
NIGER AFRICAN ECONOMIC POLICY REFORM PROGRAM
 

(683-0259 and 683-0263)
 



AGENCY FOR INTERNATIONAL DEVELOPMENT 
WASHINGTON D C 20523 

ACTION MEMR.D FOP. TE ASSISTANT ADMINISTRATOR FOR AFRICA 

-
FROM: AFR/PD, James A. Gr A 
SUBJECT: Niger: African Econmic Policy Reform Program
 

(683-0259 and 683- 63)
 

PROBLEM: To authorize an FY 1988 grant of $15,000,000 for the
 
Government of Niger (GON) to be financed from the Development

Fund for Africa (DFA) for an African Economic Policy Reform
 
Program (AEPRP).
 

BACKGROUND: The program for which authorization is requested

will contribute to the overall goal of diversifying and
 
increasinc rura :r-comes. The program's purpose is to projtvte

policy, and institutional reforms which will foster increased
 
exoorts of aaro-pastoral products, particularly through

official channels. Under the program, the GON will implement
 
reforms related to exrort promotion and marketing of export
 
products. By the end of the program, the followinq will have 
been ac-ieve:;
 

* In the area of fiscal reform, most export taxes on 
agro-pastoral products will have been eliminated. 

* Regulations and controls which impede utilization of 
official export channels will have been eased. For example, 
export regulations for livestock trade will have been 
simplified and made uniform; licensing requirements will have 
been relaxed; and, no new trade monopolies will have been
 
sanctioned.
 

* Regional trade will be strengthened as the GON assigns 
a commercial attache to Kano; establishes a foreign exchange 
rate and market and price reporting system; negotiat,s improved
 
bilateral trade relations; and, undertakes trade delegations.
 

The program will result in a better overall policy environment
 
to foster trade through official channels. The impact of these
 
changes on agricultural exports will be gradual with some
 
occurring in the medium term and others over the longer term.
 
The anticipated impacts of the Program will include increased
 
and diversified exports, positive overall returns to the GON
 
fiscal budget, an increase in the volume of trade through
 
official channels, augmented agricultural production, and
 
higher farmer incomes.
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The Mission reouested total life of program fundin of
 
$15,000,000. While the ECPR determined that only $12,000,000
 
of AEPRP funding would be available for immediate authorization
 
and obligation, the additional $3,000,000 has since become
 
available and will be authorized and obligated this fiscal year.
 

Of the total $15,000,000, $13,300,000 will be provided to the
 
GON on a cash disbursement basis, and $1,700,000 will finance a
 
projectized program support activity which will provide
 
technical assistance, studies, surveys, evaluation and audit,
 
short term training, and computers. This will be authorized as
 
a separate Handbook 3 grant and will be so managed by the
 
Mission.
 

The financial plan for the $15,000,000 program is presented
 
below:
 

Component
 

1. 	 Cash Disbursements $13,300,000
 
(8% Program Trust Fund to be (1,064r000)
 
managed by USAID/Niamey)
 

(Net 	transfer to GON) (12,236,000)
 

2. 	 Program Supoort 1,700,000
 
ST technical assistance (225,000)
 
Studies (495,000)
 
ST training/seminars (430,000)
 
Computer software/supplies (50,000)
 
Surveys/evaluation (450,000)
 
Audit 	 (50,000)
 

TOTAL 	 $15,000,000
 

Dollar disbursements to the GON will be made in three tranches
 
upon satisfaction of the conditions precedent. The dollar
 
resources will be disbursed to the GON, deposited into the
 
BCEAO, and exchanged for FCFA. The FCFA available as a result
 
of the exchange transaction will be transferred to the BCEAO
 
Niamey for deposit into a separate Treasury account of the GON
 
to finance budgetary costs related to the CON's private sector
 
initiatives. Primarily, these funds will replace revenues
 
foregone as a result of the elimination of export taxes on
 
agro-pastoral products. This will ease the implicit budget
 
shortfall related to the implementation of policy reforms
 
during the initial, transitional period.
 

As shown above, the Mission will require that, once exchanged
 
foL FCFA, 8% of the dollar disbursements made to the GON be
 
returned to the Mission for a local currency trust fund to be
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utilized by the Mission to finance additional unspecified
 
program support expenses. This will result in a reduction in
 
the amount of the cash disbursement available for budget

support. Specifically, of the $13.3 
million cash disbursement,
 
$1,064,000 will finance this local currency trust fund and
 
$12,236,000 will provide budget support. No OE Trust Fund is
 
contemplated at this time.
 

DISCUSSION: At the Issues Meeting held on May 5, 1988, the
 
Project Committee raised issues dealing with the proposed

conditionality, the adequacy of the analyses, program and funds
 
management, anc' the evaluation and monitoring plan. 
 As a
 
result of that meeting, Mission representatives agreed to make
 
several modifications to the PAAD, as follows:
 

(1) 	to incorporate sufficient information for 
a PD 	15
 

de ter m inat ion; 

(2) 	to revise and update the statutory checklist;
 

(3) 	to include detailed discussion of cash management
 
0roce.lure2 based on the experience of USAID/Daar;
 

(4) 	to schedUile a third year progress evaluation; and
 

(5) 	to zirovide for consideration of Gray Amendment firms 
in con ractrinc under the separate, dollar-financec 
program support activity. 

On May 11, 1966, the Executive Committee for Project Review
 
(ECPR) chaired by DAA/AFR Edward L. Saiers convened to review
 
the proposed program. The ECPR focussed its attentions on
 
issues of program feasibility, the analytical bases for the
 
proposed conditionality, and proposed local currency uses. 
 As
 
a result of its deliDerations, the ECPR made the following
 
determinations:
 

(1) 	that the Mission complete a social soundness analysis

which describes the nature of the socio-economic
 
groups likely to experience changes in economic
 
well-being as a result of the program and analyzes

what 	those changes will be;
 

(2) that local currency be disbursed through the GON
 
national budget utilizing the same mechanisms as
 
approved for Senegal by the General Counsel of the
 
Agency and be used to finance selected budget items
 
of those ministries implementing aspects of the GON's
 
private sector initiatives program;
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(3) 	 that proposed conditionality related to payment of
 

bonuses for customs agents be deleted from the
 

program; and,
 

(4) 	 that conditionality be added to disbursement of the
 

final tranche of funds which requires the GON and
 

A.I.D. to jointly assess other constraints to
 

increasing the quantity of agro-pastoral exports
 
identified during implementation of the program and
 

to indicate how these constraints will be addressed
 

after disbursement.
 

The Mission subsequently modified the PAAD to reflect these
 

decisions, and the revised PAAD is attached.
 

SPECIAL CONCERNS A.;D POLICY ISSUES: 

The proarar-5 4 n conformance with Policy Determination 15,
 
dated September 13, 19E6. It does not support the production
 
of agricultural commodities for export which would directly
 
compete with exports of similar U.S. agricultural commodities
 
to third countries nor does it have a significant impact on
 

U.S. 	exoorzers. com5,odities in question do not compete
 
with 	any U.S. exrorts. In any case, the volumes involved are
 

in world market terms that even the potential for
so small 

competition wi~t. U.S. exports is virtually nonexistent.
 

a
An Initial Environmental Examination (TEE) recommending 

categorical exclusion based on sections 216.2(c)(i)(i) and
 

concurred with by the Bureau Environmental
216.2(c)(2)(vi) was 

Officer on August 9, 1986.
 

A 121(d) certification for the program was received on July 25,
 

1988, signed by Mission Director, George Eaton. DAA/AFR Edward
 

L. Saiers concurred in this determination on July 26, 1988.
 

A Congressional Notification (CN) for $15 million of DFA funds
 
1988, and the waiting
was forwarded to Congress on July 28, 


period expired on August 12, 1988.
 

RECOMMENDATIONS:
 

(1) That you sign the attached PAAD facesheet, thereby
 
authorizing a DFA sector grant in the amount of $13,300,000 for
 

an African Economic Policy Reform Program (683-0259) for the
 

Government of Niger to be provided as non-project assistance;
 
and
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(2) that you siqn the attached Project Authorization, thereby
 
authorizing DFA funding of up to $1,700,000 for a technical
 
assistance grant project complementary to the African Economic
 
Policy Reform Program for Niger (683-0263).
 

Clearances: date _ __
DAA/AFR :WBoll inger date I
 

DAA/AFR:ELSaiers UA_. date \
 

GC/AFR:PJohnson date
 
AFR/CONT:RKing date
 
AFR/PD/SWAP:BBurnett . date
 
AFR/PD:JGraham date A'/
 

4,AFR/SWA:PDichter .... date j/
,AFR/SWA :GJones --GJon e date 

' AFR/DP/PAR: JKo i . _ ,_ _/' _ date" 
AFR//DP/PAB:LStamberg , -- date S, J 
PPC/PB :RIaushamme r , date I 
PPC/EA:ABatchelder date 
M/Fu/PAD:EOwens d_______ate__.__._"at 
State/AF/W:FCalhoun date f- 9 
AAA /PPC/ '::J.> I T u " 

drafted by :AFR/PD/S'AP :CRo -7386:6/11/88:4951
 



_____ 

________________________ CLASS!IAIN 

U. 'PAIAD Nbe ...... 5 68-- -6'05 
'JAGENCY FOR INTERNATIONAL IDEVELOPMENTc 

WRGMASSISTANCE 

'APPROVALDOCUEN3,ctoi 
D- 'Disbursement P r Grant-ollar 


(PD)' 40,.t
 
4~gst 8, 1 8
 

OTQharilesGGads-on 6 Y hne'ihe
 

8. QYBIncasc 

James A. Gr aam To btak n from.
 
Acting'Direc__________________ 


*9. Approval'Requested Commitment of 	 10.- Aprpito Buge PanCoe 

JType Funding 12YclCrec Arrzuigement ~. 13. Estimated DeliveryPeriod 14 ansactjon Eli ibil11 D,
 
ElCLon~GantE informal Formal D'~ None 9/8~29 pni Autho zation
 

5.Commodities4 uianccd <
 

N/ A 

16. Permitted Source , 	 17. Estimated Source 

Limite'd F; ~.~ 	 ~ ~Ifdustrfalized Countries 

Cash7 $13,300,000 	 Other 

18, Summar- Description 

A~~~ ~ Prga :TeNgrEooioiy 	 R.eform Progam'consists ofl a sector lgrant
%'anda discrete program supr prjc~ciiy (6H'-0263) Th pups oftepormst 
I promote~policy and institutional reform's, which- will 'foster incrieased~ exports of _agro-pasoral

products, particularly through official chann'els. 

Subjectto the availability of funds and the, tfua1 agemn fthPaietoheersan 
..	 conditio~ns se ot~een ti lne a total oft $13 300p000. wil1 be obligated inFsa 

Year 1988, and that dollar disbursements wi Ibe maide, to the6 Go vern ment, of ,Ni1e G, 0 i 
tranches of,54,4:.nmilion, $4.,433 milin and $4.43 iniion, ove r. a, thnree-yea r. pe riod.- Eac 
of the dollar disbursements is~tied to Condit io,ns,precedent which evidencekprqgress -in'impi~~e tn 

kthe policy feorm programr. Dollr-ilb~i'us''not'~con 	 ffe
where they %villbe coneitd Iaswledibred into theluraccoun of,sepheON i he BG

Locai'corelocalhcurrencytdwwhic id ll be hel in, a seart es'cilAccount~ Loca ~ i~i~be used to provide budget. support to, G Misteso mement,
* the private sector initiatives pirogram.. Nin~-w'eet of:t f nds( ap roximately '12 236 

willbe rodneand disbursed from the ~Sp!c ial Acon oIt' by the, Grgrmean JD ne 
disbursed, 1these. fu'nds~willrbe ~yteMnstrnaae oqf inaieTreasury ,vthrough jnora q
GON budgetary procedures.- The remain ihg 8 cnt of 'th'efunds (approximat~ 4;06,000,. 

,will be returiied to USAID/Niger wher'e-it 'Will be managed 'injtrust-and w 11 finanrce, a .variety,"-,',, S 
of program support Costs. 

C9.Cleara-nce B ifi e 20, Action 

DAAFR:ELSaiers ,RP ' 
F/R :PJohnson; 

AFR'DP:JWetl 	 Da-lb~inature 

-4WA KRPr111 htPr x/ 
AitlR :CONTIf,

ARR/DYS~P'B~tj~ntt a Ad*in~ o fo Af caPPeR7A~L PM s/ 	 ~ S1I I 
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B. Policy Reform Conditionality: In addition to the standar6
 
conditions precedent (specimen signatures and designation of
 
authorized representatives), the following conditions precedent
 
will be included in the Program Agreement:
 

(1) Conditions Precedent to Initial Disbursement for all 
Activities: Prior to the first disbursement of U.S. dollars 
under the Grant, the Grantee shall furnish to A.I.D., in form 
and substance satisfactory to A.I.D.: (a) evidence that a 
special account has been established in the Treasury of the 
Government of Niger for the deposit of local currency 
equivalent to the dollar disbursements under the Grant; (b) 
formal designation by the Government of Niger of the entity 
empowered to monitor policy reform measures under the program; 
and (c) evidence that the export taxes on agro-pastoral 
products have Leen eli inated. 

(2) Conditions Precedent to Subsequent Disbursements of
 
Dollar Resources:
 

a. Prior to disbursement of the second tranche of
 
dollar resourcez under the Grant, the Grantee shall furnish to
 
A.I.D., ir.fore anc substance satisfactory to A.I.D., evidence
 
that the Grantee has:
 

(i) Instructed government personnel throughout
 
the country on the proper formula for estimating valu.e
 
of livestock (cattle) for purposes of fixing patente
 
costs and simplified licensing (patente) procedures
 
for export of livestock;
 

(ii) Begun preparation of a charte des
 
contriouables (businessmen's bill of rights), to
 
include establishment of the position of arbiter
 
between business and government (as described in the
 
PAIPCE);
 

(iii) Appointed a commercial attache (from the
 
Ministry of Commerce) to the consulate in Kano,
 
Nigeria, and established a line item in the national
 
budget for this purpose;
 

(iv) Initiated ccntacts with the Government of
 
Nigeria in order to establish bilateral commercial
 
accords aimed at resolving government impediments to
 
trade;
 

(v) Undertaken trade missions in neighboring
 
countries with mixed government and private
 
representation;
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(vi) Issued an Action Plan for improvement of
 
livestock export practices thereby implementing the
 
MAR report;
 

(vii) Not granted any new trade monopolies; and,
 

(viii) Not discontinued, reversed or otherwise
 
impeded any action it has taken in satisfaction of any
 
previous condition precedent under this program.
 

b. Prior to the disbursement of the third tranche of
 
dollar resources under the Grant, the Grantee shall furnish to
 
A.I.D., in the form and substance satisfactory to A.I.D.,
 
evidence that the Grantee has:
 

(i) Prog,2loated the charte des contribuables and 
create2 t e post of arbiter; 

(ii) Established a system of collection and
 
dissemination of data on prices of agro-pastoral
 
prodocts and on exchange rates at Kano;
 

(iii) Eliminated the professional card (carte
 
professlonnelle) for vendors of livestock and
 
simolified and clarified licensing requirements for
 
traders in skins and hides, so as to prevent the
 
developnen: of monopolies or monopsonies;
 

(iv) Posted a trained commercial attache to Kano,
 
assuming receipt of approval from the Government of
 
Nigeria;
 

(v) Continued good faith efforts toward
 
negotiations with the government of Nigeria on trade
 
relations begun in previous year;
 

(vi) Undertaken additional trade missions, as
 
described above;
 

(vii) Reviewed jointly with A.I.D., in form and
 
substance satisfactory A.I.D., the progress achieved
 
in implementing export promoting policy reforms with
 
special attention to the identification of additional
 
policy constraints which are affecting export growth;
 
and, is taking measures, in form and substance
 
satisfactory to A.I.D., to address the constraints
 
thus mutually identified which reflect agreement on
 
research and analyses needed to identify specific
 
corrective steps; and,
 

(viii) Not discontinued, reversed or otherwise
 
impeded any action it has taken in saLisfaction of any
 
previous condition precedent under this program.
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C. Covenants: in addition to the above policy reform
 
conditionality, the Program Agreement will contain the
 
following covenants:
 

(1) Continuance of Actions Taken by Grantee in
 

Satisfaction of Conditions Precedent: The Grantee shall
 
covenant the it will iot in any way discontinue, reverse or
 

otherwise impede any action it has taken in satisfaction of any
 

condition precedent to the Program Agreement, except as
 
mutually agreed to in writing by the Parties..
 

(2) Elioible Use of Program Funds: The Grantee shall
 

covenant thar ii will not use program funds or funds generated
 
pursuant to any dollar disbursement for any military or
 

paramilitary purposes.
 

4 9 5 5 



AGENCY FOR INTERNATIONAL DEVELOPMENT 
WASHINGTON D C 20523 

PROJECT AUTHORIZATION
 

Name of Country: Niger
 

Name of Project: Economic Policy Reform Support
 

Number of Project: 686-0263
 

.. Pursuant to Section 121 of the Foreign Assistance Act of
 
1961, as amended, and the section entitled "Sub-Saharan Africa,
 
Development Assistance," of the Foreign Operations, Export
 
Financing, and Related Programs Appropriations Act, 1988, I
 
hereby authorize the Economic Policy Reform Support Project for
 
Nicer ("Coocera:Inc~ Co;untr ", involving planned obligations of 
not to exceed7 O-e 1,Iion Seven Hundred Thousand United Stares 
Dollars (US ',70O,00 ) ir orant funds ("Grant") over a three 
year period from the date of authorization, subject to the 
availability of funds in accordance with the A.I.D. 
OYB/aliotmenr. orocess, to help in financing foreign exchange 
and local currenc.y costs for the project. The planned life of 
the pro~ec_ is rcn:,. fromf the date of initial oblication. 

2. The project ("Project") consists of technical assistance
 
activities recuired to implement and support the Economic
 

-
Policy Re'orr Pro-ra- for Niaer. It, therefore, conrtributes to
 
the overall ouroose of promoting policy and institutional
 
reforms which will foster increased exports of agropastoral
 
products, particularly through official channels.
 

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

a. Source and Origin of Commodities, Nationality of
 
Services
 

Commodities financed by A.I.D. under the Grant shall have their
 
source and origin in the Cooperating Country or in countries
 
which are included in A.I.D. Geographic Code 935, except as
 
A.I.D. may otherwise agree in writing. Except for ocean
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shipping, the suppliers of commodities or services shall have
 
the Cooperating Country and countries which are included in
 
A.I.D. Geographic Code 935 as their place of nationality,
 
except as A.I.D. may otherwise agree in writing. Ocean
 
shipping financed by A.I.D. under the Grant shall be financed
 
only on flag vessels of the United states, except as A.I.D. may
 
otherwise agree in writing.
 

Chc -fes L. Gladson
 
Assi t~ant Administrator
 

Bureau for Africa
 

Date
 

Clearances: _ _ _daDAA/AFR:WvBollinger 0date
 

DAA/AFR:ELSaiers date
 
GC/AF :PJohnson at 
AFR/CONT:PKinc date
 
AFR/PD/SWAP:BBurnett 'C. _
 
AFR/PD:JGraham date
 

'AFR/SWA:PDichter /-. date
 

1 AFR/SWA: GJones date
 
AFR/DP/PAR:JWolgin_,Z& date "
da --
AFR/DP/PAB:LStamber('A date z.2j 

PPC/PB:RMaushammer Tr"l # date 1-11-1
 
PPC/EA:ABatchelder date A" 77
 
M/FM/PAD:EOwens date
 
State/AF/W:FCalhoun JLL- date
 

GC/AFR : son/8/8/88/x79218:5022M
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'
I. EXECTIVE SLMPikJ AND RBCOWENDATIONS 

A. Introduction 

The Niger Economic Policy Reform Program (NEPRP) is a $15 million grant to 
th., Government of Niger (GCON) which will support GON economic 
liberalization efforts, in particular the Program to Support Private Sector
 
Initiatives and Job Creation (PAIPCE). The grant will be financed under
 
the African Economic Policy Reform Program (AEPRP) of A.I.D. The emphasis
 
of NEPRP is on policy changes which will enhance opportunities for
 
increased exports of agro-pastoral products. The program is organized as a
 
sector grant to be released in three tranches on satisfaction 61 policy 
reform conditions, and a projectized component for financing short-term 
technical assistance, training and studies in support of policy reform, as 
well as audits and evaluations required by A.I.D.
 

The USAID/Niger program has a goal of assisting Niger to increase and 
diversify food production and increase rural incomes. The main constraints 
to increasing food production and rural incomes are limited food production 
capacity due to low and erratic rainfall and limited domestic markets due 
to Niger's small urban population and low per capita income. Addressing 
these constraints involves a two-pronged strategy for introducing 
productivity-increasing new agricultural technologies and expanding the 
demand for agricultural products through the development of export 
markets. The introduction of new technologies is proceeding through 
agricultural research, production and extension programs. The expansion of 
export markets requires a set of economic policies that assures the 
allocation of Niger's productive resources on the basis of its comparative 
advantages. NEPRP focuses on achieving this second objective. 

NEPRP calls for a set of policy reforms and initiatives by the Government
 
of Niger intended to improve the policy environment for regional trade
 
through official channels. Policy reform under NEPRP concentrates on
 
elimination of export taxes on agro-pastoral products, easing of
 
regulations and controls which impede utilization of official export
 
channels, and government initiatives in export promotion and strengthening
 
of regional trade relations. Proposed policy conditionality under NEPRP is 
compatible with GON statements of policy toward the private sector 
contained in the PAIPCE. Further, the GON's draft "private sector 
promotion policy" written during NEPRP design and published in March, 
specifically includes NEPRP cor.ditionality as proposed actions. 

The program design reflects A.I.D. policy on trade development, which 
includes the direction that A.I.D. policy dialogue, programs and projects 
establish a policy environment that is conducive to private enterprise and 
expanded participation in international trade; support trade and investment 
promotion efforts; and introduce or expand private sector competition in 
the export or import of essential or economically important commodities. 
Particular elements of policy reform under NEPRP are highlighted in 
A.I.D.'s trade development policy: elimination of taxes on exports, 
simplification of licensing and other bureaucratic procedures needed to 
export with resulting reduction in transaction costs, elimination of trade
 
monopolies, training of public sector personnel to strengthen their 



-2

effectiveness in representing their country's commercial interests
 
overseas, improvement of the investment environment by providing effective
 
means for settling disputes.
 

B. Program Goal and Purpose
 

The NEPRP program will contribute to the goal of diversifying and
 
increasing rural incomes. The program's purpose is to promote policy and
 
institutional reform which will foster increased exports of agro-pastoral
 
products, particularly through official channels. NEPRP will assist the 
Government in establishing conditions in which exports can increase in a
 
significant way, ani in which Nigeriens can take advantage of economies of 
scale and other benefits relating to use of modern business practices. It
 
will complement other donor efforts in macroeconomic reform, agricultural 
production and private enterprise initiatives. The program is a natural 
progression from, an-] companion piece to USAID's Agricultural Sector 
Development Grant (AS DG) and a link to ASDG II. The Niger EPPP is also the 
mission's first major private sector program, consolidating and expanding 
upon what are currently individual activities in support of private sector 
initiatives. 

C. Program Comp~nents 

The economic reform program has two components: a sector grant to the
 
Government of Niger and a program support component for short-term,
 
technical assistance, studies, training, and for evaluation ani'audit
 
requirements of the grant.
 

Dollar disbursements to the Grantee are to LIE made in tranches on 
satisfaction of conditions precedent, which are specific policy and
 
institutional reform measures agreed to in advance by the two Parties.
 
Disbursements will be effected via direct Treasury transfer to the
 
Government of Niger and will provide assistance in financing costs related
 
to the Government's private sector initiatives, in the first instance
 
revenues foregone as a result of the elimination of export taxes on
 
agro-pastoral products. This will ease the dislocation implicit in
 
implementation of policy reform measures for a transitional period.
 

The goal of the sector grant is to maintain a certain level of financial 
support to the GON ministries charged with carrying out the private sector 
program, including reforms mandated by NEPRP. The local currency 
equivalent of the dollar disbursement will be used to finance 
budgeted activities of ministries which implement the new private sector 
initiative.
 

The program support component will include short-term technical assistance, 
studies, training, evaluation and audit. The program support component 
will not be tied to the conditionality of the policy reform component, so 
that any delay in fulfillment of conditions precedent for the dollar 
resource transfer will not prevent delivery of short-term assistance
 
intended to facilitate implementation of the reforms.
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The A.I.D. contribution to the program is summarized below:
 

Component $000 

1. Conditional Resource Transfer 13,300
 
(of whic+- 8% reserved for 
USAID Trust Fund)
 

2. Program Support Component
 
-Short-term technical assistance 225 
-Studies 495.
 
-Short-term training/Seminars 430
 
-Computer software/supplies 50
 
-Baseline studies/Evaluation 450 
-Au 50 

Total *15,000
 

D. Proaram Implementation 

The responSii 1ity for imolementation of the policy reform program will
 
rest wit!- tne GOT;. Ti-e principal executing agency for this program will be 
the Ministry of Plan:. The ministries of Commerce, Finance, Animal
 
Resources and Agricilture, and the national Chamber of Commerce will play
 
imortant role. boh. for policy and institutional reform and in proqra-: 

s
operation (data collection, traininc).
 

E. Conditionality an,9 Policy Reform
 

The economic reform program will promote and assist the GON to implement 
policy an6 institutional reform related to export marketing. Disbursement of 
dollar funds to the Government will be made in tranches, conditional on 
satisfaction of performance benchmarks which are detailed in sections III and 
VI of this PA.D. The reform program is fully consistent with the Government 
of Niger Structural Adjustment Program and Five Year Development Plan. It is
 
closely tied to the Government's private initiatives program, the PAIPCE.
 
Furthe-more, the policy agenda of the grant is consistent with A.I.D. policies
 
on economic reform and private sector assistance, and builds upon on-going
 
policy reform initiatives supported by the Agriculture Sector Development
 
Grant.
 

Disbursements of the cash grant will take place when conditions precedent iave 
been met according to defined performance criteria and targets. By the end of 
the program, the following actions (outputs) will have been accomplished: 

1. Fiscal Reform
 

Export taxes on agro-pastoral products eliminated. 

10 
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2. Regulations and Controls
 

The following measures will have been taken to ease those regulations and
 
controls which impede utilization of official export channels:
 

a) Export regulations for livestock trade simplified and made uniform;
 

b) Requirements for licensing in skins and hides export trade relaxed to
 
promote competition;
 

c) "Businessmen's bill of rights" issued defining private sector rights

and responsibilities, and system of judicial arbiters.between private
 
sector and government established; 

d) Action plan issued and actions underway for implementation of 
recommendations of the Ministry of Animal Resources study, "La 
politique du Niger en mati~re d'exportation du b~tail;" anid 

e) No new monopolies of trade sanctioned. 

3. Regional Trade Relations 

The following measures will have been undertaken by the GCt\T for export 
promotion and strengthening of regional trade relations:
 

a) Qualified commercial attache assigned to the Niger consulate in Kano;
 

b) Trade delegations made up of representatives of the Chamber of 
Corrnerce, National Center for External Trade, and private sector 
businessmen, as well as GON personnel will have visited nearby 
markets to develop specific Nigerien export links; 

c) Market and price reporting system for the consulate in Kano and a 
regular system for announcing foreign exchange rates established; and 

d) Neighboring countries (especially Nigeria) engaged by G(tN in 

negotiations for improved bilateral trade relations. 

F. Program Impact
 

The program will result in a better overall policy environment to foster trade 
through official channelb. The impact of these changes on agricultural 
exports will be gradual with some occurring in the medium term and others over 
the longer term. The program will have an impact on the macroeconomic level,
 
the GCN fiscal position, the volume of trade through official channels, and on
 
agricultural production and farmer income. 

At the macroeconomic level, liberalization of agro-pastoral e)ports should 
contribute to a larger volume and more diversified composition of exports.

This growth and diversity could support the higher level of imports needed for 
economic development and will help to protect Niger from adverse changes in 
its terms of trade. 
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The reforms should encourage increased trade through official channels, 
enhancing the impact of government policy on the development of an export 
strategy. By end of Program, the existence of freer markets for agro-pastoral
 
exports (includina the absence of export taxes, price controls and exoort 
monopolies, and a minimum of regulations) will have resulted in more private
 
sector participation in exports through official channels. Reduced
 
disincentives to exporting through official channels combined with the 
increased costs of exporting through parallel channels should have caused some
 
exporters to shift from the unofficial to the official sector. Official 
agro-pastoral exports will increase relative to unofficial exports.
 

Over the long term, there should be actual increases in total agricultural
 
exports. An additional effect will be to help preserve Nigerien market share
 
in the coastal markets. 

3. Specia! Issue? 

1. Policy Concerns 

The program has been designed in full conformance with A.I.D. guidelines and 
requlations, inc!udina Policy Detecmination 15 (dated September 13, 19E6) on. 
agricultural exr rt development. The program does not support the prodActio:. 
of agricultural comnodities for export which would directly compete with 
exports of similar U.S. agricultural commodities to third countries, nor wil1 
the pro'rar, have sia-nlficant impact on U.S. exporters. The commodities i. 
auestiorn (Jive::oc:, skins and hides, onions, and cowpeas) do not direct>' 
compete with any U.S. eyoorts. In any case, the volumes in question are CuitC 
small in world market terms. 

2. Contracting Opportunities
 

There will be no long-term technical assistance contract associated with this 
grant program. Rather there will be short-term technical assistance 
activities, studies and short-term training which cannot be aggregated into a 
single procurement unit because of their great diversity. USAID plans to use 
IQC arrangements or buy-ins to centrally funded projects wherever possible in 
order to reduce the management burden involved in direct contracting. Use of 
Gray Amendment entities will be sought to the maximum extent possible. Given 
the modest scale and diversified nature of these contracts, limitation to 
Title XII institutions would be inappropriate and overly restrictive. 

3. Donor Coordination
 

The program was designed in coordination with other major donors and
 
international organizations, and such contacts will be maintained throughout
 
implementation. See Section II.D. for descriptions of other donor
 
interventions in the domain. Note that implementation of the policy reform
 
conditions under NEPRP is in no way dependent on other donor actions or
 
conditionali ty. 

