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Ii. SUMMARl OeINIPTION 

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 economic 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 proyide direct budgetary.support to the Government of Senegal
 

(GOS), 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 $11I075,000 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.
 
Such uses will be selected from activities that effect 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.
 

If required, waivers will be requested on a case-by-case basis.
 

The following conditions precedent an6 special covenants will. in substance
 
be included in the Program Grant Agreement. 

I. Standard Conditions 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 the First Tranche 

a. T1LprqLio gPoli cy Refor.m Management 

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

b. Dan ing.mported Rice Consumption 

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. ReducinAricultural Sector 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. If that credit is not repaid 
by the farmers, SONACOS wi1.l absorb the loss. 
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(2) The GOS will agree to undertake a study on producer price
 
relationships between cereals and peanuts. Suc a study wil.l also examine 
price differentials between Senegal and The Gambia. 

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

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

d. Encouraging Private Sector Aro-Industry 

The COS will provide the teems of reference of a study on the constrai.nts
 
limiting the effectiveness of the banking system to support small and medium
 
scale enterprises. 

3. Conditions Precedent to Release of Second Tranche
 

a. Improvi ng Policy Reform1 Management 

USAID will determine that the procedure for holding quarterly meetings
 
between IJSAID and the GOS on progress on structural adjustment is functi.oning
 
satisfactrorily.
 

b. Damping Imported Rice Consumption 

The GOS wi.l 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.
 

c. 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 oTn producer price relationships between cereals and peanuts. 

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

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

d. EncouragingPrivate Sector Agro-Industry 

The OS will provide a summary satisfactory to USAID of the interim 
results of the study of constraints on the banking system for channeling
 
credit to snall and medium scale enterprises, and-will confirm its intentions
 
to remove such constrai.nts. 
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4. Special Covenants
 

a. Damping Imported Rizo C. -mpticn
 

The GOS will adhere to the current timetable for privatization of rice
 
imports, namely that the private sector will be responsible for 25 percent of
 
rice imports for the period December 1, 1986 - Ulovember 30, 1987, and for the
 
entire quantity of commercial imports for the period December 1, 1987 -

November 30, 1988, except for CPSP imports for managing 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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I. Executive Summary 

A. Amount,...Purvpose a_nd Grantee 

USAKJ.D/Senegal reconimends authorization of an Economic Support Fund 
Structural Adjustment Grant (ESF-V) of $11,575,000 to the Republic of
 
Senegal. Of the grant, $I,075,000 will be in the form of a cash transfcr for
 
budgetary support to be released in two tvanches of $6,000,000 and $5,015,000 
when conditions precedent to each tvanche 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 grantis 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 
subsi.dies arising f'om GOS commitments to support agro- industry (part. i.cular Ly 
sugar and peanuts). 

B. Program Summary 

ESF- V builds on the accomplishments of ESF-IV and points our resources to 
the critical challenge of implementing the policy reforms that the Senegalese 
Gover-Oment now has in pl.ace. After two years of implementation experience and 
cosideiable progress on Lhe policy reform package agreed to at the 
Consultat.i.ve G'oup meeting of December 1984, we are now in a better posi.Lion 
to pinpoint tLhe reforms that are most critical and to appreciate which ones, 
ave the most diffi.cul.t to carry throun. We are also beginning to see l.he 
strains and contradi.cli.ons inherent in any serious reform process, as the 
donors and the COS move from identifying and correcting the most obvious 
distortions to working out the implementation details and tracing through the 
full impl.ications of reforms in individual sectors and subsectors. We are 
satisfied with the pace of reforms and the progress the GOS has made in the 
most essential areas covered by ESF-IV conditionality (domestic rice 
privatizali.on and CPSP di.smantling with respect to the peanut sector) but we 
remain concerne.d with the agro- industry deficits. 

Since the design of ESF- IV, a GOS/World Bank/IMF Policy Framewbrk Paper 
(PFP) and a Cereals Plan have been formulated to guide the policy reform 
process. The P1FP (World Bank document Sec M 86-1143, 10/15/86) was negotiated 
with the GOS as the basis for Senegal's first allocation out of the IMF-World
 
Bank structural adjustment faci.ity. The PFP encompasses two key sl.r.aLegi.es: 
the promotion of private sector initiative through appropriate pricing and 
other incentive policies, particularly in agriculture and industry, coupled 
with a progressive withdrawal of the government and public agencies from 
dLrect involvement in production activities; and the achievement of greatr 
efficiency in public resource management through improvements in the 
allocation and implementation of public investments, reform of the publi.c 
enterprise sector, and stvenghtening of government finances. The I'1P cont.ains 
a detailed list of reforms across several sectors and sub-sect6ors. 

http:sl.r.aLegi.es
http:privatizali.on
http:Consultat.i.ve
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The donor approved-GOS Cereals Plan of June 1986 spells out a qub-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 productive 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-IV, 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 management 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 1 .le(=sug
npeanuts)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 and- ugar 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 provided 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 complemented 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 $11,075,006 will be converted to CFAF at the rate of
 
exchange prevailing at the time of transfer of iach 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 l'Afrique de l'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 sig.iatur, 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 suppdrt the
 
policy studies called for in the conditionality.
 

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
 
Agricultural Production Support project, the Irrigation and Water Management
 
II (Bakel) project, the future Southern Zone Water Management project;
 
technical assistance to the millet transformation 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 and cowpeas.
 

The second major objective is to reduce or eliminate the financial drain
 
on the OS treasury of price subsidies arising from GOS commitments to 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 policy reform within the GOS.
 

IIl. 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 of 2.9 percent
 
(see Annex 1, Table 1).
 

Of 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 droughtin 1984 but
 
did much better in 1985 and in 1986 when rainfall was adequate although uneven
 
and there was a positive response to pol.icy 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 1-4.-
at a slower raie each year. Productiona of the
 
peanut oil crushing mills 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 import tariff raductions and removal of quantitative

restrictions implemented in July 1986 are likely to be disadvantageous to
 
local industrial production.
 

B. Agricultural Production
 

After the severe fall in agr1;.,:L-al prod,'ction 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. In 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 mediocre (600,000 NT) and sales to the oil mills for crushing
 

came to only 340,000 MT. 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. Deliveries to the
 
oil 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 Richar 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 Sucri~re S6n6galaise
 

(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 Parments
 

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 Senegal; but the GOS has established a
 
Peanut Guaranty Fund through which it hopes to cover the peanut sector'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 i.mports 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 percent, from -$221.8 million in 1985/86 to -$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 mi]l.i.on.
 

http:mi]l.i.on
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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 pe'iod 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 shorn in Annex 1, Table 8.
 

Domestic receipts increased in FY 1985/86 by only 7.2 percent over the
 
previous year's level (see Annex 1, Table 9) instead of the i.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 goods 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 refinery estimated at a minimum 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 wilt 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 OS 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 delieete, in 1988/89.
 

- The economic (as opposed to the pblic 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 1985/86, 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. In 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 Cf 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 end condiments. Refined sugar is sold
 
at a financial loss even at the high local market price, and the COS Treasury
 
is obliged to cover the loss by a subsidy '(a negative perequation payable to
 
the CSS from the CPSP) (see Anncc 1, AiAblc 11). The milk processors get their
 
sugar at less than half the market 1,rice, 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 MT per year, having declined from 82,000 MT in
 
1980/81 to 65,000 MT in 1985/86. Given the high price of sugar in Senegal, it
 
is estimated that 10-15,000 MT per 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 i.n
 
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 ItF structural adjustment facility
 
advance to Senegal.
 

As noted in a recent IMF staff report, the GOP hail 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 problems 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 prc,.:-a.; 
- 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 assi.stance 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 locaX consumer tastes .... The retail
 
price of rice will be kept at a level that will provide a minimum nominal
 
protection above import cost of 25 percent to producers of domestic coarse
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grains (other than rice). The GOS "remains committed to 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 frame for the
 
.macroeconomic and structural adjustment policies specified in the Policy
 

Framework Paper is 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 domeqtic 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 conditions considered essential by the World
 
Bank for releasing the second tranche of SAd-If 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 regard to
 
progressive privatization of rice imports, by postponing initial deadlines for
 

carrying out the successive otep agreed to in January 1986.
 

The World Bank's Lhird structural adjustment credit (SAC-iL), wh.h i.; 

expected to be in place by June 1987, will have three main themes: increasing
 

lII ptrod,.U:I.viLty ot managcmenL of Lhe public sector; slii.inulalineg pulI.vte 
investment; and improving financial intermediation. Details are not yet
 
available.
 



Senegal: FY 1987 ESF Structural Adjustment Grant (ESF-V) PAAD p. 10
 

C. Other Donor Assistance
 

As indicated in the TOF (Annex I '2LZle 8), the entire capital
 
expenditure of the GOS is 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 bil.lion ($272 million).
 

As estimated by USAID/Senegal from a sL of donor missions in Dakar,
 
commitments of donor assistance came to $747 million in CY 1986, $470 million
 
in grants and $377 million in loans. Multilateral donors accounted for $24L
 
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-IV
 

ESF-IV conditionality was formulated in order to keep the attention of
 
the COS on i.mplemention 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 tbtal policy package
 
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-IV.
 
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-IV conditionality was focused on four policy themes:
 

- reorganization of the imported rice sector;
 
- phasing out of price equalizatioii;
 
-.reducing the deficits and cleaning up the credit arrears of agro-industry
 
(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 Imported Rice Sector
 

The Caisse de P6rquatibn 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 billion of arrears on
 
repayments by distributors of credits on earlier rice sales, as called for by
 
ESF-IV 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-Il 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 vice import operations and internal distribution
 
beginning in July 1986 through the elimination of p quota system."
 

The current plan for privatization of rice imports, announced on
 
September 4, 1986, is unambiguous with respect to iOi)-rnal distribution: The
 
quota system has been eliminated and any licensed trdder 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 to 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 period December 1, 1987 - November 30,
 
1988, the private sector will import the entire quantity of rice needed,
 
except for CPSP imports for manar4 .ng the security stock'of 60,000 MT.
 

One of ESF-IV's special covena.ats (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 pricds) 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 Bakei is a rico-growing area which exports
 
rice on an artisanal basis to Mauritania and occasionally to nearby areas in
 
Mali.
 

It can be argued that absorption of transport costs on rice by the CPSP
 
to the Sine Saloum area of the Peanut Basin reduces the competitivity of local
 
production of millet. In 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 Senogalese consumer price of rice.
 

There are, of course, fluctuaLions ;bove the official price of rice in
 
any particular market place depending on the level of supply immediately
 
available. In Dakar itself, CFAF 160/kg standard broken rice sells at
 
CFAF 170 to CFAF 175 if supplies ave tigl.t. Fluctuations in the interior are
 
likely to be wider.
 

b. Phasing Out of Pric. ', .ization
 

Progressive dismantling of the pvLi.e equli;cation system is technically
 
in process: the operatioTIs of the peanut sector have 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 nrice 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 price. 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 study 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 A
 
plan for replacing fixed producer prices of export crops with a flexible floor
 
price mechanism, or on replacing Puic3 equalization by a fiscal instrument.
 
Nor, is a mechanism yet under des1ijlv. E L veaplacing price equalization on 
imported rice by a special tax, whose inLtodmuction is now postponed until 
December 1988 under the arrangement wofkcd out earlier this year between the 
GOS and the World Bank when it became evident 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 difficulties.
 
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 Sucri~re S6n6galaise (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 take 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 perequation 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 costs. 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, intuzjzted donorc, and the SOFISEDIT) to
 
produce sugar at a cost that would not require a subsidy.
 

c. Agro-Industry
 

ESF-IV Condition Precedent 2.2.; niled 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 rem6ved 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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19a3/84 1984/85 1985/86
 
Procurement price (net) in .o' 50 60 90
 
World price (CFAF equivalent) 133 153 75
 

With processing costs added, the eff ct 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 sector) agrer the end of 1985; (2) that crop
 
credit, due on the seed stock for the 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 announced 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 in 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. In the short run, the GOS hopes to tap the
 
EEC/Lom6 Convention export stabilization fund, STABEX, as a donor source.
 

2. PL 480 Title I
 

FY 1986 PL 480 Title I proAiC . .9;5 million of rice toSenegal. Local
 
currency proceeds are being used (a) for support of the fertilizer subsidy
 
program (in conjunction with funding from the EEC food aid Common Fund), (b)
 
for support of the cereals floor price, (c) for partial funding of in-country
 
transport of Title II grant food aid, and (b) accelerated retirement of the
 
ONCAD debt. Self-help measurqc focused primarily on deregulation and
 
liberalization of cereals marketing and establishment of the floor price
 
system for cereals.
 

For FY 1987, we are proposla,. a .IC.0million rice import program under
 
Title I. Proposed FY 1987 FL 480 Title I self help measures are described in
 
section V.B.5 below (and in Annex 4).
 

3. Agricultural Prodcti..'. SiPo.!t PF'oect
 

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 commercial 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-IV,are
 
retained, but our emphasis reflects the progress made under ESF-IV and th.
 
