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0. SUMMARAY OLICRIPTION

‘A Structural Adjustment Program Grant in an amount not to exceed eleven
million five hundred seventy five thousand U.S. dollars ($11,575,000) to the
Republic of Senegal, subject to the conditions, covenants- and other terms set
forth in this PAAD, ’3 authorized out of Economic Support Funds. The purpose
of this Program Grant is to assist Senegal to maintain econonmic and political
stability while promoting structural and agricultural reforms needed to
redress the underlying problems of the economy.

Of the $11,575,000 of this Program Grant, $11,075,000 will be a cash
transfer to ‘provide direct budgetary support to the Government of Senegal
(G05), and $500,000 will be reserved for studies and technical assistance in
support of structural adjustment measures being undertaken by the GOS.
Disbursement of the $11,075,000 cash transfer'may be made to the GOS account
in the Chase-Manhattan Bank New York, in two tranches of $6,000,000 and
$5,075,000 respectively.
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Local currency uses will be decided upon jointly by USAID and the GOS.
Sucl: uses will be selected from activities that effect the performance
criteria in the IMF-Ministry of Finance Einancial operations table (TOF). The
basic .principle for sclection is that the local currency will reduce the
Government of Senepal’'s arrears to the banking system and to the private
sector. '

If required, waivers will be recquested on a case-by-case bhasis.

The following conditions precedent an¢ special covenants will in substance
be included in the Program Grant Agreement.

1. Standard Conditions Precedent Lo Release of First Tranche

The G0OS will furnish to A.1.D., in form and substance acceptable to
A.1.D., the standard documentation dealing with'the required GOS legal
opinion, specimen signature, bank account number, and identification of
authorized GUS representatives. '

2. Other Conditions Precedent to Release the First Tranche

a4, Tmproving Policy Reform Management

The GOS will provide confirmation that a procedure is in place for
holding quarterly meelings between USAID and the concerned ministries of the
GOS to discuss (a) progress on agricultural reform and other aspects of
st.ructural adjustient and (b) the status of analysis and decisions related to
structural adjustment measures proposed or being implemented.

b. Damping Imported Rice Gonsumption

The GOS will provide the terms of reference for a study of measures to
reduce rice imports. Such a study will examine, inter alia, (a) bptions for
setting the domestic price of rice, if and when the world price recovers to a
level beyond that reflecting a 25 percent level of protection for
locally-produced grains (millet, sorghum, maize, cowpeas), (b) measures for
reducing domestic consumption of rice as called for in the GOS cereals plan,
and (c) a fiscal instrument for replacing the perequation on imported rice.

c¢. Reducing Agricultural Sector Deficits

(1) The GOS will confirm that SONACOS is actively attempting to collecl
from farmers the peanut seed credit issued during crop year 1986/87 and will

provide a status reporl on repayments to date. If that credit is not repaid
by the farmers, SONACOS will absorb the loss.
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(2) The GOUS will agree to undertake a study|on producer price
relationships hetween cereals and peanuts. Such a study will also examine
price different.ials between Senegal and The Gambia.

(3) The GOS will confirm Lhat an audit of SONACOS has been initiated.

(4) The GOS will agree to undertake an audit of the CSS.

d. Encouraging Private Sector Agro-Industry

The GOS will provide the tecrms of reference of a study on the constraints
limiting the effectiveness of the banking system to support small and medium
scale enterprises.

3. Conditions Precedent to Release of Second Tranche

a. Tmproving Policy Reform Management

USATD will determine that the procedure for holding quarterly meelings
between USATD and the GOS on progress on structural adjustment is funcliioning
satisfactorily.

b. Damping Tmported Rice Consumption

The GOS will provide a draft acceptable to USAID of the study on weasures
to reduce rice imports, and a timetable for establishing a plan of action {or
achieving that end. '

c. Reducing Apricultural Sector Deficits

(1) The GOS will provide evidence that the crop year 1986/87 peanut secd
credit has cither been repaid by the farmers or absorbed by SONACOS.

(2) The GOS will provide a substantive progress report satisfactory to
USAID on the study on producer price relationships between cereals and peanuts.

(3) The GOS will provide a substantive'progress report on the SONACOS
audit.

(4) The GOS will provide a substantive progress veport on the CSS audit.

d. Encouraging Private Sector Agro-Industry

The GOS will provide a summary satisfactory to USAID of the interim
results of the study of constraints on the banking system for channeling
credit to small and medium scale enterprises, and 'will confirm its intenlions
to remove such constraints. C
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4., Special Covenants

a. Damping Imported Rice C: -mpticn

The GOS will adhere to the curcrent timetable for privatization of rice
imports, namely that the private sector will be responsible for 25 percent of
rice imports for the pariod December 1, 1986 - Hovember 30, 1987, and for the
entire quantity of commercial imports for the period December 1, 1987 -
November 30, 1988, except for CPSP imports for mandging the security stock of
60,000 MT.

b. Reducing Agricultural Sector Deficits

Based on the sugar production study and the CSS audit, the GOS will
implement its plan for reform of the sugar sector. '

2701P
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Abbreviations and Acronyms

Afrvica Kconomic Policy Reform Zrogram

Banque Centrale des Etats de L'Afrique de l'Ouest
Caisse de Péréquation et de Stabilisation des Prix
Caisse Centrale de Coopération Economique (French aid fund)

CrA {ranc (monetary unit of the West African Monetary Union) 1/

.Compagnie Sucriére Sénégalaise

kKxeculive Committec Project (Program) Review

Economic Supporl Fund v

Lnternational Bank for Reconstruction and Devélopment

Lnternational Monctary Fund

Institul Sénégalais de Recherches Agricoles

Gross domestic product

Office National de Coopération et d'Assistance pour le
Développement

Policy Framework Paper

Rural Development Agency

Société Africaine de Raffinage

Special drawing rights (IMF)

Société Electrique et Industrielle de Baol

Société National de Commercialisationi des Oléagineux du Sénégal

Wesl African Monetary Union

1/ Current exchange rate is CFAF 330 pcr'USS.
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I. Executive Summary

A. Amount, Purpose, and Grantee

USALD/Sencgal recommends authorization of an Economic Support Fund
Structural Adjusiment Grant (ESF-V) of $11,575,000 to the Republic of
Senegal. Of the grant, $11,075,000 will be in the form of a cash transfer for
budgetary support Lo be relecased in two tranches of $6,000,000 and 5,075,000
when conditions precedent Lo each tranche are met; and $500,000 will be
reserved to support the identification and selection of policy options related
to the purpose of the grant.

The purpose of the grant is to assist the GOS to attain economic growth
and maintain political stability while promoting a package of structural
adjustment measures related to cereals policy and the reduction of price
subsidies arising from GOS commitments to support agro- induslry (pacticularly
sugar and peanuts).

B. Program_Summary

ESF-V builds on the accomplishments of ESF-1V and points our resources Lo
the crit.ical challenge of implementing the policy reforms that the Senegalese
Government now has in place. After two years of implementation experience and
cosiderable propress on the policy reform package agreed to at the
Consultalive Group mecting of December 1984, we are now in a better position
Lo pinpoinl Lhe reforms that are most critical and.to appreciate which ones
are the most difficult Lo carry througsh. We are also beginning to see Lhe
strains and contradict.ions inherent in any serious reform process, as Lhe
donors and the GOS move from identifying and correcting the most obvious
distortions Lo working out the implementation details and tracing through the
full implications of reforms in individual sectors and subsectors. We are
sat.isf{ied with the pace of reforms and the pregress the GOS has made in the
most essential areas covered by KESF-1IV conditionality (domesiic rice
privatizalion and CPSP dismantling with respect to the peanul sector) bhut we
remain concerned with the agro- industry deficits.

Since the desipn of ESK-1V, a GO0S/World Bank/IMF Policy Framewbrk Papor
(PFP) and a Cereals Plan have been formulated to guide the policy reform
process. The PFP (World Bank document Sec M 86-1143, 10/15/86) was nepotiated
with the GOS as the basis for Senegal's first allocation out of the 1MK World
Bank structural adjustment facility. The PFP encompasses two key siralegies:
the promot.ion of private sector initiative through appropriate pricing and
other incentive policies, particularly in agriculture and industry, coupled
with a propressive withdrawal of the government and public agencies {rom
direct involvement in production activilties; and the achievement of preater
efficiency in public resource management through improvements in the
allocation and implementation of public investments, reform of the public
enterprise sector, and strenghtening of government 'finances. The PFP contains
a detailed list of reforms across several sectors and sub-sectors.
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The donor approved-GOS Cereals Plan of June 1986 spells out a sub-sector
strategy for encouraging expanded, more diversified local cereals production
and consumption through producer incentive floor pricing, liberalized private
trading, and artificially high prices for imported rice. As the state
withdraws from direct produrtive activities, farmers will be responsible for
their own decisions and ~roduction costs.

In this setting we propose to use this ESF-V to consolidate our gains and
to target our assistance on a more select group of remaining reforms directly
related to the New Agricultural Policy and the Cereals Plan. The first
objective of ESF-V, which is a logical extension of the basic concept of
ESF-1V, is to improve the management of the reform process to enable the GOS
to reconcile the emerging contradictions, adjust policy actions to actual
responses by producers and consumers, to synchronize the application of the
complex set of reforms under way, and to wield the various policy instruments
at their disposal more sensitively and purposefully. To support this process,
we want to use ESF-V to structure our dialogue with the GOS on the key
agriculture reforms in a more formal setting than hitherto and on the basis of
timely policy studies.

In addition to impr.ved managemeni of the reforms, we will support through
our conditionality two other specific objectives related to rice policy and
agro-industry: (1) damping rice consumption through high prices for imported
cice as a way of encouraging production and consumption of local cereals, and
(2) the reduction of financial deficits caused by subsidized agricultural
production of cash crops kike:suge::.ad'peanutg)which divert resources away
from investments in local cereals and delay stabilization efforts. Thus,
ESF-V will be provided in two tranches tied to specific progress on conditions
and covenants relating mainly to the establishment of a quarterly progress
review procedure and to the identification and selection of options for
addressing issues of cereals pricing and peanut end=sugar subsidies. We will
leave it to the World Bank and the IMF to address the most difficult
stabilization and structural reform °ssues such as further privatization of
rice imports, and restructuring of the peanut processing industry.

C. -Conditions for Disbursement

The $11,575,000 ESF-V structural adjustment grant is providsd to the GOS
to support implementaion of the policy reforms outlined above and described in
more detail in Section V.A below. Disbursement of the $11,075,000 cash
transfer in two tranches will be subject to the.conditions precedent and
special covenants described in detail in Section V.B below. The $500,000
reserved for the identification and selection of policy options will be used
for direct payment by USAID of costs associated with relevant studies and
technical assistance, in consultation with the GOS.

ESF-V conditionality is complemenied by the self-help measures proposed
for the FY 87 PL 480 Title I Loan and the conditionality attached to our new
Agricultural Production Support project, all of which directly support
implementation of the Cereals Plan.
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D. Program Mechanism

The cash transfer of $11,075,000 will be converted to CFAF at the rate of
exchange prevailing at the time of transfer of 3uch of the two tranches of
$6,000,000 and $5,075,000 for deposit to a special account at the Banque
Centrale des Etats de 1l'Afrique de 1'Ouest (BCEAO). Disbursement will be made
from this special account only with USAID concurrence and for purposes jointly
agreed upon by USAID and the GOS

Subject to the availability of funds and mutual agreement of the GOS and
USAID to the terms and conditions set forth in this Program Assistance
Approval Document (PAAD), the cash transfer will be disbursed to the GOS in
two tranches of $6,000,000 and $5,075,000 upon fulfilment of conditions
precedent described below and specified in the Program Grant Agreement.

The Ministry of Economy and Finance will act as the principal implementing
agency.

Concurrent with the siguatur2 of the Program Grant Agreement covering the
$11,075,000 cash transfer, a Limited Scope Grant Agreement will be signed with
the GOS in the amount of $500,000 for direct payment,by USAID of the foreign
exchange and local currency costs associated with studies and technical
assistance related to the purposes of the structural adjustment grant.

E. Local Currency Uses

Local currency uses will be decided upon jointly by USAID and the GOS.
Such uses will be selected from activities that affect the performance
criteria in the IMF-Ministry of Finance financial operations table (TOF). The
basic principle for selection is that the local currency will reduce the
Government of Senegal's arrears to the banking system and to the private
sector.

F. Technical Assistance and Studies

Of the $11,575,000 ESF-V grant, $500,000 will be set aside to support the
policy studies called for in the conditlonality.

II. Mission Objectives

The Mission has two major objectives for this- ESF structural adjustment
grant.

The first is to support the central theme of the Mission program, namely
the development of cereals production as part of agricultural reform outlined
in the GOS's New Agricultural Policy of April 1984 and its Cereals Plan of
June 1986. For USAID, the ESF grant is part of a package that includes the
Agricuitural Production Support project, the Irrigation and Water Management
11 (Bakel) project, the future Southern Zone Water Management project,
technical assistance to the millet transfeormation project, and support to the
Senegalese Institute for Agricultural Research (ISRA). Within agriculture
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policy, we have two sub-objectives: reducing demand for rice imports by price
restraints on demand for rice and by encouragement of millet production; and
diversification of crop production away from peanuts into maize znd cowpeas.

The second major objective is to reduce or eliminate the financial drain
on the GOS treasury of price subsidies arising from GOS commitments Lo support
agro-industry (sugar and peanuts).

A parallel institutional objective is to develop a more structured
framework for the policy dialogue between the Mission and the GOS through the
creation of an interministerial working group on pollcy reform within the GOS.

III. Current Economic Situation

A. Gross Domestic Product

In 1986, GDP rose by 13.5 percent, reflecting an increase in real
(constant price) terms of 4, 9 percent (according to the World Bank) and an
overall price inflation of 8.2 percent. However, the underlying trend of
Senegal's economy in the early 1980s has been one of near stagnation: the
average annual growth rate from 1979 to 1986 in aggregate GDP is estimated at
2.3 percent, significantly less than the population growth rate nf 2.9 percent
(see Annex 1, Table 1). -

O0f the major productive sectors, agricultural production has fallen in
drought years and more-or-less recovered in subsequent years of adequate
rainfall., Agricultural production suffered from severe drought in 1984 but
did much better in 1985 and in 1986 when rainfall was adequate .although uneven
and there was a positive response to policy changes.

Industrial output has been stagnating over the medium term but picked up
during the first half of 1986 (see Annex 1, Tables 2 and 3). Mining output
rose from 1983 to 1985 b+ at a slower raie each year. Production of the
peanut oil crushing milts recovered slightly in,1985 from the drop in 1984,
but rose more sharply in 1986. Other industrial output reacts to fluctuations
in agriculture both in response to the availability of supply of inputs from
agriculture into industrial processing and in response to consumer demand
generated by agricultural incomes. Production of the leather and textile
industries rose in 1986. Production of the metal industries declined. The
initial effects of impori tariff raductions and removal of quantitative
restrictions implemented in July 198¢ are likely to be disadvantageous to
local industrial production.

B. Agricultural Production

After the severe fall in agiicuiivial prodiction in 1984/85, the last two
crop years, 1985/86 and 1986/37, have been relatively good (see Annex 1, Table
4}. Agricultural output results were poor in the 1984/85 crop year because of
a severe drought in 1984, 1In 1985/86, millet production reached high levels
(950,000 MT) because of adequate ains in most parts of Senegal in 1985 and
because of two major policy changes: (a).removal of restrictions on
in-country movement of cereals; and (b) setting of a floor price for
procurement .of cereals (millet; sorghum, and maize). The floor price for
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millet was maintained despite the good size of the crop. However, peanut
production was meciocre (600,000 MT) and sales to the oil mills for crushing
came to only 340,000 MI. Cowpeas made a spectacular entry as a major crop.

In 1986, the rains were uneven and there was some crop damage from
grasshoppers. Millet production was held back by late rains and production
for 1986/87 is expected to be average. The financial requirement to maintain
the floor price for cereals is still uncertain. Peanut production is high,
and is expected to be well above the previous year's crop. Delivéries to the
0il crushing mills will also be high - and costly to the GOS in terms of
effective subsidies on exports of peanut products. The deficit on the peanut
crop will be considerably higher than the previous year's and will be at the
charge of the GOS if *he GOS's new Peanut Guaranty Fund is not financed by the
donors.

Maize production is growing steadily. Cowpeas have a great potential.
Production of rainfed rice in Casamance and irrigated rice in the Senegal
River basin is also growing steadily.

Sugar cane production at Richarc Toll in the Senegal River basin was close
to 700,000 MT in 1985/86, sufficient to supply the entire input for the
production of refined sugar by the French-owned Compagnie Sucriére Sénégalaise
(CSS), which came to about 65,500 MT in 1985/86. However, the production
costs are extremely high and the CSS runs increasingly heavy deficits despite
domestic refined-sugar prices three times the world price. The cumulative
claims on the CPSP (price equalization and stabilization fund) to cover the
deficits of the CSS came to CFAF 8.7 billion in December 1986.

C. World Price Changes and the Balance of Pavments

Declines in world price levels have affected Senegal's balance of payments
and budgetary situations both positively and negatively. On the positive
side, the costs of Senegal's imports have been reduced by declines in
petroleum prices, in rice and wheat prices, and in the U.S. dollar exchange
rate. These price declines have helped reduce the balance of payments deficit
and have had positive effects on the GOS budget through increased profits
accruing to the oil refinery (SAR) and positive perequations accruing to the
CPSP. On the negative side, the fall in the prices of Senegal's main exports,
peanut products and phosphates, has reduced export receipts and increased the
peanut sector's claims on the GOS budget. The 1985/86 deficit of SONACOS will
be covered by payments of past positive perequations from the CPSP and SONACOS
profits on vegetable oil sales in Seaegal; but the GOS has established a
Peanut Guaranty Fund through which it hopes to cover the peanut seclor's
deficit next year. '

According to preliminary estimates of Senegal's balance of payments for
1985/86 and projections for 1986/87 (see Annex 1, Table 5), the values of both
exports and imports are projected to decline in 1986/87 in dollar terms '
because of the fall in world prices. The trade deficit is projected to fall
by 25 percenL, from -$221.8 million in 1985/86 Lo -$167.4 million in 1986/87.
Net invisibles (before rescheduling of interest on public debt) are projected
to turn slightly positive. Net services are projected at -$144.1 million.
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Net transfers (before rescheduling of amortization due on public debt) are
projected at $147.5 million, including $19.9 million of private transfers
(mostly emigrant remittances). With a positive balance on capital account of
$126.8 million, the overall deficit before debt rescheduling is projected at
-$37.2 million. After debt rescheduling, the projection for the overall
balance is positive, at $21.6 million.

The commodity composition of imports is shown in Annex 1, Table 6 and of
exports in Annex 1, Table 7.

D. Public Finance Situation

The GOS had a hard time meeting each end-of-quarter target for performance
criteria in 1985/86 in the IMF financial operations table (TOF) for Senegal.
However, shortfalls on domestic receipts targets through June 30, 1986 were
compensated by last minute inflows from donors, and a new one-year IMF
stand-by was authorized for the period November 1986-October 1987 supplemented
by a structural adjustment facility advance. The performance criteria for the
first two quarters of 1986/87 (through 12/31/86) also have been met. The most
recent projections for the TOF are shown in Annex 1, Table 8.

Domestic receipts increased in FY 1985/86 by cnly 7.2 percent over the
previous year's level (see Annex i, Table 9) instead of the ij.6 percent
initially targeted. Import taxes wece especially far below target, in part
because of the fall in import prices and in part because importers postponed
new imports and clearance of gocds already held in the port in expectation of
the reduction in customs tariffs rates announced in July 1986. Since July
1986, official imports and import taxes have recorded a sharp jump.

Current operating expenditures of the GOS were held pretty much in line
with targets, by more-or-less holding the line on government employment and
salary rates, by choking off current purchases of supporting goods and
services, and probably by increasing arrears on payments due to local
suppliers.

Of particular interest to USAID and the other donors are the budget
surpluses resulting from imports of petroleum, rice, wheat, and vegetable oil,
and the deficits on peanut product exports and on the CSS sugar operation,
since GOS budget shortfalls intensify the urgency of GOS requests for donor
assistance.

The fall in world petroleum prices has provided a windfall profit to the
GOS-owned SAR rafinery estimated at a minirwm of CFAF 45 billion
($136 miliion), which the SAR is supposed to pay into the GOS Treasury in
1986/87. How much the Ministry of Finance wil! be able to hold on to after
the end of the fiscal year is still in question, since the big industrial
consumers of energy, in particular the ICS fertilizer plant, the phosphate
producers, and the fisheries, are all clamoring for reductions in energy
prices to reduce their competitive disadvantage vis-a-vis foreign producers.
The GOS has in fact agreed to examine the claims of the phosphate sector for
adjustments after June 1987.
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Because of the low world price for rice and the high administered internal
consumer price for rice in Senegal, rice imports now result in a positive
perequation through the CPSP of some CFAF 20 billion ($60 million) per year.
This is a boon for the GOS Treasury but it nevertheless raises some problems:

-~ The price margin provides a major incentive for smuggling (re-exports of
rice imported into The Gambia).

- The implicit tax (the positive perequation) is slated to become explicit,
and therefore politically delirzte, in 1988/89.

- The economic (as opposed to the pablic finance) rationale for maintaining
the present consumer price of rice is weakened by the fact that :the consumer
price of rice is greatly in excess of the level corresponding to a 25 percent
rate of protection for domestically produced coarse grains.