PAAD Guidance Issues 

Annex E provides detailed responses to issues raised in the PAAD guidance 
cable.
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H. Summary Finlings
 

From the review and analysis set forth in this document, USAID/Niger concludes
 
that:
 

1. 	 The proposed grant program is technically, economically and
 
administratively sound;
 

2. 	 The timing and funding of the program are appropriate;
 

3. 	 Sufficient planning has been completed to implement, monitor and
 
evaluate the program; and
 

4. 	 All statdtorY criteria have been met. 

I. Recommen.a do<
 

USAID/Nicer recommends approval by the Assistant Administrator for Africa of 
the request for oro:ram assistance in the form of a grant of $15 million from 
the AEPP? funi of t! Devebooment Fund for Africa. The grant will consist o'7 
$13.3 mii-,-. "" c'f :&n. an .tI. million for technical assistance, 
studiez, trtin'n-, ev;Lation and audit su-Dort to the progra7. 
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A. Macroeconomic Environment
 

1. Economic Structure
 

Traditional agriculture is the base of Niger's economy. An enclave mining
 
sector (uranium) contributes to government revenues but otherwise it has weak
 
linkages with the rest of the economy. The small industrial sector is
 
dominated by one public utility and handicraft industries. Manufacturing is a
 
nealigible component of the economy. The service sector including trade and
 
transportationi but excluding government, is the second largest sector after
 
agriculture.
 

Annual chance- in the level of economic activity are explained more by 
rainfall patterns tha:. b: any other single factor. At the end of the deca4
of the 19P0's real aross domestic product (GDP) will likely be equal to its 
beginnina-of-tIa-decae 'eve!. A drouaht in 1988 or 1989 will reduce the end
 
of the decade real CD? belcjg its 1980 level. The poor rainfall patterns in 
1984 anJ 1q67 le. to decline.z in real GDP of seventeen and five percent
 
resoectivelv. CD? aro,.:t!, i non-drought years was not sifficientIy stronc to 
lift the econro- a'-yve prc--drought levels. 

Employment is concentrated in the rural sector. Ninety-one percent of the 
labor force earns all or a r=rt of its income there, seven percent of the 
labor foro- f,.7 t- .- rvi.Cz sentor (includina government) and the rem-ninfns 
two percent in= The annual growth rate of the labor force is in i.z irnxstry. 
excess of two percent.
 

Per capita income is low ($250) because of the large proportion of the labor 
force in aariculture and the low productivity of agricultural workers. Use of 
animal traction is not widespread. Fertilizer consumption per unit of land is 
lower in Niger than in the other Sahelian countries and is less than ten 
percent of the averace for low-income Sub-Saharan Africa. At mid-decade t*-. 
index of food production per capita was four percent below the base year
 
(1979-81). The predominant crops are millet and sorghum, most of which
 
production is for on-farm consumption.
 

The value of livestock production is nearly forty percent of total rural
 
production in normal rainfall years. Livestock herders' practices can be
 
described as traditional. Herders generally attempt to maximize herd size.
 
Sales are made to meet cash needs for household consumption. Competition for
 
land between herders and cultivators is increasing as population pressures
 
push cultivators north and lack of pasture pushes herders south.
 

Both livestock and agricultural products are exported. Niger's major export
 
market for rural products is Nigeria, which purchases substantial quantities
 
of livestoc; and cowpeas. Onions are exported to COte d'Ivoire and other
 
coastal markets. The contribution of the rural sector to export receipts is
 
dwarfed however by uranium export revenues. Three-fourths of all export 
receipts come from uranium. 
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The financial sector's structure and performance are what one would expect 
given Niger's economic structure. Three development banks (one undergoing 
liquidation), six commercial banks and three non-bank financial institutions
 
comprise the financial sector; lending is dominated by the development banks. 
Three banks hold ninety-six percent of total private deposits. Outstanding 
credit is predominantly short and medium-termrt; less than one percent is 
long-term. Most banking activity is concentrated in the capital. Only two 
banks operate a system of branch offices. One bank recently affliatd with a 
Nigerian bank has just established branch offices on both sides of the 
Niger-Nigeria border.
 

Government fiscal strategists have been preoccupied with seer&l problems: a 
large external debt, weak domestic resource mobilization and poor resource 
management. The government sector is the country's major investor, yet 
government revenue can fund no more than five percent of the public investment 
budget. Donor funding pay, for ninety-five percent of the public investment 
budget as well as a portion of the government operating budget. Indirect 
taxes (including foreign trade taxes) are the principal sou:_rces of public 
funds. The government revenue/GDP ratio is ten percent. Fiscal and external 
imbalances are described in more detail below. 

The structural transformation of Niger's economy will occur slowly under the 
best of circumstances. Educational levels are low. The primary school
 
enrollment is twenty-eight percent. The adult literacy rate is ten percent.
 
Productivity gains in agriculture through research have been difficult to
 
find. The low-level of rural purchasing power constrains industrialization 
prospects. Urban demand for food is also constrained by low levels of 
income. Many urban households rely for their food consumption requirements on 
transfers from rural relatives of grain and other foodstuffs. Cash 
expenditures, and hence effective market demand, are quite low. According to 
a survey by the Ministry of Plan in early 1987, nearly half of the households 
in Niamey spend less than t20 per month on food, one-third of households spend 
less than t3.50 per month on food. Low incomes, small domestic markets and 
weak demand suggest the need for an outward looking development strategy.
 

2. Structural Adjustment
 

Uranium export receipts fueled strong economic growth in the late 1970's. The 
expansion of the Nigerien economy ended abruptly in 1981 with a drastic fall 
in the world demand for uranium, a lowering of the quality of ore being mined, 
and increases in production costs. Demand began to fall in 1979 after the 
accident at Three Mile Island. The world spot market price for uranium fell 
by an annual average of 24 percent between 1979 and 1982. The decline in the
 
uranium price, together with the depreciation of the French Franc, led to a 
fall of more than 20 percent in the export price index while the import price
 
index was rising. Consequently, Niger's terms of trade fell 25 percent 
between 1980 and 1982. In short, the anticipated revenue flows from uranium 
producticn, which served implicitly as collateral for Niger's external 
borrowing, collapsed. A reluctance to forsake the ambitious development plan 
led to its financing by resort to the drawdown of official reserves and 
foreign borrowing with increasingly short maturities and on camercial terms. 
Foreign assistance during this period leveled off. When the export situation 
did not improve at a rate compatible with the need for debt servicing and
 
external capital flows from private sources declined, a liquidity crisis was 
set in motion.
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Going into 1983 the GON faced a situation in which the ratio of disbursed
 
public and public-guaranteed debt to GDP was thirty-one percent; whereas three
 
years earlier the ratio was below ten percent. The ensuing stabilization
 
program was built around an "interim consolidation program." While the main
 
objectives of the interim plan were the same as those of the five-year plan
 
(1979-1983), it reflected the severe financial constraints of 1983. 
 The
 
elements of the austerity program included a freeze on wages in the public
 
sector, reductions in other recurrent spending, and restrictions on external
 
borrowing. However, the effort to restrain public spending had its strongest
 
impact on capital expenditure. Planned public investment in 1983 was only
 
thirty percent of its 1979 level. The external resources supporting the
 
consolidation program included the Ir-F compensatory financing facility and
 
stand-by arrangements, French exceptional budgetary assistance, and USAID
 
sector assistanco. Although these resource flows helped stabilize the
 
economic situatic-,, total outstanding debt continued to increase, reachInc
 
t752 million ' the en of 190-. The normal difficulties of stabilization 
were comounded hy the drouqht of 1984/85 and closure of the border with 
Nigeria in May 1984. The GON and World Bank began a multi-year structural 
adjustment credi: in FV 1986. 

Nicer had TV: stand-'y arrangements in effect from Auaust 1983 throuqh 
December i9E-. The aovernrment entered into a three-year, SD? 21 million 
Structural AcHustment Facility (SAF) Arrangement with the IMF in December 
1986. This facility is supported by a Policy Framework Paper prepared by the 
government with assistance from the Fund and the World Bank. The prograc 
see-s to foster- c Zt4ons of increased Drivate sector activity K' redic'n
the structur:J obstacles to economic growth. The scope of price controls will 
be narrowed, marketing will be liberalized, and the public enterprise sector 
will be reformed to improve its financial position and operations. 

The government has met most of the first year objectives and policy measures.
 
An end-of-year review by the IMF judged progress to be satisfactory. Progress

to date in the Stand-by and SAF arrangements includes the following: the
 
number of imported aoods subject to preset profit margins has been reduced
 
from 200 to 39; the number of goods subject to price ceilings has been reduced
 
from 27 to 5; monetary growth and public expenditure growth have been within
 
target levels; and, public investment level and implementation rate targets
 
have been met. The second tranche of the SAF (SDR 10.11 million) was approved
 
in November 1987.
 

The World Bank and the Government of Niger developed a structural adjustment
 
credit program in 1986. The program ran through 1987 and disbursements
 
totaled $60 million. The objective of the program was to increase the
 
efficiency of resource use by addressing key structural problems of the
 
economy through an economic reform program. Specifically, the program deals
 
with three structural problems: weak public resource management, inefficient
 
parastatals and inappropriate agricultural policies. The problem of public
 
resource management is addressed by restructuring current expenditures towards
 
materials and supplies and away from salaries, by higher rates of cost
 
recovery and by improved debt management. Secondly, public enterprises are to
 
be reformed by revising economic incentive policies, improving their legal and
 
institutional framework and selected privatization and divestiture efforts.
 
Finally, the structural adjustment program calls for agricultural policy
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changes found in US&TD'S Agriculture Sector Development Grant (ASDG); 
liberalization of cereals marketing, reduction of agricultural input 
subsidies, and improvement of the agricultural credit system. 

Progress to date includes the following: standard charters for parastatals
 
have been approved., thirteen parastatals have been privatized, six are being
 
rehabilitated; five additional parastatals will be partially or fully
 
privatized and two will be liquidated; nine of thirteen major public
 
enterprises have reduced their operating losses; 3.25 billion FCFA of
 
parastatal cross debt arrears have been settled; the state cereals marketing 
and storage agency (OPVN) has abandoned its price stabilization objective and
 
now limits itself to managing a food security stock of 80,000 tons; and
 
efforts to develop an agricultural credit policy are underway. Studies are
 
underway in the areas of cost recovery and civil service reform. No new
 
external, non-concessional loans have been taken by the GON.
 

Structural reforr of parastatals received additional impetus fron an $3 
million World Bank program (Public Enterprise Sector Adjustment Program or
 
PESAP) approve in mid-1987. This program extends the ongoing reform in six
 
areas: public resoirce management, price liberalization and incentive
 
policies, institutional reform of public enterprises, rehabilitation of
 
selected enterpris es, additional privatizations and liquidations, and 
completion of the settlement of parastatal cross debts. The program disbdrsed 
$30 million in 1987. The balance is to be disbursed in 1988, once the 
remaininq conditions have been met. 

As the structural adjustment process brought order to the public finances, the 
Government of Niger was able to take a longer term perspective on economic 
policy. In the fall of 1986 the government began to publicize an emerging 
long-term development strategy. 

3. Development Strategy 

Development planning had been dormant since the collapse of the 1979-1983 
Five-Year Plan in the wake of the fiscal crisis in the early 1980's. The 
revival of development planning and a new policy of economic liberalization 
appeared together in the form of several significant government documents. 
The first policy statement to address economic planning beyond the 
stabilization process was the Programme Significatif de Relance (PSR)
 
(Economic Recovery Program). The PSR is an action plan which specifies the
 
public policy changes that will be undertaken to revive the economy of Niger.
 
Its foundation is a redefinition of the role of the State in economic affairs
 
and an acknowledgment of the importance of the private sector in Niger's
 
economic recovery. The State's role is to provide a fiscal and administrative 
framework which supports private sector development. In exchange for this 
offer of support to the private sector, the Government expects a scrupulous 
adherence to its laws and regulations by the private sector, especially as 
regards taxation and customs administration. The thrust of the PSR is to
 
increase the productivity of the existing capital stock through regulatory 
reform, in other words to get more output from existing resources through more 
efficient use of these resources, while the Five-Year Development Plan 
1987-1991 and its accompanying Three-Year investment program emphasize 
increasing the stock of capital. Public pronouncements in the fall 1986 
characterized the PSP as a bridge from the period of stabilization to a period 
of sustained economic growth. 
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Between December 1986 and April 19C7 the government worked on an elaboration 
of the PSR, in conjunc-ao with several public institutions. This elaboration 
is known as the Programme d'Appui aux Initiatives Privies et A la Creation 
d'Emploi (PAIPCE) (Program to support private sector initiatives and job 
creation). PAIPCE deals with two public policy problems: burdensome and 
counter-productive regulations of the private sector and overemployment in the 
public sector. Specific actions to reduce disincentives to private sector 
activity are prescribed. Among the reforms to be carried out are revisions of 
the commercial and investment codes, revisions in labor laws, and reductions 
in the extent of oversight by the econcmic police. Institutional changes will 
strengthen the Chamber of Commerce and encourage the formation of other 
business interest groups capable of interacting with the Gogerment on public 
policy issues. This private sector emphasis is a major government policy 
shift. 

The second major policy shift to be highlighted during the revival of
 
development planning in Niamey is the decision to stress rural development as
 
the engine of economic growth in Niger. The shift began several years ago as
 
budget allocations for public investment changed in favor of agriculture an5 
rural develoanent. This shift in sectoral emphasis has its most fully
 
developed rationalization in the five-year development plan. Three documents
 
make up the five-year plan: the Economic and Social Development Plan of Niger
 
1987-1991; the Financing Plan 1987-1991 and the three-year Investment Plan
 
(1987-1989). The strategy of the development plan is export-oriented and 
rural based. The strategy represents a formal recognition that prospects in 
the world uranium market rule out any recovery in the mining sector. The
 
productive sectors, other than agriculture, are too small to serve as a base 
for wide-spread economic growth. Only agriculture, the work place of ninety 
percent of the labor force, has the resource base from which sustained 
economic growth can emerge. At the same time, the resource bas is threatened 
by natural (erratic rainfall patterns) and man-made (overgrazing and 
soil-depleting agricultural practices) calamities. The strategy gives 
considerable importance to the preservation of the resource base. The 
five-year development plan incorporates the private sector emphasis found in
 
the PSR.
 

Reforms in econamic regulations including but not limited to the Structural 
Adjustment Program undertaken to date can be classified in three areas:
 
parastatal restructuring and divestiture, pricing and marketing policies, and 
regulation of business operations. The broad extent of these reforms can be 
appreciated by reviewing the types of changes being introduced or already in 
effect.
 

The parastatal structure in Niger comprises sixty-four firms. Progress in 
reforming public enterprises was presented above. Decisions taken to date
 
affirm the government's resolve to reduce its participation in the production 
of goods and services. 

Standard charters, a statement of pp.rastatals' rights and respoisibilitiet, 
have been approved for the parastatals to be retained. Nine of the thirteen
 
major public enterprises have reduced their operating losses. Parastatal
 
cross debts of 3.25 billion FCFA have been settled.
 



Pricing and marketing policies have changed to increase the scope and 
flexibility of the private sector. Many parastatals' trade moncpoly rights
 
have been eliminated. The range of price and profit controls has been reduced. 

Reforms already in place in the third area, regulation of business operations,
include an extension of the period of validity of business operating licenses 
and a shortening in the legal process to be followed in registering a 
company. A very recent change, which should have a significant impact on 
transport costs, is the reduction in the number of police control points along 
the national road between Niamey and Zinder. It is widely acknowledged that 
each police stop can charge "informal" tolls to truckers, hence elimination of 
control points reduces the effective cost of transport of goods. 

The private sector strategy continues to evolve. A Round Table on the private 
sector is scheduled to take place this June in Niamey, at which time the 
government will present draft private sector policy papers for review and
 
camment by donors, the Nigerien private sector and foreign investors. A 
three-day meeting involving the Government and the Nigerien private sector 
(donors were invited as observers) took place in March. The purpose of the 
meeting was to let the Government hear the private sector's reaction to a
 
draft "private sector promotion policy" which had been prepared by the
 
Ministry of Commerce. This meeting and other meetings between the President 
and high government officials on the one side and private sector business 
organizations on the other side show a recently acquired willingness on the 
part of the government to exchange views with the business community and 
incorporate their ideas into public policy.
 

Readers who continue on to Section III of this PAAD will note the congruence
 
between the refor package described there and elements of the GCN draft
 
private sector promotion policy described below. The intergovernmental
 
technical team which developed this EPRP included, on the GCON side, 
representatives from the Ministry of Commerce who were simultaneously
 
preparing the private sector promotion policy.
 

The draft policy describes three elements of the strategy for promotion of the
 
private sector: progressive disengagement of the state, improvements in the
 
regulatory and fiscal environment, and the creation of a sense of joint
 
purpose between the government and the business community. What follows is a
 
selection, in summary form, of initiatives and proposals from the private
 
sector promotion policy paper.
 

Fi scal Measures: 

eliminate the minimum forfeiture tax (Impot Minimum Fbrfaitaire). 
This is a tax levied on businesses which keep accounting records. It 
is equal to one percent of annual turnover. It is payable regardless 
of the profit/loss position of the firm. 

exempt investments from the value added tax, lower the threshold for 
eligibility for investment code tax advantages, establish eligibility
in terms of value of investment or number of jobs created, rather 
than value of investment alone.
 

- eliminate all export taxes, lower import duties on primary goods. 

/
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reduce the business profits tax rate from fifty percent to forty
 
percent 

measures to offset the revenue losses associated with the above tax 
reduction include imposing the value-added tax on large-scale trading 
firms which do not keep accounting records, reducing the abuses of 
customs exonerations, further reducing parastatal losses and 
increasing levels of foreign aid.
 

Commercial and Pricing Policy 

- reduce the severity of business fines to conform to practices in 

neighboring countries. 

- revise the commercial code. 

- simplify foreign trade regulations. 

- clarify the functions and authority of regulatory agencies in order 

to eliminate multiple investigations of the same allegation. 

Finance and Banking 

- increase the threshold for loans requiring central bank 

preauthoriz ation. 

- simplify procedures and reduce delays in the preauthorization process. 

- strengthen legal recourse against issuers of bad checks. 

Trade with Nigeria 

- encourage joint ventures. 

- reduce trade taxes.
 

- place a commercial attache in Kano, Nigeria.
 

- set up an ad hoc committee to examine Nigerian trade regulations,
 
foreign exchange payment systems between Niger and Nigeria, and
 
commercial exchange systems. 

Private Sector Institution Building
 

- strengthen the Chamber of Commerce and its affiliated Center for 
External Commerce. 

- joint public/private sector market promotion. 

The reaction of the business community to the draft, as expressed in the final 

communique of the meeting, was favorable. Representatives of modern sector 

firms seemed especially interested in the government's notion of equalizing 

the tax burden between firms that keep accounting records and those that do 

not (i.e. the informal sector). Based on the final communique, it appears the 
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draft policy has the support of the business community. The next step in the
 
process of putting a private sector policy inplace will be the Round Table in
 
June.
 

4. Trade and Fiscal Imbalances 

The legacy of the uranium boom and bust experience is that Niger must deal 
with two important gaps or imbalances in the economy; the trade gap - the 
excess of imports over exports, and the fiscal gap - the excess of government 
expenditures over government receipts. 

Lock first at the trade gap. Row 1 of Table 1 shows the current account 
balance of Niger's balance of payments during the decade of the 1980's. Among 
the factors producing the current account deficit are declines in uranium 
receipts throughout the decade, high import levels early in the decade 
financed by capital flow (public and private debt), large episodic imports of
 
cereals, and increases in the level of interest costs of Niger's foreign
 
debt. The main contributory factor in holding down the level of the deficit
 
is the increase in the level of official transfers during the decade.
 

Table 1.
 
Niger's Current Account Deficit.
 

pro;
 
1980 1981 1982 1983 1984 1985 1986 1987 196d 1989
 

in billions of CFA francs 

Current Account 61.1 49.4 53.8 27.3 20.8 25.7 15.5 23.7 30.6 24.3 

as percentage of GDP 

Current Account 11.4 8.4 8.4 4.0 3.4 3.8 2.2 3.2 3.8 2.7 

in billions CFA francs excluding interest payment and official transfers
 

Current Account 78.3 69.7 77.7 50.9 38.3 74.1 42.0 48.9 71.5 54.2 

as percentage of GDP
 

Current Account 14.6 11.9 12.1 7.5 6.3 11.0 6.0 6.6 8.9 6.0
 

Note: As all figures are negative the minus signs are suppressed. 

Row 2 of Table 1 shows the deficit figures of row 1 expressed as a percentage 
of Gi. Row 3 of Table 1 adjusts Row 1 to exclude interest payment on Niger's 
foreign debt and official transfers. The resulting figure more accurately 
represents the net difference in the flow of goods and services into and out 
of the Nigerien economy.
 

Cereal imports were high in 1985 and are projected to be high in 1988, due to 
poor harvests in the preceding year. One can accept 45 billion CFA as an 
average late 1980s gap between the level of goods and services entering the 
economy and the level of goods and services leaving the economy. At the April 
1988 exchange rate the gap is $161 million per year. Overall balance in 
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Niger's foreign sector is achieved by long-term capital inflows (concessional 
loans), DT drawings and debt rescheduling in 1985-87. These sources are 
invaluable in dealing with the current situation, but they are not all 
feasible as long-term means of financing the imports Niger requires not only 
to keep the economy running but also to provide the capital goods and 
technology necessary fur structural transformation and growth. Table 2 shows 
the composition of Niger's imports in 1986.
 

Table 2 
Qomposition5 fimports, 1986 

Commodity Value of Sliare of 
__ye Iports Total iuports 

Consumer gocds 34,163 30
 
Industrial supplies and equipment 23,897 21
 
Food and Beverages 23,131 20
 
Petroleum products 13,622 12
 
Semi-processed goods 6,802 6
 
Mineral products 6,269 5
 
Animal/vegetable products 5,115 4
 
Agricultural supplies 1,536 1
 

ote: value of imports is in millions of FCFA
 

Three sources of financing exist to pay for these imports: uranium 
exports, "all other exports", and official transfers. Table 3 shows
 
the contribution of each source during the 1980s.
 

Table 3. 

Financing Niger's Imports, percent shares 

1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991
 

Uranium exports 60 54 54 68 66 61 70 66 57 62 62 62 

All other exports 12 19 17 19 20 10 21 21 17 23 25 26 

Transfers 28 27 29 13 14 29 9 13 26 15 13 12 

Recall that the years of high cereal imports, financed by foreign aid, are 
1985 and 1988. This table clearly shows Niger's dependence on uranium 
exports. Expert opinion is that no upward price trend exists inthe world 
uranium market. Niger can reduce its dependence on uranium and foreign aid 
only be increasing the receipts of the third category, all other exports. 
The first two years of the 1990 decade in Table 3 (as well as 1983 and 1989) 
are taken from the GON Financing Plan. These estimates reflect the consensus 
of the three organizations involved in the preparation of Niger's Policy 
Framework Paper. Underlying these projections is the assumption that imports 
should increase at six percent annually. In order for "all other exports" to 
provide twenty-six percent of the financing of imports in 1991 (as projected 
in Table 3) the growth rate of the "all other" category must be eleven percent 
annually between 1986 and 1991.
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Look now at the composition of Niger's "all other exports" for 1986 in Table 4: 

Table 4
 
Composition of Non-Uranium Exports, 1986
 

Commodity Type Value Share (%) 

Other mineral products 
Food and Beverages 
Consumer goods 
Semi-processed goods 
Animal/vegetable products 
Industrial supplies and equipment 
Petroleum products 
Agricultural supplies 

4,625 
4,641 
2,804 
1,717 
1,042 

526 
451 

2 

29 
29 
18 
11 
7 
3 
3 

(.) 

15,808 100 

Note: %Vlue figures in millions of FCFA.
 

An increase in exports between 1988 and 1991 of eleven percent per year would
 
have to come from more output from the existing resource base or investments 
already underway. The time period is too short to conceive and implement new 
investments annd begin producing new outputs. Non-uranium exports are 
predominantly other mineral products (salt, sulfur, lime and cement), food and 
beverage and consumer goods. These product areas are the ones from which
 
short-term export growth must emanate. 

A brief resume of Niger's trade imbalance is as follows. The country is 
dependent on a single export for more than three-fourths of its export
 
revenue. Growth prospects for that product are dim. Exports of other 
products are too iow to cover the remainder of the import bill; foreign aid 
pays for fifteen percent of imports. Import growth of six percent is called 
for in GON planning documents, while at the same time the financing share of 
foreign aid is to decline. Simultaneous achievement of these two goals 
necessitates an increase in non-uranium exports. The base for this required 
export growth is other mineral products, food and beverage products and 
consumer goods. 

The second serious imbalance in the Nigerien economy is the fiscal gap; the 
excess of government expenditures over government receipts. A deficit in the 
overall government position is usual for developing countries in which foreign 
aid plays a role in the financing of public investment projects. The task of 
the fiscal decision-maker is to find a sustainable balance between domestic 
resources mobilization and recourse to foreign financing. During the latter 
half of the 1970s government revenue in Niger went from twelve to fourteen 
percent of GDP, with up to twenty percent of the revenue derived from uranium 
receipts. The overall deficit at that time (defined as the excess of current 
expenditures plus government investment over total revenue from domestic 
sources) averagvd 2.5 percent of GDP. 

Encouraged by the rapid -growth of receipts the GON programmed large increases 
in the investment budget, while the growth of current expenditures kept pace 
with GDP growth. Revenue growth slowed and then declined absolutely in 1982. 



Expenditure levels were adjusted, but by mid decade the overall deficit/GDP 
ratio exceeded eight percent and the government revenue/GDP ratio stood at ten 
percent. 

Niger is in a situation in which substantial short-term improvements in these 
ratios,will be difficult. Interest payments on foreign debt are over 
one-fifth of current expenditures. While the government has started a 
voluntary departure program for civil servants, termination costs per 
participant exceed annual salary so budgetary savings are two to three years 
away. Spending on supplies and materials needs to be maintained in most 
departments to maintain service levels. Subsidy and transfer payments have 
been reduced. 

Table 5 shows the estimated GCN budget gaps for 1986-1991. These data are 
taken fErom the GCtN Financing Plan 1987-1991. 

Table 5 
Government Fiscal Position 1986-1991 

Estimate of Budget Gaps 
(current prices in million FCFA) 

1986 1987 1988 1989 1990 1991
 

81,200 81,100 90,600 98,600 107,40DTotal Revenue 73,200 
Recurrent Expenditures 71,200 75,00 78,708 80,533 82,866 84,763
 

w/o interest payments (16,300) (18,300) (17,528) (15,132) (13,232) (10,947)
 
22,637
Recurrent Surplus 2,000 6,200 2,329 10,067 15,734 


84,700 93,100 102,410
Investment 61,400 67,300 76,400 

Other Ecpend/JI.nn 1,2D0 3,100 1,400 1,600 1,800 1,900
 

25,393
loan Amortization 21,000 18,700 18,943 20,842 23,895 
(foreign) 

loan Amortization 0 4,800 6,977 4,979 0 0 
(domestic) 

Overall Deficit 81,600 87,700 101,328 102,D54 I03,061 107,066 

B1,600 75,000 51,313 54,523 56,498 -46,667Financing
Donor Commitments 58,750 80,500 50,889 58,510 57,600 46,000 
Local Financing 9,000 -5,500 -8,576 -3,985 -1,102 667 

Debt Rescheduling 13,850 12,700 

0 0 50, 05 47,529 -46,563 60,399Tirancing Gap 

Memorandum ratios 

7.3Overall Deficit/GDP B.4 B.2 B.8 8.1 7.7 
(w/o loan amortization)
Overall Deficit/GDP 11.3 -11.2 -1.8 10.L9 11D.O 9.5 

(with loan amortization) 
9.6Gov't Revenue/GDP ID.2 10.3 9.5 9.7 9.6 

938 1,027 1,124GDP Current Prices 719 785 856 
(in billion FCFA) 

) 

http:Ecpend/JI.nn


Total revenue is projected to increase at a slower rate than GDP. Seventy-one 
percent of tax revenue comes from indirect taxes (48 percent from taxes on 
international trade and 23 percent from taxes on goods and services). The 
international trade tax base is expected to increase more slowly than GDP. 
Direct tax collections are hampered by the lack of accounting records among 
many of the firms, especially those engagel in trading activities and the
 
economic recession affecting modern sector firus. 

Government revenue as a percentage of GDP is ten percent, considerably below 
the average for low-income countries. The government's strategy for 
increasing its tax revenue is to improve collection rates or) informal sector 
firms. At present a disproportionate share of the tax burden is borne by a 
small number of modern sector firms. The draft private sector policy 
described above includes a proposal of lower profits tax rates coupled with a
 
broader application of the tax. The tax structure and administration need to 
be modified to correspond better to the existing structure of the econonry and
 
the goals of Niger's development strategy.
 

The magnitude of Niger's fiscal imbalance, as shown in Table 5, is such that
 
substantial foreign assistance will be required throughout the planning period 
even with improvements in domestic resource mobilization. For example, while 
an increase in the government revenue/GDP ratio to twelve percent in 1991
 
would reduce the financing gap by forty-six percent, foreign assistance
 
reqairements wojld still be in the order of $100 million in 1991.
 

B. Agricultural Sector Situation
 

1. Economic Situation: Cereals, Livestock, and Other Products
 

The development of Niger's rural sector is constrained by a wide gamut of
 
problems, natural and manmade: pcxr soils, unfavorable climate, 
disadvantageous geographic location, high population growth rate, low levels 
of literacy and training, lack of appropriate technologies and support 
systems, sometimes contradictory and restrictive government policies and 
systems. At the same time, a hard working populace, comparative advantage to 
coastal countries in production of certain commodities, and technological 
improvements now being developed hold out possibilities of increased
 
agricultural production in the long term.
 

Productive resources in the form of farmland are severely limited in Niger.

