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2. There are no human rights issues.
 

3. 
 Because there are no changes in the conditions of the grant regarding

environmental issues, the original determination of a categorial
 
exclusion holds.
 

4. Technical analyses are sound.
 

5. All issues raised by the AID/W project comittee (State 225146) have 
been adequately addressed in the PAAD 
amendment.
 

D. Imrplementation Plan
 

The in; <rentation plan of this amendment 
uses the practices approved under

the or' 
a:al ASDG FAAD and implemented in the existing program.
 

L. .,,jor Irlerenting Agency
 

There is no change in major implementing agencies for the GON, with the
exception cf a chane in 
name of the Einistry of Plan to Mfinistry of Plan and
Regional Fhini. is change took place after the FA.AD Azendrent was 
written.
 

F. Procurerent lan
 

Of the &r7,000,OC0 fl,900,000
a[roximately will be obligated through a limited scope grant agreenent to finance a direct grant (OPG) to the Credit Union
National Association (CLN.) a U.S.-Lased cooperative development organization
registered ly A.J.D./Washington. Implementing the grant will Le 
the World

Council of Credit Unions (WCCU), a CUNA affiliate. 

A further $2C'0,0C0 will 
be used to complete financing for the existing dilect

AID technical assistance contract witl the University of .iUchigan.
 

The remiri'er of the fundin. i4,900,CCC0 will be in the form of a dollar 
resource transfer (sector grant) to the Government of Niter. 

G. Condit-'ons: and Ccvenants
 

The revised conditions are set forth in 
 the FAAD Azendment attached to this
 
action eru.
 

H. Sectizjn 121 (d)
 

Specific section 121 (d) certification procedures have been approved for ASDG.
 

III. Program Assistance Copletion Date
 

The pilot credit union activity has a proposed life of three years, 
two years
beyond the existing FACD of ASDG. 
USAID initially considered requesting that
VOCCU present its project proposal to the Government of Niger for funding

under jointly managed local currency Counterpart Funds associated with the
 
grant program. Disbursement of these funds is not limited by the PACD.However, use of local currency Counterpart Funds presents the disadvantagEc ofnot allowing direct A.I.D. oversight of the grantee. Further, financing cf an

activity with substantial foreign exchange 
costs with local currency is

inconvenient, particularly with fluctuating exchange 
rates.
 

77,
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After consultation with WOCCU and exploration of alternatives with RLA Anthony
 
Vance, the USAID Project committee decided to opt for a direct grant (OPG) to
 
CUNA-WOCCU. This requires extension of the ASDG PACD to 9/30/91 for this one
 

component only.
 

IV. Justification to Congress
 

The Congressional Notification waiting period for this amendment expired on
 

July 26, 1988.
 

V. 	Authority
 

You have been delegated authority to approve this PAAD amendment and to
 

authorize the codifications in the program (State 225146).
 

You have authority under Africa Delegation of Authority 551 to extend the
 
Program Assistance Completion Date (PACD) as long as the total life of program
 

(LOF) does nct exceed ten years. In extending the PACD for two years the
 
total LCF lcccaes slightly over seven years. This is well within your
 

authority to arve. 

VI. Recom:cncatfor.: 

It is reco=.ended that: 

A. 	 You sign the attached FAAD Facesheet Amendment of the subject Grant to add
 
17,000,0C0, from the Development Fund for Africa. The total funds
 

available for the Agriculture Sector Development Grant will be
 
$45,915,0Q(, with 422,637,000 in Sahel Development Program funds,
 

116,278,0''0 from the Economic Support Fund, and 7,000,000 from the
 
Development Fund for Africa.
 

B. 	You sign below a Troving the extension of the PACD to 9/30/91 for the 
pilot credit union activity only. 

Approved: 	 ______________ 

Disapproved:
 

2?-----
Date: 	 223 

Draft: FDC;EKerst _.____Date 8/1/1988 , WG:0179b/SI 
Clear: AD:RBloom (Draft) Date 8/1/1988

ADO:EGison 	 a D'te
 
EX:J}ayDer Date
 

D/EC'O;: P;artn ,,,iL- Date
 
CONT: REenry ±-Date -/
 
FROG: LDouris DatE 

FLA:X2-1ex a n dder - -Date 

__ 

i ''-" 	 /
 

/
 



AID_______ CL ASSIFICATION . 

AID Il~D-I • . P~l*0 NO, 

683-1,-602C; 683-Y-601B; 683-Y-601C
 
aCOJINIE[RNATIONAL DEVELOPMENT a. co ,,AGENCY FOR lmv, 

PAAD PROGRAm, ASSISTANCE Cash Transfer 
APPROVAL DOCUMENT
 

4, CATI
 

George T. Eaton, 1Yission Director *.cs ,.c-iasg
 
PO. 
 /$7,000,000 


DFA
 
Louanne Douri .'A/Program Officer o r. $7,000,000 DFA 

22,637,000 SDP
 
6. AS"mC A. 1C, IC O . , ll..T APPCmrIA LPPto,. i

7,000,000 72 GS'sA-8~~-~ 
IS PL ~ Il OCA6 CLJ.ft..Cv &AAN9.ZNT To is If.A1&C 09LIKA 54~C '-tSO5-11 

FDL~a 1C-'.. AL -nVO-.AL. [DkONK o 9 A8E 
.5 C.....O. L° " " "l.*..CI. . 