In 1985/8¢, the CPSP had a positive perequation on wheat, imported from
France. The fall in world wheat prices has intensified competition among
producer countries to subsidize their wheat exports. 1In the case of Senegal,
the U.S. recently out-subsidized France in cornering the wheat market for
1986/87. The new low price should result in a continuation of an effective
‘positive perequation for the CPSP.

Imports of vegetable oil, like rice, in the past have generated positive
perequations in the CPSP. However, the potential boon for the GOS Treasury
has been pre-empted to reduce the loss of SONACOS on exports of peanut
products. As noted earlier, the loss on exports of peanut products results
from an increase in the procurement price for peanuts in the same year that
world prices fell sharply. As shown in Annex 1, Table 10, procurement prices
in Senegal were raised from CFAF 60/kg (net) in 1984/85 to CFAF 90/kg in
1985/86 while the world peanut price fell from the equivalent ¢f CFAF 152.8/kg
to CFAF 75/kg, turning a CFAF 9.1 billion surplus on exports of peanut
products in 1984/85 into a CFAF 10.5 billion deficit in 1985/86. The
accounting deficit of SONACOS in 1985/86 will be covered in part by CFAF 6.3
billion of payments from the CPSP of arrears on past positive perequations and
in part by the above-mentioned positive perequation on imported vegetable
oil. For 1986/87, the GOS is relying on donor financing (presumably a STABEX
loan) for its newly created Peanut Guaranty Fund to cope with the expected
losses of SONACOS on processing for export of the.peanut crop now coming in.

The high cost of the CSS sugar operation at Richard Toll takes a heavy
toll on Senegalese consumers, on other industrial producers (in
food-processing), and on the GOS budget. The high domestic price of refined
sugar represents even more of a tax on consumers than the rice price. As an
industrial input, the high cost of sugar is a major impediment to the canning
and processing of locally grown fruits and condiments. Refined sugar is sold
at a financial loss even at the high leocal wmarket price, and the GOS Treasury
is obliged to cover the loss by a subsidy (a negative perequation payable to
the €SS from the CPSP) (see Annci 1, tuble 11). The milk processors get their
sugar at less than half the market price, but the CPSP bears the cost of the
subsidy to them. The volume of sugar sold by the CSS during the first half of
the 1980s averaged about 70,000 Ml mer year, having declined from 82,000 MT in
1980/81 to 65,000 MT in 1985/26. Given the high price of sugar in Senegal, it
is estimated that 10-15,000 MT pecr year of sugar are smuggled in from The
Gambia. ’
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IV. Status of GOS Structural Adjustment Program

A. GOS Programs and the New Policy Framework Paper (PFP)

Senegal's structural adjustment program was set out in December 1984 in
the Medium and Long Term Action Plan, which incorporated the April 1984 New
Agricultural Policy. It was subsequently amplified by the New Industrial
Policy statement of February 1986 and by the Agricultural Policy statement and
the Cereals Plan submitted to the donors meeting on the Agricultural Sector in
June 1986. The most recent policy formulation is a new Policy Framework Paper
(PFP) dated September 1986 prepared by the GOS in conjunction with the World
Bank and the IMF as the basis for the first IMF structural adjustment facility
advance to Senegal.

As noted in a recent IMF staff report, the GOS has made substantial
progress in implementing economic and financial adjustment measures since
1983. The economy has been progressively liberalized, agricultural incentives
have been strengthened (in the case of peanuts, perhaps too much, in view of
the world market situation), the overall fiscal deficit has been sharply
reduced, public enterprise reform has been initiated, domestic credit
expansion has been brought under control, and the external payments position
has been improved. Nevertheless, economic growth has been slow, because of
the adverse effect of drought (even in 1985 which was a relatively good
rainfall year) and continuing structural adjustment probhlems in several
sectors. '

The PFP presents "a coherent set of supply-side and demand management
policies designed to alleviate the macroeconomic and structural problems in
the economy, thereby promoting balance of payments adjustment and economic

growth." It covers:

- the GOS public investment pregon;
- agricultural policy;

- industrial policy;

- energy policy;

- fiscal policy;

- parapublic sector reform;

- monetary and credit policy;

- external debt management.

The agricultural policy component of the PFP is the one of most direct
concern to ESF-V conditionality. The PFP (on p.6 of the document) confirms
"that the GOS will vigorously implement its cereals plan, and that with the
abandonment of the past practice of rigid pricing and trading arrangements,
more weight will be given progressively to economic factors in determining
producer prices.... A study will be undertaken with World Bank assistance to
develop a model to facilitate the determination of producer prices, in the
future ", leading to a "review of producer prices of cereals to be put into
effect in the 1987/88 growing season.... Steps will be taken to develop the
processing of coarse grains to respond to local consumer tastes.... The retail
price of rice will be kept at a level that will provide a minimum rominal
protection above import cost of 25 percent to producers of domestic coarse
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grains (other than rice). The GOS "remains committed teo reducing
progressively the involvement of the CPSP in rice operations and to
privatizing rice imports and internal distribution.”

To encourage the development of groundnut production, the GOS intends "to
keep the producer price at a level that would continue to provide adequate
incentives to farmers, while being mindful of world market trends. and
financial constraints.”

The table summarizing the objectives, strategies, and time fréme for the
.macroeconomic and structural adjustment policies specified in the Policy
Framework Paper ic reproduced as Annex 2 below.

B. World Bank SAC Structural Adjustment Credits

The widest-ranging set of effective donor policy conditions was contained
in the Development Policy Letter agreed to in December 1985 by the GOS and the
World Bank as the basis for the second tranche of the World Bank's Second
Structural Adjustment Credit (SAC-II). The World Bank's conditionality in the
December 1985 Development Policy Letter covered the'following areas: .

- agreement with the World Bank on a satisfactory action program for the
development of domestic cereals production;

- adoption of a new draft tariff code satisfactory to the World Bank‘and
consistent with the new industrial policy;

- revision of the export subsidy scheme to an industrial value added basis;

- effective separation of the rice operation from the CPSP, and privatization
of importing and internal marketing of rice consistent with the principles
outlined in the letter of Development Policy;

- satisfactory review by the World Bank of the first three-year (1987/88
1989/90) public investment program;

- agreement on a satisfactory action program for policy and institutional
reform in the industrial sector.

The GOS managed to meet the condltlons considered essential by the World
Bank for releasing the second tranche of SAC-II at the end of June 1986, but
with some important compromises of initial World Bank positions intervening in
the 18-month implementation of the policy package. The GOS is, on the whole,
moving along the policy track agreed upon with the donors, but at different
speeds for different policies. The major compromise was taken in regacrd to
progressive privatization of rice imports, by postponing initial deadlines for
carrying out the successive steps agreed to in January 1986.

The World Bank's thicd structural adjustment credit (SAC-111), which is
expected to be in place by June 14987, will have three main themes: increasing
the produclivily ol managemenl of Lhe public sector; sLimulaling private
investment; and improving financial intermediation. Details are not yet
available.
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C. Other Donor Assistance

As indicated in the TOF (Annex i Yuole 8), the entire capital
expenditure of .the GOS ic financed by donor grants or loans. As estimated by
the GOS and the IMF in the TOF, projected disbursements of donor assistance
(excluding debt rescheduling) for 1986/87 come to CFAF 70.0 billion
(equivalent to $212 million at an exchange rate of US$1 = CFAF 330): CFAF 15.0
billion of grants, CFAF 53.8 billion of loans and CFAF 1.2 billion of net
drawings on the IMF., Including debt rescheduling, total aid is projected at
CFAF 89.7 billion ($272 million).

As estimated by USAID/Senegal from a su » of donor missions ‘in Dakar,
commitments of donor assistance came to $747 nillion in CY 1986, $470 million
in grants and $377 million in loans. Multilateral donors accounted for $24.
million, and bilateral donors for $501 million (see Annex I, Table 12).
France was the largest donor ($216 million) followed by the World Bank ($124
million), with Italy ($65 million) and the U.S. ($60 million) falling far
behind.

D. FY 1986 USAID Programs

1. ESF-1IV

ESF-IV conditionality was formulated in order to ‘keep the attention of
the GOS on implemention of specific elements of the wider policy package
contained in the Medium and Long Term Action Plan negotiated with the GOS by
the World Bank, the French, and ourselves in 1984. The total policy packape
is a crowded one, with different deadlines.for the various components. The
GOS is now moving the policy package forward as a whole, but with the
components progressing at different rates of speed as some of the deadlines

slip.

The GOS has fulfilled the greater part of the conditionality of ESF-1V.
It met the conditions precedent for two tranches as set in the Grant Agreement
and it has fulfilled what USAID/SENEGAL considers to be the key special
covenants: (a) the GOS initiated progressive privatization of the rice import
system; and (b) it started the process of dismantling the price stabilization
system by removing the peanut sector from the operations of the CPSP. A check
list on the status of ESF-IV conditionality as of 1/15/87 is presented in
Annex 3.

ESF-1V conditionality was focused on four policy themes:

- reorganization of the imported rice sector;

- phasing out of price equalization;

- .reducing the deficits and cleaning up the credit arrears of agro-industcy
(in particular peanuts and cotton); and

- under the heading of agricultural inputs, guaranteeing that no new state
credit program for fertilizer sales would be established for the three-year
period from initiation of ESF-IV.
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a. Reorganization of the Tinported Rice Sector

The Caisse de Péréquation et de Stabilisation des Prix (CPSP) is
up-to-date on payment of CFAF 10.0 billion in arrears on customs duties owed
to the GOS Treasury and on collection of CFAF 0.4 hillion of arrears on
repayments by distributors of credits on earlier rice sales, as called for by
ESF-1V Special Covenant 4.2.B.4.

A plan for the progressive privatization of the rice importing and
distribution system called for in ESF-IV conditionality and in the World
Bank's SAC-II was negotiated by the GOS and the World Bank in the spring of
1986. The relevant section of ESF-IV Special Covenant 4.2.B states: "The
Grantee agrees: (1) To announce by February 1986 that Senegal will
progressively privatize rice import operations and internal distribution
beginning in July 1986 through the elimination of a quota system.™

The current plan for privatization of rice imports, announced on
September 4, 1986, is unambiguous with respect to intesrnal distribution: The
quota system has been eliminated and any licensed trader is eligible to buy
rice from the importer(s) for wholesale and retail distribution within
Senegal. The plan for progressively turning over importation of rice Lo the
private sector is as follows. For the period December 1, 1986 - November 30,
1987, the private sector is to be responsible for 25 percent of rice imports,
as reconfirmed on January 19, 1987 with the announcement that the private
sector would begin importing the first 25,000 MT of its 85,000 MT allotment in
March 1987. The private sector's rice will pass through the CPSP ‘which will
impose a perequation tax based on the average price of the CPSP's rice imports
(75 percent of the total). For the pericd December 1, 1987 - November 30,
1988, the private sector will import the entire quantity of rice needed,
except for CPSP imports for managing the security stock of 60,000 MT.

One of ESF-IV's special covenauats (section 4.2.B.5 of the Grant
Agreement) calls for regional retail sales prices of rice (to be considered as
maximum prices and not as fixed prices) that will reflect adequate margins and
the full cost of transport. The specification of "adequate margins" was
intended to ensure that private sector traders would not be squeezed. The
specification of "full cost of transport' follows from USAID's position that
prices ought to reflect geographical differences in .transport costs for
rational economic decision-making. In the event, the GOS did not act
according to special covenant 4.2.B.5.

The GOS's philosophy concerning regional pricing is that equity requires
that access to basic consumer goods (such as rice) or basic inputs to
agriculture (such as fertilizer) should be available at close to the same
price throughout the country. In the case of rice, prices are not uniform
throughout the country but the differences are much smaller than would be
warranted by differences in transport costs. For example, the present CFAF
9/kg spread between the official consumer price in Dakar (CFAF 160/kg) and the
official consumer price in Bakel (CFAF 169/kg) is considerably less than the
actual transport cost (around CFAF 22/kg). The CPSP absorbs the bulk of the
transport cost. In fact, however, the price difference in that particular
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case is partly irrelevant since Bakel is o rice-growing area which exports
rice on an artisanal basis to Mauritania and occasionally to nearby areas in
Mali.

It can be argued that absorptica of transport costs on rice by the CPSP
to the Sine Saloum area of the Peanui Basin reduces the competitivity of local
production of millet. 1In fact, in this area also the direct relation between
the official price of rice and the price of millet is partly irrelevant since
the real competition is with rice smuggled in from The Gambia and sold at
prices well below the official Sencgalese consumer price of rice.

There are, of course, fluctuutions zbove the official price of rice in
any particular market place depending on tlie level of supply immediately
available. 1In Dakar itself, CFAF 160/kyg standard broken rice sells at
CFAF 170 to CFAF 175 if supplies awe tiglt., Fluctuations in the interior are
likely to be wider.

b. Phasing Out of Pricc i .ication

Progressive dismantling of the purice equulization system is technically
in process: the operations of the peanut sector hdve been removed from the
CPSP; and a plan has been established for eliminating the role of the CPSP in
rice imports by December 1, 1988. However, the underlying short-run problems
still remain: how to replace the rice 7orice perequation by a tax when the
consumer price of rice in Senegal is fixed at twice what is now the world
price; and how to deal with the problem of the deficit of the peanut sector
resulting from maintaining a domestic procurement price for peanuts 50 percent
above the world prire. No plan has yet been formulated for eliminating the

other functions of the CPSP.

ESF-IV Special Covenant 4.2.C has five elements: ...(1) to establish
before December 1986 a plan for phasing-out before October 1987 fixed producer
prices of export crops in favor of a flexible floor price mechanism; (2) to
complete before December 1986 a cstudy on the feasibility of replacing price
equalization by a fiscal instrument (e.g. export taxes, tax rebates, internal
taxes); (3) to covenant to perform or cause to perform before December 1986 a
detailed review of the production costs of agro-industry being subsidized by
the CPSP with a view to establishing by March 1987 a timetable, including all
sectors covered by the CPSP, for reducing the CPSP's price supports; (4) to
replace, by July 1986, price equalization on imported rice with a special tax
that will be readjusted periodically; and (5) to enforce timely payment, at
least through CY 1986, by oil crushing firms of all customs duties and taxes
on imported vegetable oil and on exported groundnut oil."

Only the last of these is on track. No work has been done on designing u
plan for replacing fixed producer prices of export crops with a flexible floor
price mechanism, or on replacing price egualization by a fiscal instrument.
Nor, is a mechanism yet under desigl. fov ceplacing price equalization on
imported rice by a special tax, whose introduction is now postponed until
December 1988 under the arrangeiciit worked oul eavlier this year between the
GOS and the World Bank when it Lecume cvident that immediate privatization of
rice imports (as distinct from liberalization of the system for domestic
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distribution of imported rice) raised insurmountable short-run d1ff1cult1es
Beyond December 1, 1988, the perequation is to be replaced by a fiscal
instrument whose mechanism and basis have still to be defined. The instrument
will be a tax when world prices are below the fixed domestic consumer price
and a subsidy when world prices are above the fixed domestic consumer price.
(Under the conditionality of the World Bank's SAC-II, the domestic consumer
price of rice must incorporate protection of at least 25 percent compared with
the floor price for domestic production of millet, sorghum, and maize.) As
will be discussed in Section IV below, our concern is now more focused on what
will happen if and when the positive perequation is eliminated by a rise in
the world price of rice than on getting the CPSP out of its importing role for
the time being.

Our current interest in the third element: of Special Covenant 4.2.C is
reducing the drain on the CPSP (and therefore on the GOS Treasury) due to
losses incurred by the sugar sector. As of 10/31/86, the French-owned
Compagnie Sucriére Sénégalaise (CSS) had accumulated an accounting deficit of
CFAF 8.7 billion, which is supposed to be reimbursed by the CPSP. By the end
of 1986/87 (June 30, 1987), the accumulated deficit will be in the
neighborhood of CFAF 14-15 billion). The current Ministry of Finance position
is that it recognizes its responsibility for paying the CPSP's arrears but is
in no position to reimburse more than CFAF 2 billion this year. The position
the Ministry of Finance would like to tske is that it will not contemplate
settling its accumulated arrears toward the CSS until the CSS comes up with a
plan for eliminating the negative percquation within a definite time frame
(1-2 years). However, the GOS has taken no specific action on performing or
contracting out a study on production ccsts. In the meanwhile, the French
Caisse Centrale has recently completed a study of the CSS operation at Richard
Toll. The study claims that the CSS could be restructured (with some new
investment by the French owners, ialui:sted donors, and the SOFISEDIT) to
produce sugar at a cost that would not require a subsidy.

c. Agro-Industry

ESF-IV Condition Precedent 2.2.& ciiiled for elimination of price
equalization on exported peanut products and on domestically-consumed
vegetable oil, in other words removal of the peanut sector from the CPSP. The
operations of the peanut sector have indeed been removed from the functions of
the CPSP, leaving the oil-pressing firm SONACOS as 'the entity incurring the
deficit on exports of peanuts and peanut products. In 1984/85, when the
oil-pressing firms were not getting their normal share of the peanut crop
because of several anomalies in the structure of fixed prices, peanut
procurement prices were raised sharply, in part to encourage sales by farmers
into official channels. The domestic producer price of peanuts was raised to
CFAF 90/kg in 1985 from a net of CFAF 60 (CFAF less a retention of CFAF 20/kg
to cover peanut seed supplied on credit). Unfortunately, the world price
dropped by over 50 percent in 1985/86. The record of domestic procurement
price compared with the CFAF equivalent of the world price for peanuts,
adjusted for fluctuations in the US dollar, is as follows {in CFAF/kg):
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1533/84 1984/85 1985/86
Procurement price (net) in Seiigcl. 50 60 90
World price (CFAF equivalent) 133 153 75

With processing costs added, tiie effcct was to turn the peanut sector's
surplus on exports of CFAF 9.1 billion in 1984/85 into a deficit of CFAF 10.5
billion in 1985/86 (see Annex 1, Table 10).

ESF-IV Special Covenant 4.2.D states: “The Grantee shall confirm: (1) that
there will be no more direct Crantee subsidy to oil crushing firms (with the
possible exception of the seeds scctor) agrer the end of 1985; (2) that crop
credit, due on the seed stock for thc 1984/85 crop year, will be fully
reimbursed by the end of June 1986",

This year, there will indeed be no direct GOS subsidy to cover the deficit
on exports of peanut products; the deficit will be met by SONACOS out of past
positive perequations owed to it by the CPSP and out of SONACOS profits on
domestic marketing of imported vegetable oil. However, with domestic
procurement prices plus processing costs 50 percent above the world price,
SONACOS will not be able to continue covering the deficit on peanut product
exports. The President of Semegal has several times arnounced that the CFAF
90/kg price will be maintained through the 1986/87 agricultural campaign. The
following year, being an election year, is not likely to see a reduction in
the domestic peanut procurement price. Unless world prices recover, Senegal's
peanut sector will continue to run a heavy deficit. Since it is ;n no
position to cover the deficit, the GOS has now established a Peanut Guaranty
Fund, to be financed by SONACOS'S profit on the import of vegetable oil and by
a contribution from the donors. 1In the short run, the GOS hopes to tap the
EEC/Lomé Convention export stabilization fund, STABEX, as a donor source.

2. PL 480 Title T

FY 1986 PL 480 Title I prosicid +9.5 million of rice to .Senegal. Local
currency proceeds are being used (a) for support of the fectilizer subsidy
program (in conjunction with fundlng from the EEC food aid Common Fund), (b)
for support of the cereals floor price, (¢) for partial funding of in-country
transport of Title II grant food aid, and (b) accelerated retirement of the
ONCAD debt. Self-help measurec focuced primarily on deregulation and
liberalization of cereals marketing and establ1shment of the floor price
system for cereals.

For FY 1987, we are proposiny a %iC.0 million rice import program under
Title I. Proposed FY 1987 Fi 480 Title .I self help measures are described in
section V.B.5 below (and in Anncx 4).

3. Apgricultural Productic.. S.ppoct Frotect
. N\ 3

USAID/Senegal's Agricultural Production Support (APS) project (685-0269)
is our newest direct project intervention in support.of the GOS Cereals Plan.
The main objective of the 5-year APS project is to facilitate privatization of
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distribution of agricultural inputs and multiplication of cereals seeds in
Senegal. This will be supported by (a) technical assistance, training and
commodity procurement for a seed multiplication program, (b) establishment of
a revolving fund to expand input supplier credit through the commerciai banks,
(c) an educative media campaign, and (d) upgrading of agricultural statistics.

Conditionality attached to the APS project is described in section V.B.5
below (and in Annex 4).

V. ESF-V Program Description

A. ESF-V Objectives

The basic thrust of our ESF-V conditionality is unchanged from ESF-IV.
The Mission's central structural adjustment objectives are two-fold: (a)
primarily to support the main thrust of the current USAID policy dialogue in
Senegal, namely cereals policy as part of agricultural reform; and (b)
secondarily to help reduce or eliminate the financial drain on the GOS
Treasury arising from price subsidies on production of agricultural
commodities other than cereals. The major policy themes of ESF-1V, are
retained, but our emphasis reflects the progress made under ESF-IV and the
implementation requirements for the coming year. For this reason we are
redefining our policy themes slightly, as follows:

- improving policy reform management

- damping imported rice consumption;

- reducing agricultural sector deficits;

- encouraging private sector agro-industry.