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 Manam
 

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
 
domestic 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 th6
 
Ministry of Economy and Finance, the Ministry of Planning and Cooperation, and
 
the Ministry of Rural Development. Once the system is in place, the quarterly
 
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/IHF PFP (Policy Framework Paper)
 
and new issues as they arise.
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2. Damping Imported Rice Consumption
 

In the context of cereals policy, our concern with rice imports this
 
coming year is primarily to divert consumer demand from imported rice to
 
domestic grains (millet, sorghum, maize, an4 cowpeas). Maintaining the
 
internal price for rice at its present high level by Government fiat clearly
 
serves that purpose. We consider the removal of restrictions on internal
 
distribution of imported rice through 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 wockiings 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 CPSP 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. For 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 than 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 price of rice comes back
 
up to the level of the present internal Senegalese price, which was set after
 
much painful political decision-making, ki order to reduce the subsidy on
 
rice. Our recommendation would be to !at the consumer price rise with the
 
world price once the latter goes beyond the level where it provides 25 percent
 
protection to Senegal's domestic floor pricefcr cereals, 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 clejar 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 thersurplus 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 ane o identify options for reducing the
 
deficits.
 

Removing the peanut sector from the functions of the CPSP has served the
 
useful function of introducing some transparency 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
 
the 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 Aro-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. Proposed ESF-V Conditionality
 

In line with the discussion of objectives in Section II, we propose the
 
following elements of conditionality for the ESF-V Structural Adjustment Grant.
 
The policy themes are as above-: improving policy reform management; dampening
 
imported rice consumption; reducing agricultural sector deficits; and
 
encouraging private sector agro-industr-.
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1. Standard Conditions Precedent to Release of First Tranche
 

The OS 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 OS 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 OS 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 Consumption
 

The OS 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 0OS cereals plan, and (c) a fiscal
 
instrument for replacing the perequation on imported rice.
 

c. Reducing Agricultural Sexdtov Deficits
 

(1) The OS 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. In the event of'non-paymenL 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 differetials between Senegal and The Gambia.
 

(3) The 0OS 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 enterprises.
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3. Conditions Precedent 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.
 

c. 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 produce-r 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-Inductry
 

The GOS will provide a summari 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 Ui.; m~tion
 

Eimecat1 
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 

The GOS will adhere to the t... for privatization of rice 

-

November 30, 1988, except for CPSP impo.ts for managing 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.
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5. Relation to Other Mission Conditionality
 

As stated earlier, the rain thrust of Mission policy is to support
 
agricultural reform and the new cereals policy, using as instruments both
 
prograt, 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 (see 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 transfe7 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 OS.
 



Senegal: FY 1987 ESF Structural Adjustment Grant (ESF-V) PAAD p. 21
 

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 trisor aupr~s de la BCEAO/Seregal") at the
 
Central Bank in Dakar, and will inform USAID/Senegal of the transaction. A
 
written letter from ti6 Director 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 COS
 
prior to subob igation. It is anticipated that the final disbursement date
 
for use of ti.: ., Lands 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 OS 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. In 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 OS 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 rates. 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 Senegal's
 
negotiating positi.on (and our own) in this area and is a necessary step toward 
relabi 1t. aLlorl of Lhf. b krl~gL.,l.,:B;:lnriki.rg ";y11;tem. 

3. Audit Conside'ations
 

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
 

http:lnriki.rg
http:positi.on
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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 Agreement
 
(GPAA) finalized in French and English. 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 repeives 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) Identification and analysis of constraints limiting the effectiveness
 
of the banking 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 terms 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 to 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. respite 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 few 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
 
Oil 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 71.2
60.0 72.3 78.1 85.1 92.8
 
Other industries 103.5 112.6 156.3
119.0 189.0 190.6 225.5
 

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
 
Pr6vision et de la Conjoncture), December 1986. 
 These estimates are approximative at
 
best.
 



Table 2. Senegal: 
Quantity of Production of Principal Industrial Commodities, 1981-1986 (First Half) 


Comodity 

Unit 
 1981 
 1982 
 1983 
 1984 
 1985 
 1986


Phosphates 
 '00OMT 

Marine salt 

2075.8 1310.2 1587.6 2078.8 
 2377.0 
 1271.0
'000MT 
 140.0
Canned tuna 160.0 170.0 
 170.0 
 143.0
MT 12203.0 135.0
Shellfish 23879.0 28174.0 
 28719.0 
 27407.0
MT 10355.0
2489.0 2120.0 1303.0
Processed fish 1367.0 
 3480.0
i 25088.0 28858.0 1543.0
 
Condensed milk 19632.0 12662.0 7724.0
'000}iT 22.1 28.8 9933.0
 
Natural milk 26.4 22.1 23.4 12.8
11562.0
Unrefined oil 

hl 14200.0 11055.0 12836.0 
 8828.0
'000MT 3312.0
Refined oil 30.4 219.1 186.3 
 126.1
'000MT 19.9 81.8 81.2
36.1 
 47.2
0ilcake 31.6 26.3 
 13.7
'000MT
Lump sugar 41.2 273.1 276.4 305.0
'00OMT 119.9 94.4
37.0 
 50.1
Beer 46.2 
 51.8 111.0
'OOhi 28.5
177.6
Carbonated beverages 176.1 188.8 163.5 
 168.0
'ooohl 79.0
329.4 287.2
Thread 257.8 
 238.0
MT 266.3 149.2
844.0 1075.0
Dyed and bleached cloth 1286.0 1875.0 1332.0
'000 meters 1373.0 709.0
7273.0
Raw cotton 4676.0 1625.0 634.0
'000t 716.0
21.6
Leather shoes 18.1 18.4
'000 pairs 620.8 878.0 
9.6 36.4 16.1


Plastic shoes 705.9 1311.6 
 613.1
'000 pairs 3071.9 592.9
 
Petroleum products 3915.6 2644.4 2337.6 2384.2
'00OMi 1264.5
632.4 
 542.3 270.9
Paints and varnishes 341.6 435.9
MT 240.2
2674.0
Flour (wheat, millet) 2761.0 3124.0 2755.0
'000nr 3289.0 1866.0
88.9
Fertilizer 80.3 88.9 
 86.6
'000mT 66.: 44.9

Soap 74.1 47.0 63.6 63.1 
 63.2 24.2
'00OMT 
 36.1
Cement 35.9 38.5 35.0 29.7 15.1
'000MT 
 396.0 375.4
Assembled vehicles No. 

388.2 423.6 408.2 209.3
277.0
Metal packaging 269.0 348.0 504.0
mill. units 341.0 137.0
94.9 120.4 143.6
 
Household articles 
 146.4 139.5 55.7
in enameled metal 
 2738.0
Electricity MT 3047.0 1726.0 1269.0
mill. Kwh 1068.0 699.0
606.1
Water 628.9 669.2 684.6
mill. m3 63.3 756.0 354.0
67.0 
 65.6 
 72.7 
 66.2 
 40.1
 

Source:
1981-1984 : 
Statistics Department, Situation Economique du S~n~gal, 1984.
1985, 1986: 
 Statistics Department, direct communication.
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Table 3. Senegal: Index of Industrial Production, 1981-1986
 
(1976 100) 

Weights Prelim. 
Industry branch (in Z) 1981 1982 1983 1984 1985 1986 

Mining 
.Phosphates 

13.5 
16.2 

111.0 
110.2 

77.4 
69.9 

77.0 
78.5 

103.2 
106.7 

112.6 
114.5 

122.9 
124.9 

Food processing
other than oil pressing 30.9 116.1 121.2 122.7 124.4 130.0 128.0 

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

43.1 
2.8 

12.2 
13.2 

88.5 
163.2 
18.8 

140.5 

105.2 
181.3 
64.3 

140.7 

109.7 
151.0 
76.7 
138.1 

102.8 
139.6 
48.0 

154.0 

103.2 
170.3 
35.3 

166.1 

103.6 
178.3 
41.7 
194.0 

Cfn 

Textile, clothing & leather industries 
.Textiles 

12.3 10.4 
123.3 

147.6 
166.3 

136.3 
153.8 

137.9 
151.4 

133.9 
155.9 

137.6 
158.4 

.Clothing and leather 54.1 66.2 60.0 726 38.3 47.1 

Wood working industries 0.5 127.1 140.9 133.0 124.7 119.0 122.7 

Paper and cardboard industries 1.8 120.6 121.0 137.5 132.0 120.1 137.4 

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

11.4 
1.6 
3.7 
2.8 

83.5 
96.3 
72.7 
71.8 

80.2 
80.1 
42.6 
91.8 

73.1 
40.9 
55.8 
75.0 

69.5 
48.8 
58.2 
74.3 

77.9 
61.3 
54.5 

120.1 

87.7 
69.0 
61.4 

135.2 

Construction materials 3.3 94.7 91.1 109.0 112.6 94.1 102.3 

Mechanical industries 
.Machinery and equipment 

4.0 
1.9 

61.8 
29.4 

74.3 
37.6 

95.0 
43.3 

98.0 
55.5 

78.1 
50.7 

84.1 
54.6 

Energy 
.Electricity 
.Water 

5.1 
2.7 
2.4 

134.6 
132.5 
137.0 

141.4 
138.0 
145.2 

144.3 
146.2 
142.1 

155.3 
149.7 
157.4 

155.0 
165.2 
143.5 

172.1 
188.7 
153.5 

Sub-total excluding oil pressing 87.8 108.2 108.3 108.4 115.4 117.6 122.8 

Total including oil pressing 100.0 97.2 103.0 104.5 107.2 107.6 112.9 

Source: Direction de la Statistique. 

(A 



Senegal: FY 1987 ESF-V PAAD 
 Annex 1 
 P. 32
 

Table 4: 


Crop 


Industrial peanuts:

Production 

Sales 

Deliveries in shell
 

to oil-pressers 

Producer price


(CFAF/Kg) 


Edible peanuts:

Production 

Sales 


Producer price
 
(CFAF/Kg) 


Cotton:
 
Production harvested
 

and marketed 

Purchase price
 

(CFAF/Kg):
 
1st quality 

2nd quality 

3rd quality 


Millet-sorghum:
 
Production 

Sales 


Producer price

(CFAF/Kg) 


Paddy rice:
 
Production 

Producer price
 

(CFAF/Kg) 


Maize:
 
Production 

Sales 


Producer price

(CFAF/Kg) 


Niebe (cowpeas):
 
Production 


Producer price
 
(CFAF/Kg) 


Manioc:
 
Production 


Agricultural Production, 1981/82-1986/87 
(quantities in '000 MT) 

1981/82 1982/83 1983/84 1984/85 
Estim. 

1985/86 
Proj. 

1986/87 

866.6 1145.4 570.9 500.0 590.4 740.0 
678.7 898.9 347.3 231.8 340.3 460.0 

517.1 700.9 216.0 145.0 270.9 400.0 

70.0 70.0 70.0 90.0 90.0 90.0 

5.3 18.3 20.7 13.1 10.7 16.0 
4.7 13.7 4.6 3.7 7.3 10.0 

74.5 78.8. 78.8 78.8 95.0 95.0 

41.0 47.5 30.4 47.0 38.8 25.4 

68.0 70.0 70.0 70.0 100.0 100.0 
62.0 62.0 62.0 62.0 90.0 90.0 
35.0 35.0 35.0 35.0 55.0 55.0 

986.0 585.2 332.0 471.4 950.0 555.3 
31.7 - - 1.7 7.7 8.0 

50.0 50.0 55.0 60.0 70.0 70.0 

127.0 95.0 101.5 135.8 147.5 128.1 

51.5 51.5 60.0 66.0 85.0 85.0 

94.8 82.2 61.5 90.4 147.0 93.1 
0.5 - - 0.5 1.4 1.2 

47.0 47.0 50.0 60.0 70.0 70.0 

28.7 13.2 8.9 15.7 80.0 45.8 

43.0 43.0 43.0 60.0 110.0 110.0 

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 
Exports, f.o.b. 

-221.3 
563.5 

-256.6 
532.0 

-221.8 
482.7 

-167.4 
496.0 

Imports, f.ob -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) 
Private 

132.9 
-6.2 

130.1 
5.8 

127.1 
18,0 

127.6 
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 
IMF 

28.9 
52.1 

48.8 
4.7 

51.7 
-7.6 

-13.9 
-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: Imports 1981 - 1986
 
(valuecin CFAF billions, volume in '000 MT, prices in CFAF/kg)
 

Commodity 


Petroleum products 


Crude petroleum
 
Value 

Volume 


Price 


Finished products
 
Value 

Volume 

Price 


Food products 


Rice
 
Value 

Volume 

Price 


Wheat
 
Value 

Volume 

Price 


Sugar
 
Value 

Volume 

Price 


Other food products 


Beverages and tobacco 


Other consumption goods 


Equipment goods 


Intermediate goods 


Subtotal:
 
Special commerce, c.i.f. 