Of a total land area of 126.7 million ha, only 12%, or around 15 million ha,
 
is in the form of cultivable land. Of this, about 25% is farmed in any given
 
year. Another 9 million ha are maintained in rotational fallow and pastures.
 
The average area in crops per farm household is 4.5 ha. The typical
 
agricultural production unit is a small family-cultivated plot, where rainfed
 
crops are cultivated by traditional methods. Almost all of Niger's productive
 
agricultural land is located within 150 km. of the Nigerian border.
 

The physical limits to agricultural production in terms of arable land are
 
accentuated by the fact that most of Niger receives only about 300-400 mm. of
 
rainfall per year. Rainfall levels in many areas of the country seem to be
 
decreasing from long term averages, as recent studies in the Niamey Department
 
indicate that the 350 mm isohyete has fallen from 16 to 14 degrees latitude
 
between 1968 and 1924. Drought resistant crops such as millet and cowpeas are
 
the only real alternatives, and these crops are typically low-yielding in the
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capital poor farming conditions which prevail in Niger. Farmers in Niger
 
nevertheless exhibit considerable ingenuity in adapting to their production
 
environment. Sixty percent of cultivated land is intercropped. Cowpeas are
 
an ideal part of such a system because of their copatibility with cereals 
like millet and sorghum in terms of cropping season and labor use. Cowpeas 
also present distinct agronomic advantages in that they provide ground cover, 
a good source of biologically-fixed nitrogen, and a good hay crop. Some
 
61,000 ha of land are identified as potentially irrigable, of which about 
13,000 ha are under the management of the state irrigation agency, CiAHA. 

Outside of this southern zone, available soil resources are too poor and the 
rainfall too low or too irregular 'for successful cultivation. About 24 
million ha of land located north of the official boundary for Lqitivable land 
are considered as useful pastoral lands. Fbrest lands are estimated to cover 
another 14 million hectares. Overall, about 65 percent of Niger is located in 
the Saharan zone (characterized by less than 200 mm of rainfall at 90 percent 
probability).
 

About 73 percent of the population consists of sedentary villagers engaged in
 
the production of such crops as millet, sorghum, cowpeas, and groundnuts, with
 
an additional 14 percent of the population being transhumant pastoralists
 
raising cattle, goats, sheep, and camels. The distribution in the seven
 
departments ranges from 0.2 persons per square kilometer in Agadez Department
 
to about 25 persons per square kilometer in Maradi Department, with an overall
 
estimated population density of 4.4 inhabitants per square kilometer.
 

Niger's principal food crops are millet and sorghum, covering about 70 percent
 
of the area cultivated each year. (See Table 6 for production figures.)
 
Other major products of the rural areas include cowpeas, rice, peanuts,
 
onions, cotton, pepers, skins and hides, live animals, and firewood.
 
According to Ministry of Plan statistics, the contribution of the rural sector
 
to the gross domestic product (GDP) in 1987 is estimated to be about 44.4 
percent. The contribution by sub-sector is as follows: agriculture 22.7%; 
livestock 17.7%; forestry and fishery 4%.
 

The policy of the Government of Niger is to emphasize self-sufficiency in
 
grain production, and in a year of average rainfall the nation will have a
 
rough balance between the net amount produced and the estimated consumption
 
needs in coarse grains. The food security agency (OPVN) maintains a reserve
 
stock of 80,000 tons to provide emergency supplies in case of a major crop 
shortfall. Rice production, on the other hand, covers only approximately 27% 
of national consumption requirements estimated at 184,000 tons. Furthermore, 
the price differential between locally produced rice and Asian imported rice 
is so large that the parastatal which sells rice (RINT) must rely on 
protective tariffs to market its product at all. 

Since the drought of 1984, the GON has encouraged cultivation of dry season 
gardens around waterholes remaining at the end of the rainy season. This not 
only provides a measure of increased food production, thus reducing the risk 
of total dependence on rainfed agriculture, but also serves to increase 
incomes as garden crops such as onions, peppers, potatoes, tomatoes, sugar 
cane, and manioc are sold. Preservation and marketing have become points of 
critical interest as production exceeds demand during the height of the garden 
season causing gluts on the local markets. 

:/
 



The P.'vestock sector in Niger is the second major source of foreign exchange 
earnings after uranium. bwever, this resource faces several constraints in
 
any attempt to increase its share of export earnings. Feed and fodder,

especially in the pastoral areas, are extremely variable, depending primarily 
upon the quantity and distribution of the rainfall. Niger's livestock
 
situation is also made precarious by the degradation of the southern pasture

which in the past provided seasonal relief for the herds in the North.
 
Deficiencies in rainfall have limited the potential forage which in 
turn has
 
led to a reduction in the herd, weakened the animals and made them more
 
vulnerable to diseases.
 

Table 6
 
Production of Principal Agricultural Products In Niger
 

STD 
1980/81 81/82 82/83 83/84 84/85 85/86 86/87 DEV'N
 

MILLE 
Surface (000 ha) 3072 3038 3084 3135 3026 3169 3239 71 
Prod'n (000 mt) 1363 1314 1293 1298 771 1450 1383 209 
Kg/ha 444 433 419 414 255 458 427 64
 

SOF1HUM 
Surface 768 982 1135 1107 1098 
 1142 1109 125
 
Production 
 368 322 359 355 236 329 360 43 
Kg/ha 479 328 316 321 215 325288 73
 

NIEBE 
Surface 
 1105 1198 1428 1609 1513 1566 1591 186
 
Production 269 282 282 271 195 
 115 293 61
 
Kg/ha 
 243 235 197 168 129 73 184 55
 

RICE 
Surface 20 21 
 20 22 19 21 28 3
 
Production 30 39 41 45 49 57 75 13
 
Kg/ha 1500 1857 2050 2045 2579 
 2714 2679 429
 

GRJNDNUT (UNSME)
 
Surface 190 209 190 167 143 30 118 57
 
Production 126 102 81 
 75 31 8 55 38
 
Kg/ha 
 663 488 426 449 217 267 466 137
 

OGrrON 
Surface 4 2 2 7
 
Production 3 2 72 5 108
Kg/ha 750 1000 1000 
 1000
 

ONION
 
Surface 3 'NA 5 3 
Production 108 'NA 116 52
 
Kg/ha 36000 23200 6400 

SOURCE: Ministry of Agriculture 
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2. Government of Niger Rural Development Strategy
 

In the F ve-Year Plan for Economic and Social Development, the Government of 
Niger has established that the rural sector is at the center of the 
development strategy. The CON approach is based on four principal themes: 

- research for food self-sufficiency
 
- preservation and restoration of the environment
 
- diversifying and increasing the value of production to improve rural
 

revenue and living conditions
 
- participation of rural population in their own development
 

The research emphasis will focus on a system of applied agronomic research,
 
including a wider range of irrigated crops, and on a more functional
 
relationship with extension activities. It is also making an effort to create
 
links with the university and to coordinate with other institutions, national
 
and international.
 

The environmental theme will reinforce activities to preserve and restore
 
soils and forests and to make most effective use of precious water resources.
 
In order to encourage rural populations to remain on the land, the GON will
 
work so that village lands are managed by the local people who will be
 
responsible for the preservation and improvement of this basic resource.
 

Several elements are necessary to improve the possibilities of diversifying
 
and increasing production. These include agricultural credit, training, and
 
marketing. The GON is concentrating on finding effective methods of providing
 
agricultural credit. This has taken several forms since the demise of the
 
national agricultural credit bank (CNCA), including the decision to permit the
 
development of credit unions and mutual savings associations. However, the 
GON believes that some type of national financial institution is necessary for
 
credit needs beyond small, locally mobilized funds.
 

The Governent is working to improve the training facilities at the agronomy 
school within the University, IPDR/Kolo, and the livestock training school 
(ECE). The curriculum at the three institutions stresses theory as opposed to 
providing practical experience to the students. Therefore, the reorientation 
will try to increase practical and field training, carefully define the 
profile and number of needed graduates, seek ways of self-financing 
institutional activities, and proceed with the proposal to amalgamate the 
IPDR/Kolo and the ECE. 

The GON is now examining market constraints in a much more serious fashion. 
Spoilage and depressed prices for dry season garden products have highlighted 
the importance of this element. Problems of transport, preservation and 
processing are clearly constraints to increased production in dry season 
gardens. The GON is encouraging the private sector to take a much larger role 
in internal and external trade. Given low purchasing power within the 
country, export of agricultural products will initially receive a heavy 
emphasis. The GON intends to formulate pragmatic price, marketing, and 
regulatory policies depending on product specific characteristics. The 
Government has also abandoned fixed government ccmodity prices and withdrawn 
state marketing monopolies as part of this new policy. 

P>
 



The strategy for the future also focuses on the development of cooperatives.
 
As the foundation of the GON's development policies, cooperatives are to play 
an increasingly significant role in participatory management of development 
activities, policy formulation, and land use planning. The GON wants
 
cooperatives to become viable economic forces and will make special efforts to
 
assure that they receive needed extension support for land improvement, water
 
control, and marketing. At the same time, the Government is promulgating a 
new judicial status to provide cooperatives autonomy and responsibility for
 
economic and social dirc._tion. 

Training and economic incentives are the essential condition for developing 
viable cooperatives. Policy trends which support this development have 
evolved under USAMD-financt.d ASDG and APS activities. Groupinof cooperative 
members based on mutual economic interest to achieve a ccumon ecorxxnic 
objective, and not on geographic proximity, is a priority action, as is
 
improving organizational capacity and management of the cooperatives through
 
intensive taining. This would include reorientation of the role of
 
cooperative unions to rendering services such as training, counseling, % 
assisting in obtaining credit. Another priority is adopting statutes and
 
formulating specific rules and regulations governing internal cooperative 
operations, with a conconitant reduction of the role of the state in the
 
cooperative structure.
 

C. USAID Policies an3 Programs 

The long-termr development strategy for USAID/Niger is stated on page viii of
 
the FY 88 CDSS. "UkID's long-term strategy continues to be based on
 
increasing food production, leading toward flood self-reliance and increased
 
rural incomes. This should be interpreted broadly to allow Niger to take 
advantage of regional (north-south) complementarities to increase its export 
earnihgs." The strategy for the current CDSS period stresses food production 
and diversification through community-based self-managed development, 
encouragement of the private (and cooperative) sector participation in 
mobilizing rural investment, and the utilization of improved technical
 
packages. 

USAID/Niger has found that a combination of mutually reinforcing sector 
support/policy reform programs and technical assistance intensive projects 
offers the best modality to effect faster structural transformation in our 
emphasis sectors, agriculture and health. 

Interventions in the agricultural sector are made in a number of mutually 
supporting activities in which either policy reform or institutional 
development is required in order to contribute toward the strategy goal cited 
above. Thus our activities extend from agricultural research to short-term 
marketing credits for cooperatives. ASDG I is a policy reform umbrella
 
containing reform elements in input marketing, cereals pricing and marketing, 
credit, cooperatives and the private sector, cross border trade and seed 
policy. Progress in these policy reform areas is routinely reported to AID/W 
in semi-annual Program Implementation Reports (PIR) and in ASDG progress 
reports, which are cabled to Washington (Niamey 2134, dated 14 March 88; 87 
Niamey 5857, dated 20 August 87; 87 Niamey 3670, dated 22 May 87). Briefly 
stated, progress to date on policy reforms includes the reduction of subsidies 
on agricultural inputs, the transfer of the input supply agency to the 
national cooperative union, preparation of model statutes governing the 



cooperatives, establishment of a tender and bid system for the grain
 
transactions of CPVN, elimination of CPVN's price stabilization role, and
 
elimination of uniform national prices for cereals. The ASDG I design
 
anticipated a series of preliminary actions in several of the policy areas 
prior to elaboration of new policies. Progress to date in this policy design 
work includes studies of rural credit, village cereal banks, cooperative
 
working capital funds and livestock marketing (under the auspices of the 
Integrated Livestock Project). A seed policy action plan has been prepared. 
A Nigerien team made a study tour of rural credit unions in Togo and Cameroon. 

The mission has devoted considerable effort to the issue of assessing the 
impact of these reforms on the economy. It has made the case elsewhere 
(Niamey 2777) that a lag exists between promulgation of a new policy and the 
point at which its impact on the economy is "measurable." Institutions in 
Niger, both public and private, are not especially flexible when confronted 
with change. Some policy impacts are direct consequences of the policy
 
change. We can know, for example, that the reduction in agricultural input 
subsidies has had the effect of reducing the GON budget deficit below what it 
would have been. On the other hand, some policy changes have their impacts 
only after local institutions react to the change. Policy reform efforts
 
designed to increase the participation of cooperatives in output marketing are
 
necessary but not sufficient to alter cooperative business practices.
 
Technical assistance through our and other donors' agricultural projects
 
provides the know-how for coops to extend their operations into new areas.
 
This technology transfer takes time. A reasonable period of time after which
 
to expect to observe "measurable" impacts is five years for reforms involving 
institutional change.
 

A final comnent on the quantification of the policy reform impacts on the
 
economy concerns measurability. Data collection and analysis in Niger are at
 
a nascent stage. In other words, the "measuring tools" are rudimentary, of
 
uneven reliability and subject to long delays before the results are 
accessible. The ASD3 technical assistance team has compiled and is refining 
an extensive set of data on the rural economy. These data are being ccupare5 
to the data requirements of various possible impact assessments to uncover 
gaps in the data bank. At issue is the tension between the desirability of 
being exhaustive in quantifying the impacts and the financial costs to the
 
bilateral program of collecting and analyzing the data which are not available
 
from the GON or from the work of other organizations. 

The two preceding paragraphs stress the tentativeness of statements of program 
impacts on the economy. Nevertheless, USAID/Niger is of the opinion that the 
constraints analyses done in the Agriculture Sector Assessment are a valid 
basis for the policy reform agenda of ASDG. ASDG reforms are affecting the 
rural economy. observable impacts on the ecoox y are the reduced fiscal 
requirements to support the agricultural input distribution system, the 
greater participation of private businesses in cereals marketing, the 
strengthening and diversifying of cooperative business activities, and the 
decentralization of livestock export administration.
 

As the effects of che reforms deepen and extend throughout the rural economy 
the responsiveness of rural institutions and individuals to market forces and 
opportunities will grow. 
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Poor farmers, one of AID's traditional target groups, will enjoy an expanded 
array of production possibilities; possibilities which were technically 
feasible in the past but not economically feasible because of the
 
underdeveloped marketing institutions and channels. The incentive structure
 
of cooperative management will change as economic affinity of the members
 
becomes the basis of memberships, replac'irg geographical affinity with its 
overlay of government administration.
 

Commercial enterprises will be free from burdensome and unnecessary government 
regulations to capture market opportunities in West African markets. The 
effect of foreign market penetration and rural institution building will be 
felt in Nigerien villages as price incentives and market acoessoffer expanded
 
options to farmers
 

The reform agenda of the original ASDG remains valid, however it is not
 
static. Work carried out in our agricultural projects led the mission and the
 
GON to see the need for a national seed policy. The ASDG was amended in FY F 
to add seed policy reform. 'Ibis policy will clarify the public and private 
sector roles in the seed and plant material production and distribution
 
system, including the establishment of a national certification and quality 
control regulatory system. As amended the ASDG now has a broader scope in its 
agricultural inputs component with an unchanged objective: make an expanded 
set of productive inputs available to farmers at prices which reflect economic 
costs. In this area as in others, reaching the objective requires a mix of 
policy reforms ann projectized technical assistance. 

Rural credit policy reforms will be deepened via an FY 88 ASDG amendment 
revision. The rural credit study carried out under ASDG recommended rural 
credit unions as a mechanism to mobilize intermediate rural financial 
savings. Aggregation of these savings can finance local small-scale econamic 
activities. Nigerien laws applicable to financial institutions are not 
conducive to the establishment of nor appropriate to the operation of rural 
credit unions. Indeed, the current laws carry the assumption tl-at all 
financial institutions subject to the law will be full-service, capitalized 
banking operations. The policy changes will establish a legal space in which 
credit unions can operate. Rural credit unions will not mobilize the level of 
funds required to meet rural credit needs. his is not their purpose. Rural 
credit unions will add to the network of institutions linking the rural 
dweller to the rest of the economy, expanding the options one has for 
financial intermediation. 

ASDG II design will begin in mid-1988. The design will review the progress 
and continuing constraints in the policy reform areas contained in ASDG I. 
The mission has identified two new areas for investigation: natural resources 
management and agricultural research. In the natural resources management 
area practical soil conservation, natural forest management and agro-forestry 
techniques have been developed under the Fbrestry and Land Use Planning 
Project (FLUP). The elaboration of a government policy to apply these 
planning and management technologies nationally remains to be formulated. A 
fuelwood cooperative has been authorized to harvest live fuelwood (a 
prohibited activity except for this exempted cooperative) in a manuer which is 
technologically sound (regenerates growth) and which fosters a 
government-villager partnership in land use management. In agriculture 
research, a research policy is necessary to determine the priorities and the 
manner in which priorities are established among the research areas of staple 
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dryland grains, cash crops, irrigated crops and dry season garden crops and 
coordinating national research activities with those of the international 
research centers.
 

As the mission has proceeded through the ASDG I and the implementation of the 
related project activities, and as the government establishes its policies to
 
encourage private sector investment, one constraint looms ever more 
important. Finding markets for the agriculture products Niger is capable of 
producing is a prerequisite to increasing production. The Irrigatin 
Sub-Sector Assessment noted that land and water resources are not the limiting 
factors for dry season garden crops, but the lack of a market for rural 
products seriously inhibits expansion. A World Bank review of the GON 
Investment Budget identified six major agriculture production projects in 
which the project feasibility analysis neglected to deal with the need to find 
markets for the project's outputs. 

The EPRP is a mission effort to support the policy reform measures necessary
 
to remove the regalatory constraints and financial disincentives to exports,
 
an important element in the search for new markets. This is an integral part 
of several activities which contribute to marketing of Nigerien agriculture
 
products: the cross-border trade component of ASDG; the Integrated Livestock 
Project (ILP) computerized livestock market information system which is just 
beginning to operate; the restructuring of the cereals marketing agency OPVN;
 
support to research in higher value crops in the Niger Applied Agriculture
 
Research Project (KkkR) based on market and economic analysis; and the
 
Agriculture Production Support (APS) and Niamey Department Development (NDD) 
projects' support for the formation of cooperatives and the training of
 
cooperative officers and members to manage cooperatives with sound business
 
practices. Technical assistance to cooperatives will continue after the
 
completion of APS and NDD via an FY 89 project start, Rural Organization 
Development Project.
 

This section concludes by answering a question posed in the guidance cable on 
this AEPRP PAAD design. "In what ways will the economy be better off and in 
what ways does the mission see the life of the average Nigerien being affected 
[by the several programs and investment of several million U.S. dollars3?" 
The average Nigerien is in a farmer or a herder family. Much of the family's 
consumption is produced by family members. The sale of surplus production 
provides income for manufactured goods. Households are dependent on a millet 
or sorghum crop or a herd for survival, either of which can be wiped out in a 
drought. Market conditions and economic institutions offer the average
 
Nigerien very little flexibility in dealing with drought. Migration may be 
the only alternative for survival. In years of adequate rainfall enough 
output is produced to maintain the family's meager standard of living but, 
again, the family's ability to raise its standard of living is constrained by
 
weak markets and weak economic institutions. The sector grant/project aid 
portfolio of USAID/Niger is designed to foster market conditions and economic 
institutions which will link Nigerien farmers and herders to consumers in the 
vast Nigerian and West African markets. The linkage to these markets will be 
through cooperatives and trading establishments which themselves will be 
flexible and responsive to market forces since they will operate in a legal 
and administrative framework conducive to private sector development. 
Awareness of new market opportunities by farmers will generate demand for 
technical packages and input supplies, components of our project assistance. 
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The point needs to be emphasized that this is a slow process. The key to
 
Niger's growth is to develop institutions and individuals with the freedom of 
action and the motivation to respond to economic opportunities in West
 
Africa. Niger cannot "go it alone." Niger's resource base is agriculture; it 
is a hinterland to the urbanizing west coast of Africa. Its opportunity is to 
exploit those markets to create enough demand for Niger's agro-pastoral
 
products to raise the rural standard of living and transform the structure of 
the agricultural sector. 

our several programs have already contributed to the design and implementation
of Niger's rural development strategy and its private sector initiative. A 
framework supportive of private initiative is being built. .Intitutions are 
learning how to operate in a more free, more competitive eccrxxic 
environment. This evolution will make the econcnry better off because its new 
flexibility and adaptability will awaken the productive capacity in rural 
Niger that is ncv dormant.
 

D. Other Donor Policies and Programs
 

In policy reform areas, major donors and internatioal organizations such as 
UNTDP, France, the EEC, the IMF, the World Bank, and the United States are in 
general agreement that overall economic development in Niger will have to be 
based on an active role for the private sector and a reduced role for the 
State. Since 1993, all major donors have oriented their programs more towards
 
encouraging this transfer. While interpretations vary in detail frcn donor to 
donor on the proper role of the State vis-A-vis the private sector and the
 
economy as a whole, the World Bank, the IMF and the UNDP in particular have 
adopted policy and program approaches that are highly complementary to USAID 
efforts. France, West Germany, and the EEC also have focused policy reform in 
restructuring of various parastatals, following the World Bank PESAP. These
 
efforts tend to reinforce project assistance in irrigated agriculture, food
 
security, and agricultural production packages. Here too, complementarities
 
exist with USAID policy reform objectives. Many of these projects focus on
 
reducing GON subsidies for agricultural inputs, credit, and food grain
 
security, but marketing concerns are also becoming more important in donor and 
private sector calculations of how best to profit from the improved policy 
environment for business in Niger. The NEPRP helps maintain GON momentum
 
toward a more vital private sector by taking advantage of GON, private
 
business, and donor initiatives to increase production, develop and hold
 
markets, and encourage formal businesses.
 

As the largest donor in the policy reform arena, the World Bank maintains a
 
keen interest in USAID program activity areas, recognizing the significant 
role that USAID plays in policy reform to reinforce the private sector's
 
importance in agriculture and the rural economy. Te current SAC focuses on 
privatization or restructuring of parastatals, many of which are ,.-tive in 
marketing areas targeted by NEPRP. With divestiture of many of the parastatal 
agencies involved in credit, food processing, marketing, and private sector 
support, an atmosphere more conducive to efficient, profit oriented operations 
becomes an increasingly important factor. The Bank and USAID have thus 
developed complementarities in program and policy actions which reinforce
 
individual actions of both. The Bank PESAP has moved many former parastatals 
into the private sector and has improved management of those that remain under 
State tutelage.
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The UNDP strategy is also very complementary to USAID. Its program over the 
next five years will emphasize promotion of the private sector in small rural 
enterprises. It is based on recognition that processing and market potential

will be important factors in diversifying and increasing production and
 
consequently rural revenues. With several notable exceptions, donors in Niger
 
have concentrated on production oriented activities with little attention
 
given to marketing. UNDP and USAID are the donors placing the most emphasis
 
on this important facet of the economy and are the leaders in changing the
 
donor approach.
 

Improved Competitive Environment.
 

The concept of an improved competitive environment is a critii objective of
 
the NEPRP. GM has already embarked on simplification .of the regatory
environment. With the assistance provided under NEPRP this trend will 
continue, lessening the disadvantage of the formal private sector vis-A-vis 
the informal private sector and making Nigerien products and services more 
conpetitive. All donors are working to support this strategy, articulated by
the GC Y in the PSR, Five-Year Plan, PAIPCE, and the Pre-Round Table. The 
World Bank is proposing to finance two studies, "Obstacles to the Development 
of the Private Sector" and "Incentives to Industrial Development" to outline
 
possible activities to achieve GON libeialization goals. The UNDP is
 
providing a planning consultant to PAIPCE to assist in implementing parts of
 
that program. USAID-financed Intcgrated Livestock Ptoduction (ILP) and 
Agriculture Sector Development Grant (ASDG) have both played important roles
 
in making recxmmendations for regulatory simplification.
 

Another factor which would further reduce the formal sector's disadvantage is
 
an increase in effective taxation of the informal sector. The IMF has
 
recommended a variety of steps to achieve this goal and the GON is examining
 
how best to put such a program into action.
 

Studies and training are also required to show the benefits of modern
 
management and organizational techniques and of operating with larger
 
volumes. Effective institutions must be available to train those who perceive
 
the benefits of modernization. In this regard, the ILO provides direct 
technical and financial support to the Centre National de Perfectionnement
 
la Gestion (CNPG), a Chamber of Commerce center for improving business
 
skills. The A.I.D.-financed Sahel Regional Financial Management Project
 
(SRF4P) is also helping to build the training capacity of this private sector
 
institution. The UNDP has several activities designed to provide training to
 
formal and informal sector businessmen: a regional management training
 
program via CESAG (a management training school in Dakar), and a regional
 
assistance program for skins and hides producers to improve the quality of
 
slaughterhouse by-products. CARE, IM, and AFVP (French volunteers) have
 
important training components in their departmental activities with
 
micro-enterprises and craftsmen. Appropriate accounting and management
 
procedures are introduced via these projects to informal sector actors.
 

The World Bank is also helping PAIPCE develop an entrepreneurship training
 
center within the Chamber of Commerce, the Centre d'Animation et de Formation
 
(CAF). The Bank will finance a study for the preparation of a program to
 
develop entrepreneurial spirit within Nigerien businessmicn.
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Institution Building.
 

USAID will also rely on other donors for complementary assistance progra:,s to 
develop institutions capable of serving as advocates for the private sector
 
and economic liberalization. Organizations that promote business interests
 
are extremely fragile in Niger and other donors are active in developing this
 
institutional capacity to foster private sector objectives.
 

T[he UNDP maintains assistance via its Industrial Development Organization
(LNIDO) to the Office for Promotion of Private Enterprise (OPEN). This 
intervention includes technical assistance to the studies division of OPEN. 
The World Bank and UNDP are currently working with the GON to develop a new 
structure and role for OPEN that would make it a much more effective tool for 
private sector development. UNDP is also planning a project to assist the 
Centre Nigerien de Commerce Exterieur (CNCE), financing technical assistance 
to develop an export action plan, rationalize import operations and 
techniques, and create a pilot commercial information system. 

World Bank programs with OPEN (technical assistance in construction analysis) 
and the Chamber of Commerce will also support these organizations to provide 
services to businessmen. USAID will call upon the ARIES project to help 
identify staff training needs and institutional problems and solutions. It
 
will also assist in the training of personnel from OPEN and the Chamber via
 
its Human Resources Development Assistance Project. Civil servants from the 
Ministry of Commerce will be eligible for training under A.I.D. grants to help 
improve data collection and international negotiating skills. The IMF is 
providing assistance to the Ministry of Finance to improve tax collection 
procedures from the informal sector. 

The development of an indigenous capacity to conduct market studies is also an
 
important adjunct to the NEPRP. The SRINTP and CNPG are also contributing to
 
an improved audit and management analysis capacity within the country, but
 
marketing continues to be a weak point in local proposals for financing. The
 
rapid reconnaissance studies under NEPRP should begin to develop some Nigerien
 
experts in both the public and private sectors. The UNDP Africa Project
 
Development Facility (APDF) will provide important inputs to developing this
 
capacity regionally and locally.
 

Finally, improving basic literacy and reorienting formal education to prepare
 
graduates for the private sector will require help from donors more directly
 
involved in this sector. The World Bank is active in education reform, and
 
the PAIPCE training activity, the CAF and the CNPG are all important steps in
 
making education more relevant to economic possibilities. The UNDP is
 
examining with the World Bank the reorientation of curricula at IPDR and ECE 
(vocational agriculture and livestock schools) to make graduates less 
dependent on government jobs. 

Food Self-Reliance, 

The efforts of other donors will be extremely important in assuring that NEPRP 
has the desired beneficial effects on Niger's economic growth. In pursuing
the objective of increasing and diversifying rural revenue sources under 
NEPRP, it is clear that substantial additional support will be needed to 
define the various production, processing, and service opportunities that 
could be profitable in the rural economy. 



Several donors will assist the GON and NEPRP objectives in identifying these
 
potentially profitable investment opportunities in agriculture. Much work is
 
needed in examining the real costs, market structure, and potential demand for
 
Nigerien products and services, so there is rooani for wide donor
 
participation. UND>P is financing studies of industries related to livestock,

from animal feed and salt licks to tanning and frozen meat. Its policy is to
 
widen this activity to include studies of other comodity areas and potential
 
markets. The APDF will be of great use in helping to turn ideas and studies
 
into bankable projects. UNIDO will continue its village-level interventions
 
in processing garden products and salt production. Various other dorE. - such
 
as EEC (tomato canning), France (citrus fruit processing), and West Ge...viy
 
(rel-igerated slaughterhouses, poultry and animal feed) are.examining
 
prc ssing industries. USAID can assist in this effort outside the NEPRP by
 
using the Center for Privatization to help identify problems in some key

agribusinesses that have been recently privatized (SNCP, SONERAN, SONITAN and
 
SOTRA.[L) and to help in finding solutions to make those companies viable.
 

Access to credit and guarantee funds will be important to micro enterprises

and larger businesses to enter the market, to improve productivity, and to
 
realize economies of scale. Assistance for credit needs to small businessmen
 
will be provided under the GON PAIPCE program, the CARE and ILO rural
 
enterprise projects (supported by ASDG counterpart funds), and such
 
developments as CLLJSA's guarantee fund of BIAO loans to cooperatives. The ILO
 
provides credit for the rural based artisans of the informal sector through

its Project for Training and Support for Artisanal Enterprises in Niamey and
 
Dosso Departments. This activity, which CARE International has extended to
 
Maradi Department and AFVP will extend to Zinder Department, provides training
 
and credit to project beneficiaries who have improved technology and expanded

production of locally produced farm tools and carts, as well as repair

services. USAID will also examine guarantee funds in connection with raw
 
agricultural exports under AFR/PRE financing. The World Bank is examining the 
system of mutual guaranty funds as credit providers, and ASDG would provide 
for pilot credit unions in at least one department. BIAO and NIB (Citibank)
have branches in Niger, Nigeria and C6te d'Ivoire to serve customer credit and 
banking needs in those areas.
 