1. Improving Policy Reform Mznzgement

We propose, as a condition precedent to release of the first tranche of
ESF-V, setting up a formal procedure for holding quarterly meetings with the
GOS to discuss progress on (a) relevant aspects of the entire economic policy
package supported by ESF-V and PL 480 Title I, and (b) specifically on the
status of studies that we consider essential for further policy change. These
studies will deal inter alia with the future of rice imports, with pricing of
donmestic cereals, with production costs of the sugar company, and with other
aspects of structural adjustment. We propose making progress on these studies
and resulting action plans part of our ESF-V conditionality. We also propose
to earmark $500,000 of the grant for contracting out such studies as necessary.

Our formal GOS counterpart in these quarterly meetings will be an
interministerial working group consisting of high level officials of thé
Ministry of Economy and Finance, the Ministry of Planning and Cooperation, and
the Ministry of Rural Development. Once the system is in place, the quarlerly
meetings also can be used to broaden the range of policy discussion beyond its
initial focus on cereals policy and related agricultural policy issues, to
encompass other aspects of the GOS/World Bank/IMF PFP (Policy Framework Paper)
and new issues as they arise.
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2. Damping Imported Rice Consdmptiun

In the context of cereals policy, our concern with rice imports this
coming year is primarily to divert ccnsumer demand from imported rice to
domestic grains (millet, sorghum, maize, and cowpeas). Maintaining the
internal price for rice at its present highllevel by Government fiat clearly
serves that purpose. We consider the removal of restrictions on internal
distribution of imported rice thrcugh the elimination of the system of:
allocations to politically favored traders under the old quota system to be of
greater internal political and economic importance than changing the pattern
of the import trade itself. Eliminating the quota system introduced a healthy
measure of needed competition into the wockings of the private sector in
Senegal and reduced the scope for corruption. We therefore feel less urgency
about getting the private sector into the international rice import market
than we did a year ago since the current system meets, in an administratively
painless manner, both of our central objectives: dampening demand for
imported rice to protect the market for locally-produced grains; and reducing
the GOS fiscal deficit.

It should be kept clearly in mind that the mechanism we are all
recommending to protect local production of grains is a system of administered
prices: a floor support price on farm-level procurement; and an administered
consumer price for rice intended to discourage rice imports and to provide a
ceiling price for domestic grain procurement. If the margin on rice imports
due to the administered domestic price were to go as a windfall to private
sector traders, the traders would start shaving the domestic price (as the
smugglers do now) and rice imports would increase. This is one rationale for
a tax, whether collected through the CPSP or some other way; another is, of
course, the fiscal requirements of the GOS.

In this context, we feel no real urgency in getting the GCPSP out of rice
imports, as long as world prices are well below the administered internal
consumer price, in view of the likely administrative complications of an
alternative tax mechanism. TFor example, we can suggest one way of dealing
with the problem of capturing the current windfall, which would be to base the
tax on an announced projected world price for inported rice over the next :
import period (e.g. 6 months), at a rate that would leave a reasonable margin
for the private sector importer. If the importer gets a better price tunan the
GOS projection, he keeps the difference. If the actual average world price
rises above the projection, the GOS rebates an appropriate part of the tax.
Keeping the CPSP in the rice importing business may be a simpler mechanism.

A thornier question is what to do when the world pfice of rice comes back
up to the level of the present internal Scnegalese price, which was set after
much painful political decision-making, in order to reduce the subsidy on
rice. Our recommendation would be to iet the consumer price rise with the
world price once the latter goes beyond tliec level where it provides 25 percent
protection to Senegal's domestic floor prive for cercals, and not to
re-institute a consumer subsidy. '
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For the time being, therefore, we are content with the steps taken so far
on rice stabilization and we will be happy to let the World Bank get out in
front to negotiate an alternative to the CPSP for keeping the windfall profit
fron the administered internal price of rice flowing into the GOS Treasury.

3. Reducing Agricultural Sector Deficits

ESF-IV was concerned with phasing out price equalization primarily to
reduce the deficits on commodity sectors that require subsidies from the GOS
Treasury. However, it is clear from the experience of 1985/86 that
transferring a sector such as peanuts out of the CPSP does not by itself solve
the underlying problem of reducing or eliminating subsidies. Where the
perequation is positive (the equivalent of a tax), the CPSP is now a
convenient mechanism for channeling thessurplus into the GOS Treasury, since
ministerial control of the CPSP has been shifted from the Ministry of Commerce
to the Ministry of Finance. For the time being, therefore, we prefer to
soft-pedal our earlier insistence on dismantling the CPSP and to focus on
sector studies needed to understand ar? o identify options for reducing the
deficits.

Removing the peanut secctor from the functions of the CPSP has served the
useful function of introducing some trvansparency into the operations of
Senegal's most important, and currently its major loss-generating, export
activity. But transparency serves only to increase visibility of the problem
of overpricing farm gate procurement of peanuts in the face of low world
prices for peanut products; it does not provide a solution. The GOS is
attempting to postpone the hard decision to lower the peanut procurement price
until after the 1988 elections by floating its new peanut guaranty fund, in
ttie hope that the world price will recover in the meanwhile. Reducing the
procurement price is another issue on which we are reluctant to push the GOS
hard at this stage, because of the internal political importance of peanuts.
For th : round we intend to show our continued interest in the question in our
policy discussions with the GOS and by including a study of cross-elasticities
of price of peanuats and cereals in our ESF-V conditionality.

4. Encouraging Private Sector Agro-Industry

Among the obstacles to the development of private sector processing of
agricultural outputs are the continuing shortage of bank credit and, related
to it, the limitations on the flexibility of interest rates because of BCEAO
regulations that relate to the whole of the West African Monetary Union rather
than only to Senegal. We propose including in ESF-V conditionality a study on
the banking system that will clarify policy options open to Senegal.

B. Péoposed ESF-V Conditionality

In line with the discussion of objectives in Section 1I, we propose the
following elements of conditionality for the ESF-V Structural Adjustment Grant.
The pollcy themes are as above: improving policy reform management; dampening
imported rice consumption; reducing agricultural sector deficits; and

encouraging private sector agro-industc-.
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1. Standard Gonditions Precedent to Release of First Tranche

The GOS will furnish to A.I.D., in form and substance acceptable to
A.I.D., the standard documentation dealing with the required GOS legal
opinion, specimen signature, bank account number, and identification of

authorized GOS representatives.

2, Other Conditions Precedent to Release of First Tranche

a. Improving Policy Reform Management

The GOS will provide confirmation that a procedure is in place for holding
quarterly meetings between USAID and the concerned ministries of the GOS to
discuss progress on (1) agricultural reform and other aspects of structural
adjustment and (2) the status of analysis and decisions related to structural
" adjustment measures proposed or being implemented.

b. Damping Imported Rice GConsumption

The GOS will provide the terms of reference for a study of measures to
reduce rice imports. Such a study will examine, inter alia, (a) options for
setting the domestic price of rice, if and when the world price recovers to a
level beyond that reflecting a 25 percent protection for locally-produced
grains (millet, sorghum. maize, cowpeas), (b) measures for reducing domestic
consumption of rice as called for in the GOS cereals plan, and (c) a fiscal
instrument for replacing the perequation on imported rice,

c. Reducing Agricultural Sciétor Deficits

(1) The GOS will confirm that SONACOS is actively attempting to collect
from farmers the peanut seed credit issued during crop year 1986/87 and will
provide a status report on repayments to date. 1In the event of non-payment by
the farmers, SONACOS will absorb the loss.

(2) The GOS will agree to undertake a study on producer price
relationships between cereals and peanuts. Such.a study will also examine
price differerntials between Senegal and The Gambia.

(3) The GOS will confirm that an audit of SONACOS has been initiated.

(4) The GOS will agree to undertake an audit of the CSS.

d. Encouraging Private Sector Agro-Industry

The GOS will provide the terms of reference of a study on the constraints
limiting the effectiveness of the banking system to support small and medium
scale entervprises.
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3. Conditions Precedent cu Release of Second Tranche

a. Improving Policy Reform Management

USAID will determine that the procedure for holding quarterly meetings
between USAID and the GOS on progress on structural adjustment is functioning
satisfactorily.

b. Damping Imported Rice Consumption

The GOS will provide a draft acceptable to USAID of the study on measures
to reduce rice imports and a timetable for establishing a plan of action for
achieving that end.

¢. Reducing Agricultural Sector Deficits

(1} The GOS will provide evidence that the crop year 1986/87 peanut seed
credit has either been repaid by the farmers or absorbed by SONACOS.

(2) The GOS will provide a substantive progress report satisfactory to
USAID on the study on produccr price relationships between cereals and peanuts.

(3) The GOS will provide a substantive progress report on the SONACOS
audit.

(4) The GOS will provide a substantive progress report on the CSS audit.

d. Encouraging Private Sector Agro-Industry

The GOS will provide a summar, satisfactory to USAID of the interim
results of the study of constraints on the banking system for channeling
credit to small and medium scale enterprises, and will confirm its intentions
to remove such constraints,.

4. Special Covenants

a. Damping Imported Ri:. ansumption

The GOS will adhere to the Cus-tue Cimecavlie for privatization of rice
imports, namely that the private secto® will be responsible for 25 percent of
rice imports for the period December 1, 1986 - November 30, 1987, and for the
entire quantity of commercial imports for the period December 1,‘1987 -
November 30, 1988, except for CPSP impocts for managing the security stock of
60,000 MT. i

b. Reducing Agricultural Sector Deficits

Based on the sugar production study and the CSS audit, the GOS will
implement its plan for reform of the sugar sector.
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5. Relation to Other Mission Conditionality

As stated earlier, the mair thrust of Mission policy is to support
agricultural reform and the new cereals policy, using as instruments both
progra. and project aid. It is in this context that we have a menu of
complementary conditionalities attached to our ESF structural adjustment
grants, PL 480 Title I loans (self-help measures), and the new Agricultural
Production Support (APS) project grant (sce Annex 4).

Proposed FY 87 PL 480 Title I self help measures deal with: reissue of the
previous year's announcements of deregulation of cereals marketing;
reinforcement of the floor price mechanism for cereals; clarification of
fertilizer policy; clarification of food assessment methodology; and an
increase in GOS budget support for transport costs of Title II food grant aid.

APS conditionality deals with a range of factors. Conditions relating to
cereals seeds emphasize: (a) elimination of subsidies to governmental
organizations distributing seeds; and (b) eventual transfe~ of seed
multiplication to the private sector. Conditions relating to credit include:
(a) exemption from Central Bank (BCEAO) credit quotas of the credit facility
to be established under the project; (b) agreement that no new credit program
will be established by any GOS organization and that existing GOS credit
programs will be amended to reflect the real costs of operating such programs;
and (c) agreement tc undertake negotiations with the BCEAO and the West
African Monetary Urion to provide broader discretion to Senegal in setting
lending interest rates. Other conditions include: (a) establishment and
implementation of a monitoring plan; (b) continued disengagement of the rural
development agencies (RDAs) from distribution and marketing of agricultural
inputs; (c) agreement to refrain from fixing nation-wide prices for input
supplies; and (d) agreement to encourage greater participation of
cooperatives in distribution and marketing of agricultural inputs, but not as
monopolies to exclude the private sector.

C. Implementation and Management Procedure

1. Financial Mechanisms

The ESF-V structural adjustment grant provides $11,075,000 for budgetary
support in two tranches and $500,000 for technical assistantce and studies
related to the purpose of the grant.

Following PAAD approval and signature of the Grant Agreement, and in
anticipation of the fulfilment of conditions precendent, a Program Asisstance
Agreement Abstract will be prepared by the Africa Bureau and forwarded to
FM/PAD (the accounting station) for entry into the Agency's records. This
Abstract will serve as the obligating document until confirmed copies of the
Agreement are received by FM/PAFD. The Mission will prepare a Financing
Request for a Cash Transfer signed by both the Mission Director and a
representative of the Ministry of Finance. FM/PAFD will schedule the payments
through the Federal Reserve Electronic Funds Transfer System to a separate
Central Bank (BCEAO) account in the Chase-~Manhattan Bank in New York or such
other account as designated by the GOS.
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Once the deposits of the cash transfer are made the BCEAO will immediately
create sums equivalent to each tranche of the transferred $11,075,000 in CFAF
in a Special Account ("depot du trésor auprés de la BCEAO/Seregal") at the
Central Bank in Dakar, and will inform USAID/Senegal of the transaction., A
written letter from tiie Tirector of USAID/Senegal to the Treasurer and the
Central Bank will constitute Mission concurrence in the use of the CFAF funds
and permit their release from this Special Account.

The $500,000 will be retained by USAID/Senegal to finance direct contract
study and technical assistance services. The funds will be available

immediately fol.owing obligation and their use will be discussed with the GOS
prior to subob igation. It is anticipated that the final disbursement date
for use of ti.- .¢ unds will be two years following the obligation date.

2., Local Currency Uses

Senegal has employed local currency budget support provided by A.I.D. in
the period 1983 - 1986 primarily to meet its performance criteria under the
IMF Standby Agreement. These are inscribed in the Ministry of Finance's
financial operations table (TOF). The GOS and USAID jointly select from the
TOF specific line items to be financed by local currency. The principal
criteria for selection are that the local currency must both reduce Senegal's
arrears and contribute to productivity and job creation. FY 1986 ESF funds
were used, for example, to reduce GOS debt to the Senegalese private sector.
These repayments also provided needed capital injections to companies,
enabling them to continue or expand their business activity., USAID/Senegal
expects to apply this same formula to determine use of part of the $11,075,000
equivalent in local currency to be available under ESF-V. 1In this way, ESF-V
funds will help meet GOS budget shortfalls and improve financial liquidities
available to the private sector. We therefore propose earmarking the first
tranche for payment by the GOS of arrears to the private sector.

We propose using the second tranche as a contribution to retirement of the
ONCAD debt to the banking system. Our specific reason for the latter is that
it has become increasingly evident from discussions over the last year on the
credit component of both the Agricultural Production Support project and of
the Community and Enterprise Development project that some significant changes
in banking regulations need to be negotiated with the Central Bank of the West
African Monetary Union (BCEAO), in particular greater flexibility for raising
interest ratec. The continued weight of the ONCAD debt on the Senegalese
banking system puts Senegal at a disadvantage in any such negotiations.
Accelerating retirement of the ONCAD debt will strengthen Scnegal's
negotiating position (and our own) in this area and is a necessary step toward
cchabilitation of Lhe Senepoloese banking system. '

3. Audit Considerations

The special provisions of the Continuing Resolution for FY 1987 are met
through the establishment of a Special Account at the BCEAO into which the
total counterpart will be deposited. The uses of the local currencies will be
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as outlined above. Funds may be released only upon the written concurrence of
the Director, USAID/Senegal. Other clauses in the Program Grant Agreement
will require the Grantee: (1) to maintain books and records in accordance
with generally accepted accounting principles; (2) to maintain the records for
three years after the last dollar disbursement; (3) to provide audit rights to
AID; (4) to submit quarterly reports; and (5) to refund to the Special Account
any funds not used for agreed upon purposes. A negative covenant concerning
the use of funds for military or paramilitary purposes will be included in the
agreement.

The Central Bank will provide its guarantee that ESF-V funds will be
utilized only upon mutual agreement between AID and the GOS as to their use.
Following release of first tranche funds from the Special Account, USAID will
receive from the Ministry of Finance a detailed list of private sector firms
receiving payments of arrears to the equivalent of that first tranche of the
cash transfer. Following release of the second tranche, USAID will receive
confirmation (a) from the BCEAO that transfer has been made from the Ministry
of Finance's account for repayment of ONCAD debt and (b) from the receiving
banks that the transfer has been effected.

Such books and records as are related to this activity will be audited
regularly, in accordance with generally accepted auditing standards. and

maintained for three years.

4, Implementation Schedule Timing Action

1. USAID/Senegal authorizes PAAD. Apr 87 PRM
2. Letter sent to Central Bank asking them
to block account pending USAID/DIR

letter authorizing release of funds, Apr 87 PRM
3. Grant Program Assistance Apreement

(GPAA) finalized in French and FEnglish. Apr 87 PRM
4, GPAA signed by USG and GOS. Apr 87 PRM
5. Financing' request prepared (PRM)

and signed by GOS. Apr 87 PRM

6. All CP's are satisfied for first
tranche disbursement and confirmed

in a Program Implementation Letter (PIL). June 87 PRM
7. Financing request countersigned
by USAID/DIR. June 87 PRM
8. Telephone AFR/PD/SWAP to advise that
all documents are signed. June 87 PRM
9. Financing request cabled to AID/W. June 87 PRM
10. Funds transferred from U.S. Treasury
to BCEAO Account at Chase Manhattan. June 87 AID/W(FM)
11. Telephone confirmation of transfer
(AID/W and BCEAO). June 87  PRM

12. Mission Director authorizes Central
Bank by copy of a Program Implementation
Letter (PIL) to the Ministry of Finance to
release funds from blocked account. June 87 PRM .
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Implementation Schedule (cont'd) Timing Action

13. USAID receives confirmation from Ministry

of Finance that funds were allocated

as agreed. June 87 PRM
Steps 5 through 13 will be repeated for the second tranche.

14. Limited Scope Grant Agreement (LSGA)

finalized in French and English. Apr 87 PRM
15. LSGA signed by USG and GOS. Apr 87 PRM
16. Technical assistance negotiated by USAID Apr 87 PRM

5. Mission Management

The direction and implementation of this program are the responsibility of
the Program Office and its Economic Analysis Unit.

6. Waivers
It is conceivable that the needed expertise, experience and relevant
French language facility may not be available in the U.S. If needed, the

Mission will seek a nationality waiver for supply of services,

D. Technical Assistance and Studies

The studies identified in section IV.B above as part of our conditionality
for ESF-V are the following:

(1) Identification of measures to reduce rice imports.

(2) Analyses of producer price relationships between cereals and peanuts,
and of Senegambia price differentials.

(3) TIdentification and analysis of constraints limiting the effectiveness
of the baniiing system to support small and medium scale enterprises.

(4) Audits of SONACOS and CSS.

We expect to be called upon to contribute to the financing of consultants
to help carry out some or all of these and related studies. The $500,000
earmarked for the purpose out of the ESF-V grant will be the source for such
financing.

We expect to have the teims of reference for studies (1) through (4)
established by end-March 1987 and to select contractors (within Senegal, if
possible) by end-April 1987. We would hope to have substantive drafts of the
studies in hand before end-September 1987.

The World Bank intends commissioning two related studies: (1) a still
undefined study to determine future producer prices of cereals (referred to in
the GOS/World Bank/IMF PFP and in the November 1986 IMF stand-by agreement);
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and (2) a banking sector study whose aim is to propose ways of rehabilitating
and restructuring the Senegalese banking system %o make it a more effective
instrument for structural adjustment and economic growth, other than cleaning
up GOS arrears and retiring the ONCAD debt. We will coordinate our proposed
agricultural cross price elasticity study and our proposed banking study with
the related studies undertaken with World Bank funding.

The following is an indicative budget for the studies and technical
assistance component of our ESF-V program:

Code Title $ '000
01 Studies related to rice imports 100
02 Analysis of producer price relationships

between cereals and peanuts, and of

Senegambia price dfferences 100
03 Banking study 100
04 Audits 100
05 Other studies and technical assistance 100
Total 500

VI. Special U.S. Interests

Senegal is a nonaligned, moderate, functioning democracy now in its
twenty-seventh year of independence. Following the peaceful transfer of power
when founding President Leopold Senghor resigned at the end of 1980 and was
succeeded by his Prime Minister, Abdou Diouf, general elections in 1983
returned Diouf to the Presidency for a full five-year term and gave his
Socialist Party (PS) an overwhelming majority of 111 seats in the 120-member
parliament. TCespite the predominance of the PS, there are fifteen other
legally recognized parties which are free to hold meetings, advocate their
platforms, and generally participate in the political life of the country, an
almost unique record in Africa.

The Government has instituted major economic reforms aimed at reducing
state intervention in the agricultural and industrial sectors and at
encouraging the private sector to take its place. These reforms, worked out
in collaboration with the IMF, IBRD, and major western donors, have begun
cautiously, but the results to date are encouraging.

Senegal maintains its position as a positive force for moderation and
reason on the international scene. President Diouf's tenure as Chairman of
the Organization of African Unity saw that regional body infused with a new
dynamism and a new willingness to confront the continent's difficult economic
and development problems. Within the Non-Aligned Movement and in UN fora,
Senegal is playing a role towards encouraging moderate policies and moderate
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leadership. Senegal has in the past provided troops for various peacekeeping
operations, including Shaba II, UNIFIL, and Chad.

Senegal's geostrategic location makes Dakar's air and maritime port
facilities of special importance to the U.S. Senegal is a transport nexus and
entrepot for West Africa, having among the best air, seaport, and
communications facilities in the region. Dakar airport serves as the primary
transatlantic emergency landing site during launchings of the NASA space
shuttle, and has recently handled USAF shipments of emergency military
supplies to Chad. The British Royal Air Force uses Dakar as a refuelling base
for its supply flights to the Falkland Islands.

Senegal represents an island of stability and moderation among its
neighbors. Senegal's tranquil record since independence and its respect for
and encouragement of democratic practices serve as examples for all states in
the region. Helping Senegal preserve this enviable position is in the
interests of the U.S. and other western-style democracies.

U.S. Government interest in and support for Senegal is demonstrated by the
frequent high-level contacts between the two governments. Secretary of State
George Shultz chose Dakar as the first stop on his January 1987 visit to
Africa, and made a major speech on African (specifically Senegalese) economic
reform. President Diouf has been to the United States several times in the
last {ew years, for an official visit to Washington and for various meetings
of the United Nations; each time he has had contacts with the most senior
levels of the U.S. Government.

