULD ALSO ESTABLISH A SERIES OF 
BONDED WAREhOUSES FOR 
STORING UP 10 30,0IT IS CLEAR THIS lITOF 6RAIN FOR A PERIOD OF FILE
YEAR THAT THE GRM HAS RECOGNIZED THAT TO
 
TEN MONTHS. TRADERS RECEIVING LOAIIS AGAINST THE
SURPLUS PRODUCTION INITIAL
AT LEVELS REALIZE? IN 1985 AND 1986 
 LINE OF 
CREDIT WOULD STORE tRAIN PURCHASED WITH THESE
SIMPLY CANNOT BE COMIERCIALIZED COMPEETELY 
IN THE PUBLIC 
 LOANS IN THE CHAMLER OF COMMERCE WAREHOUSE. FOR A FEE,
SECTOR. BOTH CONSUIERS 
AND PRODUCERS WERE BETTER SERVED 
 AND WOULD USE 
THIS GRAIN AS SECURITY FOR FURTHER LOANS
BY PRIVATE SECTOR DOMINANCE 
IN THE COARSE GRAINS MARKET 
 FROM THE BANK nlHICN WOULD BE 
MADE FROM THE BANK'; OWN
LAST YEAR. THIS YEAR, GIVEN THE 
LAC? OF PUBLIC FINANCIAL 
 FUNDS) 
 SALE AND REPAYMENT OF
RESOURCES, EVEN MORE RELIAICE WILL HAVE 

CREDIT VIOULO BE EFFECTED

TO BE PLACED ON 
 AT. THE SAME


THE 
lIME, WITH THE CHAMBER OF COMMERCE AND THE
PRIVATE SECTOR CAPABILITY TO MANAGE 
THE FLOW OF 
 CMRP GUARANTEE FUNDS ACTING AS GUARANTORS OF REPAYMENT.
GRAIN. NEVERTHELES;, THERE 
IS STILL SUBSTANTIAL CCNCERN 
 NO PRICES WOULD BE FIXED BY 
THE GRfl,CHAMBER OF COMMERCE,
AT MANY LEVELS OF THE 
GRM AND IN MALIAN SOCIETY THAT 
 OR TEE BANKS 
FOR ANY OF THE
PRIVATE SECTOR TRADERS, GIVEN AN 
OPEN FIELD FOR COLLUSION 
 GRAIN rRANSACTIONS; COMMERCIAL RISK WOULD BE
AS WELL AS COMPETITION, WILL PROVE ASSUMED BY
TO BE AS EXPLOITATIVE 
 TNE TRADERS THEMSELVES. 
WHILE MANY TECHNICAL DETAILS
 

AS THEIB REPIITATION;, PAYING PRODUCERS 
'TOO LITTLE* AND
 
CHARGING CONSUMERS 'TOO MUCH.-


PRIVATE SECTOR TRADERS FEEL 
THIS BAD REPUTATION IS
 
UNOSERVED AND RECENT 
STUDIES BY CMRP DONOR-MEMBERS BEAR
 
THEM OUT 
IN MOST CASES. RISKS OF TRADING ARE HIGH,
 
PARTICULARLY WHEN FOOD AID INFLOWS AND SUBSIDIZED CPAM
 
SALES CUT INTO AND 
DESTABILIZE CERTAIN MARKETS. 
 TRADERS
 
ALSO NOTE THE HIGH COST OF CAPITAL 
IN MALI AND THEIR LACK
 
OF ACCESS TO SEASONAL TRADING CAPITAL 
DUE TO BANKING
 
SYSTEM REGULATIONS 
. THESE FACTORS HAVE COMBINED TO LEAD
 
MOST MALIAN t;RAIN WIIOI1SALERS TO TURN OVER 
STOCK WITHIN
 
ONE MONTH OF ACQUISITION AND 
TO DEAL IN RELATIVELY SMALL
 
QUANTITIES. IN ADDITION, THE PRIVATE 
SECTOR FEELS THAT
 
PUBLIC INFRASTRUCTURE 
ROAD, RAILROADS) IS SIMPLY
 
INADEQUATE TO THEIR NEEDS 
AND EXCESSIVELY DRIVES UP THEIR
 
iRANSACTIONS COSTS.
 