Food self reliance necessarily implies more integrated regional markets. 
NEPRP will require significant assistance from other donors to begin this 
process. In the area of regional trade, export procedures have already been 
simplified under the PSR, and the Pre-Round Table will undoubtedly accelerate 
this process. ASDG, ILP, and NEPRP will help promote these changes, as will
 
the UNIP assistance to the CNCE. This latter program will help with the
 
development of export policies, more rational import planning and information
 
systems to help develop appropriate policies. The UNDP regional program for
 
transport and trade policy assistance to landlocked countries will also be a 
valuable support.
 

Donors will have to help GON develop the necessary market research and
 
promotion to pursue the export possibilities within the region aggressively.

The EEC and UNDP have developed small programs to promote Nigerien exports in
 
trade fairs outside the country. The UNDP assistance to the CNCE will also
 
help in this regard.
 

7, 
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III. PROGRAM DESCRIPTION 

A. Program Rationale and Objectives 

The overall development goal to which this program contributes is increasedA 
and diversified incomes in the rural areas. As noted in previous sections, 
Niger is an agricultural economy producing mostly cereals and livestock under 
semi-arid rainfed ccnditions. Historically, the buk of agricultural cash 
incomes has come from the sale of cereal surpluses to the urban areas. A 
secondary but important source of income has been the export of livestock to 
Nigeria and peanuts and cotton to Europe. More recently, peanut and cotton 
exports have been replaced by cowpeas destined primarily for Nigeria. Despite 
several decades of agricultural development programs, agricultural 
productivity and rural income remain very low. 

The main constraints to increasing rural incomes are 1) limited production 
capacity of coarse cereals crops due to low and erratic rainfall and 2) 
limited domestic markets due to Niger's small urban population and low per 
capita income. Reducing these constraints involves a two-pronged strategy of
 
introducing productivity-increasing new technologies and expanding the demand 
for agricultural products through the development of export markets. The 
introduction of new technologies is proceeding through agricultural research
 
and extension programs. The expansion of export markets requires a set of
 
economic policies that allocates Niger's productive resources on the basis of
 
its comparative advantages. The EPBP supports a set of liberalization
 
measures that will help achieve this second objective.
 

The marketing system for agro-pastoral products has evolved in response to the 
fiscal and regulatory environment. Perhaps it would be more accurate to say 
that the system's lack of evolution has been in response to the fiscal and 
regulatory environment. Trade patterns and trading systems in both directions 
across the Niger-Nigeria border have been well established for decades. 
Livestock and cowpeas flow south, grain generally flows north but will flow 
south when the right price incentives exist. Traditionally, the physical
 
exchange of goods takes place in villages located close to the border. A 
modern road transportation system has been built linking the principal cities 
on either side of the border. At the same time, a regulatory environment was 
established which discouraged traders from modernizing their trading systems. 
Much of the movement of goods takes place as it did before the modern 
infrastructure was put in place. Livestock marketing provides one example.
 
The legal process involved in cattle export entails eleven steps, the payment
 
for various permits and authorizations and the payment of an export tax, all 
of which can be avoided by trekking animals fran the interior to a Nigerian 
border market. 

Presumably, the traders' operation is economically efficient in light of the 
regulatory obstacles. The rationale for this program is that a different 
regulatory environment will, over time, bring forth more economically 
efficient trading systems. Oontinuing the example of livestock, one can
 
anticipate an increase in the trucking of animals from interior markets 
directly to consuming cities in Nigeria with concomitant livestock price 
increases in the interior markets. Trucking is feasible only if the export 
process is simplified. 
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The cowpea trade can be cited for another example of how regulatory and fiscal
 
reforms can improve marketing system efficiency. Most shipments move across 
the Niger-Nigeria border illegally to avoid the export taxes specifically and 
more generally any dealings with the government on the part of the shipper.

Shipment size is kept small because the transport occurs off-road and the risk 
of confiscation exists. Payment at the point of sale in Nigeria is in cash.
 
But the trading practices of the informal sector traders of Niger and the
 
major Nigerian traders are incompatible. The major trading firms in northern 
Nigeria prefer to deal in large volumes (for example multi-ton shipments) 
while using letters of credit for financial transactions. Profit margins for
 
Nigerien traders from such transactions are potentially higher, and the Naira
 
exchange complications reduced. Regulatory reform in Niger-will create the
 
conditions for a faster movement of a larger volume of cowpeas across the 
border. This trade could be by formal sector firms expanding into the cowpea 
market, or informal sector businesses (which already frequently use official 
channels for a minor portion of their trade) adopting modern business 
practices. In any case, aggregation of commodities within Niger instead of in 
Nigeria can shift a porticon of the profits from trade back to Niger, with 
benefits to producers. 

The government's private sector initiative isan attempt to reduce the 
distrust between the private sector and the government. NEPRP supports 
directly sevral components of that private sector initiative. Elimination of 
the export tax is a necessary but not sufficent inducement to shift large
aLuLnts of smuggled goods into official channels. The tax elimination must be 
seen in a larger context: that of an evolving comprehensive GCtU private sector 
strategy. At the same time, export tax elimination is feasible as a strategy 
component only with the financial support of this EPRP. The revenue raising 
measures of the strategy will eventually yield more revenue than will be given 
up by export tax elimination. However, at the present time, the government's 
fiscal position is too weak to absorb the transitional revenue loss. This 
program accelerates the timirg of the fiscal reforms which will reduce the 
inconsistencies between the fiscal structure and the development strategy. 

The first indications of a GON commitment to support private sector
 
development were made in late 19R6. Since that time the government has made
 
substantial progress. Regulatory changes have been announced. Specific
proposals on reforms of the fiscal and administrative structures are being 
discussed with the business community. The proposals will be on the agenda at 
a GON-donor counuity-private sector kound Table in June. The objective of 
NEPRP is to support the GCN private sector initiative with the financial 
assistance needed to implement the private sector strategy. 

B. Identification of Policy Aenda 

USAID has identified three major factors which work as impediments to 
increasing the level of trade through official channels and fostering the 
overall growth of agro-pastoral exports. Two of the impediments are directly. 
tied to governmental policies. The third is in a sense the absence of 
governmental policy, or at least weakness in implementation of export 
promotion policies on a regional basis. The specific areas of proposed 
program concentration are:
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1. Fiscal Policy. 

Export taxes on agro-pastoral products reduce competitiveness in
 
international markets and discourage movement of goods through official
 
channels. Their elimination is proposed.
 

2. Government Regulation of Trade.
 

Lengthy and costly procedures tied to export through official channels,
 
barriers to entry to the skins and hides trade, and quotas on export of
 
livestock all work against the Government's own efforts to improve
 
productivity of that subsector. NEPRP calls for a series of changes aimed
 
at simplification and rationalization of procedures. The government also
 
needs to step up efforts to improve the environment for official trade.
 

3. Commercial Relations between Niger and its Trading Partners.
 

Niger is not taking full advantage of potential for trade with its
 
neighbors. A more activist and business-oriented approach to regional
 
trade is needed. NEPRP calls for specific measures in this regard.

Strengthening official commercial ties with neighboring countries is
one
 
step. Joint exploration of new markets by private sector and government

representatives will be another. Efforts to resolve complications in
 
official trade with Nigeria, such as long bank delays in effecting

Naira/CFA exchanges, are worthwhile, even if not guaranteed to meet with
 
Nigerian government acceptance during the period of this program.
 

The three domains identified for attention under NEPRP are closely

interrelated. Actions in these three areas will enhance the impact of the
 
Government's economic liberalization program.
 

C. Analysis of Impediments to Export
 

1. Fiscal Policy
 

Export taxes applied to the principal agro-pastoral exports vary between
 
approximately 8% and 50% of the F.O.B. value of the goods: cattle are at 8%,
 
cowpeas at 20%, sheep and goats at about 17% and onions at 50% during the main
 
export season for that product. These taxes have a double effect on exports.
 
First, for exports flowing through the official channels and subject to the
 
taxes, they raise the price to the consumer (limiting the competitiveness of
 
the products) or lower the producer price (reducing the incentive to produce
 
within Niger). Second, the taxes provide an incentive to traders to smuggle
 
in order to maximize their profits.
 

Three products are largely traded through unofficial channels, over which the
 
government has virtually no control: livestock (85%), cowpeas (70%-100%

depending on the year), and skins and hides (50%). Reportedly a large number
 
of Nigerien untreated skins and hides are actually exported officially from
 
Niger to Europe marked "product of Nigeria." The paper transfer of origin
 
reduces taxation from 15% to 3%. Onions, which are highly perishable and must
 
be shipped by the most expeditious means, are exported almost entirely through

official channels. Export taxes charged are equal to producer price during

the main growing season in Niger.
 



The impact of the policies is quite clear and is counterproductive to
 
developing an export oriented sector. 1n the first case, if the taxes result
 
in higher consumer prices, they will lower total consumption (the exact amouLnt 
depends on the price elasticity). A recent study of the onion export market
 
commissioned by USAID (Lev and Gadbois, 1988) estimates that removal of the
 
official 20 FCFA/kg export tax on onions would lead to about a 5,000 ton 
increase in total exports within three years (a 28% increase over Niger's 
highest recorded onion exports). In addition, imposing higher consumer prices
 
provides an implicit subsidy to producers of those commodities in other
 
countries, allowing them to sell what might otherwise not be competitive
 
products. For example, higher consumer prices for Niger onions make Burkina
 
onions more competitive (especially with their lower transport,costs),

allowing Burkina the opportunity to build up production and eventually capture 
part of Niger's market share in the Ivory Coast. Nigerien onions are already 
largely displaced in the Nigeria market, where large tracts of land are
 
planted in "violet de Galmi" onions considered Niger's specialty. Benin is 
expanding its own onion production near the Niger border. 

If, on the other hand, the taxes result in a lower producer price, then there 
is a significant loss of purchasing power by the producers. Under the second 
case, the export tariffs have caused exporters to use unofficial channels.
 
Given the large border and the nature of the products, it is practically
 
impossible for the government to stop this trade by increased surveillance. 
However, many economic benefits are lost by trading through these unofficial 
channels: economies of scale, fluidity of marketing channels, benefits frorr 
aggregation. At present most of these are captured on the Nigerian side of
 
the border, to Niger's loss. A 20% tax on cowpeas makes aggregation only 
feasible for the subsidized parastatal, SONARA. And although trucking of 
animals from central Niger to major Nigerian cities might prove profitable to 
Niger, it will never happen as long as a tax of 5600 FCFA on every head of 
cattle or 1000 FCFA on every sheep must be paid before crossing the border (in 
addition to export licenses and registrations). Trucking of animals is a 
common practice on the other side of the border. 

Whether the result is higher consumer prices or lower producer prices the
 
result of the export taxes is inconsistent with a development strategy based 
on economic liberalization and the optimal allocation of Niger's productive 
resources. Removing the export taxes will create a more stimulating
 
environment for official exporting and will help Niger to maintain its
 
comparative advantages in its export markets.
 

Another element which plays an important role in the use of unofficial 
channels by the informal sector is the tax regime currently in place in Niger 
and the limited ability of the State tomonitor and collect taxes in the 
informal sector. This provides a major financial incentive for infc,,mal 
sector firms to evade taxation by avoiding use of official export channels. 
The Government has stated its intention to make the tax regime more equitable 
by reducing rates on some business taxes and improving collection from large 
informal businesses. The administration is presently studying a set of 
recommendations drawn up by the IMF for improving its ability to tax the 
informal sector. Implementation of these reforms will enhance the impact of 
the policy reforms proposed in this program, but is not a prerequisite for the 
program's execution or success.
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2. Regulation of Trade 

The GON has made real progress in reducing the constraints to trade resulting
 
frcn what w - pDpularly viewed as an overregulation of the economy, Fixed 
prices for consumer goods and controlled margins are being lifted on 'I11 but a 
few critical products. The "preliminary authorization" required to
 
incorporate a firm was cancelled a year ago. The Government has eliminated
 
legal monopolies for the marketing of peanuts, cowpeas and skins and hides. 
Privatization of parastatals is underway. There are no longer fixed producer
 
prices governing the purchase of the export crops of cowpeas and peanuts. 
Most recently check points on major highways have been reduced in number, 
allowing freer internal commerce. 

Not surprisingly, there are still many restrictive practices which impede
 
export. Lack of clarity of Government rules and policies has allowed abuse in 
certain areas. Overly tight regulation of trade creates conitions which are 
either very coplicated or very expensive, leading traders to avoid the 
official channels. This is especially clearly seen in the area of livestock 
export, for which reforms have lagged behind other commodity groups. 
Simplifying regulations and lowering the explicit and implicit costs of trade 
through official channels will provide an incentive to trade through those 
channels. The Government can also actively encourage use of official channels 
by improving the regulatory climate for private sector operations, while 
increasing enforcement of anti-smuggling laws. 

USAID has chosen the following specific aspects of trade regulation for
 
emphasis in NEPRP:
 

a) Livestock. There are a number of regulatory procedures in force for
 
export oT'livestock which are inconsistent with government economic
 
liberalization policies, and discourage use of official channels for movement
 
of animals. For example, the system for valuing licenses (patentes) currently
 
used by the general tax office, Contributions Diverses, penalizes livestock
 
traders by overvaluing their product. The cost of the patente to trade cattle
 
often reaches 10% of the value of the animals being exported. This is an
 
incentive to avoid official channels, especially when government cannot
 
control the unofficial channels. In addition the Government requires a
 
professional ce d for livestock traders, which essentially duplicates earlier
 
registration procedurep, providing an opportunity for delay and a further
 
discouragement to ent.y into business. The 1988 study by the Ministry of 
Animal Resources, "La politique du Niger en mati~re d'exportation du b6tail," 
provides a variety of proposals for change, now under review by the Government 
and USAID. 

b) Skins and Hides. The current laws regulating entry into the trade of 
skins and hides tend to limit the number of licensed exporters, and give those 
who are licensed official control over the marketing channels down to the 
producer levels. The regulations are written in such a way as to provide an 
advantage to the two former parastatals, SNCP (skins and hides collection) and 
SONITAN (tannery). Because the few licensed exporters do not have the 
financial capacity to market the whole national production, market pressures 
necessarily create an illegal trade. 
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c) Businessmen's Bill of Rights. one of the factors discouraging
 
businessmen from using official channels is the fear of governmental
 
harassment once commercial activities are in the open. While the fear may be
 
exaggerated, it is fueled by the absence of clear governmental policies and 
regulations defining the rights and responsibilities of businessmen, and by
 
the lack of an arbiter between business and the State. PAIPCE proposes a
 
positive effort by the Government to improve governmental-business relations
 
in the form of a charte des contribuables, a kind of businessmen's bill of
 
rights. An arbiter from the judiciary would be appointed as interlocuteur 
between government and the private sector for resolution of disputes.
 
Implementation of the proposal is a policy condition for NEPRP.
 

d) Continued progress in liberalization efforts. The Government has
 
already implemented many changes towards liberalizing the economy to promote
 
increased development of the private sector and a better allocation of its
 
productive resources. However, many elements of control still exist and after
 
years of heavy government regulation, the changes are still too recent for 
much of the private sector to have confidence that they will remain in 
effect. Parastatals whose livelihood is threatened by liberalization press
 
for imposition of new measures which would mandate their own market role, but 
act as a constraint to trade overall. To ensure the development of the 
atmosphere of trust and confidence between the government and the private 
sector, the progress achieved to date must be maintained and no new attempts
 
made to limit private sector role in the trade of agro-pastoral products.
 

3. Commercial Relations between Niger and its Trading Partners
 

To increase exports into neighboring countries, Niger must pursue a policy of 
improving its trade relations. Nigeria is Niger's principal trading partner 
in most goods other than uranium, and it is precisely with Nigeria that the 
majority of unofficial trade occurs. By working with Nigeria to improve 
official trade relations between the two countries, Nigerien exports will flow 
more freely through official channels. The actions to be undertaken are not 
limited to Nigeria, but the most emphasis must be placed on Nigeria. Efforts 
to improve and increase trade relations between Niger and Niyeria have already 
started. President Ali Salbou made a highly publicized visit to Nigeria at 
the end of March, during the course of which the two heads of state announced 
plans to revive the two countries' joint economic commission and asserted 
their intention to increase trade. 

a) Commercial Attaches. On both sides of the Niger-Nigerian border there 
is a serious lack of information on prices, markets, and the demand for and 
availability of goods on the other side. A trained commercial attache in the 
Nigerien consulate in Kano, attached to the Ministry of Oiummerce, should be 
able to improve Niger's ability to identify opportunities for increased trade
 
with Nigeria, gather market information, and provide an official link between
 
Nigerien and Nigerian traders in search of specific goods to exchange. Kano
 
is the first priority since it is the major trading center between Nigeria and 
Niger, but attaches could eventually be assigned to embassies in other nearby 
countries, such as C6te d'Ivoire. 



-36

b) Bilateral Trade Agreements. Certain of Niger's principal export
 
products, such as coopeas and cattle, suffer from discriminatory trade
 
policies in other countries which limit official exports towards those
 
countries. Taking the case of Nigeria, there is a very real potential market
 
for Niger's goods, but Nigeria has imposed varying import restrictions over
 
the past few years, for example import tariffs on cowpeas. As reported by a 
variety of researchers, these restrictions do not, in fact, cut off trade 
(indeed outright import bans on some products have led to development of a 
profitable informal transit trade with northern Nigeria). But the maze of 
regulations complicates official trade. For example, major Nigerian trading
 
firms state that they can gain exemptions from import taxes on~cowpeas for 
large units. But the taxes' existence on the books is one of the factors 
keeping small-scale trade almost exclusively in unofficial channels.
 

The Nigerien Government needs to make a concerted effort to unblock official 
channels and create a healthier climate for trade. Bilateral trade agreements 
would touch on issues of financial circuits to be used, problems of currency 
exchange, and import restrictions, among others. Current private sector 
efforts in this regard give real hope for success. In a major move, Citibank 
Niger has jcinej with Nigeria International Bank, Ltd. (NIB) to form a 
consolidated operation which has branches in Niamey, Lagos (4), Kano and 
Maradi. This joint Niger-Nigerian banking circuit should facilitate trade 
partnerships between businessmen of the two countries.
 

c) Trade Deleqations. Increased exchange of trade delegations is an
 
important means of prospecting new markets and establishing trade links. The
 
Ministry of Com-erce already advocates such an increase. The composition of
 
such delegations is a key factor to their success. Traditionally, the Niger
 
Government has sent government officials and parastatal representatives on
 
general purpose missions. This is not an effective approach to trade
 
promotion. NEPRP calls for non-official participants in the delegations, i.e.
 
more members of the private sector who will be the actual traders, and
 
caimrodity specific missions to selected regional trade centers.
 

D. Conditionality
 

The resource transfer will take place when conditions precedent to 
disbursement have been met according to defined performance criteria and 
targets. By the end of the program, the following actions (outputs) will have 
been accomplished: 

1. Fiscal Reforms 

The elimination of export taxes on agro-pastoral products is the linchpin of 
the Niger Economic Policy Reform Program. Remova. of these taxes will be the 
condition to unblocking the first tranche of funds. 

Note: Although the Government is urged to eliminate all export tariffs, USAID 
is aware that there exist a number of discrete tariffs on minor products (such 
as pork products, feathers, etc.) which are infrequently enforced, but whose 
legal abolition would be time consuming during this period of intensive work 



by the Government on substantive policy issues. Hence, USAID will monitor
 
compliance for products which are mutually agreed to be of potential
 
importance as exports (livestock, meat, cowpeas, peanuts, onions, skins and
 
hides, vegetables, tubers, cereals, gum arabic and off season crops in
 
general). 

2. Regrulations and Controls 

The measures 
obstacles to 

to be taken to ease those regulations an
the use of official export channels are: 

d controls which are 

a) A streamlined licensing system established 
exporters including a fee system consistent 
cxrnodities, to be uniformly applied, and p
livestock traders eliminated; 

for livestock 
with other 

rofessional card for 

b) 	 Implicit barriers to entry for the trade of skins and hides
 
eliminated, through review and redefinition of applicable laws
 
and regulations, and dissemination of precise information on
 
definitions of technical, managerial and financial requirements
 
for entry into trade;
 

c) 	Charte des contribuables (businessmen's bill of rights)
 
promilgatei, including creation of a system of judicial arbiters;
 

d) 	 Action plan issued and actions underway for implementation of 
recommendations of the Ministry of Animal Resources study, "La 
politique du Niger en matiere d'exportation du b6tail." 

3. 	Regional Trade Relations
 

The following measures to be undertaken by the GON constitute an export 
promotion program and reform of regional trade relations consistent with
 
the objectives of NEPRP:
 

a) 	 Assignment of a qualified commercial attache to the Niger
 
consulate in Kano, or inclusion of a budget line item to that
 
effect (as timing of Nigerian clearance cannot be guaranteed);
 

b) 	 Dispatch of trade delegations made up of representatives of the 
Chamber of Commerce, National Center for External Trade (CNE), 
and private sector businessmen as well as GCN personnel to 
prospect for markets for specific Nigerien export commodities;
 

c) 	 Establishment of a market and price reporting system for the 
consulate in Kano and a regular system for announcing exchange 
rates for the Naira/CFAF; and 

d) 	 Government of Niger engages neighboring countries (especially
 
Nigeria) in negotiations toward improved bilateral trade
 
relations. GON should make particular overtures to Nigeria for
 
the purpose of discussing issues of Naira/CFA convertibility.
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Schedules for reform are detailed in Section VI.
 

E. Program Support Component
 

1. Summary 

The Government's program of policy reforms will be backed by a program 
support component with activities designed to assist the grantee in 
implementation of reform measures. The program support component will be 
funded and managed separately from the policy reform component so that any
delay in fulfillment of conditions precedent for the dollar'resource 
transfer will not prevent delivery of short-term assistance intended to 
facilitate implementation of the reforms. Note that no specific technical
 
assistance or studies are needed for the fulfillment of the codition
 
precedent to the first dollar resource transfer, elimination of export
 
taxes. 7he program support component is tied to the implementation of the
 
private sector initiative program in general, and to specific 
conditionality of later years. Hence timing of technical assistance an-d 
conditionality for Year I is not a constraint. 

U&kID has reduced the budget for this component from that contained in the
 
PAIP to include only those activities which we believe are essential to 
the success of the program and which cannot be funded from other sources. 
USkID does not have funds in its projected OYB for the next three years to 
fund this component. 
Among the support elements proposed for each policy area of the program 

are the following:
 

a. Fiscal measures
 

- Short-term technical assistance to Ministry of Finance to assist in 
establishment of information transfer systems between three revenue 
collection agencies: Customs Office, Direct Tax Office and Indirect 
Tax Office. 

- Provision of appropriate computer software and on-the-job training, 

if necessary (based on andlysis carried out by short-term advisors). 

b. Administrative measures
 

- Short-term technical assistance to Ministry of Commerce to set up 
system to track export licenses (number, size, description), including 
on-the-job training of staff.
 

- Short-term technical assistance to ministries of Animal Resources and 
Commerce for implementation of measures to simplify livestock export 
process, including on-the-job training of staff. 

c. Regional trade
 

- rTwo rapid reconnaissance studies of export products: 1) skins and 
hides, 2) another product or products, to be determined following
 
results of feasibility study (below).
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Study of potential of trucking for long distance export of livestock
 
(e.g. from Tahoua to central/coastal Nigeria).
 

Feasibility study to examine the possibility of new exports or import
 
substitutes (e.g. poultry, potatoes).
 

Study of trade regimes, Niger and Nigeria (policy barriers).
 

Private sector seminar(s) with Nigerian participants to discuss
 
regional trade issues on specific commodities.
 

Short-term training of commercial attaches. 

2. Description
 

a. Studies 

One of the primary impediments in the development of agricultural marketing 
policy in Niger is the lack of accurate information on the different 
products which are concerned: real production figures, demand 
elasticities, real export figures, sound understanding of the commercial
 
channels which are used to export the products, and the cost structure 
related to their export. Several studies on livestock have been undertaken 
under the Integrated Livestock Project and USAID has just completed rapida 
reconnaissance study of the onion market. A similar study of cowpea
marketing is to to start in April 1988. These studies have uncovered 
important new information on the issues related to government policy
actions and their implications for improving the environment for 
agricultural export marketing. More studies are needed to provide similar 
information for other products and the accurate baseline data fram which 
the NEPRP will be able to measure its impact over a multi-year period.
Development of Nigerien capacity to carry out marketing studies (rapid
 
reconnaissance and feasibility studies), is important in building an
 
effective export promotion program for Niger. The results of the studies
 
can be used to advantage to increase export marketing. Other studies are 
required to provide information necessary to implement specific elements of 
the program. These studies include: 

1) Rapid reconnaissance of the skins and hides subsector. 

It is estimated the 50% of the skins and hides production is currently
exported to Nigeria through unofficial channels, including some skins from 
official sector trading firms. Some hides are officially exported to
 
Europe marked "product of Nigeria." A better understanding is required of
 
the commercial network from the producers, through the collectors to the
 
traders and official exporters. Factors to be studied are the current
 
market structure, relationships between the actors, costs of trade, history
of government regulations of the industry and their impact (positive,

negative or neutral) and the relationship of Nigerian economic conditions
 
and trade policy for skins and hides to the Nigerien trade. The study will
 
require one agric~ultural economist and one specialist in the skins and
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hides trade. The Government will provide for appropriate Nigerien
 
membership in the team (technicians and researchers). The study is to be
 
followed by a seminar to discuss findings and propose measures which
 
government and the private sector can take to improve export marketing of 
skins and hides.
 

The purpose of carrying out rapid reconnaissance surveys under NEPRP is not 
just 	to acquire market information. Building an indigenous capacity to
 
carry out this type of study and to analyze the results is also important 
if the Niger government is to be able to develop an effective export 
promotion policy based on accurate information. Two rapid reconnaissance
 
studies (onions, ccwpeas) are being implemented as part of the design of 
the program. The skins and hides study will be the third survey led by 
consultants with Nigerien participation. 

USAID proposes that an additional rapid reconnaissance study be programmed

during the life of NEPRP, to be carried out by Nigerien researchers with
 
limited outside assistance. The subject for this study will be determined
 
during the course of the EPRP, but could be on such commodities with export
 
potential as potatoes and other tubers, peppers and other dried 
vegetables. Each rapid reconnaissance study will be followed by a seminar 
in which the results will be discussed with government and private sector
 
representatives.
 

2) 	Cost-benefit analysis of trucking versus trekking livestock into
 
Nigeria.
 

One of the basic assumptions of NEPRP is that using official channels will
 
provide more fluid and cost effective marketing. Trucking of livestock may
 
become economically feasible if the project's reforms are implemented and
 
presents an easily analyzable example of these potential benefits. The 
Ministry of Animal Resources has expressed great interest in such a study. 
The study needs to determine the costs associated with trekking animals 
down to and across the border into northern Nigeria (through unofficial 
channels) versus the cost of trucking them directly into Nigeria, and 
possibly even down to the coast. The potential impact on producer prices 
should be measured. Potential problems originating on the Nigerian side of 
the border for trucked livestock should also be identified. The study will 
require recruitment of one agricultural economist who will work with 
personnel of the Ministry of Animal Resources in particular. The results 
will be discussed in a seminar to which both public and private sector 
participants will be invited. 

3) 	Feasibility Studies, New exports/import substitutes
 

Following are two of the commodity areas which might be chosen for study: 

- Niger has launched a major campaign for off-season production. Sc:,e 
of these products have been successfully marketed abroad; for others the 
marketing channels have never been established. A team of vegetable and 
fruit specialists could perform a market analysis of the potential for 
export of these crops and study the constraints which have limited export
 
in the past.
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- Niger currently imports large quantities of eggs from Nigeria and 
Europe, and the price of chicken is quite high in Niger. A study could
 
focus on the market for poultry products, the difficulties involved in
 
establishing an effective poultry industry in Niger, and assistance which
 
would be required to develop such an industry. 

4) Study of Trade Regimes, Niger and Neiqhbors.
 

A unified study on trade regimes in place in Niger and its neighbors would
 
increase understanding of the regulatory constraints to trade in the
 
region. This study would examine various Nigerien agro-pastorcil exports in 
light of regional trade regulations, legislated and informal barriers to
 
trade in these products, bilateral and multilateral trade fora, and nature
 
of bilateral trade relationships. Findings of this study will serve as the
 
basis for a seminar including GON policy makers, businessmen and interested
 
members of the diplomatic community. The result should provide decision 
makers with adequate data for trade negotiations and businessmen with 
insights on future trade opportunities.
 

b. Technical Assistance
 

The Government of Niger has the capacity to collect the types of
 
information recrired as the baseline data for use in monitoring program
 
performance. The data are not now available in usable form. Customs 
registers exportF 4n terms of tariffs paid rather than by commodity. Data 
on movement of parcicular products are not available at the national 
level. The Department of Exterior Trade in the Ministry of Commerce does 
not have complete information on the number of licenses issued fcr
 
agro-pastoral products, the value of those licenses, the numbers of 
different firms requesting them, and whether the licenses were actually 
used (and if so what portion). Similarly, the Direction of General Taxes 
is unable to say how many patentes were issued around the caintry and the 
amount of revenue collected from those patentes. In many cases this 
information is available at departmental level only and never aggregated. 

The data needed to establish the point of departure and measure the 
progress of the program exist but cannot be accessed in any meaningful 
fashion now. The various service! need technical assistance to help them 
establish the systems necessary to be able to retrieve relevant information 
for the program. A specialist in Management of Information Systems (both 
computerized and non-computerized) will analyze the present systems in use, 
determine specific information needs of the departments, and then design 
new systems (and train the staff in their use) which will allow access to 
that information.
 

The IMF has already done a preliminary study on the needs within the 
Ministry of Finance (which includes Customs and General Taxes). The 
technical assistance under NEPRP will complement any offered by the IMF, 
but can accomplish its specific program-related objectives whet.-er IMF 
funded personnel are provided or not. 



C. Short-term training 

Short-term training will focus in two areas: 1) seminars for private
 
businessmen (organized through the CNCE and Chamber of Commerce); and 2)
 
training for the "commercial attache" corps to be developed within the
 
Ministry of Commerce. In addition, on-the-job computer training will be
 
offered as described in section 2, above.
 