Entrepots and adjustments 


Subtotal:
 
General commerce, c.i.f. 

Freight and insurance l/ 


General commerce, f.o.b. 


1981 


80.8 


47.1 

604.2 


78.0 


33.7 

386.2 

87.3 


69.1 


27.0 

339.8 

79.5 


5.5 

100.5 

54.5 


7.0 

51.7 


135.4 


29.6 


4.2 


36.9 


32.5 


68.8 


292.3 

19.3 


311.6 

37.4 


274.2 


1982 


96.1 


44.3 

473.7 


93.5 


51.8 

510.7 

101.4 


72.2 


28.1 

375.6 

74.6 


6.8 

112.3 

60.5 


5.1 

51.8 

98.1 


32.2 


4.9 


50.7 


45.0 


82.1 


350.9 

-46.6 


304.3 

36.5 


267.8 


1983 


90.9 


29.5 

304.5 


96.9 


61.4 

653.7 

94.0 


86.6 


33.8 

380.0 

89.0 


6,5 

116.5 

56.7 


2.7 

25.6 


105.5 


43.5 


5.8 


54.2 


62.5 


93.8 


393.9 

-12.8 


381.1 

45.7 


335.4 


Prelim. 
1984 1985 1986 

112.6 87.6 46.9 

37.8 13.2 27.1 
383.7 132.6 600.0 
98.5 99.8 45.2 

74.8 74.4 19.8 
706.9 763.8 313.9 
105.8 97.4 63.1 

105.5 97.4 63.1 

34.2 27.3 17.6 
371.9 336.5 318.1 
92.0 81.2 55.4 

7.1 7.1 4.2 
118.5 97.6 100.0 
59.9 72.8 42.0 

2.0 - -
25.2 - -
79.4 79.4 57.4 

62.2 73.4 58.8 

6.1 7.2 8.8 

48.9 54.0 57.8 

47.0 51.7 48.9 

109.5 120.4 112.5 

429.6 428.8 355.6 
-12.2 -25.5 -21.1 

417.4 403.3 334.5 
50.1 48.4 40.1 

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)
 

Commodity 


Peanut products (value) 


Unrefined oil
 
Value 

Volume 

Price 


Refined oil
 
Value 

Volume 

Price 


Oilcake
 
Value 

Volume 

Price 


Peanuts
 
Value 

Volume 

Price 


Phosphates
 
Value 

Volume 

Price 


Fish (value) 

Fresh fish
 
Value 

Volume 

Price 


Canned fish
 
Value 

Volume 

Price 


Fertilizer
 
Value 

Volume 

Price 


Industries Chimiques
 
S~n~galaises (ICS)
 
Value 


Cotton
 
Value 

Volume 

Price 


1981 


9.1 


6.2 

21.6 


287.0 


0.I 

0.4 


250.0 


,1.9 

31.9 

59.6 


0.9 

2.9 


310.3 


19.9 

1333.4 


14.9 


27.9 


17.3 

53.9 


320.9 


10.6 

15.2 


697.4 


2.6 

130.4 

20.0 


-

2.0 

4.2 


476.2 


1982 


42.1 


31.1 

151.5 

205.3 


0.3 

0.8 


375.0 


10.1 

194.9 

51.8 


0.6 

4.6 


130.4 


18.3 

1102.8 


16.6 


30.2 


18.5 

53.7 


344.5 


11.7 

15.4 


759.7 


2.2 

138.0 

15.9 


-

4.8 

10,1 


475.3 


1983 


55.5 


36.3 

157.9 

229.9 


1.5 

5.8 


266.6 


13.6 

214.4 

63.4 


4.1 

24.7 


166.0 


18.7 

1265.0 


14.8 


37.3 


21.1 

53.3 


395.9 


16.2 

19,6 


826.5 


4.1 

173.6 

23.6 


-

8.1 

13.6 


595.6 


1984 


54.5 


39.3 

85.5 


459.7 


3.3 

7.0 


472.8 


7.7 

94.8 

81.0 


4.2 

16.1 


261.5 


28.6 

1514.0 


18.9 


49.5 


28.3 

64.3 


440.1 


21.2 

24.3 


872.4 


6.7 

173.6 

38.7 


12.2 


6.9 

9.1 


758.2 


1985 


23.7 


18.4 

40.0 


460.7 


1.0 

1.8 


555.0 


4.2 

72.7 

57.8 


0.1 

0.2 


500.0 


27.3 

1575.5 


17.3 


54.0 


31.0 

66.5 


466.2 


23.0 

25.0 


920.0 


-

-


34.3 


18.4 


7.1 

10.0 

710.0 


Estim.
 
1986
 

23.6
 

17.5
 
83.1
 

210.6
 

0.3
 
0.7
 

428.6
 

5.6
 
125.9
 
44.5
 

0.2
 
0.7 

285.7
 

21.0
 
1508.0
 

13.9
 

51.1
 

29.3
 
70.0
 

418.6
 

21.8
 
27.0
 

807.4
 

-

-


29.1
 

21.0
 

5.9
 
13.2
 

445.4
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Table 7 (cont'd). 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 

Salt 
Value 2.3 2.8 3.1 5.2 5.2 6.0 
Volume 147.7 155.8 152.2 186.7 137.3 140.0 
Price 15.6 18.0 20.4 27.9 37.9 42.6 

Petroleum products 
Value 38.3 .5.8 40.8 43.2 23.0 19.1 

Other (value) 33.8 33.8 39.4 37.3 39.8 44.0 

Special commerce, f.o.b. 135.9 180.0 207.0 244.1 198.5 191.6 
Entrepot rade & adjust. 3.1 -15.1 14.4 24.0 17.5 20.9 

General commerce, f.o.b. 139.0 164.9 221.4 268.1 216.0 212.5 

Source: Ministry of Finance, Projections Department, December 1986.
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Table 8. Government of Senegal Financial Operations Table (TOF),
 
1983/84 - 1986/87
 

(in billions of CFAF)
 

Program
 
Funding category 1983/84 1984/85 1985/86 1986/87
 

1. Total revenues and grants 201.6 216.1 237.9 267.7
 
Revenues 189.4 203.9 218.7 252.7
 

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
 
(1-2+3+4) 206.0 219.5 -2.3 20.3
 

6. 	Capital expenditure 40.3 3,4.7 33.8 42.6
 
Budgetary 10.0 9.7 5.8 12.6
 
Extrabudgetary 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 C-) 
(commitment basis) c/ -44.7 -28.1-38.1 	 -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) c/ -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 billions of CFAF)
 
Program
 

Funding ctego_ _y 1983/84 1984/85 1985/86 1986/87A /
 

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 f' (11.6) (20.9) 16.7 53.8
 
Other (24.3) (20.0) 20.0 21.0
 

External debt rescheduling -28.4 -31.2 20.9 19.7
 
Amortization payments due 29.2 28.3 -29.6 -44.2
 

Domestic financing 	 30.6 11.7 12.7 -8.0
 
Banking system ] 35.2 17.9 19.6 4.0 
Repayment of ONCAD debt to barw,:s -8.8 -10.0 -8.0 -12.0 
Non-bank borrowing 

(long term domestic loans) 1.4 2.0 0.8 -
Other 2.8 1.8 0.3 

at 	 GOS Treasury:
 

Saudi Arabia - 18.1 - 2.3
 
Caisse CenLrale (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 1.0 
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) 

IMF (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) 977.4 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)
 
as % of GDP -6.9 -4.5 -3.31 -3.10
 

d/ 	As of 12/17/86.
 



Table 9. Government of Senegal: 
 Tax and Non-Tax Receipts by Category, 1979/80 - i986/87 
(Amounts in Billions of CFAF) 

Receipts category 1979/80 1980/81 1981/82 1982/3 1983/84 1984/85 
Revised 
1985/86 

Program 
1986/87 

1. Taxes on income and 
profits 31.3 29.8 32.4 37.0 41.0 44.3 44.0 46.7 

a. 

b. 

c. 
d. 

e. 

f. 

Corporate profit tax and 
tax on professional income 

Tax on wages and salaries 
Tax on capital income 
Tax on rental income 

*Tax on real estate 
capital gains 

General income tax 

11.2 
8.8 

2.7 
0.2 

0.2 
8.2 

10.3 
8.4 

2.8 
0.4 

0.1 
7.8 

8.9 
12.6 

2.1 
0.4 

0.1 
8.3 

9.8 
11.9 

2.6 
0.3 

0.2 
12.2 

10.6 
12.3 

3.2 
1.1 

0.2 
13.6 

13.2 
13.0 

3.6 
0.7 

0.2 
13.6 

12.1 
13.8 

3.5 
0.5 

0.4 
13.7 

13.0 
14.5 

4.2 
0.6 

0.4 
14.0 

_ 

2. Employers' payroll tax 

3. Taxes on property 

2.1 

3.3 

2.1 

3.9 

1.6 

3.4 

3.8 

2.8 

4.3 

2.8 

4.5 

2.8 

4.7 

3.3 

5.0 

3.5 

a. 

b. 
c. 

Real estate taxes 
Registration duties 
Mortgage duties 

1.3 

1.9 
0.1 

1.4 

2.1 
0.4 

1.3 

1.9 
0.2 

0.5 

2.2 
0.1 

0.2 

2.5 
0.1 

0.3 

2.4 
0.1 

0.0 

3.2 
0.1 

0.0 

3.3 
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. 

b. 

c. 
d. 
e. 
f. 

g. 

Value added and services 

Specific tax I/ on 
petroleum produts 

Other excizs ---
Tax on ineurance contracts 
Tax on vehicles 
Business license fees 

Taxes on alcohol and 
cement 

21.5 

.5 
4.5 
1.0 
1.1 
0.1 

2.6 

20.7 

7.8 
3.9 
0.8 
1.2 
0.1 

2.1 

25.9 

7.1 
3.7 
0.9 
1.1 

-

2.3 

32.9 

6.2 
4.2 
1.3 
1.2 

-

3.0 

43.6 

-
5.1 
1.2 
1.2 

3.1 

48.0 

-
4.3 
1.4 
1.6 

2.9 

48.6 

4-1 
1.2 
1.6 

2.5 

54.6 

4.' 

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. 
b. 

Import duties 
Export duties 

49.8 
2.8 

43.1 
1.5 

59.3 

1-3 
69.8 
1.4 

73.2 
1.0 

77.6 
0.4 

73.4 
0.3 

74.0 
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' .6 140.1 164.8 178.1 189.5 .85.1 196.5 

8.. Non-tax receipts 

of which:
CPSP 
SAR 

8.4 

. 

7.3 

-

12.2 

-

11.2 

- -

12.2 

-

13.8 

-

-

33.6 

2.5 

19.3 

56.2 

-
45.0 

9. rotai it,'!pts 139.4 125.9 152.3 176.0 190.3 203.3 18.7 252.7 

Sonr'e: Pro Io'ttoui Department, MHnistry of Finance, August
1/ :1.. .p,,'- ,"tIK on petroleum products was replacid by a 
2/ :n~,'l,.t *.Limp -ntiLes. 

1986. 
value-added tax In 1983/84. 
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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
 

-20.0 -20.0 ­b. 	 less Retention 


c. 	 Net 50.0 60.0 90.0
 

2. 	 Processing costs 24.8 27.5 23.0
 

3. 	 Total cost 74.8 87.5 113.0
 

4. 	World price (CFAF equivalent at
 
current exchange rate) 133.2 152.8 75.0
 

5. 	Surplus (*) or deficit (-) on exports 58.4 65.3 --38.0
 

B. 	Peanut equivalent of quantity
 
of peanut products exported ('OOOMT) 209.5 139.6 275.0
 

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

Source: Mission estimate.
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Table 11. Sugar Production and
 
Subsidy Accruing to Compagnie Sucri~re S6n6galaise (CSS),
 

1983 - 1986
 

Prelim.
 
Category 1983 1984 1985 1986
 

A. Quantities (MT) (crop years)al
 

Refined sugar:
 

Produirt i o) 74,973 79,098 73,493 61, -'00 
Consumption (.: CSS sales) 72,389 74,807 61,E85 -i9,108 
lmport'..: (cry:;I.a I I izci -;ugar) 1 11 3,985 2,0o) 

Sugarcane production
 
at Richard 'otl 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/ 1.5484 / 755 3,050 6,027e/
 

CPSP payments to CSS 
(calendar years) - - 1,650 1,OOOC/ 

Cumulative arears owed to CSS
 
at end of period 1,548 2,303 3,703 8,730e/
 

a/ Crop year 1983 = 1982/83, etc.
 
b/ Imports by CSS. In addition, some 10-15MT are smuggled into Senegal.
 
c/ Approximately calendar years.
 
d/ Including 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.
 