THE CMRP DONORS HAVE PROPOSED AND THE 
GRI HAS AGREED IN
 
PRINCIPLE THAT A SUBSTANTIAL 
AMOUNT OF SEASONAL CREDIT
 
SHOULD BE MADE kVAILABLE IN 1986/37 TO 
THE PRIVATE
 
TRADING SECTOR AS WELL AS 
TO THE FARMER-OWNEO
 
COOPERATIVES INTERESTED 
IN STORING GRAIN FOR LATER SALE
 
AS WELL AS COLLECTING MEMBERS' GRAIN FOR 
IMMEDIATE SALE
 
TROUGH PRIVATE CHANNELS. THE GRM REQUESTED 1.5 BILLION
 
FCFA IN ADDITIONAL 
CREDIT LINES AND GUARANTEE FUNDS TO
 
LAUNCH SUCH A PRIVATE SECTOR PROGRAM.
 

F. EXPANSION OF CREDIT
 

A SERIES OF MEETINGS BETWEEN CMRP 
DONORS AND PRIVATE
 
SECTOR TRADERS BELONGING TO THE CHAMBER OF COMMERCE WERE
 
LAUNCHED AS 'TOON AS THE GRM WILLINGNESS TO SUPPORT
 
GREATER PARTICIPATION OF THE 
PRIVATE SECTOR IN THE GRAIN
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FM AMhlBA;SY BAMAKO 


TO SECSTATE WASHUC IMMEDIATE 7456 


VNCLAS SECTION 07 OF 07 BAMAKO 06658 


ALGAE 


FOR JERRY WOIGIN, AFR/DP 


E.O. 12356: N/A 

SUBJECT: MALI PROGRAM ASSISTANCE INITIAL PROPOSAL 
IN 


NEED TO BE WORKED OUT AND THE INSTITUTIONAL ARRANGEMENTS 

fiNALl2ED, PRELIMINARY ESTIMATES OF COUNTERPART FUN 

REQUIREMENTS ARE APPROXIMATELY 500 MILLION FCFA. 


OISCUSSIONS WITH THE NATIONAL AGRICULTURAL DEVELOPMENT 

BANK (ONDA)HAVE SIMILARLY LED TO THE FORMULATICN OF A 

LENDING PROGRAM FOR GRAIN MARKETING BY FARMERS' 

COOPERATIVES. 
BNDA ALREADY HAS SUBSTANTIAL EXPERIENCE IN 

LENDING TO OVER 900 FARMERS' COOPERATIVES; IT HAS LIMITED 

EXPERIENCE IN LENDING FOR COMMERCIALIZATION. PROVIDED
 
THAT THEIR NORMAL ROD PARTNERS ARE WILLING TO ACT IN
 
PARTNERSHIP IN ASSESSING DEBT CAPACITY OF THE
 
COOPERATIVES, AND THE PURCHASES WHICH OPAM DOES MAKE THIS
 
YEAR (SEE POINT A ABOVE) ARE MADE, IN PRIORITY, FROM SUCH
 
COOPERATIVES, INDA HAS ESTIMATED THAT 50 MILLION FCFA
 
WOULD SE THE IIAXIMUM LENOAELE 
AMOUNT. TECHNICAL
 
DISCUSSIONS ARE UNDERWAY.
 

ALL TOLD, THE AMOUNTS MENTIONED IN FRANCS CFA ABOVE ADD
 
UP (ATAN EXCHANGE RATE OF 320 FCFA PER DOLLAR) TO AN
 
ESTIMATED DOLS. 13 MILLION. 
JUST UNDER DOLS. ER MILLION
 
ARE NOW OR WILL 
SOON BE AVAILABLE TO THE COUNTERPART
 
FUNDS. OTHER DOlIORS
ARE ALSO SEEKING ADDITIONAL
 
FINANCING FROM THEIR RESPECTIVE HEADQUARTERS WITH
 
APPARENTLY REASONABLE EXPECTATIONS OF DOLS. I TO 2
 
MILLION. 
 THE DOLS. 1.6 MILLION IN ESF OR DOLS. I MILLION
 
IN DA WHICH WE ARE REQUESTING HERE WOULD CONTRIBUTE TO
 
CLOSING THE GAP. 
 RATHER THAN SIMPLY MAKING ld
 
UNALLOCATED CONTRIBUTION, HOWEVER, WE PROPOSE TO TARGET
 
OUR ASSISTANCE IN PARTICULAR TO ASSURING THE
 
ESTAILlIHMENT OF VIABLE CREDIT PROGRAMS 
FOR PRIVATE
 
SECTOR TRADERS AND ORGANIZATIONS AND EXPANDING 
THEIR
 
CAPACITY TO RESPOND TO 
THE INCREASED VOLUMES OF GRAIN
 
PRESENTLY COMING ON THE MARKET.
 