To sum up, Senegal has a solid political infrastructure and intellectual
heritage, though this heri:age rests on a weak, unstable economic base.
Senegal's influence as a nonaligned country extends well beyond its borders,
and because of its mature, centrist posture, and its quiet but effective role
in international affairs, it is held in esteem by many less developed
countries, Western Europe and the United States.
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Table 1. Senegal: Gross Domestic Product (Sources and Uses),
1981 - Projected 1987
(in billions of CFAF at current market prices)
Estimated Proj.
Sources and uses 1981 1982 1983 1984 1985 1986 1987
Sources:
Primary sectors 121.1 185.7 204.,7 174.1 218.8 292.8 281.9
Secondary sectors 171.6 205.0 235.5 280.3 330.1 347.6 399.3
Mining & quarrying 12.8 10.0 13.7 16.5 20.4 20.7 21.7
0il pressing 4.3 11.3 18.8 19.0 23.8 28.1 34.4
Electricity & water 8.2 11.1 12.8 16.2 18.8 23.1 24.9
Construction 42.8 60.0 71.2 72.3 78.1 85.1 92.8
Other industries 103.5 112.6 119.0 156.3 189.0 190.6 225.5
Tertiary sectors 254.6 316.8 349.3 396.2 434.2 488.3 557.1
Wages and salaries
of government and
households 122.5 136.6 150.0 164.9 168.9 178.3 182.7
Gross domestic product 669.8 844.1 939.5 1,015.5 1,152.0 1,307.0 1,421.0
Uses:
Household consumption 550.3 660.2 729.2 758.1 925.5 986.1 1,065.9
Government consumption 150.7 169.2 186.5 206.8 213.0 224.7 231.1
Gross capital formation 102.4 124.5 148.3 151.8 161.3 183.0 192.9
Changes in inventories 7.7 5.9 3.9 9.9 ~3.5 -3.6 4.5
Net exports ~-141.3 -115.7 -128.4 -110.1 ~-144.3 -83.2 -73.4

Source: Ministry of Economy and Finance, Projections Department (Direction de la

Prévision et de la Conjoncture), December 1986.

best.

These estimates are approximative at



Table 2. Senegal: Quantity of Production of Principal Industrial Commodities,

Commodity Unit
Phosphates 'oooMT
Marine salt '000MT
Canned tuna MT
Shellfish MT
Processed fish iT
Condensed milk '000HT
Natural milk hl
Unrefined oil '000MT
Refined oil 'oooMT
Oilcake '000MT
Lump sugar '000MT
Beer '000h1
Carbonated beverages '000h1
Thread MT
Dyed and bleached cloth '000 meters
Raw cotton '000MT
Leather shoes '000 pairs
Plastic shoes '000 pairs
Petroleum products ‘oooMx
Paints and varnishes MT
Flour (wheat, millet) '000MT
Fertilizer '0ooMT
Soap ' 000MT
Cement '000MT
Assembled vehicles No.
Metal packaging mill. units
Household articles

in enameled metal MT
Electricity mill. Kwh
Water mill. m3
Source:

1981

2075.8
140.0
12203.0
2489.0
25088.0
22.1
11562.0
30.4
19.9
41.2
37.0
177.6
329.4
844.0
1373.0
21.6
620.8
3071.9
632.4
2674.0
88.9
74.1
36.1
396.0
277.0
94.9

2738.0
606.1
63.3

1982

1310.2
160.0
23879.0
2120.0
28858.0
28.8
14200.0
219.1
36.1
273.1
50.1
176.1
287.2
1075.0
7273.0
18.1
878.0
3915.6
542.3
2761.0
80.3
47.0
35.9
375.4
269.0
120.4

3047.0
628.9
67.0

1983

1587.6
170.0
28174.0
1303.0
19632.0
26.4
11055.0
186.3
47.2
276.4
46.2
188.8
257.8
1286.0
4676.0
18.4
705.9
2644 .4
270.9
3124.0
88.9
63.6
38.5
388.2
348.0
143.6

1726.0
669.2
65.6

1981-1984 : Statistics Department, Situation Economique du S&négal, 1984.

1985, 1986: Statistics Department, direct communication.

1984

2078.8
170.0
28719.0
1367.0
12662.0
22.1
12836.0
126.1
31.6
305.0
51.8
163.5
238.0
1875.0
1625.0
9.6
1311.6
2337.6
341.6
2755.0
86.6
63.1
35.0
423.6
504.0
146.4

1269.0
684.6
72.7

1981-1986 (First Half)

1985

2377.0
143.0
27407.0
3480.0
7724.0
23.4
8828.0
81.8
26.3
119.9
111.0
168.0
266.3
1332.0
634.0
36.4
613.1
2384,2
435.9
3289.0
66.5
63.2
29.7
408.2
341.0
139.5

1068.0
756.0
66.2

Jan-June
1986

1271.0
135.0
10355.0
1543.0
9933.0
12.8
3312.0
81.2
13.7
9.4
28.5
79.0
149.2
709.0
716.0
16.1
592.9
1264.5
240.2
1866.0
44.9
24.2
15.1
209.3
137.0
55.7

693.0
354.0
40.1

Tebauas'

av¥d A-4Sd L8611 AJ

L x3uuy

o¢ °d




Table 3.

Industry branch

Mining
.Phosphates

Food processing
other than oil pressing

Food processing
.Fish Canning and preserves
.011 pressing
.Sugar, confectionery

Senegal: Index of Industrial Production, 1981-1986

(1976 = 100)

Textile, clothing & leather industries 12.3

.Textiles
.Clothing and leather

Wood working industries

Paper and cardboard industries

Chemical industries
.Petroleum refining
.Fertilizer, pesticides
.Plastic and rubber products

Construction materials

Mechanical industries
.Machinery and equipment

Energy
.Electricity
.Water

Sub-total excluding oll pressing

Total including oil pressing

Weights
(in %) 1981 1982 1983
18.5 111.0 77.4 77.0
16.2 110.2 69.9 78.5
30.9 116.1 121.2 122.7
43.1 88.5 105.2 109.7
2.8 163.2 181.3 151.0
12.2 18.8 64.3 76.7
13.2 140.5 140.7 138.1
110.4 147.6 136.3
123.3 166.3 153.8
54.1 66.2 60.0
0.5 127.1 140.9 133.0
1.8 120.6 121.0 137.5
11.4 83.5 80.2 73.1
1.6 96.3 80.1 40.9
3.7 72.7 42.6 55.8
2.8 71.8 91.8 75.0
3.3 94.7 91.1 109.0
4.0 61.8 74.3 95.0
1.9 29.4 37.6 43.3
5.1 134.6 141.4 144.3
2.7 132.5 138.0 146.2
2.4 137.0 145.2 142.1
87.8 108.2 108.3 108.4
100.0 97.2 103.0 104.5

Source: Direction de la Statistique.

1984
103.2
106.7
124.4
102.8
139.6
48.0
154.0
137.9
137.4
72.6
124,7

132.0

155.3
149.7
157.4
115.4

107.2

1985
112.6
114.5
130.0
103.2
170.3

35.3
166.1
133.9
155.9

38.3
119.¢C
120.1

77.9

61.3

54.5

120.1

94.1

155.0
165.2
143.5
117.6

107.6

Prelim.
1986

122.9
124.9

172.1
188.7
153.5
122.8

112.9
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Table 4: Agricultural Production, 1981/82-1986/87
(quantities in '000 MT)
Estim. Proj.
Crop 1981/82 1982/83 1983/84 1984/85 1985/86 1986/87
Industrial peanuts:
Production B66.6 1145.4 570.9 500.0 590.4 740.0
Sales 678.7 898.9 347.3 231.8 340.3 460.0
Deliveries in shell
to oil-pressers 517.1 700.9 216 .0 145.0 270.9 400.0
Producer price
(CFAF/Kg) 70.0 70.0 70.0 90.0 90.0 90.0
Edible peanuts:
Production 5.3 18.3 20.7 13.1 10.7 16.0
Sales 4.7 13.7 4.6 3.7 7.3 10.0
Producer price
(CFAF/Kg) 74.5 78.8, 78.8 78.8 95.0 95.0
Cotton:
Production harvested
and marketed 41.0 47.5 30.4 47.0 38.8 25.4
Purchase price
(CFAF/Kg):
1st quality 68.0 70.0 70.0 70.0 100.0 100.0
2nd quality 62.0 62.0 62.0 62.0 90.0 90.0
3rd quality 35.0 35.0 35.0 35.0 55.0 55.0.
Millet-sorghum:
Production 986 .0 585.2 332.0 471.4 950.0 555.3
Sales 31.7 - - 1.7 7.7 8.0
Producer price
(CFAF/Kg) 50.0 50.0 55.0 60.0 70.0 70.0
Paddy rice:
Production 127.0 95.0 101.5 135.8 147.5 128.1
Producer price
(CFAF/Kg) 51.5 51.5 60.0 66.0 85.0 85.0
Maize:
Production 94.8 82.2 61.5 90.4 147.0 93.1
Sales 0.5 - - 0.5 1.4 1.2
Producer price
(CFAF/Kg) 47.0 47.0 50.0 60.0 70.0 70.0
Niebe (cowpeas):
Production 28.7 13.2 8.9 15.7 80.0 45.8
Producer price
(CFAF/Kg) 43,0 43.0 43.0 60.0 110.0 110.0
Manioc:
Production 33.7 9.5 46.1 50.0 31.0 61.0

Source: Ministry of Finance, Projections Department citing Ministry of Rural
Development, Agricultural Production Department.
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Table 5. Senegal: Balance of Payments 1983/84-1986/87
(in millions of US §)

Category 1983/84 1984/85 1985/86 1986/87
Trade balance -221.3 ~-256.6 -221.8 ~-167.4
Exports, f.o.b, 563.5 532.0 482.,7 496.0
Imports, f.o.b -784.,8 788.6 704.5 663.4
Invisibles, net -14,7 -26.8 -8.8 3.4
Services, net ~141.4 ~162.7 ~-153.9 =144.1
Credits 302.8 313.4 328.4 336.1
Debits (including interest due
on public debt) 444 ,2 476.1 482.3 480.2
Transfers, net 126.7 135.9 145.1 147.5
Public (includes amortization
due on public debt) 132.9 130.1 127.1 127.6
Private -6.2 5.8 18.0 19.9
Current account balance -236.0 -238.4 -230.6 -164.0
Capital account 131.5 136.6 138.9 126.8
Public capital ' 129.0 117.6 93,5 88.8
Drawings 209.5 201.2 183.2 201.5
Amortization -80.5 -83.6 -89.,7 -112.7
Private capital 65.5 73.1 46 .4 38.0
Errors and omissions -63.0 -54.,1 -1.0 -
Overall balance -104.5 ~146.8 -91.7 -37.2
Debt rescheduling 75.6 79.5 50.8 58.8
Overall balance after debt resched, -28.9 -67.3 -40.9 -21.6
Financing 28.9 67.3 40.9 -21.6
Arrears - 18.5 -10.8 -7.7
Central Bank 28.9 48.8 51.7 -13.9
IMF 52,1 4.7 -7.6 -0.9
Other -23.2 44,1 44,1 . =-13.0
Exchange rate:
US$/SDR 1.0555 0.9914 1.0975 1.1429
SDR/US$ 0.9474 1.0086 0.9111 0.0749

Source: GOS Ministry of Finance, Projections Department, December 1986.
Converted from SDRs according to rates in IMF, International Financial
Statistics.
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Table 6. Senegal: TImports 1981 - 1986
(value.in CFAF billions, volume in '000 MT, prices in CFAF/kg)
Prelim.
Commodity 1981 1982 1983 1984 1985 1986
Petroleum products 80.8 96.1 90.9 112.6 87.6 46 .9
Crude petroleum
Value 47.1 44,3 29,5 37.8 13.2 27.1
Volume 604.,2 473.7 304.5 383.7 132.6 600.0
Price 78.0 93.5 96.9 98.5 99.8 45.2
Finished products
Value 33.7 51.8 61.4 74.8 74.4 19.8
Volume 386.2 510.7 653.7 706 .9 763.8 313.9
Price 87.3 101.4 94.0 105.8 97.4 63.1
Food products 69.1 72.2 86.6 105.5 97.4 63.1
Rice
Value 27.0 28.1 33.8 34.2 27.3 17.6
Volume 339.8 375.6 380.0 371.9 336.5 318.1
Price 79.5 74.6 89.0 92.0 81.2 55.4
Wheat
Value 5.5 6.8 6.5 7.1 7.1 4.2
Volume 100.5 112.3 116.5 118.5 97.6 100.0
Price 54,5 60.5 56.7 59.9 72.8 42.0
Sugar
Value 7.0 5.1 2.7 2.0 - -
Volume 51.7 51.8 25.6 25.2 - -
Price 135.4 98.1 105.5 79.4 79.4 57.4
Other food products 29.6 32.2 43.5 62.2 73.4 58.8
Beverages and tobacco 4.2 4.9 5.8 6.1 7.2 8.8
Other consumption goods 36.9 50.7 54,2 48.9 54.0 57.8
Equipment goods 32.5 45.0 62.5 47.0 51.7 48.9
Intermediate goods 68.8 82.1 93.8 109.5 120.4 112.5
Subtotal:
Special commerce, c.i.f. 292.3 350.9 393.9 429.6 428.8 355.6
Entrepots and adjustments 19.3 -46.6 -12.8 -12.2 -25.5 -21.1
Subtotal:
General commerce, c.i.f. 311.56 304.3 381.1 417 .4 403.3 334.5
Freight and insurance 37.4 36.5 45,7 50.1 48,4 40.1
General commerce, f.o.b. 274.,2 267.8 335.4 367.3 354.9 294 .3

Sources: Ministry of Finance, Projections Department, citing also CPSP and

BCEAO/Agence.,

1/ 12 percent of general commerce, c.i.f.
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Table 7. Senegal: Exports, 1981-1986
(values in billions of CFAF, volumes in '000 MT, prices in CFAF/kg)

Estim,
Commodity 1981 1982 1983 1984 1985 1986
Peanut products (value) 9.1 42,1 55.5 54.5 23.7 23.6
Unrefined oil
Value 6.2 31.1 36.3 39.3 18.4 17.5
Volume 21.6 151.5 157.9 85.5 40,0 83.1
Price 287.0 205.3 229.9 459.,7 460.7 210.6
Refined oil
Value 0.1 0.3 1.5 3.3 1.0 0.3
Volume 0.4 0.8 5.8 7.0 1.8 0.7
Price 250.0 375.0 266 .6 472.8 555.0 428.6
Oilcake
Value 1.9 10.1 13.6 7.7 4,2 5.6
Volume 31.9 194.9 214 .4 94.8 72.7 125.9
Price 59.6 51.8 63.4 81.0 57.8 44.5
Peanuts
Value 0.9 0.6 4.1 4,2 0.1 0.2
Volume 2.9 4.6 24,7 16.1 0.2 0.7
Price 310.3 130.4 166.0 261.5 500.0 285.7
Phosphates
Value 19.9 18.3 18.7 28.6 27.3 21.0
Volume 1333.4 1102.8 1265.0 1514.0 1575.5 1508.0
Price 14.9 16.6 14.8 18.9 17.3 13.9
Fish (value) - 27.9 30.2 37.3 49.5 54.0 51.1
Fresh fish
Value 17.3 18.5 21.1 28.3 31.0 29.3
Volume 53.9 53.7 53.3 64.3 66.5 70.0
Price 320.9 344.5 395.9 440,1 466 .2 418.6
Canned fish ~
Value 10.6 11.7 16.2 21.2 23.0 21.8
Volume 15.2 15.4 19.6 24.3 25.0 27.0
Price 697.4 759.7 826.5 872.4 920.0 807.4
- Fertilizer
Value 2.6 2.2 4.1 6.7 - -
Volume 130.4 138.0 173.6 173.6 - -
Price 20.0 15.9 23.6 38.7 34,3 29.1
Industries Chimiques
Sénégalaises (ICS)
Value - - - 12.2 18.4 21.0
Cotton
Value 2.0 4.8 8.1 6.9 7.1 5.9
Volume 4,2 10.1 13.6 9.1 10.0 13.2
Price 476.,2 475.3 595.6 758.2 710.0 445 .4
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Table 7 (cont'd).

Commodity

Salt
Value
Volume

Price

Petroleum products
Value

Other (value)

Special commerce, f.o.b.
Entrepot trade & adjust.

General commerce, f.o.b.

38,
33,

135.

139.

[l =]

Sencgal:

180.0
~15.1

164.9

40.8

39.4

207.0
14.4

221.4

43,

37.

244,
24,

268.

Exports, 1981-1986
(values in billions of CFAF, volumes in '000 MT, prices in CFAF/kg)

O~

23,
39,

198.
17.

216.

Source: Minislry of Finance, Projections Department, December 1986.

i

Estim.
_1986__

6.
140.
42.
19.

44,

191.
20.

212.

[eNe)

O o
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Table B. Government of Senegal Financial Operations Table (TOF),
1983/84 - 1986/87
(in hillions of CFAF)

" Program
Funding category 1983/84 1984/85 1985/86 1986/874/
1. Total revenues and grants 201.6 216.1 237.9 267.7
Revenues 189.4 203.9 218.7 252.17
Tax revenue (177.4) (190.1) (185.1) .196.5)
Non- tax revenue (12.0] (13.8) (33.6) (56.2)
Grants 12.2 12.2 19.2 15.0
Capital (6.0) (5.0) (8.0) (9.0)
Other (6.2) (7.2). (11.2) (6.0)
2. Current expenditure 205.3 217.1 220.3 226 .4
Wages and salaries 100.4 106.6 111.8 114.0
Interest due on public debt 36.9 44,4 41.0 41.4
External (36.4) (43.8) (40.3) (40.4)
Internal (0.5) (0.6) (0.7) (1.0)
Other current expenditure ‘
including transfers 68.0 66.1 67.5 71.0
3. Treasury special accounts
other than Caisse Autonome
d'Amortissement (net) -6.9 -4.1 -12.9 -15.3
4. Treasury correspondents (net) 6.2 1.7 1.0 3.3
CPSP - - - 6.3
Other 6.2 1.7 1.0 -3.0
5. Balance on current operations
(1-243+4) 206.0 219.5 -2.3 20.3
6. Capital expenditure 40.3 34.7 33.8 42.6
Budgetary ’ 10.0 9.7 5.8 12.6
Extrabudgelary 30.3 25.0 28.0 30.0
7. Total expenditure and net
lending (2-3-4+6) 246,3 254,2 '66.0 281.0
8. Global fiscal deficit (-)
- (commitment basis) &/ -44,7  -38.1 28.1  -13.3
9. Changes in payment arrears _
(reduction = -) -2.0 -7.6 -9.6 -14.0
"10. Reimbursement and adjustment
of crop credit -20.6 -4.0 -3.0 -15.0

11. Global deficit (cash basis)
(8+9+10) &/ -67.3  -49.7 40.7  -42.3
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Table 8 (cont.). Government of Senegal Financial Operations Table (TOF),
: 1983/84 - 1986/87 '
(in billiong of CFAF)
' ' Program
Funding category 1983/84 1984/85 1985/86  1986/879/
12. Financing requirement 67.3 49,7 40.7 42.3
External financing 36.7 38.0 28.0 50.3
Drawings 35.9 40.9 36.7 74.8
.GOS Treasury 8/ (11.6) (20.9) 16.7 53.8
Other (24.3) (20.0) 20.0 21.0
External debb rescheduling -28.4 ~-31.2 20.9 19.7
Amorlization payments due 29,2 28.3 -29.6 -44.2
Domestic financing 30.6 11.7 12.7 -8.0
Banking syslem b/ 35.2 17.9 19.6 4.0
Repayment of ONCAD debt to bar.g -8.8 -10.0 -8.0 -12.0
Non-bhank borrowing
(long term domestic loans) 1.4 2.0 0.8 -
Other 2.8 1.8 0.3 -
a/ GOS Treasury:
Saudi Arabia - 18.1 - 2.3
Caisse Cenltrale (France) 5.3 2.8 - 12.5
U.S. - - 1.0 3.9
World Bank - - 10.7 12.6
STABEX - - 5.0 8.8
Other 6.3 - 0.0 13.7
Total 11.6 20.9 16.7 53.8
b/ Banking system:
Statutory overdraft 1.9 -0.7 8.4 1.
Caisse Centrale (France) 5.9 7.2 8.0 -
IMF (drawings) 27.1 16.7 17.7 17.2
Structural Adjustment Facility (-) ) (0.0) (6.7)
Other (27.1) (16.7) (17.7) (10.5)
TMF (repurchases) - -8.8 ~16.3 -15.4
Other deposits 0.3 3.5 1.8 1.2
Total 35.2 17.9 19.6 4,0
c/ Relation to GDP:
Gross domestic product (GDP) 577.4 1,101.2 1,229.5 1,362.1
Overall fiscal deficit (-)
(commitment basis) as % of GDP ~-4.6 -3.5 -2.29 -0.98
Overall deficit (cash basis)
-6.9 -4.5 -3.31 -3.10

as % of GDP

As of 12/17/86.