NEPRP proposes to finance small trade seminars to be held by the Chamber of 
Cormnerce on specific ccrnodities. Both Nigerien and foreign economic 
operators will be invited. The seminars will follow, and berefit from the 
information gathered by the marketing related studies (rapid 
reconnaissance, trucking/trekking) financed by the program. Other topics 
include a seminar on trade regimes which will include both public and 
private sector representatives.
 

Under the EPRP, the Ministry of Commerce is to begin placing commercial 
attaches in the principal consulates and embassies located in Niger's major 
regional trading partners, beginning with Kano in Nigeria. This is a
 
highly specialized profession requiring a soand understanding of the
 
purpose of a comercial attache and the knowledge of how to identify and
 
gather the information which will be of the greatest use to Nigerian 
businessmen. USAID will contact the U.S. Department of Commerce and U.S.
 
Department of Agriculture for assistance in this regard.
 

IV. PRCOGRAY IMPACT 

The proposed removal of export taxes is the key element of an overall 
package of reforms aimed at developing a stronger base for increasing the 
export of agro-pastoral products. This reform package includes 1) removal 
of the export taxes, 2) minimizing restrictions and controls on exports, 
and 3) improving trade relations with Niger's main trading partners in the 

region, especially Nigeria. The combination of the three sets of policy 
reforms will result in a better overall policy environment to foster trade 
through official channels. The impact of these changes on agricultural 
exports will be gradual with some occurring in the medium term and others 
over the longer term. The program will have an impact on the macroeconomic 
level, the GON fiscal position, the volume of trade through official 
channels, and on agricultural production and farmer income. 

The essential issue between undertaking or not undertaking these reforms is
 
that, under the existing system, most agro-pastoral exports are unaffected 
by taxes or other Government policies; they move entirely in response to 
market forces. It is desirable to respond to market forces, but under the 

current channels these exports are 1) limited to small transactions that 
can escape detection and are therefore excluded from large structured 

markets, and 2) they are unaffected by and therefore greatly limit the 

impact of government programs and policies to increase exports. After the 
reforms, the country's export strategy will actively involve more producers 
and traders, increasing the effectiveness of policy actions. Exports will 

occur because of and with the support of Government programs and policies 

rather than in spite of them. 
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A. Macroecoiomic Impact 

Export receipts provide the resources to finance the imports Niger needs to 
improve the standard of living of its people. In 1987 the sources of 
Niger's import financing were uranium (66%), other exports (21%) and 
foreign transfers (13%). Government of Niger plans call for the
 
contribution of "other exports" to increase to 26% by 1991 to reduce
 
dependence on uranium and foreign aid. Liberalization of agro-pastoral
 
exports will contribute to a larger and more diversified comosition of
 
exports. This growth and diversity will support the higher level of
 
imports needLed for economic development and will help to reduce,the risks
 
of adverse changes in the terms of trade.
 

This policy reform program is part of a larger GON private sector 
strategy. In the context of the larger strategy, this program will
 
contribute to a more fully reticulated system of markets. Market
 
information flows will be improved and increased. Entrep5ts will develop
 
to move the larger volume of legal exports.
 

A recent experience in dry season farming is illustrative of the current
 
problems and future prospects of Niger's market structure. The 1984 
drought convinced the Nigerien government of the need to encourage farmers 
to -cultivate dry season crops in areas with access to water from seasonal 
ponds or wells. Crops grown during the dry season (winter months) 
supplement household food stocks and/or household incomes. The rural 
response to the government's call was encouraging. Driven by the need to 
secure adequate food stocks for the period before the next harvest, 
considerable effort went toward dry season farming. Aware of this 
successful beginning, the Government repeated the call after the 1985 
harvest. Since the 1985 grain harvest was seventy percent larger than in 
1984, the motivation for engaging in dry season farming shifted to cash 
income and away from food stock accumulation. The marketing system was 
unable to respond to the geographically dispersed increase in cash crops. 
A significant portion of the output rotted in the villages. Now, in 1989 
one can use the incidence of dry season farming as an indicator of 
localized drought conditions. The sole motivation for dry season farming 
in many areas is to augment household food stocks. The 1985 dry season 
output increase proves that productive resources exist in the rural areas 
which are not being exploited because of an underdeveloped market network. 

The flexibility of the economy will improve as Niger's private sector
 
strategy takes effect. Economic decision-makers in rural areas will have a 
wider array of price information upon which to base production decisions, 
and they will have a wider array of market outlets for their production. 

B. Fiscal Impact 

As a result of the elimination of agro-pastoral export taxes, government
 
receipts will decline slightly. Data provided by the Customs Department 
show a noticeable variability in the level of agro-pastoral export tax 
revenues in recent years. 
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Year 	 Agro-pastoral export taxec
 
(million FCFA)
 

1982/83 	 312.0
 
1983/84 	 488.1
 
1984/85 968.9
 
1985/86 450.5
 
1986/87 (est.) 1000.8
 
1987/88 (budget) 483.5
 

Agro-pastoral export tax receipts in 1986/87 were 1.3 percent of total
 
government revenues. The estimate for 1987/88 is 0.6 percent of total
 
government revenue (analysts predict actual 1987/88 receipts at over 1 
billion FCFA, or about 1.3 percent again). By way of comparison, it is 
believes tht a more Lysteatic application of the tax system to The 
informal sector could yield an additional three billion FCFA annually. 

NEPRP will provide the Government of Niger $4.08 million per year for a 
period of three years as a direct cash disbursement to help offset the 
revenues foreaone by the elimination of the export taxes and to support the 
design and implementation of the Government's private sector strategy. At 
the current exchanae rate the annual cash transfer equals 1163 million 
F'CFA, a figure sixteen percent higher than the export tax receipts of 
1986/87. Three advantages accrue to the Government of Niger from this. 
The uncertainty of exnort tax revenue yield due to fluctuations in rainfall 
and commercialization levels is eliminated. Secondly, the funds wil he 
disbursed early in the fiscal year, whereas export tax receipts generally 
are received late: in the fiscal year. Thirdly, the excess of the 
disbursement over the foregone tax receipts will help finance other 
components of the private sector strategy of the GON, including those 
mandated by this proqram. 

NEPRP provides the resources during a transiti-nal period to support 
changes in the fiscal system which can improve the efficiency of the 
Nigerien economy. The Government of Niger has stated its commitment to
 
apply the tax code to the informal sector in order to increase total 
revenue and equalize the tax treatment of the informal and formal sectors.
 

The annual cash grants make it feasible to eliminate the export taxes
 
immediately and offer an interim cushion while revenue gains from better
 
taxing of the informal sector are realized.
 

C. Trade Impact
 

1. Medium Term Impact on Exports
 

In the medium term, over three to five years, there should be an increase 
in the amount of trade flowing through official channels. This will occur 
through an expansion of trade by firms already using official channels or 
new firms entering the now competitive official channels. In the short 
term, those firm exporting only through unofficial channels cannot be 
expected to change their habits rapidly. To the extent that there are
 
remaining explicit or implicit costs associated with shifting from the 
informal to the formal sector (e.g., increased exposure to the tax 
authorities) and costs associated with remaining in the informal sector 
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appear to exporters to remain relatively low, many unofficial exporters
 
will probably choose not to export through official channels.
 

Firms exporting through the official channels right now are being penalized
 
vis a vis those using the unofficial channels. However, with the proposed
 
reforms (especially the removal of the export tax), many firms which use 
the official channels for part of their exports (large cattle traders, 
skins and hides traders and cowpea traders) will gradually realize that, 
with lower costs of using the official channels, plus more severe penalties
 
for using the unofficial channels if caught, it is easier aad less
 
expensive to send all of their goods through the official chanls.
 
Economies of scale should also begin to appear, particularly in livestock
 
and cowpeas, which will make it more profitable to increase actual levels
 
of trade by those individuals using official clannels.
 

This increase in official trade over the medium term may not, however,
 
amount to a large percentage increase in total levels of trade. Trade
 
through unofficial channels is already high relative to that through
 
official channels (see Grant et al., 1988) because government policies to
 
control them have been ineffectual. Though the cost of avoiding the
 
policies is lower than the cost of respecting them, there are still real
 
costs associated with avoidance. As these policies are changed and costs
 
associated with official channel trade are lowered, those firms using
 
official channels will be better positioned to take advantage of new trade
 
opportunities. Therefore, the initial growth in official exports will come
 
about because exporters have decided to export legally. Tbtal exports
 
(legal and illegal) may not increase.
 

2. Long Term Impact on Exports
 

As the medium term effects of the policy reforms settle in, there should be 
actual increases in total agricultural exports. One important element to 
trading through the official channels is the ease of doing larger scale 
operations which provide economies of scale and higher profits. As the 
profitability of participating in official sector trade increases, traders
 
will seek ways to increase their scale of operations to earn higher
 
profits. The increased margins of profitability from scale operations will
 
lead to increased competition between the traders seeking larger market 
share and will provide incentives for new entrants into the trade, further 
enhancing competition. This should result in higher producer prices, at 
least in the short run. As prices rise, producers will sell more of their 
local production and seek new ways to increase production. 

Another effect of using official channels will be to develop new improved
 
methods for marketing goods which will allow for increased fluidity of
 
trade at lower cost. For example, cattle traders may find it both possible 
and profitable to truck cattle from the interior of Niger (distances more
 
than several days walk from the border) and will start purchasing closer to 
the source. They nay also ship their cattle farther into Nigeria (the 
coast) where the prices are higher. As this trade becomes developed, the 
costs associated with it will be reduced. The combination of reduced costs 
and higher market prices will be very beneficial to the producers in the 
long run as competition among the traders increases. 
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As producer prices rise in the short run, production (supply) will increase
 
in response. The long term effect will be to provide a greater quantity of 
goods to the traders for export at a higher price.
 

D. Aricultural Production and Farmer Incame
 

Over the medium term (two to three years) there may be no measurable 
increase in either production or rural incomes from the policy reforms in 
three of the four crops. During this time, the market signals and 
institutions will be changing in ways which should encourage future 
growth.
 

Skins and hides supply is primarily a function of animals slaughtered for 
meat, not necessarily the value of the skins. If the price continues to
 
rise, then greater care will be taken in the butchering of the animals and 
in cleaning the skins to preserve them for resale. Though little is known 
about the characteristics of this basically artisanal irdustry, changes 
will most likely be gradual and cannot be expected to produce more than a
 
marginal increase.
 

Livestock production is limited by climatic and traditional herding 
conditions. Offtake will be a function of prices and herder needs for 
funds. Assuming rational behavior by the herders to maintain their 
breedstock and a productive herd size, offtake will probably remain fairly 
constant at the present estimated 8% rate. Assuming that new marketing 
channels and technologies are developed, they will be developed over the 
course of several years, leading to a gradual increase in the price of 
livestock deeper into the country. At the same time, new entrants into the 
livestock business, especially individual and cooperative fattening 
schemes, should augment existing supplies. 

The cowpea trade, like the livestock trade, functions primarily outside of
 
the official channels and with virtually no restrictions. Given this
 
situation, it must be assumed that the equilibrium point of price and
 
production has been more or less met, within the limits of trade through
 
unofficial channels, i.e., small individual transactions. As the trade
 
gradually moves into the official channels in response to increased
 
profitability, there will be upward pressure on the price of cowpeas, to
 
the benefit of producers.
 

The real potential increases in the cowpea trade come fram the tremendous 
economies of scale made possible by the existence of a dynamic private 
sector in Nigeria and the recently observed supply response of Nigerien 
farmers to higher cowpea prices. There are several large formal sector 
firms in Nigeria who want to buy treated Nigerien cowpeas on a large scale 
through official channels. They cannot trade on the scale which interests
 
them through the informal channels (i.e. thousands of tons). These firms
 
also want to use efficient official financial channels to pay for the goods
 
(i.e. letters of credit). It is this large scale trade which has the
 
potential to reap very large profits if properly managed. As traders are
 
attracted to the opportunity, they will perceive the benefits in trying to
 
stimulate production through input delivery, early contracting, and higher
 
prices. An example of this is currently occurring with groundnuts in
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Nigeria. Fbllowing the disbanding of the Groundnut Marketing Board, the
 
large oil mills are actively pushing the producers to produce more
 
groundnuts. 

onions are the one product which is being currently affected on a very 
large scale by government policy. The reduction/elimination of export 
tariffs will have a very rapid impact based on the following elements: 

- lower prices for consumers in the coastal countries will lead to
 
greater demand, therefore either increased production for. sale of a
 
greater percentage of the production);
 

- the traders will capture some increased benefits, but in the 
competitive trade environment which characterizes the onion trade, 
this increased profit will be reduced by trader entry into the market 
and eventual increase in producer prices over the medium-term; or 

- immediate increase in producer prices, caused by traders wishing to
 
capture a larger portion of the market.
 

Any or all of these will lead to some production or price effect in 
Niger. One recent study concluded that removing export tariffs would 
result in an increase of over 5,000 tons of exports per year within 3
 
years (more than a 25% increase in onion exports in a good year or a 50% 
increase in a poor year).
 

Over the long term, there should be actual increases in total agricultural 
exports. One important advantage to trading through the official channels 
is the ability to carry out larger scale operations which provide 
economies of scale and higher profits. As the profitability of
 
participating in official sector trade increases, traders will seek ways
 
to increase their scale of operations to earn higher profits. The 
increased margins of profitability from large scale operations will lead 
to increased competition between the traders seeking larger market share. 
This should result inhigher producer prices, at least in the short run.
 
As prices rise, producers will likely sell more of their production and
 
seek new ways to increase production.
 

An additional effect will be to help preserve Nigerien market share in the
 
coastal markets. This is most clearly shown by the case of onions. The 
export taxes are reflected in consumer prices in Abidjan and effectively 
subsidize the development of production in neighboring countries. Because 
Nigerien onions are expensive, countries such as Burkina Faso are 
beginning to develop their production and may eventually capture much of 
Niger's market share. It should be noted that when the GCtW doubled the 
export tax on onions last year, foreign purchasers reportedly refused to 
buy. Customs inspectors quickly reduced the increase informally by 
changing the estimated weight of a 100 kg sack of onions to 70 kg for tax 
purposes. 
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E. Key Assumptions 

The above analysis is based on five critical assumptions which are
discussed briefly below. Most of these assumptions have been analyzed in 
depth in recent studies. Some, however, will require further study and 
will need to be carefully monitored during the implementation of the EPRP. 

1. Lower prices will result in increased markets. 

The USAID sponsored onion study in Niger (1988) and 'he CRED study on the
livestock markets on the coast of West Africa (Shapiro et al., 1979) have 
shown that the consumers of both onions and livestock are price sensitive,
and that drops in price of the cormodities will generally result in 
increased cons umpt ion. 

There is very little hard data on cowpeas and skins and hides. A rapid

reconnaissance study isplanned for the cowpea market in Niger before
 
June, and this docu~nent recommends a rapid reconnaissance study of the
 
skins and hides market. Copeas and skins and hides are commodity

products, which are by definition homogeneous. The dorinant 
characteristic of commo-Jity markets is the sensitivity of market share to
 
price. Maintaining product quality is important, but it can be safely
 
assumed that a drop in the price of these products (which are already
 
being traded internationally) will result in increased market share.
 

2. Official channels provide access to larger, more profitable markets
 
than unofficial channels. 

Nigeria has many large trading firms in the formal sector which are
 
interested in large scale trade through official channels with Nigerien

firms. It is not worthwhile for many of these firms to deal in scales 
of
 
under 5,000 tons of cowpeas, for example, but they are willing to pay a 
premium for cowpeas sold in larger quantities. The unofficial channel 
cross border trade between Niger and Nigeria necessarily reduces the scale 
of individual transactions. While there are many firms involved in this
 
trade, with some doing large volumes of business, the scale of individual
 
transactions is necessarily restricted to below the optimum size. Tading
through official channels would allow firms to capture many of the
 
benefits of available economies of scale (as SCNARA does) which are now 
being captured on the Nigerian side of the border. 

Official trade will also lead to more fluid, lower cost marketing
channels. The potential benefits from trucking livestock will be studied 
under this program, but in Nigeria it has already been proven more 
profitable than trekking because trucking cattle along paved roads there 
is less expensive and easier than driving smaller quantities on trails in 
the countryside.
 

Unofficial channels tend to be unstructured, unreliable, and do not 
provide incentives to develop efficient ways of conducting international 
transactions. Large Nigerian firms often prefer to use letters of credit,
 
which are easier to account for, but cannot be used on unofficial
 
transactions. Unofficial channels also tend to restrict the flow of 
information, making it more difficult for the markets to adjust and 
respond normally.
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3. 	Nigerien traders are willing and able to take advantage of these
 
larger markets, either by expanding from within the official channels
 
or shifting out of the unofficial channels.
 

Nigerien traders have a! iys shown an aptitude for trying to capture the
 
benefits available from t.rade. They have taken advantage of the transit
 
trade in cigarettes through Niger and other similar opportunities which
 
require ingenious solutions. There is no reason to believe they will
 
respond any differently to increased ocportunities in Nigeria. The large
 
Nigerien trading firms, such as those based in Maradi, have the
 
sophistication to deal with formal sector Nigerian firms through formal
 
channels if they can perceive the benefits to be gained from using the
 
official channels.
 

There wiUl be real costs for the large firms dealing in the unofficial
 
channels right now to shift to the official channels. Even if the
 
procedures are simplified and explicit costs lowered, large informal
 
sector firms will certainly lose benefits because of the transparency of
 
business transactions, easier monitoring by the tax agencies, and cost of
 
formalizing many of their current procedures. The changes should lead to 
higher profits, eventually, but the costs will lead to initial reluctance 
on the part of informal sector firms to start using official channels. 

4. 	Nigeria will not put up barriers to increased trade.
 

This 	assumnption is critical, as it comprises the other half of the trade
 
formula. We canot know for certain, but initiatives to improve bilateral
 
trade relations will be aimed at reducing the likelihood of this
 
happening. Nigeria has had many trade policy swings in the past few
 
years, and not always rational ones. But the emphasis on creating an
 
active dialogue with Nigeria will be to show them how much can be gained
 
by both sides: cheaper supplies of consumer goods and creating an
 
expanding market in Niger for Nigeria's exports. It should also be noted
 
that the Structural Adjustment Program currently underway in Nigeria is
 
moving government policies in the direction of freer trade, and that 
recent joint Niger-Nigeria presidential declarations have emphasized the
 
importance of improved trade ties.
 

5. 	In the long run, production can increase as foreign markets are 
developed. 

This assumption depends on technology and producer responses. We have 
seen that the producers of cowpeas and onions are price responsive. If 
prices rise, they will shift more of their resources (land, inputs) to 
these crops, resulting in increased production. Even if this happens at 
the expense of other food crops, the farmers will make a rational choice 
about the benefits to producing oane crop over another. 

Livestock and skins and hides will be less likely to respond to prices in
 
the short run. Traditional herders tend to sell only to meet their cash 
requirements, and will not necessarily sell more if prices rise. On the 
contrary, they may sell less as their financial needs are met sooner. 
There is evidence of new, larger herd owners who are more interested in
 
producing for the commercial markets. These traders will respond
 
positively to price increases, and their numbers can be expected to
 
increase as restrictions to large scale livestock exports are removed.
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Skins and hides are a by-product of livestock consumption, and therefore
 
production cannot be expected to increase in direct response to price 
increases. However, the supply of skins now provided is well below actual 
production, as many hides are not handled carefully enough in skinning and 
drying to be marketable. Improvements in local treating technology, more 
careful butchering and more active marketing channels will probably lead 
to some increases in the supply as prices rise.
 

Technologies to increase crop production are being develced in Niger.

New concepts in animal traction which are more cost effective for Niger's

soil conditions are being introduced. ICRISAT is testing and introducing
 
new, easier technologies for applying insecticides which could have a
 
large production impact on ccwpeas. New affordable pumping technologies
 
are being developed which could open up more land to production.' The
 
question is how long will it take these technologies to be adopted. As
 
farmers perceive the advantages, existing evidence implies that they will
 
adopt the changes very quickly. 
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V. PROGRA': IMPLE.rCAT:OV 

A. Overall Imnlementation Responsibilities
 

1. Government of Niaer 

The Ministry of Plan will be the official implementing agency for the
 
Government of Niger, and as such will be responsible for program coordination
 
for the government. The ministry will collaborate with the various other
 
ministries and aqencies directly involved in the grant program following
 
established procedures of the Government of Niger. The ministry will, in
 
particular, ensure compilation and transmission to USAID of evidence attesting
 
to satisfaction of the conditions precedent for each tranche of the cash grant.
 

The Ministry of Plan is the logical implementing agency because: 1) it is the
 
regular inerlocute:r for USA>D in matters dealing with projects and prograr, 
2) it is the agency in charce of the Government's private sector initiative
 
(PAIPCE), and 3) due to the interdisciplinary nature of the program, it would
 
be inapropriate for a single technical ministry to serve in this role. 

The Minister of Plan will nominate a steering committee for the program whicn 
will meet with USA>I recresentatives at least twice annually to discuss 
program proare:s an problems, in particular the status of policy reforr 
efforts and satisfaction of program conditionality. The GON membership of the 
comittee , s Cie< in Project Implementation Letters. It is P_ . 
anticiped that the overnmnt established for tnc.. will follow procedures 
other USA> p>:cy reform programs, and the design of this program, in 
nominating representatives of each agency directly involved in the policy 
reform activity. Details of the procedures for coordination to be followed by 
the two parties will be specified in the Program Grant Agreement. 

The Government of Nicer and USAID will hold high level formal reviews of
 
progress under the program on an annual basis, as described in section C.2,
 
following.
 

Other major agencies of the Government of Niger which will have
 
responsibilities under the program are as follows:
 

Ministry of Plan
 

The MOP will play the major role of coordinator. It will be responsible for
 
compilation and transmission to USAID of all official reports required under
 
the program. It will also supervise drafting and promulgation of the charte
 
des contribuables by a mixed public-private commission or task force.
 

Ministry of Finance
 

The Ministry of Finance will be wholly responsible for policy reforms in the
 
area of export tax elimination. It will also, through its various
 
subdivisions:
 

Report on customs registrations, seizures etc.
 
Report on purchase of patentes, fees paid, etc.
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ministr\' of Co.merce, Industry and Artisanship
 

The MCIA will be responsible for the following:
 

Revising licensing systems for trade in skins and hides;
 
Streamlinina lifeensing systems for livestock export, eliminating
 
professional card for same;
 
Nomination of commercial attaches;
 
Setting up market reporting system in Kano, disseminating information
 
gathered;
 
Particioatinc in trade missions with other agencies.
 
Particioating in trtde discussions/negotiations with Nigeria (with other
 
aaenciec); 
Pepotin: or. exrort licen.7_n'.
 

Ministry of knian Pe.orce: and H-?drology 

With MCTA, revise liomwina systems for skins and hides, livestock exports.
 
Report on proictic-, tra-e.
 
Issue, irrlement Ar.tion. P. for improvement of livestock export practices.
 

Ministr' x of Arric: ? 7ironme 

Report on FYc4L2ctior., t-;e. 

Charnber of Comerc.}z, A-r-rture, Indistry and Artisanship 

Hold seinars on commoditv specific trade_ 
Coordinate trade;mission?, participate in same. 
With other aaencies, prepare charte des contribuables.
 

2. USAID
 

The General Develooment Office will coordinate program implementation for 
USAID. The USAID Director will appoint a steering committee to provide 
technical support for policy monitoring and evaluation, as well as for 
management of the program support activities. The committee will comprise the 
General Development Officer, who will be chairman of the committee, the 
mission economist, the agricultural economist, the special projects officer, 
and representatives of the project development, program, management and 
controller's offices. The Mission Director will make determinations regarding 
the disbursement of funds with the assistance of the steering committee. 

The General Development Office, with the support from the USAID steering
 
committee, will be responsible for monitoring the policy reform program and 
preparing reports for !SAID and A.I.D./Mshington as required under this 
program; preparing and reviewing with the Government of Niger any changes or 
revisions to the prograrm grant agreement; and coordinatin and carryinc out 
any necessary reviews and evaluations to ensure that policy reforms are 
properly implemented. 
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USAID will have resoonsibility for contracting and financial management of 
the program support component of the grant. This comoonent consists of 
short-term technical assistance, training and studies, as well as
 
evaluation and audit. All procurement will be through direct A.I.D.
 
contract, with use of IQCs and buy-ins to central projects wherever
 
possible. The level of effort involved in management of the activities of
 
this component is approximately that of management of the mission PD&S 
account. 

The USAID project officer will be assisted by a fulltime, professional 
project coordinator, as well as necessary support staff,. financed from
 
program trust funds derived from this grant.
 

B. Reportin-c 

1. Financia"
 

The Government of Nirer shall furnish to USAID an annual report on the 
deposit of dollar funds. In the case of this program, this report will 
include records of transactions from BCEAO Dakar indicating that the dollar 
funds hav beer. con.verze_ to FCFA and the resultant FCFA funds transferre

-to BCE,) ,4iame-v for the Government of Niger, that the local currency fLnh.$ 
were then tran7ferrec.: into a special account at the GON Treasury. These
 

.
funds will use and accounted for by the GON Treasury to 
finance portions ofte operatina rudgets of the ministries implementinc 
the c-r iv,' secr ini tiative. Pursuant to normal GON financinc 
arranqe.-nts, t....b noted that no physical transfer of funds to 
those ministries will take place. 

The Government will attest that the funds were used to carry out the 
purposes of the economic policy reform and private sector initiatives
 
progra.. The Government will furnish USAID with an annual report
 
indicatina in summary form the level of financing accorded to the various 
elements of the private sector initiatives program.
 

The goal of the cash transfer is to maintain a certain level of financial
 
support to the Government budget to allow the GON to carry out the private
 
sector program and its attendant policy reforms.
 

2. Implementation of Policy Reforms
 

The policy reforms listed in the conditions precedent are very
 
straightforward. Each year, the Government of Niger will present a report
 
to USAID stating the policy reforms enacted up to that time and will
 
provide the official decrees or other documentation in an annex. In
 
addition, the annual report shall include indicators from the ministries of
 
Agriculture and Animal Resources on total production in each of the four 
principal products, from the Ministry of Finance on official exports by
 
commodity, and from the Ministry of Comerce on patentes as in D, below. 

The annual report shall be used by Government of Niger and USAID senior
 
management as a basis for analysis of the progres made or problems

encountered in the policy reform program. Formal reviews of progress shall 
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be held on at least an annual basis, and will provide the basis for
 
determinina sibseauent disbursements of funds under this orant. Thin
E' l 
also provide an opportunity to make necessary adjustments or to corre&t at,' 
errors made during the design or implementation of the program. Formal
 
reviews required to determine if conditions precedent have been satisfied
 
shall be co-chaired by the Government of Niger and USAID/Niger. The
 
reviews shall include representatives of each of the agencies involved in
 
the grant program (as described in 1., above) as well as the director of
 
USAID/Niger and delegate(s) whom he may select. Representation at these
 
formal reviews should be individuals at the secretary general level or 
higher, in order to assure decision making authority of the committee. The 
decision on membership from the Government of Niger will, of course, be at
 
the discretion of the Government.
 

,The I ) MT - Director will make the final determination a!ii)o to whether 
necessary cor,4,itiorL precedent for cash grant disbursements have bee. mat. 
US T) will rermort to AIDA-..ashington on canDliance thereafter. It will als
provide Washinaton with semi-annual reports on program progress, using data 
provir e- by the Government of Niger as well as information gained frOP its 
own montorinc of the orogram. 

C. Mon,'t or,--'-, 

The monitoring plan for the program is based on 1) monitoring of desion
 
assumotionF to assure that the desiqn is valid (and to allow for mid-terr
 
corLections, 4 necesary), and 2) monitoring of the polic' reform nronr-'
itself, wit". th. intention of assessina its effectiveness an] event.. 

impact. Because the coal of the sector grant is to provide support to the 
CON private sector -initiative, he funds will be monitored until deposited
In the aDpropriate 311 develooment budoet account. 

1. monitorinn of desian assumptions 

The key design assumptions have been described in section TV.E. USAID 
program management will use the results of field visits, surveys an! 
studies carried out for this program and under other auspices to monitor 
the validity of the design assumptions. USAID seni-annual project 
implementation reviews will include this issue on the agenda. USAID will 
also use annual internal control assessments as a monitoring tool. 

2. Monitoring of the reform program
 

The first phase in program monitoring is to establish the baseline data to 
be used as a benchmark against which to measure progress. It is a priority 
that this system be put in place early in the life of the program, so that 
by the end of the first year a sound collection system is ready to 
function. Data will be collected for the first time in year two of the 
prograM. This information should come from Customs, Exterior ConTnerce, ann 
Contributions Diverse: 
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Customs: 

1. Quantities of agro-pastoral products registered as exported throuqh
 
customs, in particular cattle, cowpeas, skins and hides, and onions.
 
This information should be in standard, uniform quantities (i.e. tons
 
of onions, etc., not irregular measures such as "sacks of onions");
 

2. The number of different firm or individuals exporting, by product,
 
through official customs channels;
 

Exterior Commerce:
 

1. 	 The specific number of licenses issued for export of the four
 
principal products (by prodct);
 

2. 	 The total auantitie. listed on the licenses, by product, in a standa:'
form of measur ement; 

3. 	 The total value of the goods listed on the licenses, by Droduct; arn 

4. 	 T-e number of different firm- reoxestin licenses to exoort thee
 
products, h'v rrodc.
 

Contributions Diversec:
 

?roduce an annu statisiJ on tax collections whJ. -.. ::7 
the rrogress acieve i: re,acing, on a permanent basis, the forecon 
export tax revenues. 

Monitoring of the nrogram will be accomplished through use of the reporting 
procedures and loint Government-USAID reviews described above. In addition 
USAD/Niaer will finance and administer a series of small surveys an
studie.s, financed from the Program Trust Fund to be established. 
Monitorinq techniauef: v.-ill include, but not be limited to: 

- interviews over time with key informants (sample of formal and 
informal sector operators in various locations); 

- group interviews of farmers and herders in communities producing 
export commodities; 

- price surveys for key commodities 6 months, 1 year, 2 years, 
after removal of export taxes (farmate, FOB, at Kano/Abidjan). 