Donor 

Multilateral 

IMF
World Bank 

UNDP/WFP 

EEC 
FAO 

Table 12. Senegal: Donor Assistance, CY 1986 Commitments 
(in millions of US) 

Non-project assistance Project assistance 

Grant Loan Total Grant Loan To tal 

7.8 164.0 171.8 74.4 74.4 

- 57.0 57.0 - - -- 70.0 70.0 54.0 - 54.0 
5.5. - 5.5 12.9 - 12.9 
2.3 37.0 39.3 2.6 - 2.6 

- - - 4.9 - 4.9 

Grant 

82.2 

-54.0 

18.4 

4.9 
4.9 

Total 

Loan 

164.0 

57.070.0 

-

37.0 
-

Total 

246.2. 

57.0124.0 

18.4 

41.9 
4.9 

(D 

Bilateral 

France 
U.S.A. 
Canada 

United Kingdom 
Belgium 
Italy 
Switzerland 
Netherlands 
F.R. of Germany 
Japan 
Arab countries2 
China 
Republic of Korea 

147.3 67.1 214.4 141.0 145.5 286.5 
88.3 57.1 145.4 13.1 58.0 71.1 
30.9 9.5 40.4 20.9 - 20.9
3.7 - 3.7 17.4 - 17.4 
0.1 - 0.1 8.1 - 8.1
0.i 0.5 0.6 4.3 - 4.3
1.9 - 1.9 51.7 11.9 63.6 
8.4 - 8.4 3.5 - 3.5.1.5. - 11.5 3.8 3.8 

- - - 1.2 11.5 12.72.4 - 2.4 17.0 - 17.0 
- - - 23. 23.8 
- - - : 40.33 - - - O.0- - o.Ob-! 

288.3 

101.4 
51.8 
21.1 

8.2 
4.4 

53.6 
11.9 
1.3 
1.2 

19M. 

0.02Y 

212.6 

115.1 

9.5 
-

-
0.5 

11.9 
-
-

ii. 

23.C 

-

500.9 

216.5 

61.3 
21.1 

8.2 
4.9 

65.5 
1.9 
15.3 
12.7 
19.4 
23.8 
40 
O.b/ 

COMBINED TOTAL: 155.1 231.1 386.2 215.4 145.5 360.9 370.5 376.6 747.1 

a/ Saudi Arabia, BADEA, OPEP, Abu Dabi 
b/ Less than $100,000 
x Figures not available 

Source: USAID/Sr igal estimates -from donor missions in Dakar.
 

t'
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';-'&X 2 

Summary and i,...Y aime fo... Macroeconomic 
and StrucLual Adjustment Policies, 

1986/U7 - 1983/89 

(from "Senegal: Policy Lramework Paper 1987-89",
 
dated September 19, 1986, pp. 12-14)
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1. 	Agrtcultural " llcyt 

relate 


a. 	Cereals policy 

h. 	Groundnut sec:or 


c. 	Rural development 

agencies 


2. 	l.aduscrtal oolicv reform 


Table 1. Senegal: Su m 
ry and TIle frame for Macroeconomic
 
and Structural Adjustment Policies, 1986/87-1981/89
 

Objectives and Targets 
 Stractil. 
 and Heieures 


Expand and diversify doms 'Continue the process of 

tic 	production, and reduc, 
 rotors envisaged In the new 

gvwrriment Intervention 4,1i aSriculturai policy.
 
subsid e.
 
Prusoce food security, and 
 'Adoptcereals plan. 


reduce reilance on rice
 

imports. 
-C3spltce study to determine 

future producer prices of
 
cereals.
 

;..'nt1En r eunerative pro-

ducer prices for cereals. 

4-tvalop processed products.
 

re.:.ponslve tu cvnsu'sqr 
.cAStee, And r p a mini,, 
noninal proLectiun abuve 
Impart cusc of 23 percent.

for 	domestic cereal Fro-


Jucttoa by adjusting, ;hen
 
necessary. the retail price
 
of rice.
 

Progressively privat!re rice 
 'Abolish system of prior

imports and internal die- licensing end selcion of
 
trtbution. 
 local rice distributors, and 

assure distributors suffi­
cient mardins to cover 
transportition costs.
 

4attiate reduction In the 

share of the CFSr in rice
 
imports.
 

'Following an evaluation of 
performance under Ohd now 
import systax, fully pr:­
vatiue rice rade, except 
fur security stock to be 
managed by CPS?.
 

Foster production and 
 reduce *Maintain remunerative pro-
government Intervention. ducer prices, 


aRati,)nalise marketing, 
peas 

financial responsibility on
 
to the oil nllers, and
 
fully merge SONACOS vith
 

SEII.
 

Restructure and rehabilitate 'tinalie and 1Ign lettrec do 

key agencies. 
 mission for SOODAGl, SOOEVA,
 

ODEFITUX, and SONIVAC.
 
Rationalise the system of 
 *Lower eisting rates and 

protection, 
 harmonize tariffs in three 


stagas io as to achieve a 

lower and more uniform level
 
of effective protection,

which, cumbined with the 
progresaive elieination of 
quantitative restrictions. 
would also help Improve 
revenue performance. 

increase expurt incentives. 4 introduce revised export 

subsidy scheme based On 
Lidastrial value added .n 
Internetlonai prices. 

Apply the general fie.l .. ,. Xave!O. special agreements" 

trade laws to all reaglcl.r-d with cort.,in major
 
enterpriles. 
 enterprises..
 

Improve buoLr.. 
 ... V .9. a1 labor law 

environeenc, enf is.. ,t 
 ilities Pnd cuncrois'or
 
labor mobili.ty. 
 cn:.rslnts butdening 

anterprlsl, with a view ti 
thle re.luctton 'jr 
alai tion. 

Timlnt u! lemures I/
 

1986/87, 1987/48,
 
and 1948/89
 

July 1986
 

March 1987
 

186/87, 1987/88,
 
,nd 	9986/8')
 

July 1986
 

Jecember 1986
 

December 1987
 

1986/87, 1981/88.
 

and 1988/39
 

1986/87
 

1986/87
 

July 1986.
 

Jaly 1987, and
 

July 1988
 

July 1986
 

1986/87
 

1986/17 and 1987/88
 

1/ 	 Where a single dcte Is indicated, It meant that th. 4daei:,s) %I)l . . . .. i th-inth: d.t.. 'here one
year or several years are noted, It leons thac ation will be takti in @aW.,
7l/a.

A/ 	Refers to 
wasures already incorporatd in agreements With tie lnk.
 

Best Availabler
 

http:mobili.ty
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3. £nergy policy 


4. lnvea:ment proyrammin5 


5. FarapubLic sector reform 


6. Fiscal policv 


a. Revenue 


b. Expenditure 


Devell-p loca o : 

supply 4nd restrain ertrcry 

consumption. 


Place greater emphasis tn 

directly pcoductive snJ 

high-priurtty rehabtilitaction 

ectivt tes.
 

Evaluate carefully financing 

requiraments and recurrenc 

cost Implications of
 
projects.
 

Prumote the efficienc) 

the parapublic sector, ind 

reduce aovernment inter-

vention and subsidies. 


Progressively eliminate 

all verified cross-arrears, 


Achieve a turniround in :I. 

Covernment's fiscal 

operations, on a comnlernc 

basis and Including Nrants,
 
from deficit to surplus.
 

Improve revenue perform.nca. 


Maintain tight limits oa 

current government outlays. 


M c.t.,.';structure of 

retail pcices consistent 

oich energy conservation And
 
budgetary requirements.
 

"'Introduce %ppropriate public 

Investment program for
 
1946/87.
 

Adopt appropriate three-year 

"rolling" public investment
 

pWogram. -C 

* Strengthen capabilities of 

Planning Ministry. 


* Liquidation ur privatization 

of public enterprises In 

competition vith the private
 
sector in the production of
 
commercial goods and
 
services.
 

h Finalize and sign concracs-
11n for SE[eLEC, OPCE. 
SONATEL, SICAP, OT.M, and 
SONACOS/IS 8. 

* Reconcile reciprocal 
obligations betveen the 
Covernent and the enter-

prises; and establish a
 
achedule for the orderly
 
settlemenc of all verified
 
arrears.
 

a 	Reduce and preferabLy 
eliminate operating 
subdidles to parastatal, 
iccording to an agreed plan.
 

improve revenue performance 

and pursue a prudent spend-

ing policy.
 

%xplemant the recommendi-


tLons of the National 

Co.mission for Tax Reform
 
and recent Fund technical
 
assistance missions:
 

- Reform direct tax code. 


- Revise customa tariff in 

three stages. 


MobtlLtze the prospective 

surpluses of the oil sector 

in suppurt of che budget.
 

Control the vage bill by 

freezing or reducing the 


number of government
 
employees, while developing
 
proposals for a civil
 
servants' resettlement fund;
 
also keeping wage drift to a
 
minilum.
 

Reduce goverruevnt subsidies 

aud transfers, 


H
Make adequate provisions for 

nmcteriels, supplies, and 

maintenance of essential
 
services.
 

1986/87. !987/88.
 
and 1988/e
 

Jjly L986
 

July 1987
 

1986/87 L981/38,
 
and 1988/89
 

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

L986/87
 

1986/87, with
 
settlement over
 
three years
 

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

1986/87. 1987/88,
 
and t983/dS. 

1986/87. 1987/88.
 

and 1988/89
 

1986/87
 

July 1986,
 
July L987. and
 
July 1988
 

lnbivn. !987/88,
 
and 1988/89
 

1986/87, 1987/88.
 

and 1983/89
 

1936/87, L987/88,
 
end 1988/89
 

1946/87, 1981/88,
 
end 1988/89
 

a/ Refers to seasures already incorporated in agreements with the Bank. 
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c. 	Domestic arrears Craduslly .1iatn.... ai. 

currently verified domesctic 

arrears of the Coyernment
 
and public agencies.
 

7. 	Credit policy Increase and improve credit 

to the private sector, while 

reducing net government
 
borroving from the banking
 
system.
 

Improve financial position 

of the banking system. 


Discourage capital flight, 

mobilize domesctc savings, 

and Improve resource
 
allocation.
 

8. 	External debt management Limit external debt service 

burden to manageable pro-

portions; and re-establish 


orderly relations with 


creditors. 


Atinex 2 

.. locbtt .. :4;Uar. resources 

to liquidate such arrears, 


Strengthen the existing 

credit Information scruc:ure 


Restructure and rehabilitate 

three banks facing serious
 
di6ffcultls (8CS, BUDS, and
 

USBCI).
 

Follow a flexible interest 

rate policy 


Keep nev external borroving 

on nonconcesstonal terms to 

a strict minimum, while in­

tensLfyLng efforts to
 

mobilize resources in the
 

form of grants.
 

Make adequate provisLons for 


the prompt settlement of 

debt service obligations so
 

is to avoid any external 
arrears.
 

p. 46 

1986/87, 1957/88,
 
and 1988/89
 

1986/87, 1987/88,
 
and 1988/39
 

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
 

h/ Refers to measures already incorporated in agreementu with the Bank.
 

1986, pp. 12-14.

Source: Policy Framework Paper 1987-89, September 19, 
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Status of ESF-8. V'3")Cot--itionality 
as of 1/15/87 ,85-0288/685-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 private sector and the banking sector. 

D. 	Conditionality.
 

1. 	Conditions Precedent to First Tranche Disbursement
 

See 	P1t No. K-601i-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 due on price eqtitlization for imported rice operations. 
Written confirmation was provided on 12/19/85 (Jean Col].in) and
 

1/2/86 (Director of CPSP).
 

iii. 	Collection from the CPfP'ojf CFAF 0.4 billion in arrears on rice 
credit sales made in 1933 arnd 1984. 

Written confirmation was provided on 12/19/85 (Jean Collin) and
 
12/31/85 (Director of CPVi').
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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 confirvmation was provided on 12/19/85 (Jean Collin).
 

ii. Authorize the oil crushing firms to recommend adjustment of the
 
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 for
 
export duties on peanut oil. 

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

d. AroQ-indus try 

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
 
the high peanut procurement price fixed by the GOS.
 

ii. 	Agroi.ndustries (cotton and vice) will reimburse all outstanding
 
crop credit for the 1995 crop year. SONACOS will reimburse crop
 
credit and interest owed to the BCEAO on peanuts for crushing.
 

Written confirmation vJas prcovided on 12/31/85 (BNDS and BCP:AO)
 
and on 1/41/86 (BCEAO).
 

e. A&ricultural inputs 

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

Letter from Ministry of Rural Devel6pment to the Ministry of
 
Planning (4/12/85) was accepted by USAID as the required
 
statement.
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2. Condition Precedent to Second Tranche Disbursement 

a. Agro-indutry 

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

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

3. Special Covenants 

a. Standard covenant (exemption from taxes or fees): Satisfied.
 

b. Reorganization of the imported rice sector
 

i. 	 Announcement by February 1986 that Senegal will progressively 
privatize rice import operations and internal distribution 
beginni ig 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 abollid on 7/1/86 and replaced by

"contracts negotiated directly and freely between the
 
distributors and the CPSE." Announcement of the new import
 
system was delayed by neotiation of important details,
 
particularly the method of replacing the perequation tax (see
 
3.c.iv below). The plan, to go into effect starting 12/1/86, was
 
published on 9/2/86.
 

ii. Final reconciliatioa of ho Ci 's accounts by April 1986 to 
facilitate transfer of imported rice operations from CPSP to
 
private importers.
 