Table 9. Government oi Senegal: Tax and Non-Tax Recelpts by Category, 1§79/80 - 1986/87

(Amounts in Billions of CFAF)

Revised Program
Receipts category 1979/80 1980/81 1981/82 1982/23 1983/84 1984/85 1985/86 1986/87
1. Taxes on income and 3
profits 31.3 29.8 32.4 37.0 41.0 44.3 44,0 46.7
a. Corporate profit tax and
tax on professional income 11.2 10.3 8.9 9.8 10.6 - 13.2 12.1 13.0
b. Tax on wages and salaries 8.8 8.4 12.6 11.9 12.3 13.0 13.8 14.5
c. Tax on capltal income 2.7 2.8 2.1 2.6 3.2 3.6 3.5 4.2
d. Tax on rental income 0.2 0.4 0.4 0.3 1.1 0.7 0.5 0.6
e. Tax on real estate
capital gains 0.2 0.1 0.1 0.2 0.2 0.2 0.4 0.4
f. General income tax 8.2 7.8 8.3 12.2 13.6 13.6 13.7 14.0
2. Eamployers' payroll tax 2,1 2.1 1.6 3.8 4.3 4.5 4.7 5.0
3. Taxes on property 3.3 3.9 3.4 2,8 2.8 2,8 3.3 3.5
a. Real estate taxes 1.3 1.4 1.3 0.5 0.2 0.3 0.0 0.0
b. Regilstration duties 1.9 2.1 1.9 2.2 2.5 2.4 3.2 3.3
c. Mortgage duties 0.1 0.4 0.2 0.1 0.1 0.1 0.1 0.2
4. Taxes on goods and services 40,1 35.6 41.0 48.8 54.2 58.2 58.0 65,2
a. Value added and services 21.5 20,7 25.9 32.9 43.6 48.0 45.6 54.G
b. Specific tax 1/ on . '
petvoleum products Y.5 7.8 7.1 6.2 - - -
c. Other éxcizes - — 4.5 3.9 3.7 4,2 5.1 4.3 4.1 4.0
¢. Tax oa incurance cortracts 1.0 0.8 0.9 1.3 1.2 1.4 1.2 o7
e. Tax oa vehicles 1.1 1.2 1.1 1,2 1.2 1.6 1.6 2.4
f. Business license fees 0.1 0.1 - - - - - -
g. Taxes on alcohol and
cement 2.6 2.1 2.3 3.0 3.1 2.9 2.5 3.0
5. Taxes on foreign trade 52.6 44,6 60.6 71.2 74,2 78.0 73.7 74.4
a. Import duties 49.8 43.1 59.3 69.8 73.2 77.6 73.4 74,0
b. Export duties 2.8 1.5 13 1.4 1.0 0.4 0.3 0.4
6. Other taxes 2/ 1.6 1.6 1.1 1.2 1.6 1.7 1.4 1.7
7. Total tax revenue 131.0 11' .o 140.1 164.8 178.1 189.5 85.1 196.5
8., Non-tax receipts 8.4 7.3 12.2 11.2 12.2 13.8 33.6 56.2
of which:
CPSP - - - - - - - 2.5 -
SAR - - - - - - 19.3 45.0
9. Total receipts 139.4 125.9 152.3 176.0 190.3 203.3 18.7 252,7
Source:  Projertlons Department, Ministry of Finance, August 1986.
1/ “he pecitic tix on petroleum products was replaced by a value-added tax in 1983/84.
2/ tncladineg stamp dutles.
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Table 10. Surplus or Deficit on Exports of Peanut Products,
1983/84 - 1985/86

Category 1983/84 1984/85 - 1985/86
A. Unit cost and price (CFAF/kg):

1. Procurement price:

a, Gross 70.0 80.0 90.0

b. less Retention -20.0 -20.0 -

c. Net 50.0 60.0 90.0
2. Processing costs 24.8 21.5 23.0
3. Total cost 74.8 87.5 113.0
4, World price (CFAF equivalent at

current exchange rate) 133.2 152.8 15.0
5. Surplus (+) or deficit (-) on exports 58.4 65.3 --38.0

B. Peanul equivalent of quantity
of peanut products exported ('Q00MT) 209.5 139.6 275.0

C. Surplus (+) or deficit (-) on
peanut exporls (CFAF billion)[A.5xB] 12.2 9.1 -10.5

Source: Mission estimate,.
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Tahble 11. Sugar Production and
Subsidy Accruing to Compagnie Sucriére Sénégalaise (CSS),

1983 - 1986
Prelim,
Category 1983 1984 1985 1986
A. Quantities (MT) (crop years)®’
Refined sugar:
Product ion 74,973 79,098 73,491 61,500
Consumption (. €8S sales) 72,389 14,807 67{685 59, 108
lmporls (erystallized sugav)b/ 3,985 2,000
Sugarcanc production
at Richard Toll 628,088 569,541 633,634 660,000
Tmports of unrefined sugar
(roux) by CSS 27,613 28,294 12,477
B. CFAF million;
Negative perequation (deficit)
of CSS (calendar years) c/ 1,548Q/ 755 3,050 6,027¢e/
CPSP payments to CSS .
(calendar years) - - 1,650 1,000¢/
Cunulative avrears owed to CSS
at end of period 1,548 2,303 3,703 8,730e/

a/ Crop year 1983 = 1982/83, etc. ,
b/ TImports by €SS. In addition, some 10-15MT are smuggled into Senegal.

¢/ Approximately calendar years.
d/ 1Including balance of CFAF 12 billion on 12/31/82.
e/ Figure as of 10/31/86,

Source:
Production, consumption, and imports:
1983 - 1985: (CSS.
1986: CPSP,

CSS perequation: CPSP,



Table 12,

Senegal:

(in millions of US$)

Donor Assistance, CY 1986 Commitments

a/ Saudi Arabla, RADEA, OPEF, Abu Dabi

B/ Less than $100,000

x Figures not available

Source: USAID/Sr :gal estimates from donor uissipns in Dakar.

Non-project assistance Project assistance Total

Donor Grant Loan Total Grant Loan Total Grant Loan Total
Multilateral 7.8 164.0 171.8 74.4 - 74.4 - 82,2 164.0 246.2
IMF - 57.0 57.0 . - - - 57.0 57.0
World Bank - 70.0 70.0 54.0 - 54.0 54.0 70.0 124.0
UNDP/WFP 5.5, - 5.5 12.9 - 12.9 18.4 - 18.4
EEC 2.3 37.0 39.3 2.6 - 2.6 4.9 37.0 41.9
FAO - - - 4.9 - 4.9 4.9 - 4.9
Bilateral 147.3 67.1 214.4 141.0 145.5 286.5 288.3 212.6 500.9
France 88.3 57.1 145.4 13.1 58.0 71.1 101.4 115.1 216.5
U.S.A. 30.9 9.5 40.4 20.9 - 20.9 51.8 9.5 61.3
Canada - 3.7 - 3.7 17.4 - 17.4 21.1 - 21.1
United Kingdom 0.1 - 0.1 8.1 - 8.1 8.2 - 8.2
Belgium 0.1 0.5 0.6 4.3 - 4.3 4.4 0.5 4.9
Italy 1.9 - 1.9 51.7 11.9 63.6 53.6 11.9 65.5
Switzerland 8.4 - 8.4 3.5 - 3.5 11.9 - 11.9
Netherlands 11.5 - 11.5 3.8 . 3.3 15.3 - 15.3
F.R. of Germany - - - 1.2 11.5 12.7- 1.2 11.< 12.7
Japan 2.4 - 2.4 17.¢ - 17.0 19,1 - 19,4
Arad couatriesd/ - - - . 23. % 23,8 - 23.¢ 23.8
China - - - by 0.5 40.3 x 40.53 40.3
Republic of Korea - - - 0.0b/ - 0.0b/ 0.0b/ - 0.0%/
COMBINED TOTAL: 155.1 231.1 386.2 215.4 145.5 360.9 370.5 376.6 747.1
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wilEX 2

Sunmary and ilwc Tcawe fo. Macroeconomic
and Struclural Adjustment Policies,
1986/87 - 1988/89

(from "Senegal: Polic, ramework Paper 1987-89",
dated September 19, 1986, pp. 12-14)
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1. Agetcultural pulicy

refora
——

4. Cereals policy

b, Croundrut seczor

€. Rural developaxnt
sgencles

2. laduscrial policv refora

Table 1.

Senegal:

Suamary and Tiae frase fur Macroscoroslc

and Structural Adjusteent Pollcies, 1986/87-1988/89

OUbjleccives and Targets

Expand and diverstify dumc
tic production, 4nd reducs
gnvernsdnt {ntervention en{
subsidies.

Prusote fuod securtty, snd
reduce rellance on rice
{mpores.,

Progressively privacize rlce
luports and {ncternal dis-
tetbucion,

Foster producziun and reduce
governaent i{ntervencion.

Restructure and rehabllicace
key agencies.

Racfonalize the lyi:ln of
protection,

Increase expurt fncenclives.

Apply the general ftic.) i
trade lavs to al! reglatec:d
anterpcises,

Inprove buetlni,.
environeent, and {i., .
labor sob{ltey.

year or several years ace noted
2/ Refers to measures slread

1/ Unere a single dace iy indlcated, e wesne that the ;naviquin) wido .,
+ 1t 3esns that aicion will de taken tn sach Jeate

y lncorporaced {n agceenancs vich che d4nk, .

' Best Availuble Docuznen

Strategiva dnd Meswures
v Y

' Cont {nue the process of
fetcrm vnvisaged {a the nev
agriculturai policy.

'idopt curtuals plan,

~Complece study 2 deternine
future producer prices of
cureals,

we inCaln réwunerative pro-

. ducer prices for zeceals,
develop processed procucts.
Tesponsive tu censumerc
.Casted, and keep 2 mlninua
nantinel protectiva sbuve
lapare cusc of 23 percenc-
tor dosestic ceceal pro-
ductlon dy adjusting, vhen
fecevesry, the recall peice
of rice,

SAdottsh systen of prioc
llcensing and selection of
local rice disteibucors, and
asvure dlstetducoes sufft-
clent asrging tu covar
trsasporzation couts.

“Intclace ceductlon {n che
share of the CPSP ta cice
impoces.

*Following an evaluatfon of
pacforsance under the nev
{spore syscen, fully pri-
vatize rice scade, encept
fur security stock tu be
sanaged by CPSP.

*Nafncaln cemunerative pro-
ducec prices,

*aacionalize mackecing, pass
financial responsidilizy on
€0 the otl m’llers, and
fully merge SONACOS with
SEIS.

A7(nallze and +lgn leccres de

atsslun for SODAGRI, SODEVA,

SODZFITEX, and SOMIVAC.

*Lover exiscing rices and
harmonlze tariffs {n three
Jtages 0 as to achieve a
lover and more unifocm level
of eftactiva procection,
vhich, cumbined vith the
prograsaive elininatlon of
Quancfcactive resceicelons,
vould also help laprove
fevenue perforsance.

* Intcoduce cevised export
subsidy scheme dased un
‘Ladastelal value added .An
intarnetlionsl prices.

Adaviev special agreeaencs
wicth certsln major
anterprises,

e ¥ f g adnt 1aDOF law
ctagtticies 2nd concrols ‘or
conssraints bucdening
setarprises, victh a viev
the{s refuction uc
eltatuetion,

Tisiny uf Measures 1/

1946/87, 1987/34,
and 1948/89

July 1986

March 1987

1986/87, 1987/38,
andt JORE/AY

July 1986

Jeceader 1984

Ceceaber 1987

1986/87, 1981/88,
and 1988/39

198¢6/87
1986/87

July 986,
July 1987, 4ad
July 1988

July 1986

1986/87

1986/87 and 1987/88

Jeede e 12020 than thet det.; ‘shere one

i
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gnergy policy

{nvesinent provranming

FPacapublic sector reforn

Fiscal sulicv

Develop loco! souveo. o)
supply and rescraln enccgy
consuaption,

Place greatur emphasis on
directly productive and
high-priuricy rehabtlicaction
accivities.

Evaluate carefully financting
fequirencats and recurrent
cost taplications of
projects.

Pruaute the efficlency

the parapubllc se¢ctor, und
reduce jovernament lnter-
vention and subs{df{es.

Progressively elialnace
all vertfled cross-arrears.

Achleve a turnaround Ln 3be
Covernmernt's fiscal
operations, an a comaicaect
basls and lncludlng yrancs,
from Jeftcic tn surplus.

Inprove revenue perforasnce.

Haintain ctght limics oa
current government ouclays.

»

- Haintetlu s structure of

tetali prices conststent
with enecgy conservacinn and
budgetury requicrements.

"Intcoduce wppropriate public

{nvestment prcgram for
1946/87. )

Adopt appropriate thrue-year
“tolling” pudblic {nvestment
prUgram. o

Strengthen cupabtlictus of
Planning Mintscry.

Liquidagion ur peivatizacion
of public enterprises in
coapetition vith the private
sectoc {n the production of
commorcial goods and
survices.

Flnallze and sign concracs~

plane for SENZILEC, OPCE,

SONATEL, SICAP, OHLM, and
SOKACOS/SELS.

Recnnctle ceclprocal
obligat{ons butween the
Governsent and the enter-
prisas; and escablish a
schedule for the orderly
dectlement of all vertfied
arcaacs.

Reduce and preferably
eliminste oparating
subvidies co parastatals,
sccording to an agreed plan.

[mprove revenue perfocrmance
and pursue a prudent spend-
tag policy.

{splencnt cthe recomaendd~
tions »f the Natfonal
Somalsaton for Tax Refornm
and recent Fund cechnlcat
assistance aisstons:

~ Reform direct .tax code.

= Revige cuscoas cactf( tn
threq stages.

Mobilire the prospactive
surpluses of the oll sector
{n suppurt of the budget.

Cunzcol the vage Hill by
{reezing ur ceducing the
nuaber of guvecrnment
enployees, vhile daveloping
proposals for a civtl
servancs' rnlct:lclgnc fund;
4ls0 kaeping vage drifc co 4
atnieus,

Reduce govarnsent subsidies
aud traansfers.

Make adequate provislons for
aaterisls, supplies, and
saintenance of essentfal
services.

2/ Refars to zeasures already incorporaced in agreemencs with the Bank.

1986/87, 1987/88,
and 1988/8¢

July 1986

July 1937

1986/87 1587/38,
and 1983/49

1986/87, 1987/38,
and 1988/89

1986/87

1986/87, ‘vith
settlenent over
three years

1986/87, 1987/34,
and 1988/89

1936/87, 1987/88,

"and 1983/8%

1936/87, 1987/88,
and 1988/39

1986/87

July 1986,
July 1987, and
July 1988

lysvres, 1987/88,
and 1988/89%

1936/87, 1987/8¢,
and 1983/89%

1936/87, 1987/38,
and 1988/89

19A6/87, 1987/88,
and 1988/89
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c. Dowmestic arveurs

7. Credic policy

8. External debt management

Cradually «tliatn..v ail

currently verif{ied domestic’

arrears of the Covernaent
and public agencles.

Increase and {mprove crudit
to the privace sector, vhile
reducing net government
burroving frnm che bdanking
system,

Improve financial posiciun
of the banking syscen.

Discourage capical tlight,
mobi{lize domescic savings,
and foprove resource
allocacion.

Lim{c excecrnal debc service
burden to manageable pro~
portions; and re-establish
orderly relacions with
creditors.

Jdlocste diguate resources
to liquidace such arrears.

Screngthen the exiscing
credit tnformation struciuce

Restructure and rehabilicace
three banks facing secrious
d16ffculetés (BCS, BNDS, ard
USBCL).

Follov a flexible f{ncerest
racte policy

Keep nev excérnal borrowing
on noanconcessional ceros to
a strict minlaum, while {n-
tensifying efforcs to
mobil{ze resources in the
form of grants.

Make adequate provisions for
the prompt sectlement of
debt yervice obligatfons so
48 to avoid any external
atrears.

A/ Refers to measures already incorporated in agreementy wich the Bank,

Source: Policy Framework Paper 1987-89, Scptember 19, 1986, pp. 12-14.

1986/87, 1951/88,
and 1988/89

1986/87, 1987/88,
and 1988/3y

1986/87 and 1987/88

1986/37, 1987/38,
and 1988/89

1986/87, 1987/88,
and 1988/89

1986/87, 1987/88,
and 1988/89
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_LRE 3
Status of ESF-IT 0 85) Couditionality
as of 1/1J/8/ \w85-0288/685-K-604) .

A. Date Authorized: 12/27/85.
Date Agreement Signed: 12/27/85.

B. Purpose: To assist Senegal to attain and maintain economic and political
stability while promoting structural reforms needed to redress the underlying

problems of the economy.

C. Description: A $12.5 million cash transfer to stimulate growth in the
economy through reimbursement of arrears or other measures to increase the
liquidity of the privale sector and the banking sector.

D. Conditionality.

1. Conditions Precedent to First Tranche Disbursement

See PIL No. K-604-01.

a. Standard CPs (legal opinion, specimen signature, bank account number,
authorized GOS representatives).

Written confirmation was provided on 12/30/85 and 12/31/85.
b. Reorganization of the imported rice sector,
i. Reimbursement of CFAF 5.0 billion by the CPSP to the GOS Treasury.

Written confirmation was provided in a letter from Minister of
State Jean Collin to the American Ambassador dated 12/19/85 and a
Treasury Attestation dated 12/30/85.

ii. Payment by the CPSP of a minimum of CFAF 0.5 billion to the GOS
on sums duc on price equgllization for imported rice operations.
Written confirmation was provided on 12/19/85 (Jean Collin) and
1/2/86 (Director of CPSP).

iii. Collection from the CPSi*«wfl CFAF 0.4 billion in arrears on rice
credit sales made in 1932 and 1984.

Written confirmation was provided on 12/19/85 (Jean Collin) and
12/31/85 (Director of CPS).
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c.

Phasing-out of price equalization

.

i. Eliminate price equalization on exported peanut products and on
domestically consumed vegetable oil.

Written confirmation was provided on 12/19/85 (Jean Collin).

ii. Authorize the oil crushing firms to recommend adjustment of Lhe
domestic consumer price for cooking oil to reflect price
fluctuations on international markets. These firms are, in turn,
liable for taxes and duties on imported vegetable oil and {or
export duties on peanut oil.

VUritten confirmation was provided on 12/19/85 (Jean Collin).

Agro-industry

i. The oil crushing firms received GOS approval to take all
necessary measures to maintain profitability through appropriate
reductions in excess plant capacity and personnel.

Written confirmation was provided on 12/19/85 (Jean Collin).
However, SONACOS is still running a deficit, in part because of
Lhe high peanul procurement price fixed by the GOS.

ii. Agroindustries (cotton and rice) will reimburse all outstanding
crop credit for the 1985 crop year. SONACOS will reimburse crop

credit and interest owed to the BCEAO on peanuts for crushing.

Written confirmation wvas provided on 12/31/85 (BNDS and BCKAO)
and on 1/4/86 (BCEAO).

Agricultural inputs

i. The GOS will provide a written statement cleared by the Ministrcy
of Rural Development that For a 3-year period beginning. with Lhe
signature of this agreement, no state credit program for
fertilizer sales will be established outside of those that
alveady exist: 1i.e. those of SAED, SODEFITEX, SODEVA and
SOMLVAG/P1DAC for cereal seeds. The CNCAS is not included in
this prohibition,

Letter from Ministry of Rural Development to the Ministry of
Planning (4/12/85) was accepted by USAID as the required
stalement.
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2. Condition Precedent to Second Tranche Disbursement

a. Agro-industry

Reimbursement by SEIB of the totality of capital plus interest
owed on purchases of peanuts for crushing for the 1985 crop year.

Written confirmation was provided by BCEAO on 3/2/86., Sec PIL
No. 0288-02,

3. Special Covenants

a. Standard_covenant (exemption from taxes or fees): Satisfied.

b. Reorganization of the imported rice sector

ii.

iii.

iv.

Announcement by February 1986 that Senegal will progressively
privatize rice import operations and internal distribution
beginniig in July 1986 through elimination of the quota system
(except in the case of a rice shortage in a given region).

The quota system was abolished on 7/1/86 and replaced by
"contracts negotiated directly and freely between the
distributors and the CPSF." Aunouncement of the new import
system was delayed by necgoliation of important details,
particularly the method of replacing the perequation tax (see
3.c.iv below). The plan, Lo go into effect starting 12/1/86, was
published on 9/2/86.

Final reconciliatlica of :the CisP's accounts by April 1986 to
facilitate transfer of imported rice operations from CPSP Lo
private importers. '

The CPSP's accounts were audited by Arthur Anderson. The audit
reporl was aelivered to the CPSP dated November 20, 1986.

Introduction by July 1986 of a mechanism to manage the GOS

security/regulation stock and to obtain an appropriate
corresponding reduction in the level of CPSP personnel.

The CPSP now has a security stock of 60,000 MT of rice in place,
but there has heen no reduction in the level of CPSP personnel.
Farlier plans were to have another organization, SONADLS, manage
the o>curity stock. For a variety of reasons, the decision was
made that the CPSP should continue to maintain the security stock.

Payment by CPSP of cumulative total of CFAF 10.0 billion in
customs duties and collection of an additional CFAF 0.4 hillion

of arrears on earlier credit sales by July 1986, before Lransfer
of rice import operations from CPSP to SONADIS and the private
seclor. :
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As of 6/30/86, the CPSP had paid a cumulative total of GFAF 12.8
billion in customs duties to the GOS Treasury for GOS FY 1984,
1985, and 1986.

Establishment of regional ratail sales prices of rice (to be
considered as maximum prices and not as fixed prices) will
reflect adequate margins and the full cost of transport by the
beginning of July 1986.

This covenant has not been met. For distribution outside of

Dakar, the CPSP has been absorbing the cost of transport -since
July 1, 1986. Official sales prices are not uniform throughout

the country, but the differences are much smaller than the
differences in transport costs.