- market surveys in Niger and northern Nigeria. 

NEPRP monitorina will also benefit from studies and monitorinq activities 
under ASDX I and II, and from technical assistance activities and studies 
under USAID projects. rJSAID has already drawn from studies carried out 
under the Integrated Livestock Project in design of NTPRP. Marketing
studies to be implemented under the Niger Applied Agricultural Research 
Project (NAAP) will be used by USAID management responsible for monitorina 
of NEPRD. ASDG II, to be designed starting later this fiscal year, will be 
designe , to carry on from ASrY7 I, and to complement NEPRP. 
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D. Imnlementat.jo- Schedule 

1. Illustrative Implementation Sdedule - Release of Funds 

Program Grant Agreement Signed 6/88 

Conditions Precedent to initial cash 
grant disbursement met 

10/88 

Conditions Precedent to second cash 
grant disbursement met 

10/89 

Conditions Precedent to third cash 
grant disb~rse-ent met 

10/90 

End of Procr -. 12/91 

2. Timino of Activities (Support Component) 

Year one 

-

-

-

-
-

-

Technics'_ as'ance to ministry of Finance for baseline data (2
person/mnts 

Technical assistance to Ninistry of Commerce (2 p/m) for baseline 
Technics _ asistance to Ministry of Animal Resources/ministry of 
Commerce -r e><:rt liberalization (licensina, etc.) (2 p/rm) 
Rapid reconna-sance study, skins and hides 
Seminar on skins and hides 
Feasibility stu' new exports/import substitutes 
Training for cominercial attache(s) 

data 

Yea rv , 

-

-

-

-

-

-

-
-
-

Technical assistance to inistry of Finance follow-up (I p/m) 
Technical assistance to Ministry of Commerce, follow-up (1 p/m) 
Training for commercial attache(s) (follow-up) 
Trucking/trekking study 
Trucking/trekking seminar 
Trade seminar - aggregation for higher profits 
Trade regime study 
Rapid reconnaissance study (subject to be determined) 
Rapid reconnaissance seminar 

Year Three 

-

-

-

Technical assistance to Ministry of Finance, follow-up (1 p/m) 
Technical assistance to Ministry of Commerce, follow-up (I p/m) 
Trade regime saninar 

Year Four (6 months) 

Seminar - regional trade 
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E. Financial ?an 

1. Summary' 

NEPRP is be organizel. into two components: the first, a cash grant; the 
second, a program suv-ort activity which will finance short-term technical 
assistance, training, studies, evaluation and audiL activities directly
 
related to the policy reform program. Disbursement of the cash grant is 
planned in three tranches, on an annual basis. Disbursement of the cash
 
grant is conditioned on satisfaction by the Goverriment of Niger of specific
 
terms stated in the Program Grant Agreement. USAID will retain 8% of the
 
total cash crant in the form of a Program Trust Fund to be used to defray 
costs to A.I.D. related to program management and monitoring. 

It I'S propo. e .. ,a-tant unk totalling $!3,300,000 be made availa.le tr, 
the Governc... of ? icer ov- t"e life of the program on a cash disbursere-.z 
basis. The total will be deposited by A.I.D. in a U.S. bank of the 
Grantee's choice, fro. which it will be transferred to the BCEAO Dakar for 
exchange into F[FA, with the FCFA proceeds transferred to the BCEAO Niamev 
for deposit in a sroecji-a GO!: Treasury account. These funds will 
suhseciueni', be usr an4 acounted for by the GON Treasury to finance 
portions of te orerating huricezs of the ministries charged with carrvinc 
out the cr.%a..e sectr initiative. Of the cash grant, $!,064,000 will !

r
manaoe, 4 ' i trust 

, _oror.- coao-ronent ,"-' 
assistance, tuie2 an- training directly related to the policy refor
program, as well as evaluation and audit activities. Disbursemcnt iffunds 
fo technical assistance will not be contingent on satisfaction of policy 
reform conditionality. Financial management of this component of the 

Thr ,70,q vort will finance short-term technc 

program will be the responsibility of USAID. The total budget request for
 
the program is $15,000,000.
 

2. Propose- 3urd,-et $000 

Conditional Resource Transfer 13,300 
(of which 8% transferred to
 
USAID Trust Fund) 

Program Support Component
 
-Short-term technical assistance 225
 
-Studies 495
 
-Short-term training/Seminars 430
 
-Computer software/supplies 50
 
-Surveys, Evaluation 450
 
-Audit 50
 

Total $15,000
 

http:availa.le
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3. Illustrative Disbirsement Schedule ($000)
 

Year 2 Year 2 Year 3 Year 4 Total 

I. Cash Grant 4,434 4,433 4,433 0 13,300 
(of which 8% 
for Program 
Support Trust Fund) (354.7) (354.7) (354.6) 0 (1,064) 

Net Transfer to Govt. 4,079.3 4,078.3 4,078.4 0 12,236 

II. Program Support 

A. Technical Assistance 75 80 70 0 22"3 

B. StudiF2 230 215 50 0 495 

C. Training/se-inar.- 60 150 100 120 43i 

D. Computer surpiies 25 15 5 5 50 

E. Evaluat io" 2.50 150 150 0 45C 

F. Ald t 0 0 50 0 50 

Su'tot _ .1 54, 610 425 12[ 3,7n-

Total Program Funling 4,974 5,043 4,858 125 15,000 
(includina ProgramTrust Funds) 

Note: All funds will be obliaated in year 1. Duration of program is 3.5
 
years. Program support activities are expected to start in the second quarter
 
of year 1 (after satisfaction of initial conditions precedent).
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4. Methods of Implementation and Financing
 

Method of Imolementation Method of Financing Approximate Amount
 

1. Dollar Disbursement Direct Payment 13,300 

2. Program Support 

- Technical Assistance 
(AID direct contracts) Direct Payment 

225 

- Studie: (A: direct) Direct Payment 495 

- Trainin (AID diresr) Direct Payment/ 
Direct Reimbursement 430
 

- Commodities(AID direft) Direct Payment 50 

- EVauatio-. (AID direct) Direct Payment 450 

- Audit (AID cirecz) Direct Payment 50 

.5. PReIvce 4 irllion) Program(ve(12 

African Economic Policy Reform Program funds may not be available to
 
fund NEPRP at the $15 million level. Should it be necessary to reduce the
 
level of the program to $12 million, the cash grant would be reduced to
 
$10.87 million and the program support component to $1.13 million. The
 
conditions and covenants would be uncharrged. The following item would be 
deleted from the program support component: feasibility s.Ld, of new 

exports, trade regime study, trade regime seminar, and support for Chamber 
of Commerce seminars for businessman.
 

Reduced Level Budget Amount (000) 

1. Cash Grant $10,870
 
(8% Program Trust Fund) 870 

Net Transfer to Government 10,000 

II. Program Support
 

Technical Assistance 225
 
Studies 255
 
Training/Seminars 200
 
Computer Supplies 50
 
Evaluation 350
 
Audit 50
 

Subtotal II 1,130 

TOTAL 12,000 
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6. Procedure- for Cash Grant Disbursement 

The procedures for disbursing the sector grant are summarized below: 

a. The Government will meet all conditions precedent to disbursement, 
and will formally advise USAID by letter and submit a financing request. 

b. Mission will assure conditions are satisfied, notify the GON of
 
same, and approve the financing request. Mission will then will request
 
AID/W by cable to effect electronic funds transfer (EFT), giving full
 
details as to amount, funds cite, statement that funds are available, name
 
and account number of the payee.
 

c. FM/PAcD will certify the voucher to effect the EFIP to FRB account
 
in favor BCEAO Dakar with instructions that BCEAO Dakar give further credit 
to BCEAO Niarey for cred.it to the Government of Niger account at the
 
Tresorie, Nia~ev estatlisne for this program, and will so inform USA!D. 

d. USA-:D wi inform BCVJ?.O Niamey whi& will alert BCEAO Dakar of the 
transfer. The funds deposited in BCEAO's FRB account will automatically be 
transferred to B'EA) Dakar where the conversion from U.S. dollars to F/CFA 
will take place, and the proceeds transferred to BCEAO Niamey in favor of 
the Government of Niger. 

F. Procurement 71F.-

All procurement under the program assistance component will be throuah 
direct A.I.D. contracting. All technical assistance will be short-term I. 
nature. 1,;erever possible, T.A. will be recruited using IQC or similar 
arrangements, in order to redace mission management burden. Studies will 
be arranged through mission buy-ins to centrally funded projects, or
 
through IQC arrangements to the extent possible. Short-term training wil
 
be arranged usina standard USAID/Niger procedures and practices. Gray
 
Amendment entities will be used whenever feasible and appropriate.
 

All procurement is planned from Code 935 source, origin and nationality.
 
Computers to be procured will be identified early in program implementation
 
by short term advisers contracted for this purpose. Once identified,
 
USAID/Niamey will determine whether computers will be procured locally or
 
through standard international procurement procedures. There are no plans
 
to procure vehicles under the program support activity. The mission has a 
blanket vehicle procurement waiver which will be used in the case of 
procurement of a vehicle or vehicles for use in program monitoring (Trust 
Fund financed).
 

G. Evaluation Plan
 

The evaluation plan for this program will focus particularly on end
 
results. It is a three year program and the baseline data needed to
 
evaluate the program will not be available until the end of the second
 
year. Therefore, the program should will not a mid-term evaluation, but
 
will focus on an in-depth ex-post evaluation, eighteen months after the
 
program's completion. In addition, given the long-term implications of the
 
policy reforms and the time required for response by the commercial sector, 
a second evaluation will be programmed three years after the end of the 
program, possibly under the second phase of the Agricultural Sector 



-61-


Development Grant. Funding for the two ex-post evaluations will be from
 
USAID funds not related to NEPRP (PD&S).
 

NEPRP will also include a fund for small evaluation studies to be conducted
 

jointly by the GON' and USAID during the program implementation. The
 
subjects of such studies will be decided during the course of the grant,
 
but will include an evaluative assessment, during the third year, of
 
progress achieved in implementing the reform agenda and identifying
 
additional policy constraints to increasing agro-pastoral exports.
 

The program will finance an IFPRI (International Food Policy Research
 
Institute) study on village-level consumption and revenue. This study will
 
provide a baseline for examining achievement of policy reform program goals
 
of diversifying and increasing rural income. The study will survey four
 
villages in food deficit and intermediate zones over a one-year period.
 
The data will be corrbined with existing ICRISAT data for the same villages
 
(1982-86) and analvzcd to determine the impact of agricultural policy
 
reforms, especially in the area of food policy, on the sources and uses of
 
incomes in the rural areas. The study will give USAID a detailed view of
 
income sources and levels in those zones, current drought coping
 
strategies, and degree of food self-reliance in the villages. A follow-up
 
survey, possib> financed by ASDG II, could look at changes in the pattern
 
of productior., revenue generation, and village market integration after the
 
NEPRP reforms have had time to have an impact. The results of the study
 
will be used to engage the GON in a discussion of policy monitoring via
 
baseline studies and periodic follow-up surveys.
 

The two ex-post evaluations will attempt to measure contribution to the
 
Government of Niger's goa! of increasing production and exports of
 
agro-pastoral products. The focus of evaluation will be on increased trade
 
per se and through official' channels, the relative importance of the
 
Tnformal sector in fiscal contributions, and the increased efficiency of
 
markets. The impact- will be measured in several different sectors. FirsL,
 
by changes in the amount of trade passing through official channels, taking
 
into consideration the variations caused by climatic factors. Second, by
 
estimating the total exports of agro-pastoral products, including the use
 
of unofficial channels. Third, the number and scale of individual
 
exporters involved in each commodity. Fourth, Niger's relative position in
 
its export markets vis-a-vis its position in 1988 (i.e. what are the
 
changes in market share). Fifth, a comparison of the prices in the
 
different zones of Niger to see if there has been any increased efficiency
 
in the marketing channels resulting in higher prices in the interior of the
 
country. Sixth, whether any new administrative restrictions to trade have
 
been put in place. Lastly, a measure of the relative importance of the
 
informal sector contribucions towards total fiscal revenue in comparison
 
with 1988.
 

The first ex-post evaluation will probably provide very limited information
 
on many of these criteria, which points to the strong necessity for
 
another, much later evaluation of the impact of the policy reform measures
 
undertaken by the government. The second evaluation will also provide a
 
basis for measuring the rate of change and adaptation within the private
 
sector. It should also provide some insights into whether the Nigerien
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informal sector can be convinced to move into official channels, with their 
increase "transparency" and high visibility. 

H. Audit Plan
 

The Program Grant Agreement will include audit and redeposit provisions to
 
protect A.I.D. The GON will assure that financial documentation, books and
 
records covering the use of local currency are maintained in accordance
 
with generally accepted accounting principles and practices consistently
 
applied, and are available for inspection by A.I.D. or any of its
 
authorized representatives at all times as A.I.D. may reasonably require 
for a period of three years after the date of last disbursement by A.I.D.
 
of the cash grant.
 

.
he aoal of tho cash arant is to ma-4tain a certain level of financia:
support to tx-: Government Wdget to allow the GON to carry out the private 
sector program an its attendant policy reforms. During the course of the 
program, the Joint G0N-USAID steering comittee, or USAID itself may choose 
to call for a "compliance audit" to review the Grantee's compliance with 
the termF of- the policv reform conditions, Funds have been set aside for 
such a purrpose_. !f no such audit review is needed, the funds will be use4 
for continaency nee!?2 under the program support compOnent. In addition, 
USAID reserves the riaht to ask for audits or investigations by the Offict 
of the Regional .nsr-..tor Ceneral of A.I.D. as in all other projects and 
programs of the Agency. 

VI. 	 co)Im:,o 'IS W2)C9'rENA17' 

A. Conditions Precedent. In addition to the standard conditions precedent
 
(specimen sionatures and designation of authorized representatives), the
 
following conditions precedent will be included in substance in the Program
 
Agreement.
 

1. Conditions Precedent to Initial Disbursement of Cash Grant: Prior to
 
the first disbursement of U.S. dollars under the cash grant, the Grantee
 
shall furnish to A.I.D.: (a) evidence that a special account has been
 
established in the Treasury of the Government of Niger for the deposit of
 
local currency equivalent to the dollar disbursements under the Grant; (b)
 
formal designation by the Government of Niger of the entity empowered to
 
monitor policy reform measures under the program; and (c) evidence that the
 
export taxes on agro-pastoral products have been eliminated.
 

2. Conditions Precedent to Subsequent Disbursements of the Cash Grant:
 

a. Prior to disbursement of the second tranche of dollar resources
 
under the Cash Grant, the Grantee shall furnish to A.I.D. evidence that the
 

Grantee has:
 

(1) 	Instructed government personnel throughout the country on the
 
proper formula for estimating value of livestock (cattle) for
 
purposes of fixing patente costs and simplified licensing
 
(patente) procedures for export of livestock.
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(2) 	Beau. orer~aration of a charte des contrbuables (businessmen'_c
 
bill of- richts), to include establishment of the position of
 
arbiter between business and government (as described in the
 
PAIPCE). 

(3) 	Appointed a commercial attach6 (from the Ministry of Commerce) to 
the consulate in Kano and established a line item in the national 
budget for this purpose. (In case of delay in acceptance by the 
Gover rent of Nigeria, establishment -f line item will suffice 
for this tranche). 

(4) 	Initiated contacts with thr Government of Nigeria in order to
 
establish bilateral comfnercial accords aimed at resolvinc 
qovernment impediments to trade. 

(5) ]n etaK .comZercia _ trade missions in neighboring 
with mixe:. aovernrment and private representation. 

count es 

(6) Issued an 
nractice 

Action Plan for improvement of livestock export 
(imdiementation of MAR report). 

(7) irated anota ne," trade monopolies. 

(8) Not dissontinue , reversed or otherwise impeded 
ta'e., in satisffaction of an',' previous condition 

any action 
precedent. 

it ha:

b. prior t- t,:. disb-rsenent off the third tranche of dollar resources 
under the Cash Grant, the Grantee shall furnish to A.I.0. evidence that the 
Grantee has: 

(1) 	PromnLaated the carte des contribuables and created the post of 
arbiter. 

(2) 	Established a system of collection and dissemination of data on
 
prices of agro-pastoral products and on exchange rates at Kano. 

(3) 	Eliminated the professional card (carte professionnelle) for
 
vendors of livestock and simplified and clarified licensing
 
requirements for traders in skins and hides, so as to prevent the
 
development of monopolies or monopsonies.
 

(4) 	Posted a commercial attache to Kano after receipt of Nigerian 
approval and training of individual. 

(5) 	Continued good faith efforts toward negotiations with the
 
Government of Nigeria on trade relations begun in previous year.
 

(6) 	 Un6ertaken additional commercial missions, as described under 
seonJ tranche. 

(7) Reviewed jointly with A.I.D. the progress achieved in 
implementing export promoting policy reforms with special 
attention to the identification of additional policy constraints 
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whi&r are affecting export growth; and, is taking measufec to
 
address the constraints thus mutually identified which reflect 
agreement on research and analyses needed to identify specific 
corrective steps. 

(8) 	 Not discontinued, reversed or otherwise impeded any action it has 
taken in satisfaction of any previous condition precedent. 

B. Covenants
 

1. Continuance of Actions taken by Grantee in Satisfaction of Conditions
 
Precedent: The Grantee shall not in any way discontinue, reverse or
 
otherwise impede any action 4t has taken in satisfaction of any condition
 
precedent to the Grant, except as mutually agreed to in writing by the
 
Partiec. 

2. 	 Eliaib.e Use of 7und7: The Grantee agrees that neither program funds
 
.nor fund.- aenerated p iant to a dollar disbursement will be used for an 

military or paramilitary purposes. 

-7
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3(A)2 - NONPROJECT ASSISTANCE CHECKLIST
 

The 	criteria listed in Part A are applicable
 
generally to AA funds, and should be used
 
irrespective of the 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 depend on the funding source for
 
the program.
 

CROSS REFERENCES: 	 IS COUNTRY CHECKLIST UP TO Yes
 
DATE? HAS STANDARD ITEM
 
CHECKLIST BEEN REVIEKED?
 

A. GENEF.AL CFRTERIA FOR NONFROJECT ASSISTANCE 

1. 	FY 1922 Ccntinuir., Resolution Sec. S23; Con-ressional 
FkA- Sec.7 634A. Describe how ,oT.icat 0: 
authorizatici. and apjrcpriations
 
corrittees of Senate and House have
 
been or will be notified concerning
 
the project.
 

2. 	FAA Sec. 611(a)(2). if further N/A
 
legislative action is required within
 
recipient country, what is basis for
 
reasonable expectation that such action
 
will be completed in time to permit
 
orderly accomplishment of purpose of the
 
assistance?
 

3. 	FAA Sec. 209. Is assistance more No
 
efficiently and effectively provided
 
through regional or multilateral
 
organizations? If so, why is assistance
 
not so provided? Information and
 
conclusions on whether assistance will
 
encourage developing countries to
 
cooperate in regional development
 
programs.
 

http:GENEF.AL
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Program has ai, of encoui-;
601(a). information and
4. 	FAA Se. 

ivo2\emhent


conclusions on whether assistance will ing private sector 

may-.c
the 	country to: in official ,prt
encourage efforts of 


(a) increase the flow of international operations, with goal5 of
 

trade; (b) foster private initiative and increasing exnorts, fosterin;
 

(c) 	encourage development competition, and discoura-incompetition; 
 monopolistic practices.
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.
 

This 	is a policy refor5. 	FAA Sec. 601(b). Information and 

program for liberaliation
conclusions on how assistance'will 

of export trade in the
ercourage U.S. private trade 	and 

agro-pastoral sector, with
investrent abroad and encourage private 


U.S. participation in foreign assistance a technical assistance stu;ies
 

programs 	(including use of private trade component for which private
 

services of privateu.S. entities may compete.
channels and the 	 U.S. 

enterprise).
 

N/A
6. 	FA. Secs. 612(t). 636(h); FY 198? 

Secs. 507, 509.
Concin,:nz 5Fesclution 


taken to assure that, to
Describe ste-s 

the maximum, extent possible, 	foreign
 

are utilized
cu:rencies owned by the U.S. 

in lieu cf dollars to meet the cost of
 

and other services.
contractual 


7. 	FA-A Sec. 612(d). Does the U.S. own No
 

excess foreign currency of the country
 
and, if so, what arrangements have been
 

made for its release?
 

Yes
 

utilize competitive selection procedures
 
for the awarding of contracts, except
 
where applicable procurement rules allow
 

otherwise?
 

8. 	FAA Sec. 601(e). Will the assistance 


9. FAA 121(d). 	 If assistance is being Yes
 
furnished under the Sahel Development
 
Program, has a determination been made
 

that the host government has an adequate
 

system for accounting for and controlling
 

receipt and expenditure of A.I.D. funds?
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E. 	FUN:'IN CRITEFIA FOF NONP'ROJECT ASSISTANCE
 

1. 	Non12roject Criteria for Economic Support
 
Fund
 

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

b. FAA Sec. 531(e). Will assistance
 
under this chapter be used for military
 
or paranilitary activities?
 

c. FAA Se:. S31(d). Will ESF funds made
 
available for commodity import programs
 
or other program assistance be used to 
generate local currencies? If so, will 
at least 50 percent of such local 
currencies be availatle to support
 
activities consistent with the objectives
 
of FAA sections 103 through 106?
 

d. 	FA.A Sec. 609. If comirodities are to
 
be grantee so that sale proceeds will
 
accrue to the recipient country, have
 
Special Account (counterpart)
 
arrangements been made?
 

e. FY 1982 Continuing Resolution. If
 
assistance is in the form of a cash
 
transfer: (a) are all such cash
 
payments to be maintained by the country
 
in a separate account and not to be
 
commingled with any other funds? (b)
 
will all local currences that may be
 
generated with funds provided as a cash
 
transfer to such a country also be
 
deposited in a special arcount to be used
 
in accordance with FAA Section 609 (which
 
requires such local currencies to be made
 
available to the U.S. governnent az the
 
U.S. determines necessary for the
 
requirements of the U.S. Government, and
 
which requires the remainder to be used
 
for programs agreed to by the U.S.
 
Government to carry out the purposes for
 
which new funds authorized by the FAA
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would themselves be available)? (c) Has
 
Congress received prior notification
 
providing in detail how the funds will be
 
used, including the U.S. interests that
 
will be served by the assistance, and, as
 
appropriate, the economic policy reforr
 
that will be promoted by the cash
 
transfer assistance?
 

f. FY 1982 Continuing Resolution. Have
 
local currencies generated by the sale of
 
imports or foreign exchange by the
 
government of a country in Sub-Saharan
 
Africa from funds ippropriated under
 
Sub-Saharan Africa, DA been deposited in
 
a special account established by that
 
goverrnment, and are these local
 
currencies available only for use, in
 
acccrdance with an agreement with the
 
United States, for development activities
 
which are consistent with the policy
 
directions of SecLion 102 of the FAA and
 
for necessary administrative requirements
 
of the U. S. Government?
 

2. NcnrcieM7t Criteria for Development
 
Assistarn:e
 

a. FA.A Secs. 102(a), 111, 113, 281(a). 

Extent to which activity will (a) 

effectively involve the poor in 

development, by expanding access to 

economy at local level, increasing 

labor-intensive production and the use of 

appropriate technology, spreading 

investment out from cities to small towns 

and rural areas, and insuring wide 

participation of the poor in the benefits 

of development on a sustained basis, 

using the appropriate U.S. institutions; 

(b) help develop cooperatives, especially 

by technical assistance. to assist rural 

and urban poor to help themselves toward 
better life, and otherwise encourage 
democratic private and local 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 improvement of women's 
status; and (e) utilize and encourage 
regional cooperation by developing 
countries? 

The program w<ill increase 
ex-oort of agro-'astoral 
products through official
 
channels, with the lon
term inpact of increasin:
 
exports overall, increas
ing interanal marketing
 
and incomes. As trade
 
increases, low income 
farmers (includino women) 
will benefit. The prora'. 
will aid the Niger Cha- !e;
of Commerce, and will hel, 
Niger achieve its goal oF" 
economic self-reliance 
in the long tern. It will 
specifically' encourage 
regional cooperation in
 
trade. 
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b. FA-A Secs. 103, 103A, 104, I05, 106,
 
120-21. Is assistance being made
 
available (include only applicable

paragraph which corresponds to source of
 
funds used; if more than one fund source
 
is used for assistance, include relevant
 
paragraph for each fund source):
 

(1) [103) for agriculture, rural The program is designed to
 
development or nutrition; if so increase rural incomes as
 
(a) extent to which activity is well diversify sources 
specifically designed to increase of rural incomes in order 
productivity and income of rural poor; to improve the standard
 
[I04A) if for agricultural research, of living and to reduce
 
account shall be taken of 
the needs of the impact cf eriocic 
ETa8l farrefE, and extensive use of Sahelian drou .. on t..

dor food
 
to local conditions 6hall be made; (b) rural iDoor. The food
 
field test i Q to adapt basic research a l On 

distribution svste2 w-illextent to which assistance is used in be imprved by encouraging
cocrdinatior. with efforts carried out
 

more private sector
under Sec. 104 to help improve marl:etinc activity.
n'trition of the pecple of developing
countries through encouragement of
 
increase- production of crops with
 
greater nutritional value; improvement
 
cf planning, research, and education
 
with respect to nutrition, particularly
 
with reference to improvement and
 
expanded use of indigenously produced
 
foodstuffs; and the undertaking of
 
pilot or demonstration programs

explicitly addressing the problem of
 
malnutrition of poor and vulnerable
 
people; and (c) extent to which
 
activity increases national food
 
security by improving food policies and
 
management and by strengthening
 
national food reserves, with particular
 
concern for the needs of the poor,
 
through measures encouraging domestic
 
production, building national food
 
reserves, expanding aviilable storage

facilities, reducing post harvest food
 
losses, and improving food distribution.
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(2) (104) for population planning

under Sec. 104(b) or health under Sec.
 
104(c); if so, extent to which activity
 
emphasizes low-cost, integrated
 
delivery systems for health, nutrition
 
and family planning for the poorest
 
people, with particular attention to
 
the needs of mothers and young
 
children, using paramedical and
 
auxiliary medical personnel, clinics
 
and health posts, commercial
 
distribution systems, and other modes
 
of community outrearch.
 

(3) [10 J fcr education, putlic

administration, or human resources
 
developFent; if so, (a) extent to which
 
activity strengthens nonformal
 
educaticn, makes formal education more
 
relevant, especially for rural families
 
and urban poor, and strengthens
 
manacenent capatility of institutions
 
enabling the po:r to participate in
 
developmernt; and (b) extent to which
 
assistance provides advanced education
 
arC training of people of developing
 
countries in sucl disciplines as are
 
required for planning and
 
implemeiitation of public and private
 
development activities.
 

(4) [10E] for techiical assistance,
 
energy, research, reconstruction, and
 
selected development problems; if so,
 
extent activity is:
 

(i)(a) concerned with data collection
 
and analysis, the Lraining 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 research on and
 
development and use of small-scale,
 
decentralized, renewable energy
 
sources for rural areas, emphasizing
 
development of energy resources which
 
are environmentally acceptable and
 
require minimum capital investment;
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(ii) concerned with technical
 
cooperation and development,
 
especially with U.S. private and
 
voluntary, or regional and
 
international development,

organizations;
 

(iii) research into, and evaluation

of, economic development processes
 
and techniques;
 

(iv) reconstruction after natural 
or
 
manmade disaster and programs of
 
disaster preparedness;
 

(v) for special development

problems, and to enable proper

utilization of infrastructure and
 
related project funded with earlier
 
U.S. assistance;
 

(vi) for urban development,

especially small, labor-intensive
 
enterprises, marketing systems for
 
small rroducers, and financial 
or
 
other institutions to help urban poor

participate in economic and social
 
development.
 

(5) [120-21) for the Sahelian region;

if so, (a) extent to which there is 
 5 (a) N/A

international coordination in planning

and implementation; participation and
 
support by African countries and
 
organizations in determining
 
development priorities; and 
a
 
long-term, multi-donor development plan

which calls for equitable
 
burden-sharing with other donors; 
(b) 5 Yes

has a determination been made that the
 
host government has an adequate system
 
ror accounting for and controlling

receipt and expenditure of projects

funds (dollars or local currency

generated therefrom)?
 

c. FAA Sec. 107. Is special emphasis 5(c). The program focuses

placed on use of appropriate technology 
 on export policy; no

(defined as relatively smaller, 
 technology transfer is
cost-saving, labor using technologies 
 planned. The program desigr
that are generally most appropriate for 
 is based on an in-dpth
the small farms, small businesses, and 
 study of the countr" and thesmall incomes of the poor)? 
 rural sector. It aims to
 

reduce policy constraints tc 
develdpment of agricultural
 
export trade. The program
 
will be imlemented by
 
Nigeriens.
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d. FAA Sec. 281(b). Describe extent 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. 101(a). Does the activity 5 (e). Yes. The
 
give reasonable promise of contributing program will lead to 
to the developrent of econoitic resources, increases in arricultural 
or to the increase of productive 
capacities and self-sustaining economic export trade th.rou h
 
growth?official chaels. he
1ong-terin effect will be
 

increased agricultural
 
exports with attendant 
nroduction and income 
increases in the rural
 
areas.
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Listed below are statutory criteria applicable
 
to: (A) FAA funds generally; (B)(1) Development

Assistance funds only; or (B)(2) the Economic
 
Support Fund only.
 

A. 	GENERAL CRITERIA FOR COUNTRY
 
ELIGIBILITY
 

1. 	FY 1988 ContinuinQ Resolution Sec. 526.
 
Has the President certified to the
 
Congress that the government of the
 
recipient country is failing to take
 
adequate measures to prevent narcotic
 
drucs or other controlled substances
 
which are cultivated, produced or
 
processed illicitly, in whole or in part,
 
in such country or transported through

such country, from being sold illegally

within the jurisdiction of such country
 
to United States Government personnel or
 
their dependents or fron, entering the
 
United States unlawfully?
 