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

iii. 	 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 been no reduction in the level of CPSP personnel.
 
Earlier plans were to have another organization, SONADIS, manage
 
the 	 .curity stock. For a variety of reasons, the decision was
 
made 	that the CPSP should continue to maintain the security stock.
 

iv. Payment by CPSP of cumulative total of CFAF 10.0 billion in
 
customs duties and collection of an additional CFAF 0.4 billion
 
of arrears on earlier credit sales by July 1986, beforp trtansfer
 
of rice import operations from CPSP to SONADIS and the private
 
sector.
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As of 6/30/86, the CPSP had paid a cumulative total of CFAF 1.2.8
 
billion in customs duties to the GOS Treasury for GOS FY 1984,
 
1985, and 1986.
 

v. 	 Establishment of regional retail 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.
 

c. Phasing-out of Price Eualization
 

i. 	 Establishment before Decemb2.: 1986 of 
a plan for phasing out
 
fixed producer prices of explort crops in favor of a flexible
 
floor price mechanism. 

,q.Nothing has been done on Lair AddiLional effort is needed 
in this area. 

ii. 	 CompICLion 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.
 

iii. 	Carrying out a detailed review of the production costs of
 
agroi.ndustry subsidized by the CPSP.
 

The review has not been started. Agreements between the GOS and
 
the flour mills will be revised within the first quarter of
 
1987. The GOS intends to negotiate new agreements with the
 
Compagnie Sucri6re S6n6galaise (CSS) before 1988. (See ESF-V
 
second tranche condition precedent 3.c.(2).)
 

iv. 	 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 IBRD, to December 1988 when the private sector will be
 
entirely responsible for importing and marketing rice.
 

v. 	 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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Taxes on imporLed v i el' were reestablished in late August 
1.986 	 but have been suspended in order to help the oil crushing 
firms to offset their' deficit on exports of peanut prqducts. 
Taxes on exported peanut oil also have been reestablished, but 
the oil crushing firm;%will not pay duties until 1987 owing to 
the sharp decline of the peanut oil world price. 

d. Agro industry
 

i. 	 Suppression of GOS subsidies to oil crushing firms aftdr the end 
of 1985.
 

Owing both to the decline of the peanut oil world price and the
 
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 CFA 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-even point, improvement of other activities in the SEIB
 
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.
 

ii. 	 Reimbursement of 1984/85 seed stock credit by June 1986. 

The credit was fully reimbursed.
 

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

The audiL is now schedulc to start in December 1986. Helios 
(Arthur Young International) won the bid. 

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

The GOS has taken the fol'.wiang measures: 

- The crop season ., - ovomber 10, 1986. 

- The first 21 days z-r u .acson were to be devoted only
to the constituLon of .h i:oeurity sced stock which has been 
fixed at 60,000 tons.
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- The oil crushing firms will sell seed stock to the farmers for 
cash in May 1987. 

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

Drafted:PRM:HLubell/OSan6:sd:12/lliX.I
 

2688P
 



ESF-V 

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 1986/7 crop year 

peanut seed credit. 


-Study to provide plan for eliminatirn 

the subsidy on domestic sugar pro-

duction 


-Study on cross price elasticities 

between cereals and peanuts. and on 

Senegambia price differentials. 


-Audits of SONACOS and CSS. 


4. Encouraging private sector agro-

industry. 


-Study on constraints limiting 

effectiveness of the'banking system 

to support SMEs. 


Annex 4: Agricultural Policy Conditionality Comparison Chart: USAID Portfolio

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

USAID Senegal portfolio

FY 1987-PL 480 Title I 


(proposed self-help 

measures)


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 OS and the donors in the Common 

Fund will agree upon a common food
 
assessment methodology. 


5. Increase in GOS budget support
 
for transport costs of Title II 

grant food aid: 


-The GOS will increase its budget 

support for this purpose to CFAF 140 

million for 1988 and CFAF 210 million 

for 1989.
 

Agricultural Production 

Support Project 

(685-0269)


1. Elimination of subsidies to 

governmental organizations 


distributing seeds. 


2. Eventual transfer of seed

multiplication to the private sector. 


3. Exemption from BCEAO credit 


quota of the credit facility

established under the project. 


4. Agreement that no new credit 

program will be established by any 

COS organization, and that existing
 
GOS credit programs will be amended 

to reflect the real costs of
 
operating such programs. 


5. Agreement to undertaka nego­
tiations with BCF.O and WALMU to
 
provide broader discretion to Senegal
 
in the setting of lending interest
 
rates.
 

6. Establishment and implementation
of a monitoring plan.
 

o
 
7. Continued disengagement of the
 
RPAs 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 inputs, but not as
 
monopolies to exclude the private
 
sector.
 

GOS/IMF/IBRD
 

Policy Framewot..
 
Paper (PFP)l/


1. Agricultural reform
 

policy
 

Cereals policy
 

-Complete study to determine future

producer prices of cereals. 
 J
 

b. Groundnut sectors
 

-Rationalize marketing, pas6
 
financial responsibility to the
 
oil millers, and fully merge
 
SOACOS with SEIB.
 

7. Credit policy:
 

-Follow a flexible interest rate
 

policy. 

/ Items selected from PFP, pp. 12-14 (Table 1. Senegal: Summary and Time Frame for Macroeconomic and Structural Adjustment Policies, 1986/87 
- 1938889). 
See Annex 2 above. 

2617P 
u 
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Country: 


Proiect Title: 


Funding: 


Period of Pro.jiect: 


Activity Description: 


Environment Action
 
Recommended: 


IEE Prared by: 

Bureau Environmental
 
Officer' s Determination 

Approved: X
 
'Bessie L. Boyd 


Disapproved: --


Date: ,'.2- 1 

Clearances
 

GC/RI.A:EDragon eC"2+r-, 

2688P
 

,Mai X 5 

INITIAL ENV'IRONMENTAL EXAMINATION
 

Republic o" S'znegal
 

Senegal Economic Support Fund Structural Adjustment
 

Grant (ESF-V)
 

Life of Project Funding $11,075,000
 

FY 1987
 

The purposes of the ESF structural adjustment gr'ant
 
are to (1) provide budgetary support to the
 
Government of Senegal and (2) achieve policy change
 
related to cereals policy and to reduction of COS
 
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(c)(2)(vi); Cash Transfer to 
a
 
Nall ]i,al Cov:rnmeil.; helping wilh Ih,, I.tkim,.,. id
 
Payments. 

Joel Schlesinger, Chief Project Development Officer,
 
USAID/Senegal
 

/PRO 

/'d
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3(A)2 NONPROJECT ASSIS **.-


The criteria listed in Part A are
 
applicable generally to FAA fu-ne-i d
 
should be used irrespective of tL,
 
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 Development
 
Assistance. Selection of the criteria
 

will dcpetad 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 NONPROJECT
 
ASSISTANCE
 

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

Describe how authorizinj and The ESF-V Program Grant 
appropriations committees of appears in the FY 87 
Senate and House have been or Congressional Presentation.
 
will be notified concerning
 
the 	project.
 

2. 	FAA Sec. 611(a)(2). If
 
further legislative .. is N.A.
 
required within recipiezt
 
country, what is,4s.
 
reasonable expectation '
 
such action will be completed
 
in time to permit orderl.y.
 
accomplishment of purpo&;iz of
 
the assistance?
 

3. 	FAA Sec. 209 Is assisnz..ce
 
more efficiently and
 
effectively given thr'uh
 
regional or multilateral NO.
 
organizations? If
 



Senegal: FY 1987 ESF-V Pluk Anne): 6 

so, 	 why is as.:t. 
given? Information 
conclusion whether ,ICe.,. l 

will encourage regional 

development programs,
 

4. 	FAA Sec. 601(a) Iiofoi.:atioL 
and conclusions whether 

assistance will encourage 

efforts of the country to:
 
(a) 	increase the flow of
 
international trade: (b)

foster private initiative and
 
competition; (c) encourage

development and use of
 
cooperatives, credit unions,
 
and 	savings and loan
 
associations; (d) discourage

monopolistic practices; (e)
 
improve technical efficiency
 
of industry, agriculture, and
 
commerce; and (f) strengthen
 
free labor unions.
 

5. 	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),
 

6. 	 FAA Sec. 612(b), 03v .- ?Y 
1986 Con t inu i nq . 
Sec. 507. Oescribe sgepps 
taken to assure that, t,61: 
maximum extent pov-sible, 4h. 
country is contributing loca"l 
currencies to meet the cost of 
contractual and other, 
services, and foreign
 
currencies owned by t'l
 
are utilized in lieu of
 
dollars.
 

P. 57
 

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

Conditionality aims at
 
increasing private sector 
initiative and competition. 

No direct effect.
 

N.A.
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7. 	 FAA Sec. 612(d). Does Lh3 No.
 
U.S. own excess foreign
 
currency of the country and,
 
if so, what arrangements have
 
been made for its release?
 

8. 	 FAA Sec. 601(e). Will the Yes, for studies and
 
assistance utilize competitive technical assistance.
 
selection procedures for the
 
awarding of contracts, except
 
where applicable procurement
 
rules allow otherwise?
 

9. 	 FAA 121(d). If assistance is N.A. Funds are not provided
 
being furnished under the by Sahel appropriation.
 
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 1-0:o1ution No.
 
Sec. 533. Is disbursement of
 
the assistance conditioned
 
solely on the basis of the
 
policies of any multilateral
 
institution?
 

B. 	FUNDING CRITERIA FOR NONPROJECT
 
ASSISTANCE
 

1. 	Nonproject Criteria for
 
Economic Support Fund
 

a. 	FAA Sec. 531(a). Will Yes.
 
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 No.
 
assistance under this chapter
 
be used for military, or
 
paramilitary activities?
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c. FA' Sec. 531(d). "i 

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 objecCives
 
of FAA sections 103 through
 
i06? 

d. ISDCA of 1985 Sec. 205. 

Will ESF funds ma-1e 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 otier
 
imports shall be allocated
 
on the basis of
 
evaluations, by A.I.Dj, Df
 
the ability of likely
 
recipients to use suc:
 
spare parts and importsin
 
a maximally productive,
 
employment generating, and
 
cost effective way;
 

(ii) imports shallba
 
coordinated with
 
investments in accodace
 
with the recipient
 
country's plans for
 
promoting economic
 
development. A.I.D. shall
 

No.
 

No.
 



__ 
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which are consistent ujith 
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 thp Unih 
States Government such 
portion of the amount 
deposited in the spec 
account as may be 
determined by the 'j 
to be necessary for 
requirements of the 
States Government. 

f. ISDCA of 1985 Se%. ze, No. 
Will ESF funds be used-to-

finance the construction 
or the operation or 
maintenance of, or the 
supplying of fuel fori, 
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. If N.A. 
commodities are to be granted 
so that sale proceeds will 
ac ruie-FtT6 ei' Yebi~p i' t 
country, have Special Ac­
(counterpart) arrangements 
been made? 
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2. Nonproject Criteria for 
Development Assistance 

a. FAA Sec. 102(a); 111; 113; 
281(a). Extent'to which "_ 

N.A. 

activity will (a) effectively 
involve the poor in 
development, by extending 
access to economy at local 
level; increasing. 
labor-intensive production and 
the use of appropriate 
technology, spreading 
investment out from c_.... -
small towns and rural area: 
and insuring wide 
participation of the p... 
the benefits of deve'lop, 
a sustained basis, using 
appropriate U.S. institur 
(b) help develop uoopera 
especially by technical 
assistance, to assist 'r 
and urban poor to help 
themselves toward betts­
and otherwise encourage. 
democratic private and 
governmental institutions; (c) 
support the self-help efforts 
of developing countries; (d) 
promote the participation of 
women in the national 
economies of developing 
countries and the improvoent 
of women's status; and (e) 
utilize and encourage regional 
coopeLation by developing 
countries? 

b. FAA Sec. 103, 103A 104F N.A. 

105, 106, 107. assistance 
being made available: 
(include only applicable 
paragraph which correspond.l t.o 
source of funds used..If n.4Ce 
than one fn d sourcc Is Li, d 
for assistance, include 
relevant paragraph for 
fund source.) 
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(1) [103] for aci
 
rural development 6r
 
nutrition; if so '::z.t
(a) to
 
which activity is specifically
 
designed to increase
 
productivity and income oZ
 
rural poor; [103A] 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 to.
 
nutrition, particularly wiih
 
reference to improvement and
 
expanded use of indigernously
 
produced foodstuffs; and the
 
undertaking of pilot or
 
demonstration of poor a
 
vulnerable people; and,
 
extent to which ac.ivit)
 
increases national food
 
security by improving ft
 
policies and management a.
 
strengthening natipha;. ?to
 
reserves, with particular
 
concern for the needs 9q, ...e
 
poor, through measures
 
encouraging domestic.
 
production, building nazo-ual
 
food reserves, expanding
 
available storage facilities,
 
reducing-post-harvest fo6d
 
losn-sand IMp*rovirng 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 heal*h
 

posts, commercial distribution
 

systems and other modes of
 

community research.
 