4. SPECIAL U.S. INTERESTS 

THE U.S. HAS A SIGNIFICANT STAKE IN THE SUCCESS OF THE
 
MARKET LIBERALIZATION EFFORT 
IN MALI. THE REDUCED
 
INTERVENTION Of THE STATE 
IN THE NORMAL OPERATION OF THE
 
ECONOMY AND THE ESTAFLISHMENT OF AN ENVIRONMENT IN WHICH
 
THE PRIVATE SECTOR CAN EFFECTIVELY FUNCTION ARE POLICY
 
OBJECTIVE: WHIT WEARESUPPTRTII, NOTONLY THROUGHTHE 
CUIRP,BUT ALSO THROUGH AN ECONOMIC POLICY REFORM PROGRAM
 
fPRP). 
OUR PLANNED CONTRIBUTION TO SUSTAINING THE REFORM EFFORT
 
UNDEPTHE206 PROJECT CANNOT,GIVEN THE SEQUENCEOf TWO 

AOMA OtitSE 0! Of 07 O 09 14 : 3312 07 1'8 AIT', 
YEARS Of GOOD PRO|IICI IOP. Of IE-4 IZED [III'VEAi. WE IIAAE 

;DUGHI TERIiTI VE WAY' '0.lTHUS AL ThEU . 10 JlIih WI II 
ITS OONOR-t'uRINER, IN CMiP IN RtIICIING IO ITIVILI TO THE 
SIGNI ICANT CHANGL IN Ci HEAL; '41IH11. ICY Til t1LH S
 
MADE THIS lEAN. 
 MINY DOrIOR1IAL ALREAUY ZUBAIIUTEO
 
CASH FOR PiLINEO FOOD AID OELIVIRIES UNDEN CMRP.
 

IT IS, IN OUR VIEW, OF KEY IMPORTANCE To ASSURE ]HATTIlE
PRIVATE SECTOR INVOLVEMENT TH:S YEAR HAS THE GIST CHAICE
 
POS;IBLE TO SUCCEED. A LES-'HAN-MOEOUATE PERFOFMANCE AT
 
THIS JUNCTURE WOULD RETARD FUIITHER PROGRESS IN OFENING UP
 
THE MALIAN ECONOMY TO PRIVATE SECTOR INITIATIVES FOR SOME
 
YEARS TO COME.
 

S. REQUIREMENTS FORTHE PREPARATION OF PAAD 

WHILE IT MAY BE NECESSARY TO IS[PM AND R FOR A
 

SHORT-TERM CONSULTANT ON CREDIT 
(WEARE CONSIODRING THE
POSSIBIliT( OF EPRP CREDIT COIISULTANT RENE PUETEMANSI, WE
 

00 NOT ENVISION OTHER NEEDS F)R EXTERNAL ASSISTANCE IN
PREPARATION OF THE PUAD. GIVI:N THAT THE PRINCIPAL
 
PRIVATE SECTOR SANK INITISTE) IN THE TRACER
 

CREDIT/STORAGE PRC:RAM IS TsE BANK OF AFRICA/MnLI 
(NOAM),
WE WILL COORDINATE OUR ANALYSIS OF 
THIS PfOGRAI IITH THAT
 
OF THE AID/PRE CONSULTANT MAUlICE OLAEHS 
DUE TO ARRIVE IN
 
BAMAKO NEXT WEEK FOR A CLOSER LOON AT BOAM.
 

GIVEN THAT WE 
WOULD LIKE TO OLIGATE TRIS FUNDING AS SOON
 
AS POSSIBLE -- THE HARVEST IS IN FULL SWING 
-- WE WOULD
 
LIKE TO REQUEST AID/W DELEGATION OF AUTHORITY TO APPROVE
 
PASO IN MISSION.
 

RYAN
 

UNCLASSIFIED
 