2. 	FAA Sec. 4EI (t). (This provision applies
 
tc assistance of any kind provided by
 
grant, sa'e, loan, lease, credit,
 
guaranty, or insurance, except assistance
 
from the Child Survival Fund or relating
 
to international narcotics control,
 
disaster and refugee relief, or the
 
provision of food or medicine.) If the N/A

recipient is a "ma~or illicit drug

producing country" (defined as a country

producing during a fiscal year at least
 
five metric tons of opium or 500 metric
 
tons of coca or marijuana) or a "major

drug-transit country" (defined as 
a
 
country that is a significant direct
 
source of illicit drugs significantly

affecting the United States, through
 
which such drugs are transported, or
 
through which significant sums of
 
drug-related profits are laundered with
 
the knowledge or complicity of the
 
government), has the President in the
 
March 1 International Narcotics Control
 
Strategy Report (INSCR) determined and
 
certified to the Congress (without
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Congressional enactment, within 30 days
 
of continuous session, of a resolution
 
disapproving such a certification), or
 
has the President determined and
 
certified to the Congress on any other
 
date (with enactment by Congress of a
 
resolution approving such certification),
 
that (a) during the previous year the
 
country has cooperated fully with the'
 
United States or taken adequate steps on
 
its own to prevent illicit drugs produced
 
or processed in or transported through
 
such country from being transported into
 
the United States, and to prevent and
 
punish drug profit laundering in the
 
country, or that (b) the vital national
 
interests of the United States require
 
the provision of such assistance?
 

3. 	Drug Act Sec. 2013. (This section 
applies to the same categories of 
assistance subject to the restrictions in 
FAA Sec. 4E1(h), above.) If recipient 
country is a "major illicit drug 
producing country" or "major drug-transit 
country" (as defined for the purpose of 
FAA Se: 461(h)), has the President 
submitted a report to Congress listing 
such country as one (a) which, as a 
matter of government policy, encourages 
or facilitates the production or 
distribution of illicit drugs; (b) in 
which any senior official of the 
government engages in, encourages, or 
facilitates the production or 
distribution of illegal drugs; (c) in 
which any member of a U.S. Government
 
agency has suffered or been threatened
 
with violence inflicted by or with the
 
complicity of any government officer; or
 
(d) which fails to provide reasonable
 
cooperation to lawful acpivities of U.S.
 
drug enfo cement agents, unless the
 
President has provided the required
 
certification to Congress pertaining to
 
U.S. national interests and the drug
 
control and criminal prosecution efforts
 
of that country?
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4. 	FAA Sec. 620(c), If assistance is to a
 
government, is the government liable as
 
debtor or unconditional guarantor on any

debt to a U.S. citizen for goods 
or
 
services furnished or ordered where (a)
such citizen has exhausted available
 
legal remedies and (b) the debt is not 
 No
 
denied or 
contested by such government?
 

5. 	FAA Sec._62Cj jlj. If assistance is to
 
a government, has it (including any.

government agencies or 
subdivisions)

taken a7ti-action vhich has the 
effect of
 
nationa!.Zing, expropriating, 
or
 
otherwise seizing ownership or control of
 
property cf U.S. citizens or 
entities
 
beneficially owned by them without taking 
 Xc
 
steps to discharge its obligations toward
 
such citizens or entities?
 

6. 	FAA Secs. 620(a), 620(f), 620D. FY 1988
 
Con inuinc Fesclution Sec. 512. Is
 
reci ie:n country a Communist country?

If s,, has the F'resident determined that

assista:.:e to the country is vital to the 
 No
 
security of 
the United States, that the
 
reci.ient country is not 
controlled by

the 	inte:rnational Comnunist 
conspiracy,

and that such assistance will further
 
promcote the independence of the recipient

country froTr international communism?
 
Will assistance be provided directly to
 
Angola, Cambodia, Cuba, Iraq, Libya,

Vietnam, South Yemen, Iran 
or Syria?

Will assistance be provided 
to
 
Afghanistan without a certification?
 

7. 	FAA Sec. 620(il. Has the country

permitted, or to
failed take adequate 	 No
 
measures to prevent, damage or
 
destruction by mob action of U.S.
 
property?
 

8. 	FAA Sec. 620(1). Has the country failed
 
to enter into an investment guaranty 
 No
 
agreement with OPIC?
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9. FAA Sec. 620(o); Fishermen's Protective 
Act of 1967 (as amended) Sec. 5. (a) Has 
the country seized, or imposed any 
penalty or sanction against, any U.S. No 
fishing vessel because of fishing 
activities in international waters? 
(b) If so, has any deduction required by 
the Fishermen's Protective Act been made? 

10. FAA Sec. 620(g); FY 1988 Continuing 
Resolution Sec. 518. (a) Has the a.No 
government of the recipient country been 
in default for more than six months on Nb No 
interest or principal of any loan to the bN 
country under the FAA? (b) Has the 
country been in default for more than one 
year on interest or principal on any U.S. 
loan under a program for which the FY 
1988 Continuing Resolution appropriates 
funds? 

11. FA.A Sec. 620(s). if contemplated 
assistance is development loan or to come 
fror. Economic Support Fund, has the 
Administrator taken into account the NA 

percentage of the country's budget and 
amount of the country's foreign exchange 
or other resources spent on military 
equipment? (Reference may be made to the 
annual "Taking Into Consideration" memo: 
"Yes, taken into account by the 
Administrator at time of approval of 
Agency OYE." This approval by the 
Administrator of the Operational Year 
Budget can be the basis for an 
affirmative answer during the fiscal year 
unless significant changes in 
circumstances occur.) 

12. FAA Sec. 620(t). Has the countr, severed 
diplomatic relations with the United 
States? If so. have relations been No 
resumed and have new bi)ateral assistance 
agreements been negotiated and entered 
into since such resumption? 



- 5 

13. 	FAA Sec. 620(u).. What is the payment
 
status of the country's U.N.
 
obligations? If the country is in In Axrear
 
arrears, were such arrearages taken into
 
account by the A.I.D. Administrator in
 
determining the current A.I.D. 
 Yes
 
Operational Year Budget? (Reference may

be made to the Taking into Consideration
 
memo.)
 

14. 	FAA Sec. 620A. Has the President
 
deteimirt-d that the recipient country
 
grants sanctuary from prosecution to any No
 
individual or group which has committed
 
an act of international terrorism or
 
otherwise supports international
 
terrorism?
 

15. 	FY 1968 Continuing Resolution Sec. 576.
 
Has the country been placed on the list
 
provided for in Section 6(j) of the No
 
Export Administration Act of 1979
 
(currently Libya, Iran, South Yemen,
 
Syria, Cuba, or North Korea)?
 

16. 	ISDCA o 1985 Sec. 552(b). Has the
 
Secretary of State determined that the
 
country is a high terrorist threat
 
country after the Secretary of No
 
Transportation has determined, pursuant
 
to section 1115(e)(2) of the Federal
 
Aviation Act of 1958, that an airport in
 
the country does not maintain and
 
administer effective security measures?
 

17. 	FAA Sec. 666(b). Does the country

object, on the basis of race, religion, No
 
national origin or sex, to the presence
 
of any officer or employee of the U.S.
 
who is present in such country to carry
 
out economic development programs under
 
the FAA?
 

18. 	FAA Secs. 669, 670. Has the country,
 
after August 3. 1977, delivered to any

other country or received nuclear No
 
enrichment or reprocessing equipment,
 
materials, or technology, without
 
specified arrangements or safeguards, and
 
without special certification by the
 
President? Has it transferred a nuclear
 
explosive device to a non-nuclear weapon
 
state, or if such a state, either
 
received or detonated a nuclear explosive

device? (FAA Sec. 620E permits a special
 
waiver of Sec. 669 for Pakistan.)
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19. 	FAA Sec. 670. If the country is a
 
non-nuclear weapon state, has 
it, on or
 
after August 8, 1985, exported (or No
 
attempted to export) illegally from the
 
United States any material, equipment, or
 
technology which would contribute
 
significantly to the ability of a country
 
to manufacture a nuclear explosive device?
 

20. 	ISDCA of 1981 Sec. 
'120. Was the country

represented at 
the 	Meeting of Ministers
 
of Foreign Affairs and Heads of 
 Yes
 
Delegations of the Non-Aligned Countries
 
to the 36th General Assembly of the U.N.
 
on Sept. 25 a.d 28, 1981, and did it fail
 
to disassociate itself from the
 
communique issued? 
 If so, has the
 
President taken 
it into account?
 
(Reference may be made to 
the Taking into
 
Consideration memo.)
 

21. 	FY 19EE Continuinq Resolution Sec. 
528.
 
Has the recipient country been determined
 
by the President to have engaged in 
a
 
consistent pattern of opposition to the
 
foreign policy of the United States?
 

22. 	FY 19EE Continuinc Resclution Sec. 513. 
Has the duly elected Head of Government 
of the country been deposed by military No 
coup or decree? If assistance has been
 
terminated, has the President 
notified
 
Congress that a democratically elected
 
government has taken office prior 
to the
 
resumption of assistance?
 

23. 	FY 1988 Continuing Resolution Sec. 543.
 
Does the recipient country fully

cooperate with the international refugee Yes
 
assistance organizations, the United
 
States, and other governments in
 
facilitating lasting solutions to refugee

situations, including resettlement
 
without respect to race, sex, religion,
 
or national origin?
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B. FUNDING SOURCE CRITERIA FOR COUNTRY
 
ELIGIBILITY
 

1. Development'Assistance Country Criteria
 

FAA Sec. 116. Has the Department of
 
State determined that this government has
 
engaged in a consistent pattern of gross

violations of internationally recognized
 
human rights? If so, can it be
 
demonstrated that contemplated assistance
 
will directly benefit the needy?
 

FY 19EE Continuing Resolution Sec. 53E.
 
Has the President certified that of
use 

DA funds by this country would violate 

any of the prohibitions against use of
 
funds to pay for the performace of
 
abortions as a method of family planning,
 
to mctivate or coerce any person to
 
practice abortions, to pay for the
 
performance of involuntary sterilization
 
as a methocd of family planning, to coerce
 
or provide any financial incentive to any
 
person to undergo sterilizations, to pay

for any biomedical research which
 
relates, in whole or in part, to methods
 
of, or the performance of, abortions or
 
involuntary sterilization as a means of
 
family planning?
 

2. Economic Support Fund Country Criteria
 

FAA Sec. 502B. Has it been determined
 
that the country has engaged in a
 
consistent pattern of gross violations of 

internationally recognized human rights?

If so, has the President.found that the
 
country made such significant improvement
 
in its human rights record that
 
furnishing such assistance is in the U.S.
 
national interest?
 

FY 1988 Continuing Resolution Sec. 549.
 
Has this country met its drug eradication 

targets or otherwise taken significant
 
steps to halt illicit drug production or
 
trafficking?
 

No
 

No
 

No
 

Yes
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5C(2) - PROJECT CHECKLIST
 

Listed below are statutory criteria applicable
 
to projects. This section is divided into two
 
parts. Part A includes criteria applicable to
 
all projects. Part B applies to projects funded
 
from specific sources only: B(l) applies to all
 
projects funded with Development Assistance;
 
B(2) applies to projects funded with Development
 
Assistance loans: and B(3) applies to projects
 
funded from ESF.
 

CROSS REFERENCES: 15 COUNTRY CHECKLIST UP TO
 
DATE? HAS STANDARD ITEM
 
CHECKLIST BEEN REVIEWED FOR 

THIS PROJECT?
 

A. GENERAL CRITEFIA FOR PROJECT
 

1. FY 19E Continuing Resolution Sec. 523; 

FAA Sec. 634A. If money is sought to
 
obligated for an activity not previously
 
justified to Congress, or for an amount
 
in excess of amount previously justified
 
to Congress, has Congress been properly
 
notified?
 

2. 	FAA Sec. 611(a)(1). Prior to an
 
obligation in excess of $500,000, will
 
there be (a) engineering, financial or
 
other plans necessary to carry out the
 
assistance, and (b) a reasonably firm
 
estimate of the cost to the U.S. of the
 
assistance?
 

3. 	FAA Sec. 611(a)(2). If legislative 

action is required within recipient
 
country, what is the basis for a
 
reasonable expectation that such action
 
will be completed in time to permit
 
orderly accomplishment of the purpose of
 
the assistance?
 

Yes
 

Yes
 

N/A
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4. 	FAA Sec. 611(b); FY 1988 Continuing N/A

Resolution Sec. 501. If project is for
 
water or water-related land resource
 
construction, have benefits and costs
 
been computed to the extent practicable
 
in accordance with the principles,
 
standards, and procedures established
 
pursuant to the Water Resources Planning
 
Act (42 U.S.C. 1962, et seq.)? (See
 
A.I.D. Handbook 3 for guidelines.)
 

5. 	FAA Sec. 611(e). if project is capital N/A

assistance (e.g., construction), and
 
total U.S. assistance for it will exceed
 
$1 million, has Mission Director
 
certified and Regional Assistant
 
Administrator taken into consideration
 
the country's capability to maintain and
 
utilize the project effectively?
 

6. 	FAA Sec. 209. Is project susceptible to No
 
execution as part of regional or
 
multilateral project? If so, why is
 
project not so executed? Information and
 
conclusion whether assistance will
 
encourage regional development programs.
 

7. 	FAA Sec. 601(a). Information and Program has aim of increasin:7 
conclusions on whether projects will flow of international trade. 
encourage efforts of the country to: Technical assistance will be 
(a) 	increase the flow of international provided in the areas of
 
trade; (b) foster private initiative and agricultural economics and
 
competition; (c) encourage development trade relations. Sminars
 
and use of cooperatives, credit unions, on international trade will
 
and savings and loan associations; be sponsored.
 
(d) 	disco~irage monopolistic practices;
 
(e) improve technical efficiency of
 
industry, agriculture and commerce; and
 
(f) 	strengthen free labor unions.
 

8. 	FAA Sec. 601(b). Information and Services of U.S. private
conclusions on how project will encourageenterprises will be 
U.S. private trade and investment abroad solicited in carr\in- out 
and encourage private U.S. participation technical assistance 
in foreign assistance programs (includingprograms ' 
use of private trade channels and the
 
services of U.S. private enterprise).
 

9. 	FAA Secs. 612(b), 636(h). Describe steps N/A
 
taken to assure that, to the maximum
 
extent possible, the country is
 
contributing local currencies to meet the
 
cost of contractual and other services,
 
and foreign currencies owned by the U.S.
 
are utilized in lieu of dollars.
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10. 	FAA Sec. 612(d). Does the U.S. own No
 
excess foreign currency of the country

and, if so, what arrangements have been
 
made for its release?
 

11. 	FY 1988 Continuing Resolution Sec. 521. No
 
If assistance is for the production of
 
any commodity for export, is the
 
commodity likely to be in surplus on
 
world markets at the time the resulting
 
productive capacity becomes operative,
 
and is such assistance likely to cause
 
substantial injury to U.S. producers of
 
the same, similar or competing commodity?
 

12. 	FY 198P Continuinc Resolution Sec. 553. No
 
Will the assistance (except for programs
 
in Caribbean Basin Initiative countries
 
under U.S. Tariff Schedule "Section 807,"
 
which allows reduced tariffs on articles
 
assemtled abroad from U.S.-made
 
com~ponents) be used directly to procure
 
feasibility studies, prefeasibility
 
studies, or project profiles of potential
 
investment in, or to assist the
 
establishrent of facilities specifically
 
designed tcr, the manufacture for export
 
to the United States or to third country
 
markets in direct competition with U.S.
 
exports, of textiles, apparel, footwear,
 
handbags, flat goods (such as wallets or
 
coin purses worn on the person), work
 
gloves or leather wearing apparel?
 

13. 	FAA Sec. 119(q)(4)-(6). Will the N/A
 
assistance (a) support training and
 
education efforts which improve the
 
capacity of recipient countries to
 
prevent loss of biological diversity;
 
(b) be provided under a long-term
 
agreement in which the recipient country
 
agrees to protect ecosystems or other
 
wildlife habitats; (c) support efforts
 
to identify and survey ecosystems in
 
recipient countries worthy of
 
protection; or (d) by any direct or
 
indirect means significantly degrade
 
national parks or similar protected areas
 
or introduce exotic plants or animals
 
into such areas?
 

I 
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14. 	FA.A 121(d). if a Sahel project, has a 

determination been made that the host
 
government has an adequate system for
 
accounting for and controlling receipt
 
and expenditure of project funds (either
 
dollars or local currency generated
 
therefrom)?
 

15. 	FY 1988 Continuing Resolution. If 

assistance is to be made to a United
 
States PVO (other than a cooperative
 
development organization), does it obtain
 
at least 20 percent of its total annual
 
funding for international activities from
 
sources other than the United States
 
Government?
 

1E. 	FY Continuing Resolution Sec. 541. If 

assistance is being made available to a
 
PVO, has that organization provided upon
 
timely request any document, file, or
 
record necessary to the auditing
 
requirements of A.I.D., and is the PVO
 
registered with A.I.D.?
 

17. 	FY 19E& Continuing Resolution Sec. 514. 

If funds are being otligated under an
 
a propriation account to which they were
 
not appropriated, has prior approval of
 
the Appropriations Committees of Congress
 
been obtained?
 

18. 	FY Continuinq Resolution Sec. 515. if 

deob/reob authority is sought to be
 
exercised in the provision of assistance,
 
are the funds being obligated for the
 
same general purpose, and for countries
 
within the same general region as
 
originally obligated, and have the
 
Appropriations Committees of both Houses
 
of Congress been properly notified?
 

19. 	State Authorization Sec. 139 (as 

interpreted by conference report). Has
 
confirmation of the date of signing of
 
the project agreement, including the
 
amount involved, been cabled to State L/T
 
and A.I.D. LEG within 60 days of the
 
agreement's entry into force with respect
 
to the United States, and has the full
 
text of the agreement been pouched to
 
those same offices? (See Handbook 3,
 
Appendix 6G for agreements covered by
 
this provision).
 

Yes
 

N/A
 

N/A
 

N/A
 

N/A
 

Yes, 	will be done
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B. FUNDING CRITERIA FOR PROJECT
 

1. Development Assistance Project Criteria
 

a. FY 1988 Continuing Resolution Sec. 

552 	(as interpreted by conference
 
report). If assistance is for
 
agricultural development activities
 
(specifically, any testing or
 
breeding feasibility study, variety
 
improvement or introduction,
 
consultancy, publication, conference,
 
or training), are such activities (a)
 
specifically and principally designed
 
to increase agricultural exports by
 
the 	host country to a country other
 
than the United States, where the
 
export would lead to direct
 
competition in that third country
 
with exports of a similar commodity
 
grown or produced in the United
 
States, and can the activities
 
reasonably be expected to cause
 
substantial injury to U.S. exporters
 
of a similar agricultural commodity;
 
or (t) in support of research that is
 
inten~ed primarily to benefit U.S.
 
prod'.cers?
 

b. 	FAA Secs. 102(b), 1il , 113, 281(J). 

Describe extent to which 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, 

dispersing investment from cities to 

small towns and rural areas, and 


1. a. N/A
 

1. b.
 
The program will increase
 
exprofan ilo nrae
 

exports of agro-pastoral 
products through official
 
channels, wit1 the lon£
term impact of increasin
exports overall, increas
ing internal marketing
 
and incomes. As trade
 
increases, low income 
farmers (including womenr 
will benefit. The nrogram
 
will aid the Niger

Chamber of Cowerce, and 
will help Niger achieve 
its goal of economic 
self-reliance in the long 
term. It will specifically 
encourage regional 
cooperation in trade. 

i'A 
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insuring wide participation of the 
poor in the benefits of development 
on a sustained basis, using 
appropriate U.S. institutions; 
(b) help develop cooperatives, 
especially by technical assistance, 
to assist rural and urban poor to 
help themselves toward a better life, 
and otherwise encourage democratic 
private and local 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 improvement of 
women's status; and (e) utilize and 
encourage regional cooperation by 
developing countries. 

c. FA.A. Secs. 103, 103A, 104, 105, 106, Yes 
120-21. Does the project fit the 
criteria for the source of funds 
(functional account) being used? 

d. FAA Sec. 107. Is emphasis placed on N/A 
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)? 

e. FAA Secs. 110, 124(d). Will the Section 121(d) applies. 
recipient country provide at least 2b 
percent of the costs of the program, 
project, or activity with respect to 
which the assistance is to be 
furnished (or is the latter 
cost-sharing requirement being waived 
for a "relatively least developed" 
country)? 

f. FAA Sec. 128(b). If the activity Yes, monitoring of 
attempts to increase the rural incomes is part 
institutional capabilities of private
organizations or the government of 

of the program monitoring 
plan. 

the country, or if it attempts to 
stimulate scientific and 
technological research, has it been 
designed and will it be monitored to 
ensure that the ultimate 
beneficiaries are the poor majority? 
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g. 	FAA Sec. 281-b). Describe extent to The pro.ram design is
 
which program recogaizes the based on an in-denth stucdy

particular needs, desires, and 
 of the countr" and
 
capacities of 
the people of the the rural sector. It
 
country; utilizes the country's will be imleented Vy

intellectual resources to encourage Nigeriens.
 
institutional development; and
 
supports civil education and training
 
in skills required for effective
 
participation in governmental
 
processes essential to
 
self-government.
 

h. 	FY 1968 Continuing Resolution Sec. No
 
538. Are any of the funds to be used
 
for the performance of abortions as a
 
method of fa6mily planning or to
 
motivate or coerce any person to
 
practice abortions?
 

Are any of the funds to be used to
 
pay for the performance of
 
involuntary sterilization as a method
 
of farily planning or to coerce or
 
provide any financial incentive to
 
any person to undergo sterilizations?
 

Are any of the funds to be used to
 
pay for any biomedical research which
 
relates, in whole or in part, to
 
methods of, or the performance of,
 
abortions or involuntary
 
sterilization as a means of family
 
planning?
 

i. 	FY 1988 ContinuinQ Resolution. Is No
 
the assistance being made available
 
to any organization or program which
 
has been determined to support or
 
participate in the management of a
 
program of coercive abortion or
 
involuntary sterilization?
 

If assistance is froff the population

functional account, are any of the
 
funds to be made available to
 
voluntary family planning projects

which do not offer, either directly
 
or through referral to or information
 
about access to, a broad range of
 
family planning methods and services?
 

(4k
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j. FAA Sec. 601(e). Will the project Yes 
utilize competitive selection 
procedures for the awarding of 
contracts, except where applicable 
procurement rules allow otherwise? 

k. FY 1988 Continuing Resolution. What 
portion of the funds will be 

In awarding contracts 
for the technical 

available only for activities of 
economically and socially 
disadvantaged enterprises, 
historically black colleges and 
universities, colleges and 

assistance ccmponent of 
the program ever- effort 
vil'l be made to use Gray 
Amencnent organizations. 

universities having a student body in 
which more than 20 percent of the 
students are Hispanic Americans, and 
private and voluntary organizations 
which are controlled by individuals 
who are black Americans, Hispanic 
Americans, or Native Americans, or 
who are economically or socially 
disadvantaged (including women)? 

I. FAA Sec. 11(c). Does the assistance N/A 
comply with the environmental 
procedures set forth in A.I.D. 
Regulation 16? Does the assistance 
place a high priority on conservation 
and sustainable management of 
tropical forests? Specifically, does 
the assistance, to the fullest extent 
feasible: (a) stress the importance 
of conserving and sustainably 
managing forest resources; (b) 
support activities which offer 
employment and income alternatives to 
those who otherwise would cause 
destruction and loss of forests, and 
help countries identify and implement 
alternatives to colonizing forested 
areas; (c) support training 
programs, educational efforts, and 
the establishment or strengthening of 
institutions to improve forest 
management; (d) help end destructive 
slash-and-burn agriculture by 
supporting stable and productive 
farming practices; (e) help conserve 
forests which have not yet been 
degraded by helping to increase 
production on lands already cleared 
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or degraded; (f) conserve forested
 
watersheds and rehabilitate those
 
which have been deforested; (g)
 
support txaining, research, and other
 
actions which lead to sustainable and
 
more environmentally sound practices
 
for timber harvesting, removal, and
 
processing; (h) support research to
 
expand knowledge of tropical forests
 
and identify alternatives which will
 
prevent forest destruction, loss, or
 
degradation; (i) conserve biological
 
diversity in forest areas by
 
supporting efforts -o identify,
 
estab2ish, and naintain a
 
represe:' ative network of protected

tropical forest ecosystems on a
 
worldwide basis, by making the
 
establishment of pxotected areas a
 
condition of support for activities
 
involving forest clearance or
 
degradation, and by be2ping to
 
identify tropical forest ecosystems
 
and species in need of protection and
 
establish and maintain appropriate
 
protected areas; (j) seek to
 
increase the awareness of U.S.
 
government agencies and other donors
 
of the immediate and long-term value
 
of tropical forests; and (k)/utilize
 
the 	resources and abilities of all
 
relevant U.S. government agencies?
 

m. 	FAA Sec. I1B(c)Fr3). If the N/A

assistance will support a program or
 
project significantly affecting
 
tropical forests (including projects

involving the planting of exotic
 
plant species), will the program or
 
project (a) be based upon careful
 
analysis of the alternatives
 
available to achieve the best
 
sustainable use of the land, and
 
(b)/take full account of the
 
environmental impacts of the proposed

activities on biological diversity?
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n. FAA Sec. 118(c)(14). Will assistance No 
be used for (a) the procurement or 
use of logging equipment, unless an 
environmental assessment indicates 
that all timber harvesting operations 
involved will be conducted in an 
environmentally sound manner and that 
the proposed activity will produce
positive economic benefits and 
sustainable forest management 
systems; or (b) actions which will 
significantly degrade national parks 
or similar protected areas which 
contain tropical forests, or 
introduce exotic plants or animals 
into such areas? 

o. FA.A Sec. 118(c)(15). Will assistance No 
be used for (a) activities which 
would result in the conversion of 
forest lands to the rearing of 
livestock; (b) the construction, 
upgrading, or maintenance of roads 
(including temporary haul roads for 
logging or other extractive 
industries) which pass through 
relatively undegraded forest lands; 
(c) the colonization of forest lands; 
or (d) the construction of dams or 
other water control structures which 
flood relatively undegraded forest 
lands, unless with respect to each 
such activity an environmental 
assessment indicates that the 
activity will contribute 
signiticantly and directly to 
improving the livelihood of the rural 
poor and will be conducted in an 
environmentally sound manner which 
supports sustainable development? 

p. FY 1988 Continuing Resolution If 
assistance will come from the 

Yes, the program intends 
to increase the access 

Sub-Saharan Africa DA account, is it 
(a) to be used to help the poor 
majority in Sub-Saharan Africa 

of the rural poor to 
agricultural marketing 
opportunities. 

through a process of long-term 
development and economic growth that 
is equitable, participatory, 
environmentally sustainable, and 
self-reliant; (b) being provided ir 
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accordance with the policies

contained in section 102 of 
the FAA;

(c) being provided, when conistent
 
with the objectives of such
 
assistance, through African, United
 
States and other PVOs that have
 
demonstrated effectiveness in the
 
promotion of local grassroots
 
activities on behalf of long-term

development in Sub-Saharan Africa;
 
(d) being used to help overcome
 
shorter-term constraints to long-term

development, to promote reform of
 
sectoral economic policies, to
 
support the critical sector
 
priorities of agricultural production
 
and natural resources, health,
 
voluntary family planning services,
 
education, and income generating

opportunities, to bring about
 
appropriate sectoral restructuring of
 
the Sub-Saharan African econonies, to
 
support reform in public
 
administration and finances and 
to
 
establish a favorable environment for
 
individual enterprise and
 
self-sustaining development, and to
 
take into account, in assisted policy

reforms, the need to protect

vulnerable groups; (e) being used to
 
increase agricultural production in
 
ways that protect and restore the
 
natural resource base, especially
 
food production, to maintain and
 
improve basic transportation and
 
communication networks, to maintain
 
and restore the natural resource base
 
in ways that increase agricultural

production, to improve health
 
conditions with special emphasis on
 
meeting the health needs of mothers
 
and children, including the
 
establishment of self-sustaining
 
primary health care systems that give
 
priority to preventive care. to
 
provide increased access to voluntary

family planning services, to improve
 
basic literacy and mathematics
 
especially to those outside the
 
formal educational system and to
 
improve piimary education, and to
 
develop income-generating
 
opportunities for the unemployed and
 
underemployed in urban and rural
 
areas?
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2. Development Assistance Project Criteria
 
(Loans Onry)
 

a. 	FAA Sec. 122(b). Information and N/A

conclusion on capacity of Lhe country to
 
repay the loan at a reasonable rate of
 
interest.
 

b. 	FAA Sec. 620(d). If assistance is for N/A
 
any productive enterprise which will
 
compete with U.S. enterprises, is there
 
an agreement by the recipient country to
 
prevent export to the U.S. of more than
 
20 percent of the enterprise's annual
 
production during the life of the loan,
 
or has the requirement to enter into such
 
an agreement been waived by the President
 
because of a national security interest?
 

c. 	FY 19EE Ccntinuinc Fesolution. If for a N/A

loan to a private sector institution from
 
funds made available to carry out the
 
provisions of FAA Sections 103 through
 
106., will loan be provided, to the
 
maxiru extent practicable, at or near
 
the prevailing interest rate paid on
 
Treasury obligations of similar maturity
 
at the time of obligating such funds?
 

d. 	FAA Sec. 122(b). Does the activity give N/A

reasonable promise of assisting
 
long-range plans and programs designed to
 
develop economic resources and increase
 
productive capacities?
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3. Economic Support Fund Project Criteria
 

a. 	FAA Sec. 531(a). Will this assistance N/A

promote economic and political

stability? To the maximum extent
 
feasible, is this assistance coivsistent
 
with the policy directions, purptses, and
 
programs of Part I of the FAA?
 

b. 	FAA Sec. 531(e). Will this assistance be N/A

used for military or paramilitary
 
purposes?
 

c. 	FAA. Se:. 609. If commodities are to be
 
granted so that sale proceeds will accrue
 
to the recipient country, have Special

Account (counterpart) arrangements been
 
made?
 