(3) [105] for educatic
 
public administration, or
 
human resources developme!i.
 
if so, (a) extent to which
 
activity strengthens nonformal
 
education, makes formal
 
education more relevant
 
especially for rural faj.aiiais
 
and urban poor, or strengthens
 
management capability of
 
institutions enabling L.. or
 
to participate in development;
 
and (b) extent to which
 

assistance provides advan..,d
 
education and training of
 
people in developing countries
 
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 dat&
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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 fo :
 

potential oil, natural gai
 
and coal reserves.
 

(ii) technical cooper ....:
 
and development activities
 
especially with U.S. priv.:.L
 
and voluntary, or regional &-:d
 

international development,
 
organizations;
 

(iii) research into.. L.%
 
evaluation of, economic
 
development processes &
 
techniques;
 

(iv) reconstruction after
 
natural or manmade disaster;
 

(v) for special development
 
problems, 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) [107] is 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.) 

c. FAA 118(c) and'(d) Loes N.A. 
the assistance comply with the 
environmental procedures set 
forth in AID Regulation 16. 
Does the assistance take into 
consideration the problem of 
the destruction of tropical 
forests? 

d. FAA Sec. 281(b) Describe N.A. 
extenE to which'the activity 
recognizes the particular 
needs, desires, and capacities 
of 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 
qrowth? 
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5C(3) - STANDARD ITEM CllECKI '4-r 

a.: "u' 

which norma: :,: b o-.v 

routinely in or( s:i : 3i_ an 

assistance.,.-. d :.-'.: 
implementa:o. .:h 

Listed belc- Lhe 	 !tems 

agr e e me n t v ir: , nq i [ , . 

certain us;s - tnCs. 

These i em-S a -z ed n the 
general he',i-a -. of (A D:c:u.men 

.:: (C
(B) consz-": : 	:, " h" 

Rest riction .
 

A. Procw=_.e!. 

1. ,--. c. A. the:e 	 N.,A.5 602." 

a'rangements to perrit U.S.
 
::-;all bDusi-ness 	 to
 

:"-e in
uit:ab> the 
o-of Cnsncomities
 

- .- ,- - ic s _i a .. ­

. -Wa;. ,ii cii; Yes.
 
--oz';,n be Z-:~ the 0 .S. 

.
o t * e:.! .x,cS 

: . .. ...- - "' 	 ' " c 

"Z~ ..
"-" - . .	 N.A.
 

c,-_operazina coun".:-v 
c.isc- Lninates aga:.nst marine
 
:su-:c£ coripani.es .
 

auho~ized to do bus-iness in
 
-he r2.S., w,;i! 	 commodities
 

r7= 4 n,01 h -od; e s 

z:ates acainst 	macine risk

W such a comzan,"? 

4. A e 0604(e) ; DSDCA of N.A. 
80 Sec. 705'a). ' _:
 

o::saoze DroCU,.C!:.ent of
 
a=:icu!:u_7a! commodiv or
 
.-o,-1uc: is to be financed,
 
is there orov.ision acainst
 
=-c procurement when 'he
 
ome'stic price of such
 

c:nmrodi-:v is less than
 
=ariy? (Exception where
 
com-modity financed could not
 
reasonably be procured in 

http:coripani.es
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5. ,.7-_o4 W;.1 N.A. 
Cot.: :L.IL 1 or e In QQ ing 

ocured from 
fi1m1 o 
rec..viV 

couniLres which 
i irect cct,1,.:;',:c 

ass..-nce uLnc~e ... and 
whiCh 
undIe-

ar othe r.S 
Co E, 9. , bu-

e iscible 
hich 

have aLtainCd
capability in 

a cor.etitive
in.r-e :-.a ti-one! 

markets in one of these 
aE.eas7 Do these countries 

pd States Lfis 
o cIm "oC const::u:tion 

o en .neerinf- se:vices
ri~a~.. ....i st~ance 
zcc :ams of these countries? 

6. FAA c. 603. 7s he N.A. 
si2ppina excluded fOrm 

in selction 90 ( 10) OF the 
Mecnh,:n Marine Act of 1936, 
as -C.'r C, th = least 50 
Pe: -entuan of tie cCoss 

-iac= of:c0 'COdOG;;P 
(ccmputed setparateIy for 
buk c:,.rriers, dry cargo 

dry 

!i.1,
trql 

U .S,anm
D . ' ' e rCkOn. -,ci;az-

1.. 

G :. : U. flac comunecia!. 
.:" 

r ; -- .i 
,.o t. E .en. sucha r /a i~-; .!b a t 

Can Sresonab 1zates? 

7. FA_' Sac 621. 7f-. CnjC Yes. 
asszance is fInanced, will 
S.UC. as3stance be furnishea 
b; ciVace entezcise on a 
cont:act basis to the 
fullest extent Praczlicabie?.LE the faciliie ofoher 

Fe de acencies wiii be 
UtiLzec, are the" 
part icular, suitab'.e, tiot 
competitive with ow;iate 
ente:rise, and made 
available withOut ..indue 
interference with domestic 
pcograms? 
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8. International_. Air 
Transportation Fair
 
Cor.etitive Practices Act,
 
19l;. If air transportation 

of Dersons or property is 
rinnced on grant basis, 
will U.S. c,-:iers be used
 
to the extenL such service
 

_., 12i.as- t 

9. 1959Y Co. nuinc 
7. S 504. the-c. _f 


U.s. 	Goenment is a oarty 
r) concract for 

o~c2-ehe~f, does The 

co a c t contai a rovisiofn 
au:2orizing termination of 
such- contract for the 
co7-';emilce or the United 

E Ccnst_ lCOc-: a. 

F c..- i- capital,-c. F)0 1 ( d) 

(e.:. , cons -ruction) 
sr:c, wil. U.S.
 
enC:neeflinq professional 
s c !.s D Ses 

ccn o -'c ion
_-,_,_i' rons 


-	'
 P c, t....~ ~... Ur. a. C .,e0 -t 
xma:- m, 

L-. -.
 
cC 5z: Uci o: productive 

r::2se, wil aggregate 

vaue a: assistance to be 
fu-nished by the U.S. not 
e:xz1e SiOG ml!ion (except 
re- .roduc/i'e enterprises 

des crLbed
 

in :he Cn)?
 
.r a. e c din:-e-e 

P. 69
Annex 6 


Yes.
 

Yes.
 

N.A.
 

N.A. 

N A. 
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C. Other ?,estrictions 

1. ?AA Sec. 122(b). If 
deve!otpment loan, is 
intecest rate at lIast 2% 
rr annum during grace
ceriod and at least 3% per 
ainum 

N.A. 

2. Sec. 30 if fund is 
b h so0-_eyvby U.S.

contcibutions and 
afministe-fd by 7n
inte:national organiZation, 
dces Comrt-o itle: General 
-­ ve audit rights? 

N.A. 

3." S . i120(h) Do 
:angmens exist to insure YES. 

that United States foreign
ad is not used in a manner 
wich, contr-ary to the best 
ieests of the UnitedS:-".teS, Promotes cc assists 
L.e_ _ ic:n aid ocojects or 
aztivities of the

Csmunit- Coc 0olin t: _e S? 

4 meri. saPancrentsIec1ude 
- of financing: 

- AA Sec. -. 4(:); FY 1985 
r.I-n-z', nQ zesoiution 

Sec. 527. (i) To oav 
for er-formance of 
ahOrtions as a method 0: 
familV planning or ta 
motivate oq coerce 
Persons to practice
abC tions; (2) to pay 
for pe-fo:-mance of 
involunta'-v 
terji! zation as :nethodof family o.lanning, or 

N.A. 

to coerce or provide 
.nanca-l incen ve to 

any, person to uldergo 
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sterilization; (3) to
 
pay for any bionedical
 
research which relates,
 
in whole or part, to
 
methods or the
 
oe,.orrance of abortions
 
or involuntacy
 

ste:ilizations as a
 
means of .fami.1v
 
p ann(ing; 4) to lobby
 
fo: .-­bortion?
 

?- A " .	 N.A." " ,8 To 

. . 111 t.l;;l 8). , iL
.;, :;Qi.H 

the 7or7. or ca,sh
 
."i.... "- Whose illicit
 

c. 	 FA.. Sec. 620(g). To N.A. 
'-':. -ow*ow r.e-rs Or 

e:<~o._ Lted 

nan Azed orooer ty 

d .c 	 660'- N.A. 

-, anv 

:crces, excezt for
 
naacotics 0rocrams7
 

e. "-- Sec. 662. For CIA N.A. 

- Q-- 636( i). For 
r C a S=- sale, N.A. 

.onc- e:rm lease,
 
exchane or gtnarantv of
 

"¢i'e"is obtained? 
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ANNEX 7
 

GOS Request for Assistance
 



_ _ _ _ _ _ 
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/M.P.C/DPFS.REPUBLIQUE DU SENEGAL 


UN BUT - UN1o FOI

UN PEUPLE -

MINISTERE DU PLAN Dakar, le ,1 ... ,
 

ET DE LA COOPERATION
 

LE 	MINISTRE 
 .
 

_ _ _ : ;.:	 A V.ii 
K 

,.. 

, .' z'g' 

&.. ... . .... . .. . ....... 
 ... . .. 
By C
 

0 B J E T Demande d'assistance budg6taire dans le cadre
 

du Programme de Subvention du Fonds de Soutien
 

Economique V (ESF V).
 

,! I: IiMadame le Directeur, 

' ..
 Les: 
 ments de conditionnalit 
 s'attachant au 
programme
 

:';; susvis6 en objet que vous avez 
soumis au gouvernement du S~n~gal ont
 

retenu toute notre attention.
 

Je vous 
confirme par la pr~sente que le gouvernement souhaite
 
b6n6ficier du ESF V constitu6 par le transfert de 11.075.000 dollars
 

am6ricains en faveur du S~n6gal et d'une subvention de 
500.000 dollars
 
destines A financer les 6tudes et l'assistance technique n6cessaires au
 

suivi des mesures proposes ou en cours de r6alisation.
 

Comme pour les autres programmes ESF, les n6gociations entre
 
les deux parties se 
feront sous l'6gide du minist~re de l'Economie et
 

des Finances.
 

Je vous prie de croire, Madame le Directeur, A l'assurance
 

de ina consid'ranton6dst gu~e. 

A 	 Madame le Directeur / " 'K \ 
de UAW nga 

D A K A R *; ,. / / .<., ,	 o ,! 

.• . .' 
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ANNEX 8
 

Guidance Cable (STATE 070741), and
 
reply (DAKAR 3165)
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NCLAS,:IFT-n
LiNc LSY1S''. 0 074 1/ 01
 

,TION: AID-2 
 INFO: 1 .1RIG 
VZCZCTAA2,-TAA174PVA

4 0I 
LOC: 
 167 706
PP R 
 ...... • .. 11 MAR 87 1009bNp, U !UU "ZZ7 ............ . CN: 11775


P 110&)5.Z AR Q? CHRG: AID
 

Ft/ SLCS;'AT.E WASHDC DIST: AID 
TO 1J _MEi'ASSY DA AR PRIORITY 2888T
 I:
 
UNCLAS SECTION 01 OF 02 STATE 707I-41 [ ( [ -l 

AIDAC
 

E.O. 1;256: N/A ." 