Phasing-out of Price Equalizaticr,

i.

ii.

iii.

iv.

Establishment before December 1986 of a plan for phasing out
fixed producer prices of export crops in favor of a flexible
floor price mechanism.

Nothing has been done on ciiif.yqi.  Addicional effort is needed

in this area.

Compleciion before December 1986 of a feasibility study for
replacing the equalization system by a fiscal instrument.

To date, nothing has been done. This is a complex process. The
World Bank has been negotiating this issue with the GOS.

Carvying out a detailed review of the production costs of
agroindustry subsidized by the CPSP.

The review has not been started. Agreements between the GOS and
the {lour mills will be revised within the first quarter of
1987. The GOS intends to negotiate new agreements with the
Compagnie Sucriére Sénégalaise (CSS) before 1988. (See ESK-V
second tranche condition precedent 3.c.(2).)

Replacement by July 1986 of price equalization on imported rice
with a special tax on imported rice.

A special tax on imported rice is postponed, with the agreement

of the 1BRD, to December 1988 when the private sector will be

entirely responsible for importing and marketing rice.

Enforcement of timely payment, at least through December 1986, of
customs duties and taxes on imported vegetable oil r.ad on
exported peanut oil by the oil crushing firms.
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Agro

Taxes on imported vegetavie oil were reestablished in late August
1986 but have been suspended in ordeir to help the oil crushing
firms to offset their deficit on exports of peanut products.
Taxes on exported peanut oil also have been reestablished, but
the oil crushing firvme will not pay duties until 1987 owing to
the sharp decline of the peanut oil world price.

industry

ii.

iii.

iv.

Suppression of GOS subsidies to oil crushing firms after the end
of 1985, ’

Owing both to the decline of the peanut oil world price and Lhe
suppression of CPSP support, the oil crushing firms are expected
to run a heavy deficit for the crop season 1985/86. The loss
from exported peanut oil (CFAF 11.0 billion) was more than
covered from the profit on imported vegetable oil (CFAF 5.6
billion) and from payment of CPSP arrears due to the oil crushing

firms (6.3 CKFA billion).

Some steps have already been adopted to reduce over-capacity and
to improve profitability (reduction of SEIB personnel, reduction
of working hours in SONACOS factories, reduction of the

break- cven point, improvement of other activities in the SE1B
factory, etc). However, the GOS is seeking to implement a Peanut
Guarantee Fund to help SONACOS cope with the effect of .the GOS's
maintaining domestic peanut procurement prices well above
international prices for the 1986/87 crop season.

Reimbursement of 1984/85 seed stock credit by June 1986.
The credit was fully reimbtrsed.

Independent detailed audit of SONACOS to be completed by
end- December 1986.

The audil is new schedules to start in December 1986. lelios
(Arthur Young International) won the bid.

Cost-efficient management of security peanut seed stock (1986/87
crop season).

The GOS has taken the foliuwing measures:
- The crop scason opd,.zu il Wovember 10, 1986.
- The first 21 days of Ci. wrep sceson were to be devoted only

to the constilulion ¢f che Seeurity sced stock which has been
fixed at 60,000 tons. '
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-  The o0il crushing firms will sell seed stock to the farmcrs for
cash in May 1987.

- Farmers who keep their @Jn seed stock in the oil crushing
firm's warehouse will have to pay storage charges.

Drafted:PRM:HLubell/0Sané:sd:12/11/.!

2688P



Annex 4: Agricultural Policy Conditionality Comparison Chart: USAID Portfolio

and Related Elements of GOS/IMF/IBRD Policy Framework Paper

USAID Senegal portfolio

ESF-V

FY 1987-PL 480 Title I
(proposed self-help
measures)

Agricultural Production
Support Project
(685-0269)

GOS/IMF/IBRD
Policy Framewor..
Paper (PFP)1/

Tebouag:

1. Improving policy reform
management:

=Creation of a formal quarterly forum
for GOS~AID policy dialogue.

2. Dampening imported rice
consumption:

-Study of measures to reduce rice
imports.

-Study to design a fiscal instrument
to replace perequation.

3. Reducing agricultural sector
deficits:

—Confirmation that SONACOS absorbs
non-reimbursed 1986/57 czop year
peanut seecd crali:.

=Study to provide plaz Zor eiimlnzting
the sutsidy on domestic sugar pro~
duction :

=Study on cross price elasticities
betveen cereals and peanuts. znd on
Senegambia price differentials,

=Audits of SOMACOS and CSS.

4. Encouraging private sector agro~
industry.

=Study on constraints limiting
effectiveness of the banking system
to support SMEs.

1/ Items selected from PFP, pp. 12-14 (Table 1. Senegal:

See Annex 2 above.

2617pP

1. Deregulation of cereals marketing:

~The GOS will reissue previous year's
announcements.

2. Reinforcement of floor price
mechanism:

~The CSA will guarantee purchase of
coarse grains at harvest time at the
floor price to any seller (up to its
financial limit of 25,000 MT).

-The CSA will establish a sufficient
network of purchase points to make
the floor price effective for most
farmers.

3. Clarification of fetilizer
policy:

~The GOS will apply fertilizer
subsidy only for cash sales.

Subsidy will not apply to fertilizer
distributed through RDA's.

4. Clarification of food assessment
methodology:

-The GOS and the donors in the Common
Fund will agree upon a common food
ascessment methodology.

5. Increase in GOS budget support
for transport costs of Title Il
grant food aid:

~The GOS will increasc its budget
support for this purpose to CFAF 140
million for 1988 and CFAF 210 million
for 1989.

Summary and Time Frame for

1. Elimination of subsidies to
governmental organizaticns
distributing seeds.

2. Eventual transfer of seed
multiplication to the private sector.

3. Exeoption from BCEAO credit
quota of the credit facility
established under the project.

4. Agreement that no new credit
program will be established by any
GOS organization, and that existing
GOS credit programs will be amanded
to reflect the real costs of
operating such programs.

5. Agreement to undertaka nego=
tiations with BCEAO and WAMU te
provide broader discreticn to Senegaz
in the setting of leading interes:
rates.

6. Establishment ané implementatior
of a monitoring plan.

7. Continued disengagement of the
RDAs from distribution and marketing
of agricultural inputs.

8. Agreement to refrain from fixing
nation-wide prices for input supplies.

9. Agreement to encourage greater
participation-of cooperatives in
distribution and marketing of agri--
cultural {nputs, but not as
monopolies to exclude the private
sector.

1. Agricultural policy reform:
Cereals policy

—Complete study to determine future
producer prices of cereals.

b. Groundnut sectors
-Raticnalize marketing, pass
financial responsibility to the
oil millers, and fully merge
SONACOS with SEIB.

7. Credit policy:

-Follow a flexible interest rate
policy.

Macroeconomic and Structural Adjustment Policies, 1986/87 - 1988/89).

avvd A-JdSd L4861 Ad

v Xouuy

*d
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Country:

Project Title:

Funding:

Period of Project:

Activity Description:

Environment Action

IEE Prepared hy:

Bureau Enviroumental

Officer's Determination

ANGZX S

INITIAL ENVIRONMENTAL EXAMINATION

Approved: X

- ‘Bessie L. Boyd
Disapproved:_

pate:_ MAR 7‘_@87

Clearances

2688P

Republic ol fSznegal

Senegal Eccuomic Support Fund Structurai Adjustment
Grant (ESF-V)

Life of Project Funding $11,075,000
FY 1987

The purposes of the ESF structural adjusiment grant
are to (1) provide budgetary support to the
Government of Senegal and (2) achieve policy change
related to cereals policy and to reduttion of GOS
subsidies to agro-industry.

Categorical Exclusion in accordance with Reg. 16,
Section 216.2 (c) (1) (i): the action does not have
an effect on the natural or physical environment.,
and Section 216.2(¢)(2)(vi); Cash Transfer to a
Nialional Governmenl; helping with Lhe Balanee ol
Paymdnts.

Joel Schlesinger, Chief Project Development Officer,
USALD/Senegal
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"ANNEX 6

STATUTOR'. CHECK LIST
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3(A)2 NONPROJECT ASSISuuul.

The criteria listed in Part A are
applicable generally to Fax funcd- . .ad
should be used irrespective oi t.:
program's funding source. In Part B a
distinction is made between the
criteria applicable to Economic
Support Fund assistance and the
criteria applicable to Developmcnt
Assistance. Selection of the criteria
will depcad on the funding-source for
the program.

CROSS REFERENCES: IS COUNTRY
CHECKLIST UP TO
DATE? IDENTIFY.
HAS STANDARD ITEM
CHECKLIST BEEN
REVIEWED?

A. GENERAL CRITERIA FOR NONPRQJECT
ASSISTANCE ' o

1. FY 1986 Continuing Resolution
Sec. 524; FAA Sec. 634A.

Describe how authoriziny and
appropriations committees of
Senate and House have bheen or
will be notified concerning
the project.

2. FAA Sec. 6ll(a)(2) 1.
further legislative Acti... is
required within recipieut
country, what is hasiguiqs
reasonable expectation tlf:
such action will be conmpleted
in time to permit crderly .
accomplishment of purpose of
the assistance?

3. FAA Sec. 209 Is assiscance
more efficiently and
effectively given throuyil
regional or multilateral
organizations? If

The ESF-V Program Grant
appears in the FY 87
Congressional Presentation.

N.A.

No.
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so, why i3 ass.’ L1

given? Informat¢on
conclusion whether .:zs. ace
will encourage reglonal
development programg

FAA Sec. 601(a) Infoi..ation

and conclusions whether
assistance will encourage
efforts of the country to:
(a) increase the flow of
international trade: (L)
foster private initiative and
competition; (c) encourage
development and use of
cooperatives, credit unions,
and savings and loan
associations; (d) discourage
monopolistic practices; (e)
improve technical efficiency
of industry, agriculture, and
commerce; and (f) strengthen
free labor unions.

FAA Sec. 601(b) Information

and conclusions on how
assistance will encourage U.S.
private trade and investment
abroad and encourage private
U.S. participation in foreign
assistance programs {including
use of private trade channels
and the services of U.S
private enterprise).

FAA Sec. 612(b), 63u: L “Y
1986 Continuing Resol .
p()
Sec. 507. Describe §$$Pb
taken to assure tha., b

t
maximum extent ‘pogsi ble, %h;

country is contributing locail
currencies to meet the cost of
contractual and other ,
services, and foreign
currencies owned by ti..

are utilized in lieu of
dollars.

ESF-V will not encourage
regional development programs.
It is Senegal-specific.

Conditionality zims at
increasing private sector
initiative and competition.

No direct effect.

N.A.
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7. FAAM Sec. 612{(d). Does th2
U.S. own excess foreign
currency of the country ang,
if so, what arrangements have
been made for its release?

8. FAA Sec. 60l(e). Will the
assistance utilize competitive
selection procedures for the
awarding of contracts, except
where applicable procurement
rules allow otherwise?

9. FAA 121(d). If assistance is
being furnished under the
Sahel Development Program, has
a determination been made that
the host government has an
adequate system for accounting
for and controlling receipt
and expenditure of A,I.D,
funds?

10. FY 1986 Continuing F~-olution
Sec. 533. 1Is disburscuent of
the assistance conditioned
solely on the basis of the
policies of any multilateradl
institution?

FUNDING CRITERIA FOR NONPROJECT
ASSISTANCE

l. Nonproject Criteria for
Economic Support Fund

a. FAA Sec. 531l(a). Will
this assistance promote
economic and political
stability? To the maximum
extent feasible, is this
assistance consistent with the
policy directions, purposes,
and programs of part I of the
FAA?

b, FAA Sec. 531(c). Will
assistance under this chapter
be used for military, or
paramilitary activities?

No.

Yes, for studies and
technical assistance.

N.A. Funds are not provided
by Sahel appropriation.

No.

Yes.

No.
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c. FAx Sec. 531(d). Wil
funds made available for
commodity import programs or
other program assistance be
used to generate local
currencies? If so, will such
local currencies be available
to support activities
consistent with the objectives
of FAA sections 103 through
10€?

d. ISDCA of 1985 Sec, 205.
Will ESF funds made available
for commodity import programs
be used for the purchase of
agricultural commodities of
United States-origin? If so,
what percentage of the funds
will be so used?

e. ISDCA of 1985 Sec. 801.
If ESF funds will be used to
finance imports by an African
country {under a commodity
import program or sector
program), will the agreement
require that those imports be
used to meet long-term
development needs in those
countries in accordance with
the following criteria?

(i) spare parts and other
imports shall be allocated
on the basis of
evaluations, by A.I.DiJ, of
the ability of likely
recipients to use suct:
spare parts and imports  in
a maximally productive,
employment generating, and
cost effective wvay;

(ii) imports shall.ba
coordinated with
investments in accordance
with the recipient
country's plans for
promoting economic
development. A.X.D. shall

No.

No.
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which are consistent with
the policy directions of
section 102 of the FAA and
which are the types of
activities for which
assistance may be provided
under sections 103 through
106 of the FAA;

(B) the agreement shall
require that the government
of the country make
available to the Unitcc
States Government such
portion of the amount
deposited in the spec
account as may be
determined by the ¥

to be necessary for
requirements of the
States Government.

f. ISDCA of 1985 Sec. «u.
Will ESF funds be used to:
finance the construction

or the operation or
maintenance of, or the
supplying of fuel for, &
nuclear facility? If sc. |

has the President certified
that such country is a .
party to the Treaty on the
Non-Proliferation of Nuclear
Weapons or the Treaty for the
Prohibition of Nuclear Weapons
in Latin American (the “"Treaty
of Tlatelolco"), cooperates
fully with the IAEA, and
pursues nonproliferation
policies consistent with those
of the United States?.

g. FAA Sec, 609. 1If
commodities are to be granted
so that sale proceeds will
‘accrie™tothe reciplent
country, have Special &Ac.o
(counterpart) arrangements
been made?

No.

N.A,
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2-

Nonproject Criteria rfor

Development Assistance

a. FAA Sec. 102(a); 111; 113;

281(a). Extent to which

activity will (a) effectively

involve the poor in
development, by extending
access to economy at local
level; increasing.
labor~intensive produccion and
the use of appropriate
technology, spreading
investment out from c.c... ..
small towns and rural accar
and insuring wide
participation of the .

the benefits of developn

a sustained basis, using
appropriate U.S. institut

(b) help develop coopera
especially by technical
assistance, to assist =

and urban poor to help
themselves toward bette.

and otherwise encourage.
democratic private and
governmental institutions; {c)
support the self-help efforts
of developing countries; (d)
promote the participaticn of
women in the national
economies of developing
countries and the improvcient.
of women's status; and (e)
utilize and encourage regional
coope.ation by developing
countries?

b. FAA Sec. 103, 103A, 104,
105, 106, 107. TIs assistance

being made available:

(include only applicable
paragraph which corresponds to
source of funds used. -If mite
than one fund source is Lused
for assistance, include
relevant paragraph for

fund source.)

N.A,

N.A.
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(1) [103] for avciv

rural development or
nutrition; if so (a) =u:iz.t to
which activity is specificaily
designed to increase
productivity and income o:
rural poor; [(1l03A]) if fcr
agricultural research, full
account shall be taken of the-
needs of small farmers, and
extensive use of field testing
to adapt basic research to
local conditions shall be
made; (b) extent to which
assistance is used in
coordination with efforts
carried out under Sec. 104 to
help improve nutrition of the
people of developing countries
through encouragement of
increased production of crops
with greater nutritional
value, improvement of
planning, research, and
education with respect toc.
nutrition, partlcula'ly wich
reference to improvement and
expanded use of indiger.ously
produced foodstuffs; and the
undertaking of pilot or
demonstration of poor a
vulnerable people; ahd

‘extent to which acuivity
increases national focd
security by improving fc
policies and management a
strengthening natipnal, foud.
reserves, with paxtlcular
concern for the needs ¢f, ...¢
poor, through measures
encouraging domestic,
production, building na..onal
food reserves, expanding
available storage facilities,
reducing-post—harvest food
1088€S8, "and~improving food
distribution.
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(2) [104) for population
planning under sec. 104(b) or
health under sec. 104(c); if
so, extent to which activity
emphasizes low-cost,
integrated delivery systems
for health, nutrition and
family planning for the
poorest people, with
particular attention to the
needs of mothers and young
children, using paramedical
and auxiliary medical .
personnel, clinics and healih .
posts, commercial distribution
systems and other modes of
community research.

(3) [105] for educatic
public administration, or
human resources developmex

if so, (a) extent to which
activity strengthens nonformal
education, makes formail
education more relevant
especially for rural faMllle
and urban poor, or strengthens
management capability of
institutions enabllng bi. ool
to participate in development;
and (b) extent to which
assistance provides advau.cd
education and training of
people in developing countiies
in such disciplines as are
required for planning and
implementation of public and
private development activities.

(4) [106) for technical
assistance, energy, research,
reconstruction, and selected
development problems; if so,
extent activity is: (i)(a)
concerned with data”
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collection and analysis, the
training of skilled personnel,
research on and development of
suitable energy sources, and
pilot projects to test new
methods of energy production;
and (b) facilitative of
geological and geophysical
survey work to locate
potential oil, natural gas,
and coal reserves and to
encourage exploration fou:
potential oil, natural gaw

and coal reserves.

(ii) technical cooperc...
and development activities
especially with U.S. privi.
and voluntary, or regional
international development,
organizations;

[
a

(iii) research into, zad
evaluation of, economic
development processes &
techniques;

(iv) reconstruction after
natural or manmade disaster;

(v) fcr special development
prohlems, and to enable proper
utilization of earlier U.S.
infrastructure, etc.,
assistance;

(vi) for special development,
especially small
labor-intensive enterprises,
marketing systems, and
financial or other
institutions to help urban
poor participate in economic
and social development.
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(5) 1{107] 1is appropriate
effort placed on use of
appropriate technology?
(Relatively smaller,
cost-saving, labor using
technologies that are
generally most appropriate for
the small farms, small
businesses, and small incomes
of the poor.)

., FAA 118(c) and '(d) Loes N.A.
the assistance comply with the
environmental pirocedures set

forth in AID Regulation 1€,

Does the assistance take into

consideration the problem of

the destruction of tropical

forests? .

d. FAA Sec. 28l(b) Describe N.A.
extent to which ' the activity
recognizes the particular
needs, desires, and capacities
0of the people of the country;
utilizes the country's
intellectual resources to
encourage institutional
development; and supports
civic education and training
in skills required for
effective participation in
governmental and political
processes essential to
self-government.

e. FAA Sec. 122(b) Does the N.A.
activity give reasonable

promise of contributing to the

development of economic

resources, or to the increase

of productive capacities and
self-sustaining economic

growth?
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5C(3) - STANDARD ITEM CHECKL.sT
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routinelv in i orovi
assistancsa z¢:- S dea
implementazion, o cuovar
agreement t¥ imposing limi
certain usss 57 IZunds.
These it zzranged U
general : 0of (A} o:
(2) Coas: v, andc (C)
Pestrictions.
A. Procuzzien
1. TAL Sac, 60Z. A
errzngements to
small business t
sarzilcinate esquli
Zirnisnine of co
and zarzuices &
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inisurance Companies |y
z:thorizad o do business
“he T.S., will commoditie
~s insurad in the Unitad
Szzzeas against maciae ris
wiIh such & compeny?

4., Tii Sec. 504{=); I85TA of
3¢ Sec. 7035ie). ' I
Zfsacc= procursmsnt of
sriculzurael commocity or
ToZu is to tce financed

n ovision against
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ion whera

ocurzed in

- £inanced could not

N.A.

Yes.

N.A.

N.A.
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FAA Sec. 504(3). wilt
COpsrrueeion oF'ansineoring
services be procured fronm
firms of countries which
recaive direckt econcmic

assistance under 5 TAMN and
are otnerwises zligiple
Code 941, nhu= which
attcained & competitive
badility in interanational
m&rckzts in one of trhase
areas? Do thesas cotntriasg
perals T - tad Staces Firms
tc cer -0r cons:rucktion
Or en 1neering sarvices
finenced from assistance
prcgrams of thes2 countries?
Frd Sac. §03. Is %nhe
Saipping excluded From
ccmcliznce with recuirement
in s=ction 901(k) of %Lhe
Merchant Marine Acht of 193¢,
as amundec, thait ¢t leas:t 50
Per caentum cI the gross
tonnage of commedisias
(cemputzsd separataly for drcy
bulk carriers, drv cargo
linars, zad tanksaros)
finenczd shall he
tranzocrtsed cn wrivazaelv
cwnid 1.5, flay commercial
Ve 3 L0 the &Xtent such
2022ls are z2veilanlis at
anc re&sananlis rakes?
rix Sac., 621. 1If tecanical
&ss.3tance Ls financed, will
Such assistancs be furaisnped
LY orivece entarcorise con &
cantzact besis ko the
fullest extent opracticzple?
Tf the facilitias of other
Tederal aqgencies will be
ucilized, are thev
Dariicularly suitabls, not
competitive with private
encezoprise, and made
available withau: uandune
interferance with domestic
orccrams?

N.A.

N.A.

Yes.
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8. International Alr
Transportation Fair
Cor.oet 1tive Practices Act,

1975, If air transportation Yes.
of oersons or property 1is

firanced on grant basis,

will U.S. carriers be used

to -he extent such service

is availabla?

9. ¥ 1933 Cc 1
ReToiucisy 4. If tne Ves.
U.3. Govarnment i3 a parky
Zo z contract for
orcIuzement, does tne
con:rach conktain a provision
auzhorizing termination of
such conzract Zor the
corvenisncs of the United
Stzzes?