/
 



ANNEX B
 

Doc :o1o4b 

INi-TIAL ENVIRONMENTAL EXAI1NATION 

COUNTRY: Republic of Niger
 

PROJECT TITLE: 
 Niger Economic Reform Policy Program (683-0259)(683-0263)
 

FUNDING: Proposed Life of Project Funding -$
1 5,000,000 (IDFA)
 

PERIOD OF PROJECT: Three and one half years 
(6/88 - 12/91)
 

Activity Description: 
 Iiie prograr is intended 
to assist the Government of
higer in its program to 
encourage private sector involvement in marketing.

The program consists of 1) dollar disbursements for policy reform and 2) the

technical assistance and in-6ervice training necessary for managing the grant,
monitoring the policy implemcntation, conducting studies and strengthening the
 
GON capacity for prorar monitoring.
 

Environment:& 
Action Fecomnended: Categorical Exclusion in accordance with 
216.2 (c)(2)[V1).
 

HEE Frepare-v: Erra Kers', 1-Project Development Officer, USAlD/Niger
 

Reviewed by: 
 Dennis Panther, Mission Environmental Officer, USAID/Niger'
 

Deternination: 
 George T. Eaton, Mission Director, USAlD/Niger
 

-3 

Approve ,Ad_,-T 

~~. fl'~ 12
 
Date: 
 A /f 

Bureau Environmental Officerss-Recommendation:
 

Approved:
 
:Bureau Envirro mental Officer, AFR/TR/7. P ,:i
Di sapr~ed :__________ 

Date: ( . I /' " 

Clearance: RLA, Anthony Vance r,,,P'
'
 



ANNEX:: C 

AVR, 1988_ _1 

ACTICN: 0GD0.~iN-FO: L1E: :: 

Mmrde le Dieb~ CbPR"
" 	 Programe de R4forme de la IUSAID 

Politique Economique au 

Niger DUE DA'E:L-26-r3.5 

J'ai l'honneur de vous adresser une requAte c"ficel.e ' ,
 
de F4fo,-,re de la Politique Economique au "":er ( .
 

Ce vise a octroyer une subvention au budget de 1'7-=-::
:rr--e 

souterir les efforts qu'il d4ploie pour la promotion d'un sete-- priv4 

dyTa7-ique dsrns le cadre du PAIPCE ainsi que pour les 4tudes e- anaivses
 

devat ccntribuer la r4alisation des r4forjes de politiquesl!~s
 

1'exD=:- t-ion des produits agro-pastoraux du Niger.
 

Je vous saurais gr4 des dispositions que vous feriez prendre
 

pour que le programae puisse Otre n~gocid, et l'accord de subvention
 

sign4 au plus tard la fin du mois de juin.
 

ALI4OUSTAHA
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ANNEX E
 

PAAD GUIDANCE ISSUES
 

The following issues were raised in 87 State 342071, Guidance for Niger FY 88
 
PAAD Design.
 

1. Choice of Design Options
 

The ECPR recommended that the mission pursue the option of design of 
a program

based upon disbursement keyed to adoption and/or implementation of policy
 
reforms and not use an investment fund.
 

USAID agreed, and the PAAD reflects that decision.. USAID..hap.also followed
 
guidance in 87 State 325792 as to monitoring requirements for local
 
currency.
 

2. Program Level and Strategy
 

The ECPR pointed out that "tight linking of the program level with policy
 
implementation need not be employed. What is important is 
the degree and
 
level of policy reform resulting from the program."
 

The decision on level of funding has been made on 
the basis of the "level of
 
policy reform," as suggested in the guidance. Analysis follows of "proposed
 
sources 
for increased revenues which will compensate for budgetary losses
 
after the 3-year ALPR. is over." Discussions of program impact and
 
assumptions, requested in the guidance cable, are contained in the body of the
 
PAAD.
 

3. Total Funding Level
 

USAID has proposed a funding level which is consistent with the importance of
 
the policy reform program and its attendant program support needs.
 

4. Technical Assistance Requirements
 

USAID has carefully reviewed the technical assistance, studies, training,
 
evaluation and audit needs of the program, and has eliminated any activity

which is not deemed essential, or for which other sources of financing might
 
be available. 'USAID does not have funds in its projected OYB over the next
 
three years to finance this component. The program support component is 
an
 
essential part of 
the reform program, and should be included as part of the
 
EPRP.
 

Program disbursement for year 1 of the grant does not depend on timing of
 
technical assistance, as the conditibns precedent for the initial tranche do
 
not require external assistance.
 



2 

5. Mission Program Assistance Strategy
 

The strategy is detailed in Section II.C of the PAAD.
 

6. Cash Transfer Strategy
 

USAID has 'followed 87 State 325792 in designing its program management plans.

Note that the sector grant will be for budget support for the private sector
 
initiative. 
 The GON and USAID will jointly agree on the allocation of the funds
 
to the ministries charged with carrying out the private sector initiative.
 

7. Monitoring and 1 aluation Plan
 

See Sections IV and V cf the PAAD and Annex F for monitoring and evaluation
 
plans.
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Analysis of Other Revenue Generating Measures
 

One of the instructions from AID/Washington for the design of the
 
PAAD was that the Mission identify "proposed sources of increased revenues
 
which will compensate for budgetary losses after the 3 year AIPRP is
 
over. The Government of Niger has identified other fiscal measures which
 
should more than compensate for the losses after the end of the program,

in particular revised taxation systems for business and better collection
 
procedures for the informal 
sector. It is conservatively estimated that
 
the Government can increase fiscal receipts by 3 billion FCFA a year with
 
a modest tax collection program.
 

Total GON 
tax revenues in recent years are summarized in the'iollowing
 
Table.
 

TABLE
 

Major Sources of GON Revenue, 1965 - 1986 
(b.llion CFAF) 

Category 	 1985 1966 19b7 1986
 

Corporate income taxes 7.7 6.6 6.7 7.2
 
Individual income taxes 5.6 
 6.2 6.6 6.9
 
VAT (domestic) 10.2 10.0 11.0 9.5
 
VAT (imports) 10.1 
 10.5 11.5 11.2
 
Import duties 10.1 10.4 12.4 11.2
 
Export taxes 
 4.9 5.0 4.2 4.2
 
Petroleun tax 
 2.8 4.9 4.5 4.5
 
Uranium tax 
 5.0 5.0 4.5 4.2
 
Other 
 6.0 6.7 6.2 6.4
 

Total 
 62.4 65.3 67.6 65.2
 

Source: 	 GON Annual Budget Projections. Note: prior to 1986 when
 
thE VAT was introduced, these funds came 
from transactions
 
tax.
 

It will be noted that the tax system is based primarily on indirect
 
taxes. 
 Only about 20 percent of tax revenues are generated by taxes on
 
incomes. In principle, everybody is subject to all taxes. 
 However, for
 
purposes of tax administration, taxpayers have been divided into formal
 
and informal sectors. The formal sector is required to keep financial
 
records on 
the basis of which taxes are calculated; the informal sector is
 
not required to keep accounts and taxes are therefore based on a rough
 
estimate of the level of business during the previous year.
 

There are no major problems in applying the various taxes to the
 
formal sector. For the income tax, each business pays a "minimum
 
forfeltary tax" 
(IMF) during the year, which is equal to 1 percent of
 
sales. 
 At the end of the year, the total taxable income is calculated and
 



the IMF payments are applied against the final income tax bill. 
 The only
serious flaw in this system is that the IMF is in effect a minimum income
tax. Even if there is no net taxable income at 
the end of the year, the

IMF is not refunded. The rationale for this practice is that many

businesses do not keep accurate records and this is the only way to 
assure

that all businesses pay their fair share of income taxes. 
 As part of the

private sector strategy under concideration, this tax is 
to be eliminated.
 

For the VAT, all purchases, including imports, are subject to the tax
(usually 17 percent) and payments are made to the Treasury on a monthly

basis. 
 The system requires a complete record of receipts. A business
 
collects the VAT on 
the value of its sales and keeps a record of the VAT
it has paid on 
its business related purchases. The difference between the
 
two is what is paid to the Treasury every month. The system'.Is simple in
concept, and as long as businesses keep accurate records, it is easy to
 
administer.
 

In the informal sector, the system is much more complicated. Since
these businesses by definition have no financial records, 
taxes must be
 
estimated. This is done through a system oi minimum taxes based 
on the
type of 
business and the apparent level of activity. There 
are two tax
schedules used for this purpose. 
 Schedule A divides businesses into eight

categories. A business can refer to the 
tax code to find what category it

is in and calculate its tax. Each business has two taxes to pay. 
 The
first is a fixed 
tax for local government (patente). The second, is 
an
 
estimated tax on 
income (impot forfaitaire sur benefices 
- IFB) which is
 
paid to the national government.
 

The other tax table 
(Schedule B) is specifically for importers and
exporters who import more than 10 million CFAF per year, 
or export more

than 30 million CFAY per year. 
 Schedule B provides for the payment of 
a
higher local government tax by commercial enterprises with annual imports

of more 
than 400 million CFAF, or combined imports and exports of more

than 600 million CFAF. 
 It will be noted rhat at this level of activity

businesses are not required to pay 
an IFB since it is assumed that they
are in the formal sector. 
 It should be noted that, legally, firms subject

to the IFB are also .aupposed to pay the IMF at 
the end of the year when

their level of sales 
can be estimated. 
This has been next to impossible

to enforce because, once again the 
onus is on the Government to do the
 
necessary calculations with few records to work from.
 

In principle, the formal and informal sectors should be subject to
the same taxes, i.e., all income taxes, the VAT, and import and export

duties. 
 In practice, the system fails because of the difficulty of
collecting taxes in the informal sector and the ease of evading taxes.

rhe end result is that the informal sector pays almost no taxes and the
formal sector is subject to extremely onerous tax rates, a 50 percent

:orporate income tax plus heavy property taxes. 
 The system becomes a
6icious circle because the less the Government is able to collect from the

Informal sector, the more it must depend on the formal sector. 
As tax
.ates increase in the formal sector, economic activity tends to shift into
 

http:system'.Is
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the informal sector. This results in a gradual but inevitable shrinking

of the tax base. (The fiscal policy implications of tnis situation and
 
the urgent need to increase the tax base are analyzed in the recent LmF
 
study, Propositions pour Elargir l'Assiette Fiscale et Douaniere au Niger,

by J. Baldet and J.-P. Cornely.)
 

The inability to tax the informal sector is a major fiscal policy

issue currently facing the GON. Basically, there are two problems. The
 
first is that there are many businesses in the informal sector that have
 
sales of more than 30 million CFAF per year and should be in the formal
 
sector, i.e., they are legally required to keep financial records. Some
 
of these businesses are known to have annual sales of hundreds of millions
 
CFAF. 
 The second problem is that there are hundreds of very.small
 
businesses that do not pay even the low taxes called for in lax Schedule A.
 

The inability to collect the VAT in the informal sector provides the
 
most striking example of the magnitude of the problem. The IMP study

referred to above estimates that the informal sector accounts for 80
 
percent of the value added in the Commerce sector, 55 percent of value
 
added in the Transport sector and 90 percent of value added in Other
 
Services. The following table indicates what this implies in terms of
 
lost revenues.
 

TABLE
 

Calculation of VAT for the informal Sector 
- 1987
 
(billion CFAF)
 

Informal Informal
 
Total % informal Value Added VAT
 

GDP 733.7 
of which 
Services 200.6 
Commerce 96.8 80 79.0 13.4 
Transport 30.7 55 16.9 2.9 
Other 78.1 90 70.3 12.0 

Total VAT
 
uncollected 
 28.3
 

Source: Ministry of Plan, IMF (1987), and USAID estimates.
 

The VAT is certainly the largest category of uncollected taxes, but the

informal sector also escapes most income taxes and considerable import and
 
export duties.
 

There are no easy solutions. On the one hand there is a large number
 
of taxpayers who are refusing to pay their taxes. 
 On the other hand,

although tax agents are well trained and procedures are in place to
 
enforce tax collections, it is simply impossible to audit every business
 



to determine its level of activity. Furthermore, attempts to collect from
 
the largest non-payers are usually unsuccessful because of their political
 
influence. As a result, it is generally agreed that increasing taxes from
 
the informal sector cannot be achieved through coercion.
 

It is clear that even a mildly successful effort to increase informal
 
sector taxes would generate much more revenue than would be lost from
 
eliminating the export tax. This means that if export taxes are removed
 
as part of an overall fiscal reform program, the loss in revenues is less
 
of an issue than whether or not the removal of the tax makes economic
 
sense as an export promotion tool.
 

It now appears that the strategy for increasing informkl.Aector taxes
 
will consist of a combination of improved information, increased
 
enforcement, and moral suasion. The following recommendations have been
 
accepted by the Government of Niger:
 

1. 	Accelerate the collection of data on businesses in the informal
 
sector, giving priority to the largest businesses. This effort
 
includes the improved flow of information from different sources of
 
data. The main sources are customs, wholesalers in the formal
 
sector, and the Public Works Department which has detailed
 
information on the level of business performed by individual
 
businesses for the public sector.
 

2. 	Use the above information to estimate and impose VAT and income taxes
 
on businesses that should be in the formal sector, but are refusing
 
to keep accounts. Procedures for imposing taxes on these businesses
 
exist but have so far not been employed.
 

3. 	Put into effect enforcement mechanisms for collecting unpaid taxes.
 
These include seizing goods at customs, temporarily closing
 
businesses, prosecuting intermediaries who act as fronts for larger
 
businesses who want to avoid the formal sector, and put legal claims
 
on funds owed by businesses to businesses who owe taxes.
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Annex F
 

Information Plan
 

Users of the Information - Major users of the information generated by the
 
monitoring and evaluation activities of the program are 
the Joint GON-USAID
 
program review committee, the private sector initiatives office of the
 
Ministry of Plan, the studies and policy divisions of the 'iLi'stries of the
 
Plan, Agriculture, Animal Resources, Commerce, and USAID/Niger.
 
A.I.D./Washington will be 
a secondary user of the information. Information
 
generated by the village consumption study will have 
a broad audience,
 
including the University of Niamey, ICRISAT, other donors and major
 
international organizations active in Niger.
 

Principal Objectives
 

The NEPRP program will contribute to the goal of diversifying and increasing

rural incomes. 
 The program's purpose is to promote policy and institutional
 
reforms which will foster increased exports of agro-pastoral products,

particularly through official channels. 
NEPRP will assist the Government in
 
establishing conditions in which exports can 
increase in a significant way,

and in which Nigeriens can take advantage of economies of scale and other
 
benefits relating to use of modern business practices.
 

NEPRP calls for a set 
of policy reforms and initiatives by the Government of
 
Niger intended to improve the policy environment for regional trade through

official channels. 
Policy reform under NEPRP concentrates on elimination of
 
export taxes on agro-pastoral products, easing of regulations and controls
 
which impede utilization of official export channels, and government
 
initiatives in export promotion and reform of regional trade relations.
 

Priority information needs
 

The policy reform program is designed with dollar disbursement in three

tranches on satisfaction of conditions precedent. 
 The tranches are scheduled
 
at one year intervals. 
 There are, then, annual decision points requiring

review and analysis of program performance. This review will be based on
 
evidence provided by the Grantee as 
to satisfaction of conditions, and on
 
results of program monitoring by USAID and the GON.
 

Program performance will also be reviewed on a less formal basis in

semi-annual program reviews with the GON at technical level, and in USAID
 
semi-annual PIR reviews.
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The management questions requiring review at key decision points include:
 

- are inputs being delivered on time, and are the appropriate in 
content? 

- have the inputs contributed to realization of outputs (reforms)? 
- has the GON met conditions for disbursement? 
- have reforms made had the intended initial effects? 
- were design assumptions correct? 
- does the program need modification in design? 

Monitoring Plan/Hanagement Information System
 

The Minister of Plan will nominate a steering committee for the program, which
 
will meet with USAID representatives at least twice annually to discuss
 
program progress and problems, in particular the status of pelicy reform
 
efforts and satisfaction of program conditionality. In addition, the GON will
 
prepare an annual report on program progress and satisfaction of conditions
 
precedent which will be addressed to USAID/Niger. Tne annual report shall be
 
used by Government of Niger and USAID senior management as a basis for
 
analysis of the progress made or problems encountered in the policy reform
 
program. Formal reviews of progress shall be held on at least an annual
 
basis, and will provide the basis for determining subsequent disbursements of
 
funds under this grant. They will also provide an opportunity to make
 
necessary adjustments or to correct any 
errors made during the design or
 
implementation of the program. 
 Formal reviews required to determine if
 
conditions precedent have been satisfied shall be co-chaired by the Government
 
of Niger and USAlD/Niger.
 

The monitoring plan for the program is based on 1) monitoring of design

assumptions to assure 
that the design is valid (and to allow for mid-term
 
corrections, if necessary), and 2) monitoring of 
the policy reform program
 
itself, with tie intention of assessing its effectiveness and eventual
 
impact. because the goal of the cash transfer is to provide general support
 
to the national budget, and as such funds will be mingled, and because there
 
is no local currency fund associated with this grant, USAID will not actively
 
monitor the specific uses of the local currency.
 

1. Monitoring of design assumptions
 

The key design assumptions have been described in section IV.E of the PAAD.
 
They are, to summarize:
 

- Lower prices will result in increased markets.
 
- Official channels provide access to larger, more profitable markets than 

unofficial channels. 
- Nigerien traders are willing and able to take advantage of these larger 

markets, either by expanding from within the official channels or shifting 
out of the unofficial channels. 

-
 Nigeria will not put up barriers to increased trade.
 
- In the long run, production can increase as 
foreign markets are developod.
 

USAID program managemeut will use the results of field visits, surveys and
 
studies carried out for this program and under other auspices to monitor the
 
validity of the design assumptions. USAID semi-annual project implementation
 
reviews will include this issue on the agenda. USAID will also use annual
 
internal control assessments as a monitoring tool.
 



2. 	Monitoring of the reform program
 

The first phase in monitoring of program performance is to establish the
 
baseline data to be used as a benchmark against which to measure progress. It
 
is a priority that this system be put in place early in the life of the
 
program, so that by the end of the first year a sound collection system is
 
ready to function. Data will be collected for the first time in year two of
 
the program. This information should come from Customs, Exterior Commerce,
 
and Contributions Diverses:
 

Customs:
 

1. Quantities of agro-pastoral products registered as exported through
 
customs, in particular cattle, cowpeas, skins and Vildes, and onions.
 
This information should be in standard, uniform quantities (i.e. tons
 
of onions, etc., not irregular measures such as "sacks of onions");
 

2. 	 The number of different firms or ipdividuals exporting, by product,
 
through official customs channels;
 

3. 	 Amount of contraband seized by customs (by uniform quantity), and the
 
value received for sale of that contraband.
 

Extericr Commerce:
 

.	 T'he specific number of licenses issued for export of the four
 
principal products (by product);
 

2. 	 7ne total quantities listed on the licenses, by product, in a
 
standard form of measurement;
 

3. 	 The total value of the goods listed on the licenses, by product; and 

4. 	 The number of different firms requesting licenses to export these
 
products, by product.
 

Contributions Diverses:
 

Produce an annual statistical report on tax collections which shows the
 
progress achieved in replacing, on a permanent basis, the foregone export
 
tax revenues.
 

Monitoring of - program will be accomplished through use of the reporting
 
procedures and joint Government USAID reviews described above. In addition
 
USAID/Niger will finance and administer a series of small surveys and studies,
 
financed from the USAID Trust Fund portion of the grant. Monitoring
 
techniques will include, but not be limited to:
 

- interviews over time with key informants (sample of formal and 
informal sector operators in various locations); 

- group interviews of farmers and herders in communities producing 
export commodities; 

- price surveys for key commodities 6 months, 1 year, 2 years, after 
removal of export taxes (farmgate, FOB, at Kano/Abidjan).
 

- market surveys in Niger and northern Nigeria.
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NEPRP monitoring will also benefit from studies and monitoring activities
 
under ASDG I and I5, and from technical assistance activities and studies
 
under USAID projects. USAID has already drawn from studies carried out under
 
the Integrated Livestock Project in design of NEPRP. Marketing studies to be
 
implemented under the Niger Applied Agricultural Research Project (NAR) will
 
be used by USAID management responsible for monitoring of NEPRP. ASDG 11, 
to
 
be designed starting later this fiscal year, will be designed to carry on from
 
ASDG 1, and to complement NEPRP.
 

Host Country Participation
 

The Government of Niger has the capacity to collect the types of information
 
required as 
the baseline data for use in monitoring prograp,performance. 2he
 
data are not now available in usable form. Customs regfst~rs exports in terms
 
of tariffs paid rather than by commodity. Data on movement of particular
 
products are not available at the national level. The Department of Exterior
 
Trade in the Ministry of Commerce does not have complete information on the
 
number of licenses issued for agro-pastoral products, the value of those
 
licenses, the numbers of different firms requesting them and whether the
 
licenses were actually used (and if so what portion). Similarly, the
 
Direction of General Taxes is unable to say how many patentes were issued
 
around the country and the amount of revenue collected from those patentes.

In many cases this infotmation is available at departmental level only and
 
never aggregated.
 

The data needed to establish the point of departure and measure the progress

of the program exist but cannot be accessed in any meaningful fashion now.
 
The various services need technical assistance to help them establish the
 
systems necessary to be able to retrieve relevant information for the
 
program. A specialist in Management of Information Systems (both computerized
 
and non-computerized) will analyze the present systems in use, determine
 
specific information needs of the departments, and then design new systems
 
(and train the staff in their use) which will allow access to that information.
 

Budget
 

The evaluation component of the project is budgeted at J450,000. In addition,
 
approximately 
 l100,000 will be disbursed for monitoring from USAID Trust Funds.
 

Estimated evaluation requirements
 

The evaluation plan for this program will focus particularly on the end
 
results. It is a three year program and the baseline data needed to evaluate
 
the program will not be available until the end of the second year.

Therefore, the program should not have a mid-term evaluation, but should focus
 
on an in-depth ex-post evaluation, eighteen months after the program's
 
completion. In addition, given the long-term implications of the policy

reforms and the time required for response by the commercial sector, a second
 
evaluation should be programmed three years after the end of the program,
 
possibly under the second phase of the Agricultural Sector Development Grant.
 
Funding for the evaluations will be from USAID funds not related to NEPRKP.
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The program will finance an IFPR! (International Food Policy Research
 
Institute) study on village-level consumption and revenue. This study will
 
provide a baseline for examining achievement of policy reform program goals of
 
diversifying and increasing rural income. 
 The study will survey four villages

in food deficit and intermediate zones over a one-year period. The data will
 
be combined with existing ICRISAT data for the same villages (1982-86) and
 
analyzed to determine the impact of agricultural policy reforms, especially in
 
the area of food policy, on the sources and uses of incomes in the rural
 
areas. The study will give USAID a detailed view of income sources and levels
 
in these zones, current drought coping strategies, and degree of food
 
self-reliance in the villages. A follow-up survey, possibly financed by ASDG
 
II, could look at changes in the pattern of production, revenue generation,

and village market integration after the NEPRP reforms keve.1had time to have
 
an impact. The results of the study will be used to engage the GON in a
 
discussion of policy monitoring via baseline studies and periodic follow-up
 
surveys. 
 NEPRP will also include a fund for small tvaluation studies to be
 
conducted jointly by the GON and USAID during the program implementation. The
 
subjects of such studies will be decided during the course of the grant.
 

The two ex-post evaluations will attempt to measure contribution to the.

Government oU iger's goal of increasing production and exports of
 
agro-pastoral products. The focus of evaluation will be 
on increased trade
 
.er se 
and through official channels, the relative importance of the informal
 
sector in fiscal contributions, and the increased efficiency of markets. 
 The
 
impact will be measured in several different sectors. First, by changes in
 
the amount of trade passing through official channels, taking into
 
consideration the variations caused by climatic factors. 
 Second, by

estimating the total exports of agro-pastoral products, including the use of
 
unofficial channels. Third, the number and scale of individual exporters
 
involved in each commodity. Fourth, Niger's relative position in its export

markets vis-a-vis its position in 1988 (i.e. what are the changes in market
 
share). Fifth, a comparison of the prices in the different zones of Niger to
 
see if there has been any increased efficiency in the marketing channels
 
resulting in higher prices in the interior of the country. 
Sixth, whether any
 
new administrative restrictions to trade have been put in place. 
 Lastly, a
 
measure of 
the relative importance of the informal sector contributions
 
towards total fiscal revenue in comparison with 1988.
 

The first ex-post evaluation will probably provide very limited information on
 
many of these criteria, which points to the strong necessity for another much
 
later evaluation of the impact of the policy reform measures undertaken by the
 
government. The second evaluation will also provide a basis for measuring the
 
rate of change and adaptation within the private sector. It should also
 
provide some insights into whether the Nigerien informal sector can be
 
convinced to move into official channels, with their increased "transparency"
 
and high visibility.
 



ANNEX G
 

SOCIAL SOUNDNESS ANALYSIS
 

The NEPRP is intended to contribute to an increase in rural incomes
 
and a diversification of rural sources of income as a way of
 
improving the standard of living of Niger's poor majority. This
 
annex assesses the social and institutional environment through

which the impacts of the policy changes will be transmitted to the
 
intended beneficiaries.
 

The basic economic reasoning supporting the design of the NEPRP
 
begins with the changes in the foreign trade regime. Export taxes
 
will be eliminated and the administrative procedures in the
 
exporting process will be simplified. These reforms will increase
 
the profitability of transactions already taking place through
 
official (leaal) channels and will induce a shift in exports from
 
unofficial to official channels. Traders of agro-pastoral
 
products, operating in a competitive market, will react to this new
 
business opportunity by expandig, their volume of trade. Most of
 
this increase in exports will be sold in Nigerian markets, although
 
Cote d'Ivoire will be an important destination for some products.

As the deman] for agro-pastoral products increases there will be
 
upward pressure on product prices.
 

Farmers and herders will benefit from these price increases.
 
Production practices can be expected to shift in favor of those
 
products for which net income to the producer has increased.
 
Ultimately, the incomes of rural households will be generated by 
a
 
wider variety of crops, both rainfed and dry season crops, and
 
these crops will be marketed in markets which are well connected to
 
the major west African population centers.
 

The successful evolution of this program as described above depends
 
on the social/institutional environment of trading in agro-pastoral
 
products in Niger.
 

The Trading Environment
 

Although there is some degree of product specification among

traders, they are for the most part engaged in multi-product

operations. Livestock traders, for example, may be divided into
 
two categories: the large urban traders and the rural operators

who work on a much smaller scale. The urban traders may in turn be
 
subdivided into two groups; the very large traders who are
 
diversified into a wide range of international trade, of which
 
livestock is just one commodity; and the large livestock exporters
 
who specialize in that trade. Urban traders need not be based in a
 
department capital: a number of the large livestock traders are
 
based in arrondissement capitals.
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Traders may travel to important livestock markets over several
 
arroundissements and buy dozens of animals in a given market.
 
They buy animals which are already fattened and ready for
 
slaughter. If they are very large and diversified operators, they
 
may merely send representatives to do this work for them. In this
 
way they may build up an export herd of over a hundred animals in a
 
week or two.
 

Most of their animals are exported illegally but, because they are
 
widely known as livestock exporters, they export a few"'herds of
 
animals legally: to do otherwise would be to show excessive
 
disrespect for the administration, there follows a description of
 
the normal economic behavior of these exporters, unhindered by
 
official export regulations.
 

Once the export herd has been formed, it is entrusted to a team of
 
drovers. The animals are typically smuggled on foot across the
 
border at the dead of night, and continue on to a specified border
 
market in Nigeria. The trader of his representative travels by
 
car, independently of the herd, and rendezvous with it in the
 
market. Here, depending of price information, he may buy more
 
animals or sell some, but usually he is not as interested in the
 
market itself as in the trucking facilities which are based there.
 
He hires a lorry and organizes the loading of the herd into it.
 
The lorry sets off for a southern market, usually Iban or Lagos.
 
He may continue by car or by plane, depending on his means and
 
status, again meeting his herd at its destination.
 

Once the animals are sold, he returns to Niger, with Naira to be
 
changed on the black market into CFA francs (if he is a specialized
 
livestock trader), or with a selection of goods purchased wholesale
 
in Nigeria with the proceeds of the livestock sale (if he is a
 
diversified operator). The profits of this vertically integrated
 
pperation can be substantial, although the average includes losses
 
as well as large gains. They derive mostly from the traders'
 
ability to mobilize capital, to coordinate transport over long
 
distances, and to form and maintain international contacts in final
 
consumption markets. Large capital resources are needed to buffer
 
losses and to accommodate the delays in payment often encountered
 
from butchers in southern Nigeria.
 

Rural operators will tend to work on a much smaller scale, often
 
having only enough working capital to purchase a few animals at a
 
time. Their animals may be fattened for a while before being
 
exported. Cattle to be grown out may be used as traction animals
 
for a while before being sold across the border as fully fattened
 
animals. These operators will often live close to the border, or
 
have drovers who do.
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The animals will tend to be smuggled out at night: or pose as local
 
animals grazing near the border and then cross when the coast is
 
clear; or merge with the indistinguishable herds of transhumant
 
Fulani when they return south at the end of the rains. (This last
 
ploy is often possible at just the time when the increased remand
 
from southern Nigeria for Christmas beef is boosting prices). Once
 
across the border, they will head for the nearest livestock market
 
and sell the animals, possibly buying some Nigerian goods before
 
returning home. They are wary of the risk of going.dqper into
 
Nigeria, having little capital and few contacts other than friends
 
and family in the marches.
 

Small trader profits come from fattening and the value-added in
 
successfully taking the risk of crossing the border, in whi-ch they
 
have a comparative advantage, rather than the co-ordination of
 
large resources. Although their total profits are, on average,
 
much less than -hose of large operators, they are likely to be
 
higher per animal, because of the fattening and because they can
 
wait and sell when they are sure that prices are favorable in the
 
nearby Nigerian market.
 

Although it is likely that there are far more of the small-time
 
operators earning at least a partial living from what might be
 
called petty livestock exports, the consensus is that the majority
 
of the animals exported -- legally and illegally -- belong to the
 
large traders.
 

The fact that these traders operate in both official and unofficial
 
channels demonstrates their ability, under the right set of
 
circumstances, to expand their level of business operations in
 
official channels.
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