SU.,JLCT: ESF V PROGRAM GRANT, 685-0289 

REFS: (A) DA.AR (11379, (B) STATE 030449 AG', 

1. PURSUANT TO REF (B), PROJECT COMMITTEEFE-RUARY 27, 1987 (PC) CONVENEDTO REVIEW MISSION'S 'IFOPROPOSAL FOR ESF

V, AS OUTLINED IN RFF (A). 
 PC, CHAIRED BY AFR/PD/SWAP, u?!flINCLUDED REPRESENTATIVES FROM USAID/DAKAR (PROGRAMOFFICER AND DIRECTOR), AFR/SliA, AF/EPS, AF/W, PPC/EA,AFR/DP/PAR, . mAN. A .R/TR/ARD.BASED ON THIS REVIEW, THE
PROJEC ' COMM.ITTE ECUAND BUREAU HAVE CONCLUDED THAT:(1) 5... (A) SA'ISFIES THE PAIP RrQUIF.MENJT; (2) THECVilALi. CONCEPT DESCRIBED *. Con 
DOCUt1EXN,'ATIO.N IN THE ESF IV PROGRAMJEMAINS ESSENTIALLY UNCHANGED UNDER THEEST V PRCPOSAL: AND (3) PURSUANT TO DOA 551, MISSION MAY AOOPROC1,.ED WITH PAAD DEVELOPMENT, APPROVAL ANDAL?OPI:ATIOt SUIJECT TO THE FOLLOWING CONSIDERATIONS: I 'NO 
A. R2OP.GANIZATION OF THE IMPORTED RICE SECTOR: GOSPI...Ab FcR; PRIVATIZING RbMo 
ig', (;i) 

RICE I.PORTS ANNOUNCED SEPTEMBER 4, ICeLIMINA"iES " TWE QUOTA SYSTEM, (2) PERMITS
IICRJNS.' D TRADiRS -RaONgTO BUY-FROM IMPORTERS FOR WHOLESALERETAIL DISTRII UTION AND EmbissYWITHIN THE COUNTRY, AND (3) 
-

ESTAILISH,'S A TIMETAIBLE FOR THE PROGRESSIVEPRIVATIZAT1ON OF RICE IMPORTS; I.E., FOR12/1/86 - 11/30/87, THE PERIOD
THE PRIVATE SECTOR IS RESPONSIBLEFOR 25 PIRCENT OF RICE 
IMPORTS AND, FOR THE PERIOD
12/1/87 - 11/30/88, THE PRIVAT.E SECTOR WILL IMPORT ALLRICE 1.CIPT FOR IMPORTED INCREMENTS TO THE SECURITYSTOC. OF ABOUT 60,000 MT, WHICB IS HANDLED BYTO THE CPSP.HELP ENSURE THAT THIS PLAN IS EXECUTED AS PLANNED,BUREAU REQUESTS THAT A COVENANT BE ADDED TOAGRhEMENT STIPULATING THE GRANT

THAT LICENSING ARRANGEMENTS FORMARKETING IMPORTED RICE WITHIN THE COUNTRY WILL BE BASED
ON OPEN, COMPETITIVE BIDS AND THAT THE TIMETABLE FORPRIVATIZING THE RICE IMPORT TRADE WILL BH" CARRIED OUTPUR Sm, .T TO HE CUR, LIcNT PLrAN. "" 
I. F2; (A) ItNDICATED THAT SALES PRICES FOR RIC, A7EUNIFO-qi TdIOUGflOU'.L. 'I'T:; COUNTP~y kiND THEREFORE fT VARIANCE 

http:PROC1,.ED
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UNCLL SIFIED 
 STATE 070741/01 
WITH T-.. COVEN'ANT UN ]ER ESF IV WHICH CALLED FOR REGIONALRETAIL SALES 
AN]] 

PPICEIS OF RICE TO REFLECT ADEQUATE MARGINS".'HNSPORT COSTS. 
 IN LISCcUSSING
REPHES-NTATIVE, THIS ISSUE, MISSIONPOINTED OUT 2HA, IN FACT, REGIONALP:{ICI:S "V-i SOME'gHAT HI rHER THAN THOSE IN THE CAPITAL.

TEI'Z -.CT SHOULD BE REFLECTF.D 
 IN TYE PAAD. 
C. 3-UPjlU CONCFRrN, D OVER CURRENT PRODUCER PRICES FORPANUTS WHICH 50ARE ABOVE WORLD PRICES. SUCHl PRICEDISTOAi'.TIONS TRANSLAT2F INTO A HE]AVY GOVERNMENT/ DONORSU.3SID '[0 TH.E PEANUT FARMERS AND CREATE SIMILAR SUBSIDYDillII3ULTIES FOR THE GAMBIA. 
 AS MISSION AWARE, ESF IVHAD ESTABLISHED 
. COVENANT CALLING FOR 
PHASING OUT FIXEDPRODUC,,B PRIC, C± EXPORT CROPS IN FAVOR OF A FLEXIBLE
_,',O0R -!:ICE tCHANISI TO ESTAkLISH A CLOSER RELATIONSHIP! ;TWiEN WORLD PRICES AND PRODUCER PRIC-2S.. WHILERECOGNIZI: G T!i- POLITICAL DIMENSIONS OF THIS ISSUE,LURE.,AU REQUESTS THAT THE PROPOSED ESF V STUDY ON CROSSPRICE. LASTICITIES BETWEEN-CEREALS AND PEANUTS EXAMINECU-REN' PEAN:UT PRICING POLICIES AND RFCOMMEND A FORMULAFOP ELIMIN'ATING THE SUBSIDY INHERENT IN CUUlNTPRICINGARRANGE.ENTS. THIS STUDY SHOULD BE INITIATED AS SOON ASPCSSL-. TO PERMIl ITS RESULTS TO BE KNOWN PRIOR TONEGOTIA'IpING FUTURe. CONDITIONALITY UNDER THE PROGRAM. 

D. IMPLEMEINTING STUDIES AND OTHER INVESTIGATIONS IN ATIFiELf' tANNER: WHILtZ AREWE PLEASED WITH THE POLICYRL.VAC_ OF THE STUDIES, AUDITS, REPORTS AND
ASSESSMENTS CONTEMPLATED UNDFR ESF V, WE ARE CONCERNEDTHAT QUALITY NOT IE 
COMPROMISED IN 
AN EFFORT TO LAUNCH
_HESE VARIOUS INVESTIGATIONS IN THE COMING MONTHS. WE
THEREFCRE SUGGEST THAT MISSION ESTABLISH A REASONABLE
 

TI[--PHASED PLAN DEVELOPINGFOR THE TERMS OF REFERENCE,SEIECTING CONTRACTORS, AND ElYFCUTING THE STUDIES INl -UESTIONSUCK, A PLAN. SHOULD 3E SET FORTH IN THE 
PAAD.
CNCE THIS PLAN IS DEVELOPED, MISSION WILL WANT TO
RECONFIRM THE REASONABLENESS OF THECONDITIONALITY 
ASSOCIATD WIT1HTHE RELEASE On THE ,PCONDTRANCHE SINCE
,ANY OF 7HE CONDIP!IONS ARE DEPENDENT UPON PRO S MADE

ON A NUrMBER OF THESE STUDIES.
 

E. LOCAL CURRINCY USES: WHILE MISSION REPRESENTATIVES
AT TE AID/W REVIEW M'EETING INDICATED THAT ESF IV CFAF
GENERATIONS WERE USED 
IN ACCORDANCR: WITH THE TERMS OF
'IF.ESF IV AGREEMENT 
 (I.E., FOR PAYMENTS OF GOS FINANCEDOBLIGATIONS TO THE: PRIVATE SFCTOR TO STIMULATE ECONOMICACTIVITIES), THE MISSICN SHOULD INCLUDE AN ANNEX TO THEES. 1i PAAD WIElCH LISTS AND BRIEFLY EXPLAINS HOW THE ESF
IV GENIERATIONS 
!E.'EE USED AND THE INTINDFD USES, TO THE
EXTENT LNOWN, OF ESF V CFAF GENERATIONS. IT IS BUREAU'S
UNDERSTANDING PURSUANT TO TH. FSF V RFVIEW MEETING, THAT 

UNCLASSIFIED 
STATE 07'a741/01
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,SF-V GENERATIONS WILL BE USED FOR THE SAME PURPOSES AND
OBJECTIVES AS 
ESF IV GENERATIONS. 
 PLEASE INFORM AID/l,!
IF ANY CHANGES ARE MADE IN SUCH PURPOSES AND OBJECTIVES. 

F. :'i STATUTOR Y PROVISIONS APPLICABLE TO FSF CASHTRANSFER ASSISTANCE: STAT 52618 SETS FORTH GUIDANCE ONNE., STAIUTORY REQUIREMENTS APPLICABL.: TO ESF DOLLAR­
,T'NOMIN.T3D CASH TRANISFERS, SUCH AS V.FSF MISSION MUSTGIVE CARFUL ATTE>TION TO._QUEtIIED TO APPROPRIATELY TBE DOCUMENTATION THAT WILL BEACCOUNT FOR BOTH DOLLAR ANDLCCAL COERENCY USES UNDER THE PROGRAM. 

G. 
CHANGING CONDITIONALITY: 
ANY CHANGE IN
CONDITIONALITY SHOULD BE ON THE BASIS OF CONSULTATION

V.ITH AIE/W. 

E. INITIAL ENVIRONMENTAL EXAMINATION: 
 THE -UREAU'S
ENVIRONMENTAL OFFICER APPROVED IEE AS SUBMITTED BY

MISSION. 
 COPY IEING POUCHED.
 

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

#f0741 

NNNN
 

UNCLAS SECTION 02 OF 02 STATE 070741
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IT"LASSI FIED 
 ; ,'IR 35165PAR 

(3) YOUR REQUEST THAT OUR STUDY RECOMMEND A FORMULP. FORELIMINATING THE SUBSIDY INHERENT IN CURRENT PPIgING
ARRANGEMENTS DOES 
NOT APPFAP TO BE AN 
APPROPRIATE
STATEMENT OF THE ISSUE. WE 'WOULD REPHRASE IT AS k NLD
FOR A. FORMULA FOR A.DJUSTING INTERNAL PP.ICES .TO ]AN,'El. INWORLD PRICES OF SENEGAL'S EX'PORT 
CROPS, WITH 
A Vil'',' TOREDUCING TEE 
CURRENT LEVEL OF SUBSIDY ON 
EXPORT' OF
 
PEANUT PRODUCTS.
 

REFTET, PARA. 1.D: WE EXPECT TO HAVE THE 'TEFR .REFERENCE FOR STUDIES (1) TEROUJ"H (-) ESTA9LISHD,,END-MARCV 1997 AND TO SELECT CONTRACTORS WITHIN SEN.1TL,IF POSSIBLE BY END-APRIL 1927. 
 WE !OULD HOPE TO 
HAVFSUBSTANTIVE DR.kFTS OF THE STUDIES IN HAND BFFORF

END-SLPTEMBE 
 1927.
 

6. REFTEL PARA-. 
1.E: WE ART ADDING AN ANNEX ON
CURRENCY USES TO THE PAAD. LOCAL
 

7. REFTEL PARAG. 1.F: 
 SEE RFF B FOR USAID/SFNEGAL'S
COMMENT ON NEW STATUTORY PROVISIONS APPLICABL7 TO 
ESP
CASH TRANSFER ASSISTANCE, TO THE EFFECT THAT WE HAVe, 
Im
FACT, 
INCLUDED IN PAST ESF CASH GRANT AGRLMENTS ALL OF
THE REQUIREM1ENTS IN 
THE NEW PROVISIONS. 
 THESE SAME
PROCEDURES WILL APPLY TO ESF-V. 
 WALKER
 
BI
 
#3165
 

NNNN 

UNCLASSIFIED 

DAXk.R 3155
 



Senegal: FY 1987 ESF-V PAAD 
 Annex 9 
 p. 80
 

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 enterprisea 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 (685-0288) 

Agreement - First Tranche. 

Implementation Letter 0288-03. 


Ref: (A) A.I.D./PRM/86-I; 
 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) formalizes 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 1lission 

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. 
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Dakar, le 10 septembre 1986
 

Monsieur Mamoudou Tour6
 
Ministre de l'Economie et des Finances
 
Centre PeytaviA
 
Dakar
 

AID/PRM/86-73
 

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

Premiere tranche.
 

Lettre d'Ex6cution No. 0288-03.
 

Ref: (A) N/L AID/PRM/86-51 en date du 9
 
juillet 1986 
; (B) Lettre du Tr6sorier
 
g6n~ral du Minist~re de l'Economie et'
 
des Finances 
 I'USKID No. 0112/CAB.1 en
 
date du 17 juillet 1986 (copie jointe).
 

Monsieur le Ministre,
 

Conform6ment la Section 5.2. de
 
l'Accord susmentionn6, la pr6sente
 
lettre d'Ex6cution a pour objet

d'officialiser par 6crit l'acceptation
 
de l'USAID, comme il 
est pr6cis6 dans la
 
lettre du Tr6sorier g6n~ral ci-dessus
 
cit6e en r6f6rence (copie jointe), que

les fonds en monnaie locale du Compte
 
sp6cial ont 6t6 utilis6s, conform6ment
 
aux dispositions de l'Accord, A savoir
 
pour le remboursement de la 
somme de
 
3.756.000.000 (trois milliards sept cent
 
cinquante six) millions de francs CFA
 
repr6sentant des arri6r6s de l'Etat au
 
secteur priv6, pour la p6riode allant de
 
janvier 
 juin 1986. En cons6quence,
 
l'USAID/S6n6gal donne 
son accord pour le
 
d6blocage, du Compte sp6cial, de
 

l'6quivalent en monnaie locale de la
 
premiere tranche du programme, d'un
 
montant de 10 (dix) millions de dollars
 
am6ricains.
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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* Lije field 

ct 


cc: 


- Mr. Magatte P. Sne, 

National Director, BCEAO. 


- Mr..1hmadou Lamine Loum,'Treasurer, 


Ministry of Economy and Finance. 


- Mr. Prosper Youm, Director of 

Projection Department, 

Ministry of Economy and Finance. 


Annex 9 
 p. 82
 

Lettre d'Ex~cution 685-0288-03 P. 2
 

6
La pr sento Lettre d'Ex6cution et
 

toutes celles qui suivront seront
 
r6dig6es on Anglais et en Franqais; en
 

cas d'ambiguit6 ou de d6saccord entre
 

les deux versions, la version anglaise
 
fera foi.
 