B. Cecnstruc:zion

1. Tin Sac. 601(d). IE capital
(=.7., consctruction) N-A.
orciacih, will U.S.
sncinesrsing and orofassional
sa-vices 22 used?

ConLTacIs Ior-conscoictlon N.A.
ar: 5 5a dinancad, will

el S i== op & ccApekiitive

foXad S0 maxisum 2xtanc

o ez la?

3. FAM B=2c. dilixi. If for N-A.
corscructicn of productive
zn-=zrporisa, will aggregate
va.ia of assistance to be
fu-aished bv the U.S. not
sxzz2< 5:00 millicon (except
For nrocductzive antarprises
irn Igvob that Jsere dascribed
in zhe C2)?
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C.

Other

Fastrictions

ZAN Sec., 122(b). If
cavelooment loan, is
interest rate at least 2%
t2r annum during grace
t2riod and at least 3% per
eélnum tpaersafiar?
TAM Sec., 30i(d). If fund is
23cabl:ished solelv by U.S.
contridbutioas and
ciministerad by an
iaternetional organization,
czes Compizoller General
tzve audit rights?
x> Sec. £20(n). Do
éilangements exist ko insure
czat United States foreign
&.d is not used in a manner
wZich, contrarv to the best
interests of the United
States, promotes or assists
tzs Zoraign aid orcliects or
aztivities of the
Cemmunist-zloc couniries?
#w.ll azrancements preclude
Uiz of Zinancincg:
= TAA Sac. 134(F); F¥ 1985
Continuing Rescintion
Sec. 52/, (1) To pay
Z0r performance of
abortions &s a method of
femilv planning or to
motivata or coerce
bDersons to oractice
abecrtions; (2) kLo pav
£0: pesformance of
involuntaryv
sterilization as mekhod
cf familv planning, or
0 coerce or pravide
finencial incentive to
any pecson to undarqgoa

N.A.

N.A.

YES.

N.A.
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m

It

sterilization; (3) to
opayv for any biomedical
reseacrch wnicn relates,
in whole or part, to
methods or the
erformance of abortions

- involuntacy
sterilizations as a
means of family
planning; (4) to lobby
for zbortion?

FAY Sec, 438, To N.A.
Cooasnra peraans, in
Zne Zorm oI cash

pavmzats, whose 1llicit

o - f
drug crops area
azacdicataed?

TA) Sac. 620(g). To N.A.
CompEnSane cwWners for
zxoropriateg

aezicnalized property?

TAY Zec, 6§8G. To '
ITSVLGe Lrainling or N:A.
ndivize or poowide anv

Iinanciel é:p;o:: For

Selite, srizons, ou

soner lzw eniorcement

Zcrces, =¥cest for

HE&ICoCLCS Trograms’?

TAM Sec. 60Z. faor CIA N.A.
activities?

TLY S=c. €36(L). For

Surchnaze, Séls, N.A.
lonc~-srm leassa,

axchence or guaranty o:i

e z2iz cf moter

veniclas manudlactuned

autside U.%., unlecgz 2

valiver iz obtainecd?
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ANNEX 7

GOS Request for Assistance
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REPUBLIQUE DU SENEGAL - ’ - /M.P.C/DPFS.
UN PEUPLE - UN BUT - UNH FOl

MINISTERE DU PLAN
ET DE LA COOPERATIQN

Dakar, le

LE MINISTRE . - 4 .
L P AR gy
B 'E. \ ) VoMee e oY, R *

‘ m A et T
= e

OB JET : Demande d'assistance budgétaire dans le cadre

du Programme de Subvention du Fonds de Soutien
o _

Economique V (ESF V).

Madame le Directeur,

Les éléments de conditionnalité s'attachant au programme

susvisé en objet que vous avez soumis au gouvernement du Sénégal ont

retenu toute notre attention.

Je vous confirme par la présente que le gouvernement souhaite
beneL1c1er du ESF V constitué par le transfert de 11.075.000 dollars
américains en faveur du Sénégal et d'une subvention de 500.000 dollars

CHYVINT

i
!
i
Lkl i
|
I
: 1
; destinés & financer les études et 1'assistance technique nécessaires au
o

suivi des mesures proposées ou en cours de réalisation,

amnu_;!
fascertms &= 1mmsw ve”

Comme pour les autres programmes ESF, les négociations entre
les deux parties se feront sous 1'égide du ministére de 1'Economie et
des Finances.,

Je vous prie de croire, Madame le Directeur, & 1l'assurance
de ma consideration--d .s?fnguée.

A HMadame le Dilrecteur / u",;?\\ ,.\
AN AR RS '
t Al e -~ R PEURES .“ 1
de 1 USAID/Senegdl E {‘, t”;“"‘?',',‘.':.:i) i Le/ h/, [’L (f)] "'N;L/ '
RIS - O'd@lu i rw)u )
D A K A K TN e, ol

\ g WS cm-um “WitrriconinE

RO ] ) i 1

4/4 N / —
.. Yy L4

UL B . .
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ANNEX 8

Guidance Cable (STATE 070741), and
reply (DAKAR 3165)
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e UNCLASETFT ™™ STEMT 970741/01 Om?tﬁ;{’
,¥ION: AID-2 INFO: 1 .4 RIG

VZCZCTAAZZYTAAL? 4RV A4S J/L ----- L0C: 167 706
PP RUTALS R ERRREE -.-/f?x 11 MAR 87 1909
DE RUEHC #0741/¢1 782806 = " oo, . RO . CN: 11775
INE LUUUU 2z4 SRR s CHRG: AID
P 110£557 AR €7 3//5/57/ DIST: AID
PV SECSTATE WASHDC /) s
IC LVEMEASSY DAKAR PRIGRITY 2888 :
ET
UNCLAS SECTION €1 OF 42 STATE 47p741 | @@Eﬂvgj
Hioae | ) 198
E.0. 12356: N/& ~T& R
SUBJECT: ESF V PROGRAM GRANT, 685-@289 -

© LTI
REFS: (A) DAnAR 61379, (B) STATE @3p4dc }fLE;EL
1. ~PURSUANT T0 REF (3), PROJECT COMMITTEE (PC) CONVENED 4é2w0 i
TZERUARY 27, 1687 TO REVIEW MISSION °S PROPOSAL FOR ESF o
¥, AS CUTLINED IN REF (A). ©PC, CHAIRED RY AFR/PD/SWAP, R
INCLUDZD REFRESENTATIVES FROM USAID/TASAR (PROGRAMN ' GXO
OFFICER AND DIRECTOR), A¥R/SWa, AF/EPS, AF/W, PPC/EA, - smag”
AFR/DP/PAR, KNT AFR/TR/ARD. HASED ON THIS REVIEW, THE LECU
PROJECT COMMITTEE AND BUREAU HAVE CONCLUDED THAT: (e L
(1) ZEF (&) SATISFIES THE PAIP REQUIREMENT; (2) THE L
CViRiLL CONGEPT LZSCRIBED IN THE ESF IV PROGRAN Fee
DOCUFINTATION AEMAINS ESSENTIALLY UNCHANGED UNDER THE ! oo~
SS¥ ¥ PRCPOSAL: AND (3) PURSUANT TO LOA 557 MISSION MAY g0
PROCLED WITH PAAD DEVELOPMENT, APPROVAL AND gp =
AUTEOFIZATION SUEJECT TO THE FOLLOWING CONSIDERATIONS : !5;@3,_
A. RIORGANTZATION OF THE IMPORTED RICE SEGTOR: GOS S
PLANM FCi PRIVATIZING RICE IMPORTS ANNOUNGED SEPTEMBER 4, SHRON™
18, (1) SLIMINATES THY QUOTA SYSTEM, (2) PERMITS I
LITENSSD TRADARS T0 BUY- FROM TMPORTERS FOR WHOLESALE AND - | passy
RETAIL DISTRIFUTION WITHIN THE COUNTRY, AND (2) e

ESTARLISHES A TIMETABLE FOR THE PROGRESSIVE
PRIVATIZATION O Ricy IMPORTS; I.E., FOR HE PERIOD
12/1/66 - 11/39/87, TH= PRIVATE SRECTOR IS RESPONSIBLE
FOR 25 PERCENT OF RICE IMPORTS AND, FOR THE PERIOD
12/1/87 - 11/306/88, THF PRIVATE SECTOR WILL IMPORT ALL
RICZ EXCEPT FOR IMPORTED INCREMENTS TO THE SECURITY
STCCL OF ABOUT 69,099 MI, WHICE IS HANDLED BY THE CPSP. -
TG HELP ENSURE THAT THIS PLAN IS EXECUTED AS PLANNED,
EUREAU REQUESTS THAT A COVENANT BE ADDED TO THE GRANT
AGREEMENT STIPULATING THAT LICENSING ARRANGEMENTS FOR
MAEKETING IMPORTED RICE WITHIN THE COUNTRY WILL BE BASED
ON OPEN, COMPETITVIVE BIDS AND THAT THE TIMETABLE FOR
PRIVATIZING THE HICE IMPORT TRADE WILL B¥ CARRIED 0oUT
PURSJANY TO “HE CURRENT PLAK,

L. P&:i (&) INDICETED WHAT SALIS PRICES FOR RICR A%SE
INIFOAM THZOUGHOUYT Tr: GOUNTRY AND THEREFORE &T VARIANCE


http:PROC1,.ED
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UNCLs SIFIED STATE @70741/01

WIrH THT COVENANT UNDER RESF IV WHICH CALLED FOR REGIONAL
RETAIL EALES PRICYS OF RICY 10 REFLECT ADEQUATE MARGINS
ANL "2aNSPORT COSTS. 1IN LISCUSSING THIS [SSUE, MISSION
REPHESENTATIVES POINTED OUT AT, IN PACT, REGIONAL
PRICXS wFRY SOMEWHAT HIGHER THAN THOSE IN THF CAPITAL.
TEIS ¥2CT SHOULD BE REFLECTED IN THE PAAD.

C. BRUFLALU CONCERNED QVER CURRENT PRODUCER PRICES FOR
PYANUTS WHICH ARE 5% ABOVE WCRLD PRICES. SUCH PRICE
CISTOHTIONS TRANSTATE INTO A HEAVY GOVERNMENT/ DONOR
SU3BSIDY TO THE PEANUT FARMERS AND CREATE SIMILAP SUBSIDY
DIFFICULTIES FOR THE GAMBIA. AS MISSION AWARE, ESF IV
HAL ESTABLISHED A COVENANT CALLING FOR PHASING OUT FIXED
PRODUCEE PRIC3S C¥ EXPORT CKCPS IN FAVOR OF A FLEXIBLE
FLOOK rEICT MECHANISM T0 ESTARLISH A CLOSKR RELATIONSHIP
ISIWEIEN WORLD PRICHS AND PROTUCER PRICES.. WHILE
R=COGNIZING THE POLITICAT DIMENSIONS OF THIS ISSUE,
LUREAY REZQUESTS THAT PHT PROPOSED ESF V STUDY ON CROSS
PRICAZ FLASTICITIES FFTWEERN CUREALS AND PEANUTS EXAMINE
CU-RRNT PREANUT 2RICING POLICIES AND RFCOMMEND A _FORMULA
FOR ERLIMINATING THE SUBSIDY INHERENT IN CURRENT PRICING
ARRANGINENTS, THIS STUDY SHOULD BE INITIATED AS SOON AS
FCTSTELE TC PERMIT ITS RESULLS TO BE KNO¥N PRIOR TO
NEGOTIATING FUTURX CONDITIONALITY UNDER THE PROGRAM.

D. IMPLEMENTING STUTLIES AND OTHER INVESTIGATIONS IN A
TIMELY MANNER: WwHILZ WE ARE PLEASED WITH THE POLICY
RELEVANCY CF THE STUDI&LS, AUDITS, REPORTS AND
ASSESSMENTS COMTEMPLATED UNDER ESF V, WE ARE CONCERNED
THAT QUALITY NGT LE COMPROMISED IN AN EFFORT TC LAUNCH
YHESE VAKIOUS INVESTIGATIONS IN THE COMING MONTHYS. WE
THEREFCRE SUGGEST THAT MISSION ESTABLISH A REASONABLE

TIME~PHASED PLAN FOR DEVELOPING THE TERMS OF REFERENCE,
SELECTING CONTRACTORS, AND EYECUTING THE STUDIES IN
QUESTION. SUCK A PLAN SHOULD 3E SET FORTH IN THE PAAD.
CNCX THIS PLAN IS DEVELOPED, MISSION WILL WANT TO
RECCNFIRM THE RPASONABLEMESS OF THE CONDITIONALITY
ASSOCIATED WITH THE RLLEASE OF THE SECOND TRANCHE SINCE
MANY OF THE CONDITIONS ARE DEPENDENT ﬁ?ﬁﬁ‘?ﬁﬁcnrss MADE
CN 4 NUMEER OF TERSE STUDIES.

E. IOCAL CURRENCY USES: WHILE MISSION REPRESENTATIVES
AT Tk AID/W RIVIEW MEETING INDICATEL THAT ESF IV CFAF
GINERATIONS WERE USED IN ACCORLANCF. WITH THE TERMS OF
TBE ESF IV AGREEMINT (I.E., FOR PAYMENTS OF GOS FINANCED
CBLIGATIONS TQ THE PRIVADE SECTOR TO STIMILATE ECONOMIC
ACTIVITIES), THZ MISSICN SHOULD INCLUDE AN ANNEX TO THE
LSF U PRAD WHICH LIS''S AND BRIEFLY EXPLAINS HOW THE ESTF
IV GENERATICNS #E3E USED AND THE INTENDED USES, TO THE
EXTEIT LNOWN, OF ESF V CFAF GENERATIONS. IT IS RUREAU’S
UNDERSTANDING PURSUANT TO THY FSF ¥ REVIEY MEETING, THAT

UNCLASS1FIED STATE 079741/01
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ESF-V GENERATIONS WILL EBE USED FOR THE SAME PURPOSES AND
OFJECTIVES AS FESF IV GENERATIONS. PLEASE INFORM AID/W
I¥ ANY CHANGES ARE MADE IN SUCH PURPOSES AND OBJECTIVES.

F. NPY STATUTORY PROVISIONS APPLICABLE TO ESF CASH
TRANEFER ASSISTANCE: STAT® 52518 SETS FOR'H GUIDANCE ON
NEn STATUTORY REQUIREMENTS APPLICABLE TO ESF DOLLAR-
DENOMINATTD CASH TRANSFERS, SUCH AS ESF V. MISSION MUST
GIVE CARIFUL ATTSNTION TO THE DOCUMENTATION TEAT WILL BE
RECUIRED TC APPROPRIATELY ACCOUNT FOR 3CTH DOLLAR AND
LCCAL CURRENCY USES UNDER THE PROGRAM,

G. CHANGING CONDITIONALITY: ANY CHANGE 1IN
CONDITIONALITY SHOULD BE ON THE BASIS OF CONSULTATION
WITR LIL/W,

E. INITIAL ENVIRONMENTAL EXAMINATION: THE RUREAU’S
ENVIRONMENTAL OFFICER APPROVED IEE AS SUBMITTED BY
MISSION. COPY ERING POUCKED.

I. MONITORING POLICY REFORM PROGRESS: BUREAU APPLAUDS
MISSION DECISION TO FORMALIZE BILATERAL DELIRFRATIONS ON
PCLICY REFORMS BEING PURSUED BY MISSION AND GOS UNDER-
ESF V AND TITLZ I. WE REQUEST THAT OUTCOME CF THESE
QUARTERLY MEETINGS BE CABLED OR POUCHED TO AID/W, EITHER
SZPARATELY CR AS PART OF SEMI-ANNUAL PIRS. SHULTZ

ET

#0741

NNNN

UNCIAS SECTION €2 OF 92 STATE 079741
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U7 LASSIFIED NATAR 2165
(B) YOJR REQUEST TEAT OUR STUDY RECOMMEND & FO3IMULA FOR
ELIMINATING THE SUBSIDY INHTRENT IN CURRENT PRIZING
ARRANGEMENTS DOES NOT APP¥AF TO BE AN APPROPRIATE

STATEMENT OF THE ISSUE. ¥T WOULD REPHRASE IT AS A& nzup

FOR A FORMULA FOR ADJUSTING INTERNAL PRICES TO IHANGES IN
WORLD PRICES OF SENEBGAL’S EYLPORT CROPS, WITH & VIww 19
REDUCING TEE CURRENT LZVEL OF SUBSIDY ON EXPORTS OF

PEANUT PRODUCTS.

REFTEL, PARAG. 1.D: WE RXPECT TO HAVE TYE TERVS 27
REFEEENCE FOR STUDIES (1) TRROU3E (4) ESTASLISHAD RY
END-MARCE 1387 AND T0 SELECT CONTRACTCES WITHIN SENFIAT,
IF¥ POSSIBLE BY END~APRIL 1997. WE WOULD HOPE T) HAVF
SUBSTANTIVE DRAFTS OF THE STUDIES IN HEAND BRFORS
END-SEPTEMBER 1987.

6. REFTEL PARAG. 1.F: WZ ART ADDING AN ANNEX ON LOCAL
CURRENCY USES TO THE PAAD.

7. REFTEL PARAG. 1.F: SEE REF B FCR USAID/SENFGAL’S
COMMENT ON NEW STATUTORY PROVISIONS APPLICABL® T9 ESF
CASH TRANSFER ASSISTANCE, TO THE EFFRCT THAT WE HAVE, 1IN
FACT, INCLUDED IN PAST ESF CASH GPANT AGRLEMENTS ALL JF
THE REQUIREMENTS IN THE NZW PROVISIONS. THESE SAME
PROCEDURES WILL APPLY TC ESF-V. WALXER
E1

73165

NNNN

UNCLASSIFIED DAXAR 3153
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ANNEX 9

Local Currency Uses, ESF-IV and ESF-V

The local currency (CFAF) counterpart of the three tranches of ESF-IV was
used for payments of arrears to private sector enterprises in Senegal, as
indicated in the attached project implementation letters (PILs) and the
relevant letters from the GOS Ministry of Finance Treasurer General. A list
of recipient firms was attached to each letter from the Treasurer General.

We intend to allocate the CFAF counterpart of the $6,000,000 first tranche
of the ESF-V cash transfer to the same purpose (payment of arrears to private
sector enterprises in Senegal) and the counterpart of the $5,025,000 second
tranche of the cash transfer as a contribution to retirement of the ONCAD debt.

3010P
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USAID/Senegal

B.P. 49

Dakar

Subject: A.I.D. Economic Support Fund
(ESF) IV Program (655--0288)

Agreement - First Tranche.
Implementation Letter ©288-03.

Ref: (A) A.I.D./PRM/86-E1; ({B) Ministry
of Finance Treasurer to USAID Letter No.
0112/Cab. 1 dated July 17, 1986 (copy
attached).

Dear Sir,

Pursuant to Section 5.2. of the subject
Agreement, this Program Implementation
Letter (PIL) formzlizes in writing USAID
acceptance of evidence as presented in
the referenced Ministry of Finance
letter of July 17, 1986 from Mr. Mamadou
Lamine Loum, Treasurer (copy attached),
that the prescribed use of local
currency in the Special Account has been
fulfilled, namely repayment of CFAF
3,756 (three thousand seven hundred
fifty six) million of GOS arrears to the
private sector in the period of
January-June, 1986. The USAID Mission
therefore concurs in the release of the
local currency equivalent of the first
ESF-IV tranche of U.S.$ 10 ¢ten) million
from the Special Account.

Dakar, le 10 septembre 1986

Monsieur Mamoudou Touré
Ministre de 1'Economie et des Finances
Centre Peytavin

Dakar

AID/PRM/86-73

Objet: Accord relatif au Programme du
Fonds de Soutien Economique (ESF) IV de
1'USAID (No. 685-0288) -

Premiére tranche.

Lettre d'Exécution No. 0288-03.

Ref: (A) N/L AID/PRM/86-51 en date du 9
juillet 1986 ; (B) Lettre du Trésorier
général du Ministére de l'Economie et "
des Finances & 1'USAID No. 0112/CAB.l en

date du 17 juillet 1986 (copie jointe).
Monsieur le Ministre,

Conformément 4 la Section 5.2. de
1'Accord susmentionné, la présente
lettre d'Exécution a pour objet
dfofficialiser par écrit 1'acceptation
de 1'USAID, comme il est précisé dans la
lettre du Trésorier général ci-dessus
citée en référence (copie Jjointe), que
les fonds en monnaie locale du Compte
spécial ont été utilisés, conformément
aux dispositions de 1'Accord, 3 savoir
pour le remboursement de la somme de
3.756.000.000 (trois milliards sept cent
cinquante six) millions de francs CFA
représentant des arriérés de 1'Etat au
secteur privé, pour la période allant de
Jjanvier & juin 1986. En conséquence,
1'USAID/Sénégal donne son accord pour le
déblocage, du Compte spécial, de
l1'équivalent en monnaie locale de la
premiére tranche du programme, d'un
montant de 10 (dix) millions de dollars
américains.
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PIL No. 685-0288-03 P.

2

This and all subsequent PILs will be
prepared in both English and French;
the English version will control in the
event of ambiguity or conflict between
the two versions.

Please sign the original of this PIL and
-return it to USAID acknowledging
receipt. A copy of the letter is
enclosed for your files.

Sincerely,

S.J. Liktlefield
Directo&, USAID/Sene

ce:

-~ Mr. Magatte P. Séne,
National Director, BCEAO.