Je vous saurais gr6 de bien vouloir 
signer l'original de la pr6sente Lettre
 

d'Ex6cution et la retourner A l'USAID,
 

en accusant ainsi r6ception. Veuillez
 

trouver ci-joint une copie de la lettre
 

pour vos archives.
 

Le Sccr6laire d'E131 

VeuiL 
Ministre, I'assua - % hautedca 
consid6ra 
ion. 20OT 

Moussa TOURE,-Secr6tailre d'Etat aupres 

du Ministre de l'Economie et des Finances.
 

Ampliations:
 

- M. Magatte p. Sane, Directeur
 
national, 13CEAO.
 

- M. Mamadou Lamine Loum, Tr~sorier
 

g 6riral, Miinistare de l'Economie
 
et des Finances.
 

- TI. Prosper Youm, Directeur de la
 

Pr6vision et de la Conjoncture,
 

Ministare de l'Economie
 
& des Finances.
 

2289P 2290P
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nAS/KNSIJ
 

REPUBLIQUE DU SENEGAL 

MINISTERE DE L'ECONOMIE
 

ET DES FINANCES Dakar, le
 

DIRECTION GENERALE DU TRESOR 7 VIL 

TRESORERIE GENERALE 

Rdfdrence &rappeler
 

R '" '~ ONSIEUR HAROLD LUBELL
 

0 I /Cab.1y CHEF DU BUREAU DE PROGRAMME 

d (I _. /Vo/. / . U.S.A.I.D./SENEGAL - DAKAR -

CO~~J".NTIEL 

Monsieur,
 

Suite A votre lettre no AID/PRM/8651 en date du 9 juillet
 

1986, je vous fais tenir ci-joint la liste des r~glements effectu6s par
 

l'Agent Comptable central des Etablissements publics et par mes services
 

pour rembourser entre le ler janvier et le 30 juin 1986 des arri~r6s de
 

l'Etat et des Etablissements publics envers le secteur prive.
 

Mes services se tiennent A votre disposition pour des pr6ci­

sions complementaires a fournir. 

Je vous prie d'agreer, Monsieur, l'expression de mes sentiments
 

distingues/.
 

Ma mine LO ,/ 

! FOALL 13.;3 .73
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USAID/Senegal
 
B.P. 49
 

Dakar 


Sublect: K.'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. I 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-IV 


tranche of U.S.$ 1,484,000 from the 

Special Account. 
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Dakar, le 10 septembre 1986
 

Monsieur Mamoudou Tour6
 
Ministre de l'Economie et des Finances
 
Centre Peytavin
 
Dakar
 

AID/PRM/86-74
 

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

l'USAID (No. 685-0288) Modifi6 ­
Deuxi~me Tranche.
 
Lettre d'Ex6cution No. 0288-04.
 

Ref: (A) N/L AID/PRM/86-51 en date du 9
 
juillet 1986 ; (B) Lettre du Tr~sorier
 

g6n~ral du Ministare de l'Economie et
 

des Finances l'USAID No. 00607/CAB.1
 

en date du 19 ao~t 1986 (copie jointe).
 

Monsieur le Ministre,
 

Conform~ment la Section 5.2. de
 
l'Accord susmentionn6, la pr~sente
 
lettre d'Ex~cution a pour objet
 

d'officialiser par 6crit l'acceptation
 

de l'USAID, comme il est pr6cis6 dans la
 

lettre du Tr~sorier g6n6ral ci-dessus
 

cit~e en r~f6rence (copie jointe), que
 

les fonds en monnaie locale du Compte
 

sp6cial ont 6t6 utilis6s, conform6ment
 

aux dispositions de l'Accord, savoir
 

pour le remboursement de la somme de
 

523 millions de francs CFA repr~sentant
 

des arri6r6s de l'Etat au secteur priv6,
 

pour la p~riode allant de juillet aoit
 
1986. En consequence, l'USAID/S6n6gal
 

donne son accord pour le d6blocage, du
 

Compte sp6cial, de '16quivalenten
 
momnaie locale de la deuxi~me tranche du
 

Programire, d'un montant de 1.484.000
 
mille dollars am6ricains.
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PIL No. 685-0288-0 4 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, 


-0, 

i Wttlefield n 

Dire r, USAID/Sene 1 


cc: 


- Mr. Magatte P. S ne, 

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. 


2292P 
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Lettre d'Ex~cution 685-0288-0 4 P. 2
 

La pr6sente Lettre d'Ex6cution et
 
toutes celles qui suivront seront
 
r~dig6es en Anglais et en Frangais ; en
 
cas d'anbiguYt6 ou de d~saccord entre
 
les deux versions, la version anglaise
 
fera foi.
 

Je vous saurais grv de bien vouloir
 
signer l'original de la.pr6sente Lettre
 
d'Ex~cution et la retourner l'USAID,
 
eii accusant ainsi r6ception. Veuillez
 
trouver 6i-joint une copie de la lettre
 
pour vos archives.
 

Veui n 
Ministre l'assujancq5.Qj~a haute 
cons i~zton 

Moussa TOURE, Secr6taire d'Etat aupras 
du Hnistre de l'Economie et des Finances 

Ampiiations: 

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

- M. Mamadou Lamine Loum, 
Tr6sorier g6n6ral, Ministare de 
1'Economie et des Finances. 

- M. Prosper Youm, Directeur de la
 
Pr6vision et de la Conjoncture,
 

Hinistare de l'Economie
 
& des Finances.
 

2294P.
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fi.a.blat:
 

REPUBLIQUE DU SENEGAL 

MINISTERE DE L'ECONOMIE 
Dakar, leOTET DES FINANCES 

DIRECTION GENERALE DU TRESOR 

TRESORENIE GENERALE 

Rdtdrence h rappeler Ag onsieur Harold LUBELL Chef du Bureau 
No 

.. / /du Programme USAID/SENEGAL
_________/CAB.l
 

DAKAR
 

Monsieur,
 

Je vous prie de bien vouloir trouver ci-joint une
 

liste des reglements 6ffectues par mes services p- Iant la periode du
 

ler juillet 1986 au 18 aout 1986 pour rembourser de arr1.6res de l'Etat
 

envers le secteur prive et les petites et moyennes entreprises.
 

Ces paiementn portent sur un montant total de francs
 

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

Veuillez agreer, Monsieur, l'expression de mes santi­

ments distingues./-


LE TRESORIER GENERAL
 
Par Procur tion
 

* / 
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USAID enegal
 
B.P. 49
 
Dakar
 

AID/PRM/86-91
 

Subject: A.I.D. Economic Support Fund 

(ESF) IV 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 

receiving payment 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. 
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Embassy of the United States ofAmerica 

Dakar, le 2 d~cembre 1986
 

MonsieurMoussa TOURE, .Secrdtaire d'Etata
 
Ministre de l'Economie & des Finances
 
Centre Peytavin
 
Dakar
 

Objet : Accord relatif au Programme du
 
Fonds de Soutien Economique
 
(FSE) IV de l'USAID (No.
 
685-0288) modifi6 - Troisime
 
Tranche.
 

Lettre d'Exfcution No. 0288-05.
 

Monsieur le Ministre,
 

La pr~sente Lettre d'Excution autorise
 
le dfblocage, du Compte spfcial, de
 
l'equivalent en FCFA de un (l) million
 
de dollars repr~sentant la troisi~me
 
tranche du Programme FSE IV en vue de
 
poursuivre le remboursement des arri~rds
 
de l'Etat envers le secteur privd,
 
conform~ment aux dispositions relatives
 
A l'utilisation des fonds en monnaie
 
locale du Compte special stipul~es A la
 
Section 5.2. de l'Accord de Subvention.
 

Je vous prie de bien vouloir demander au
 
Tr~sorier g~n~ral de nous envoyer la
 
liste des entreprises b~n~ficiant des
 
remboursements dans le cadre de
 
l'utilisation des fonds du Compte
 

special.
 

La pr~sente Lettre d'Ex~cution et toutes
 
celles qui suivront seront r~dig~es en
 
Anglais et en Frangais; en cas
 
d'ambiguit6 ou de d~saccord entre les
 
deux versions, la version anglaise fera
 
foi.
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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, 


ctn~geCarner 0 / "MoussaActing Director, USAID egal 

JrDa""~ 

cc: 

Mr. Magatte P. Sane, 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. 


2506P 
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PIL No. 0288-05 ESF-IV 
 P. 2
 

Je vous prie de bien vouloir signer

l'original de la pr~sente lettre et la
 
retourner a I'USAID, en accusant ainsi
 
reception. Veuillez trouver ci-joint une
 
copie de la lettre pour vos archives.
 

Veuillez croire, Monsieur le Ministre, a 
l'assurance de ma haute consideration. 

Iellccr~aire d'EI!t 
Aupres~n~r de 'Econcinie 

TOURET- gDAiIToukttr'f'a &s duMinistre HP l'iconom p & de^ F,--ices 

Am liationsM. Magte P. Sane, Directeur
 

national, BCEAO
 
M. Mamadou Lamine Loum, Trdsorier
 

g~nral, Ministare de
 
l'Economie et des Finances
 

M. Prosper A. Youm, Directeur de la
 
Prevision et de la Conjoncture,
 
Ministare de l'Economie et des
 
Finances..
 

2505P
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Unb/KoNJ.
 

RlEPUBLIQUE DU SENEGAL 

MINISTERE DE L'ECONOMIE
 
ET DES 
 FINANCES

~~Dakar, '
le 2 7 " "
 DIRECTION GONERALE DU TRESOR e., 

GENERALETRESORERIE 

RWfdrence A rappeler 
_.___8__ DS.
D 

a8 
 ONSIEUR HAROLD LUBELL
CHEF DU BUREAU DU PROGRAMME
 

I &'' 


USAID/SENEGAL
 

DAKAR
 

Monsicur,
 

Je vous fais 
tenir ci-joint 
une 
liste de r~glements 
ef­fectues par mes services pour rembourser entre le ler 
 '
 d cembre 1986 et
le 20 
 dmbre 1986 des arrieres d'Etat 
envers 
les petites et moyennes
Entrep. :
es et d'autres entreprises du secteur priv6.
 

Ces paiements qui 
portent un 
montant
sur total de 
trois
cent un millions sept cent cinquante huit mille trente F.(301.7
peuvent 5 8 .030),
etre rembourses avec 
la derni~re tranche de l'aide budg6taire
de trois 
cent vingt six 
millions 
deux 
cent cinquante 
mille 
francs
(326.250.000 F) versee le 15 decembre 1986 par votre Gouvernement.
 

Je vous saurais gr6 des dispositions 
que vous voudrez bien
prendre pour votre autorisation de deblocage de 
ces foids avant le 31
 
decembre 1986.
 

. o / . 
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Mes services se tiennent 'a votre disposition pour des 

precisions compl6mentaires A fournir. 

Je vous prie d'agreer, Monsieur, l'expression de mes sen­

timents distingues/.
 

Mam dL
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ANNEX 10
 

Action Memorandum
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ACTION MEMORANDUM FOR THE DIRECTOR USAID/SENEGAL
 

DATE: April 6, 1987 

FROM: Harold Lubell, Program Officer 

SUBJECL. 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 prcgram 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 economy.
 

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, thetotal financing requirements of the OS on current and capital budgets frominternal and external sources for 0OS 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 recol:d -f 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 to Senegal: IMF, France, World Bank, EEC, and USAID. 
The purpose of

this coordination is to reduce the dominance of the GOS in the economy.results of coordination have been most evident over past three years as 

The 
OS undertook a series of politically and socially sensitive reforms. 

the
 

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



Senegal: FY 1987 ESF-V PAAD 
 Annex 10 p. 93
 

long-tenm approach with the GOS aimed at resolving Senegal's structural
 
problems, but that the program would be based on annual and separate
authorization.. 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 objectives compared to what was contemplated 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 coimittee 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 8 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 or measuresof arrears other 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 separate 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. 



Senegal: FY 1987 ESF-V PAAD 
 Annex 10 p. 94 

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, OPEC-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 documents. analyses laiddonor These have the foundation 
for a coordinated program of donor assistance whose purpose is to stabilize 
Senegal's economy 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 have been met,CPs the 
Mission will cable a Financing Request to AIDIW. 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
 

III. Waivers
 

There are no waiver requests contained in this program. 

IV. Justification to Congress
 

A ProposeJ 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. 



Senegal: FY 1987 ESF-V PAAD Annex 10 
 p. 96
 

V. Clearances
 

The AID/Washington ECPR held in November 27, 
1985 to review the original

PAIP 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 Hission
 
Director USAID/Senegal, subject to AID/Washington concurrence based 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 appcoved 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
 

LEG:EDragon­

PRM/OPS:CSMcclusky 
 _
 

PDO:JSchlesinger-


RCON:Jlto
 

ADO:WNilsestuen
 