- Mr._kamadou lamine Loum,*Treasurer,
Ministry of Economy and Finance.

- Mr. Prosper Youm, Director of
Projection Department,
Ministry of Economy and Finance.

2289P

Lettre d'Exécution 685-0288-03 P. 2

La préscente Lettre d'Exécution et
toutes celles qui suivront seront
rédigées en Anglais et en Frangais; en
cas d'ambiguité ou de désaccord entre
les deux versions, la version anglaise
fera foi.

Je vous saurais gré de bien vouloir
signer 1'original de la présente Lettre
d'Exécution et la retourner a 1'USAID,
en accusant ainsi réception. Veuillez
trouver ci-joint une copie de la lettre
pour vos archives.

Le Sccrétaire d'Elal
Loz ap TéeniMonsiepns,de,
igﬁm@? haute

e

Veuil
Ministre,
considérati

e

. 'l . -
.Moussa TOURE,-Secrétaire d'Etat aupres

du Ministre de 1'Economié et des Finances.

Ampliations:

- M. Magatte P. Séne, Directeur
national, BCEAO.

— M. Mamadou Lamine Loum, Trésorier
géuaral, Mipistére de l1'Economie
et des Finances.

- M. Prosper Youm, Directeur de la
Prévision et de la Conjoncture,
Ministére de l'Economie
& des Finances.

2290P
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REPUBLIQUE DU SENEGAL

"MINISTERE DE L’ECONOMIE

ET DES FINANCES Dakar, le

DIRECTION GENERALE DU TRESOR 3 vl ¢

TRESORERIE GENERALE

[See PlLO2B8-03] L Casorior ;;e’nem/

Référence A rappeler .
< ‘“¢%7 ONSIFUR HAROLD LUBELL

034_2‘_/0@.1, CHEF DU BUREAU DE PROGRAMME
@ (L1 NMof Vg, U.S.A.I.D./SENEGAL - DAKAR -
N
| COMATENTIEL
Monsieur,

Suite & votre lettre n° AID/PRM/8651 en date du 9 juillet
1986, je vous fais tenir ci-joint la liste des réglements effectués par
1'Agent Comptable central des Etablissements publics et par mes services
pour rembourser entre le ler janvier et le 30 juin 1986 des arriérés de

1'Etat et des [tablissements publics envers le secteur privé.

Mes services se tiennent & votre disposition pour des préci-

slons complémentaires & fournir.

Je vous prie d'agréer, Monsieur, 1'expression de mes sentiments

distingués/.

v/ Total CFAF 3.5 233935
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USAID/Senegal
B.P. 49
Dakar

Subject: A.I.D. Economic Support Fund
(ESF) IV Program (685-0288) -
Agreement -as- amended - Second Tranche.
Implementation Letter 0288-04.

Ref: (A) A.I.D./PRM/86-51; (B) Ministry
of Finance Treasurer to USAID Letter No.
00607/Cab. 1 dated August 19, 1986 (copy
attached).

Dear Sir,

Pursuant to Section 5.2, of the subject
Agreement, this Program Implementation
Letter (PIL) formalizes in writing USAID
acceptance of evidence as presented in
the referenced Ministry of Finance
letter of August 19, 1986 from Mr.
Mamadou Lamine Loum, Treasurer (copy
attached), that the prescribed use of
local currency in the Special Account
has been fulfilled, namely repayment of
CFAF 523 (five hundred twenty three)
million of GOS arrears to the private
sector in the period of July-August,
1986. The USAID Mission therefore
concurs in the release of the local
currency equivalent of the second ESF-1IV
tranche of U.S.$ 1,484,000 from the
Special Account,

Dakar, le 10 septembre 1986

Monsieur Mamoudou Touré

Ministre de 1'Economie et des Finances
Centre Peytavin

Dakar

AID/PRM/86-74

Objet: Accord relatif au Programme du
Fonds de Soutien Economique (ESF) IV de

1'USAID (No. 685-0288) Modifié -
Deuxiéme Tranche.
Lettre d'Exécution No. 0288-04.

Ref: (A) N/L AID/PRM/86-51 en date du 9
juillet 1986 ; (B) Lettre du Trésorier
général du Ministére de 1l'Economie et

des Finances a 1'USAID No. 00607/CAB.1
en date du 19 aolit 1986 (copie jointe).

Monsieur le Ministre,

Conformément a la Section 5.2. de
1'Accord susmentionné, la présente
lettre d'Exécution a pour objet
d'oflicialiser par écrit l'acceptation
de 1'USAID, comme il est précisé dans la
lettre du Trésorier général ci-dessus
citée en référence (copie jointe), que
les fonds en monnaie locale du Compte
spécial ont été utilisés, conformément
aux dispositions de 1'Accord, a savoir
pour le remboursement de la somme de
523 millions de francs CFA représentant
des arriérés de 1'Etat au secteur privé,
pour la période allant de juillet a aoiit
1986. En conséquence, l'USAID/Sénégal
donne son accord pour le déblocage, du
Compte spécial, de 1l'équivalent en
momnaie locale de la deuxiéme tranche du
Programme, d'un montant de 1.484.000
mille dollars américains.
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PIL No. 685-0288-0. & P. 2 Lettre d'Exécution 685-0288-0 & P, 2
This and all subsequent PILs will be La présente Lettre d'Exécution et
prepared in both English and French; toutes celles qui suivront seront

the English version will control in the rédigées en Anglais et en Franc¢ais ; en
event of ambiguity or conflict between cas d'aabigulté ou de désaccord entre
the two versions. les deux versions, la version anglaise

fera foi.

Please sign the original of this PIL and Je vous saurais gré de bien vouloir
return it to USAID acknowledging signer l'original de la.présente Lettre
receipt, A copy of the letter is d'Exécution et la retourner a 1'USAID,
enclosed for your files. ein accusant ainsi réception. Veuillez

trouver ci-joint une copie de la lettre
pour vos archives.

-
. \
a3 LOlUENL 3 "-II

Sincerely, Veui]Iezﬁag:eén;unonSLeunxLé
Ministre, l'assuganeeide:gpa haute
considération9 i

i

Moussa 10URE Secretalre d'Etat auprés
du Ministre de 1'Economie et des Finances

Zttlefield
Dlre r, USAID/Senegal

cc: Ampliations:

- Mr. Magatte P. Séne, -~ M. Magatte P. Séne, Directeur national,
National Director, BCEAO. BCEAO.

- Mr. Mamadou Lamine Loum, Treasurer, - M. Mzmadou Lamine Loum,
Ministry of Economy and Finance. Trésorier général, Ministeére de

- Mr. Prosper Youm, Director of 1'Economie et des Finances.
Projection Department, ' - M. Prosper Youm, Directeur de la
Ministry of Economy and Finance. Prévision et de la Conjoncture,

Ministére de l'Economie
& des Finances.

2292Pp 2294P,
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bk {;

REPUBLIQUE DU SENEGAL

MINISTERE DE L’ECONOMIE
ET DES FINANCES

DIRECTION GENERALE DU TRESOR

TRESORERIE GENERALE

[ PIL o2& -oﬂ

Référence A rappeler
No

w s D oppny
006073

Monsieur,

11 AovT (984

Ayt

3
H

Dakar, le

.EEEZ g%;ﬁhazcbfv ;zébzé%cz&é

oA/ onsieur Harold LUBELL Chef du Bureau
du Programme USAID/SENEGAL

—=-~ DAKAR -=-

Je vous prie de bien vouloir trouver ci-joint une

liste des réglements éffectués par mes services po-lant la périosde du

ler juillet 1986 au 18 aofit 1986 pour rembourser de. arriérés de 1'Etat

envers le secteur privé et les petites et moyennes entreprises.

Ces paiements portent sur un montant total de francs

CINQ CENT VINGT DEUX MILLIONS SEPT CENT TROIS MILLE SOIXANTE (522 703 060)

ments distingués./-

Veuillez agréer, Monsieur, l'expression de mes senti-
p

LE TRESORIER GEMERAL

Par Proijijtlon
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AID/PRM/86-91

Subject: A.I.D. Economic Support Fund
(ESF) 1V Program (685-0288)
Agreement as amended — Third
Tranche,
Implementation Letter 0288~05

Dear Sir,

This Program Implementation letter (PIL)
authorizes release from the Special
Account of the CFAF equivalent of the
$1.0 million third tranche of ESF-IV
Program for further payment of GOS
arrears to the private sector, in
accordance with the prescribed uses of
local currency in the Special Account
specified in Section 5.2. of the Grant
Agreement.

Please forward from the Ministry of
Finance Treasurer a listing of the firms

recelving paymwent under this use of the
Special Account.

This and all subsequent PILs will be
prepared in both English and French;
the English version will control in the
event of ambiguity or conflict between
the two versions.

r R T T

Embassy of the United States of America

Dakar, le 2 décembre 1986

Monsieur Moussa TOURE, .Secrétaire d'Etat apis

Ministre de 1'Economie & des Finances
Centre Peytavin
Dakar

Objet : Accord relatif au Programme du
Fonds de Soutien Economique
(FSE) 1V de 1'USAID (No.
685-0288) modifié ~ Troisi2me
Tranche.
Lettre d'Ex&cution No. 0288-05.

Monsieur le Ministre,

La présente Lettre d'Ex&cution autorise
le déblocage, du Compte spécial, de
1'équivalent en FCFA de un (1) million
de dollars représentant la troisiZme
tranche du Programme FSE IV en vue de
poursuivre le remboursement des arri&ré&s
de 1'Etat envers le secteur privé,
conformément aux dispositions relatives
2 1'utilisation des fonds en wmonnaie
locale du Compte spé&clal stipulées 2 la
Section 5.2. de 1l'Accord de Subvention.

Je vous prie de bien vouloir demander au
Trésorier gé&né&ral de nous envoyer la
liste des entreprises bé&n&ficiant des
remboursements dans le cadre de
1'utilisation des fonds du Compte
spécial.,

La présente Lettre d'Ex&cution et toutes
celles qui suivront seront rédig€es en
Anglais et en Francais; en cas
d'ambiguit& ou de désaccord entre les
deux versions, la version anglaise fera
fol.
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PIL No. 0288-05 ESF-IV P. 2

Please sign the original of this PIL and
return it to USAID acknowledging
receipt. A copy of the letter is
enclosed for your files.

Sincerely,

George Carner {3 ;{
Acting Director, USAID éz tegal

'O
(1]

Mr., Magatte P. S2ne, National
Director, BCEAO.

Mr. Mamadou Lamine Loum, Treasurer,
Ministry of Economy and Finance

Mr. Prosper Youm, Director of .
Projection Department, Ministry
of Economy and Finance.

2506Pp

PIL No. 0288-05 ESF-IV P, 2

Je vous prie de bien vouloir signer
1l'original de la présente lettre et la
retourner 3 1'USAID, en accusant ainsi
réception. Veuillez trouver ci-joint une
copie de la lettre pour vos archives.

Veuillez croire, Monsieur 1le Ministre, 3
l'assurance de ma haute considération.

/ Ils y3acrélaire ¢'El2t

<Aupn‘.~s l Kfinistre de 'Econcmie

g t&géﬁnsgw%)_Mwm

Moussa TOERE"" qguggglqol_mhita‘f' prés du
Ministre ia-&—dea—FinaJLes

Ampliations

M. Magatte P. S2ne, Directeur
national, BCEAO

M. Mamadou Lamine Loum, Trésorier
général, Ministare de
1'Economie et des Finances

M. Prosper A. Youm, Directeur de la
Prévision et de la Conjoncture,
Ministeére de 1'Economie et des
Finances..

2505p
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REPUBLIQUE DU SENEGAL

MINISTERE DE L’ECONOMIE
ET DES FINANCES

DIRECTION GINERALE DU TRESOR

TRESORERIE GENERALE

bpby b PIL 0288 - 05
T 1188 s
1 £y

vabrd

23 dec. 1966

Dakar, le 27 Bro, 1500

L Crsonion gencvad

o M ONSIEUR HAROLD LUBELL
CHEF DU BUREAU DU PROGRAMME
USAID/SENEGAL

DAKAR
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Mes services se tiennent a votre disposition pour des

précisions complémentaires & fournir.

Je vous prie d'agréer, Monsieur, 1'expression de mes sen-
timents distingués/.

Mamadod Tamine LOUM:-"
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ANNEX 10

Action Memorandum
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ACTION MEMORANDUM FOR THE DTRECTGR USAID/SENEGAL

DATE: April 6, 1987
FROM: Harold Lubell, Program Officer

SUBJECT. Senegal FY 1987 Economic Support Fund, 685-0289 (685-K-606)

I. Problem

Your approval is requested for a Structural Adjustement Program Grant of
$11,575,000 from Section 531 (a) (1) of the Foreign Assistance Act of 1961, as
amended, Economic Support Fund (ESF) appropriation, to Senegal. Of this
amount, $11,075,000 will be executed as a cash transfer to provide direct
budgetary support to the Government of Senegal (GOS), and $500,000 will be
reserved for studies and technical assistance in support of structucal
adjustement measures being undertaken by the GOS. It is planned that the
total life of pregram funding of $11,575,000 will be obligated in FY 1987.

The $11,075,000 cash transfer will be disbursed in two separate tranches
($6,000,000 and $5,075,000) when conditions precedent to each disbursement

have been met.

II. Discussion

A. Program Description and Purpose

The purpose of this program is to assist Senegal in attaining economic
stability and in maintaining political stability while promoting structural
reforms needed to redre.s the underlying problems of the econony.

The need for program assistance to Senegal will continue throughout the
FY 1987 - FY 1988 period; based on the most recent figures of the IMF, the
total financing requirements of the GOS on current and capital budgets from
internal and external sources for GOS FY 1986/87 alone are estimated to be
FCFA 42.3 billion or $141.0 million (at $1= 300 CFAF). Senegal has compiled
a solid reco:id of implementing policy changes over the past three years but
the need for hard structural adjustement continues. The Mission is supporting
these efforts through a multi-year ESF program. A fruitful coordination based
on inter-related conditionality has been established among the principal
donors o Senegal: IMF, France, World Bank, EEC, and USAID. The purpose of
this coordination is to reduce the dominance of the GOS in the economy. The
results of coordination have been most evident over past three years as the
GOS undertook a series of politically and socially sensitive reforms.

The ECPR, held in Washington on November 27, 1985 to review the Program
Assistance Initial Proposal (PAIP) for this ESF program, concuJdrred that the
ESF program should maintain a multi-year focus as a basis for developing a
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(=]

long-term approach with the GOS aimed at resolving Senegal's structural
problems, but that the program would be based on annual and separate
authorizations. Assuming that funding levels remain under $20.0 million,
AID/Washingtor. preference is to continue authorization of future PAADs in the
field in accordance with DOA 551, revised. However, the USAID will submit, by
cable, an annual progress report at the conclusion of each USG fiscal year.
This report will (1) describe GOS performance in implementing the previous
year's conditions and covenants, (2) set forth conditionality that appears
likely fur the coming year and (3) discuss plans for changes in the program's
long term nbjectives compared to what was contenplated in the current year's
PAAD.

The cable is to be sent to AID/Washington for decision on the
authorization venue for the next year's PAAD. The Mission will be advised by
cable of AID/Washington comments and authorization venues. This process for
authorizing programs in following years assumes that the overall program
concept described in the ESF IV PAIP and PAAD remains unchanged. If the
concept changes, a formal PAIP will be required.

Such a reporting cable was submitted as a request for ESF-V on February 9,
1987 (Dakar 01379). An AID/W project committee held on February 27, 1987
concluded that (1) the request cable satisfies the PAIP requirement; (2) the
overall concept described in the ESF-IV program documentation remains
essentially unchanged under the ESF-V proposal; and (3) pursuant to DOA 551,
the Mission may proceed with PAAD development, approval and authorization
subject to several considerations noted in State 070741 (see Annex B of the
ESF-V PAAD).

The USAID has determined that the cash transfer mechanism for the bulk of
the grant is the most appropriate manner by which to achieve the program
purpose. Upon certification by the Mission Director that the GOS has met the
conditions precedent to each disbursement, the funds will be disbursed in
accordance with mutual GOS and AID agreement. Part of the grant will be
reserved for studies and technical assistance related to structural adjustment.

It is anticipated that the GOS will employ local currencies made available
in the context of this ESF program to stimulate growth in the economy through
reimbursement of arrears or other measures that will help to restore financial
liquidity to the private and banking sectors.

B. Financial Summary

Life of program funding of $11,575,000 for ESF-V is to be fully
obligated. Of this amount, $11,075,000 will be a cash transfer to be
disbursed in two scparate tranches ($6,000,000 and $5,075,000) in FY 1987, and
$500,000 will be reserved for studies and technical assistance related to
structural adjustement.
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C. Analyses
1. Economic

Senegal is beginning to recover from an economic crisis of unprecedented
dimensions stemming from the coincidence of a catastrophic series of drought
over the periods 1969-1973 and 1979-1984, declines in the world price of
peanuts and phosphates, @PEC-mandated rises in energy prices of 1973 and 1979,
labor laws and business monopoly practices that stifle potential industrial
growth, a rapid increase in populaticn, and a panoply of counter-productive
economic policies developed over the quarter century since independence.

The economic crisis has been well documented and analyzed in a series of
USAID/Senegal and donor documents. These analyses have laid the foundation
for a coordinated program of donor assistance whose purpose is to stabilize
Senegal's ecconomy and stimulate economic growth.

The AID/Washington ECPR approved on November 27, 1985 the Program
Assistance Initial Proposal (PAIP) which contained the basic macroeconomic and
agricultural justification for a 3-year series of ESF structural adjustement
program grants,

The Mission Project Committee (PC) found that the economic analysis
contrained in the FY 1986 ESF-IV Program Assistance Approval Document (PAAD)
satisfactorily justified the need for this program. The Mission PC reviewed
the up-date of the economic analysis contained in the FY 1987 ESF-V PAAD and
found that the justification still holds.

2. Reform Package

The policy reforms associated with this program are concerned with
reducing the dominance of the GOS in the key agricultural sector. The reforms
represent a continuation of USAID interests in the subsectors of rice import
operations, price equalization, and provision of agricultural inputs that
began with the initial ESF program in FY 1983.

The policy reform themes of ESF-V focus on improving policy management,
damping imported rice consumption, reducing agricultural sector deficits, and

encouraging private sector agro-industry.

GOS performance in implementing this reform package will be reviewed
before decisions regarding future ESF programs for Senegal are made,

3. Human Rights

Senegal is a functioning democracy and no issues exist with respect to
human rights,
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D. Conditions Precedents (CP) and Covenants

The $11,575,000 ESF-V program grant is conditioned on the implementation
of a series of policy change conditions described in Section V of the ESF-V
PAAD.

In addition to the policy change conditionality, the GOS will establish a
CFAF special account in the Central Bank and deposit therein currency of the
GOS in amount equal to disbursements of the cash transfer under the grant.
Funds in the special account may be used for budget purposes mutually agreed
upon by A.I.D. and the GOS., The CFAF special account will remain blocked
until the USAID Mission Director authorizes release of funds.

E. Implementation Plan

Once the Grant Program Assistance Agreement (GPAA) and Financing Request
are signed and evidence has been provided that all CPs have been met, the
Mission will cable a Financing Request to AID/W. M/FM/PAFD will then schedule
payment through the Federal Reserve Electronic Funds Transfer System to the
appropriate account of the GOS in the Chase Manhattan Bank, New York.

A disbursement of equivalent local currencies will be made with the mutual
consent of the GOS and A.I.D.. A letter from the USAID Mission Director to

the GOS will constitute A.I.D. consent to use and timing of fund disbursements.

F. Major Implementing Agencies

The management of these funds will be the responsability of the GOS
Ministry of Economy and Finance and the Central Bank of Senegal.,

A.I.D. officers responsible for the implementation of this ESF-V grant are:

Mr. Harold Lubell Mr. Barry Burnett
Program Officer AFR/PD/SWAP
USAID/Senegal

ITII. Waivers
There are no waiver requests contained in this program.

IV. Justification to Conpress

A Proposed Project Activity Statement for this ESF Program was contained
in the FY 1987 Congressional Presentation, Annex I, Africa, page 359. No
further notification to the Congress is required in this case.
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V. Clearances

The AID/Washington ECPR held in November 27, 1985 to review the original
PATP for the ESF-IV grant was chaired by DAA/AFR/CWA, Lois Richards. The ECPR
approved the PAIP and delegated authorization of the PAAD to the Mission
Director USAID/Senegal, subject to AID/Washington concurrence tased on an
interim reporting cable. AID/Washington concurrence with the program as

contained in the interim reporting cable was received on December 27, 1985
(State 391765).

The AID/Washington PC meeting on ESF-V held on February 27, 1987 was’
chaired by Barry Burnett (AFR/PD/SWAP). The favorable conclusions of the PC
were reviewed and approved by DAA/AFR/CWA Lois Richards on March 2, 1987. The
PC reporting cable (State 070741) was sent on March 11, 1987.

The Mission PC has concluded that the ESF-V PAAD be forwarded to the
Director USAID/Senegal for authorization.

VI. Recommendation

That you sign the attached Program Assistance Approval Document (PAAD)
facesheet and thereby approve life of program funding of $11,575,000 for the
Senegal ESF Program, 685-0289 (685-K-606).

Clearances

DDIR:GCarner ,5422» %7@?‘?7

LEG:EDragon /"/%D 7//L/?7

PRM/OPS: CSMcclusky A » %/3/63’

NIET

PDO:JSchlesinger

RCON:JIto

ADO:WNilsestuen _(NXK ¢ //L [?}'