SI €CS 1jI *[ Jfl; 1 I A LO€ C 

StYVOC LOPOP.C 
UFS. Y u. Fy 8 LO 

L .... F 2.L 6(.-1 000 Ihd,F..: ~ ,0O .. I,F".. " Q9-f'fj ~ C:.. , 

This amend::cnt a--plifies existing conditionality under one component (rural credit,, 
of the A,:riculture Sector Development Grant, increases funding fcr techn:,ical
assistance, and finances a pilot credit union activity through an OPG. The 
a.-,en~nt increases the life of program funding, modifies ccnditicns pree~cnt
 
for the fifth incremcnt and increases ftinding for that iicrezent.
 

This Agriculture Sector Development Grant (ASDG) is a resource transfer with
 
a technical assistance component. It is justified 
both in terms of acl.ieving 
desirable and significant agricultural policy reforns which act to promote
 
increased production and rural incomes in the long terr,, and of the need to
 
provide domestic capital to support ongoing development activities.
 

IS- CLI- .C&I CATS Ilt ACAIOTION
 

P~'nr- -'-..03 2 2 

~~~5~ r' ',Iadcr-

f v~~~S 
n C .I-E 5. 

C L ASSI FICA 7 ON: 
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This anenc ent provides
$45,915,000 over 

an additional $7,000,000 for a new total ofthe 	life of the ASDG. This amendment will provide the fifth
increment of funds for the ASDG. The funds in this amerdent consist of

$7,000,000 in Development

Fund for Africa funds 

Fund for Africa funds. The total of Developmentmade available under the ASDG thus amounts to
$7,000,000, the total of Economic Support Funds equals T16,278,000, and thetotal of Sahel Development Funds $22,637,000.
 

To date, grants (conditional dollar disbursements) have been made available in
increments of $7,000,000, $9,500,000, $9,873,000, $2,627,000 and $5,915,000
for 	a total of T34,915,000. A total of $4,000,000 has 	been made available todate for direzt payents by A.I.D. of foreign exchange and local currencycosts of technical assistance, policy studies, workshops, in-service trainingand 	 support a!,t evaluation and audit. This Amendment, subject to theavailability of fun-ds an J the mutual agreeL-ent of the parties to the terms andconditions set forth herein, provides grants (conditional dollardisb-'rseC-ents) of additional 4,900,000 for a new total of 39,8)5,000. Anahditional $2G0,030 will be made available by this AerdTent for directpayments by A.I.D. for technical assistance and related support items listedabove for a new 	total of $4,200,000 and $1,900,000 will be used to fund agrant to WOCCU to in leent a credit union project intervention. Each of theconditional dollar disbursea-.ents, but 
not 	direct payments for technical
assistance a7d 
the 	credit union interventions, is tied 
to CondAitions Precedent
%hich confirm progress in the implementation of the policy reform program.Moreover, the Goverrment of Niger (GCc) is expected to deposit in the speciallocal currency and Trust Fund accounts the 	local currency equivalent of each
dollar disburse-nent under the 	grant. 

The 	Conditions Precedent for this Ame-dent are:
 

1. 	Co-clete a review of existinc statutes and legislation and develop a planof action to assare that the appropriate legal frame-ork is set in place
to foster credit union development;
 

2. 	Grant interim legal status to credit unio:is supported by the USAID projectperr. itting th to transact business with all 	rights in law, including theright of enforcement of contracts and legal redress. This interim legalstatus will 	 by thebe provided issuance of an AdTinistrative Decree orMinisteriel Arrete no later than ninety days after the signing of the

Grant Agre-,ent A,,erTent. 

3. 	 Grant ex-ption to credit unions supported by the USAID project frcx,current laws or 
statutes 9overning banks, financial institutions andcooperatives. This exerption will be provided by the issuance of an
Administrative Decree Ministerielor Arrete no later than ninety daysafter the sic.iing of the Grant Agreement Amendiment. 

4. 	 Prepare a plan for implementation of the proposed policy changes that willbe execute prior to the om~pletion of the ASDG progracn. This will 
include: 
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(a) Reducing the average rate of subsidy on agriculture inputs to not
 
more than 15 percent of the delivered cost of the inputs;
 

(b) Elaving in operation a tender and bid system for reconstituting OoVN 
stocks for all purchases ind sales; 

(c) Maintaining a minimun level of 6,000 tons of village level grain
stocks through arrangeaent.s with cooperatives and groupaients 
mutualistes;
 

(d) Liberalizing, simplifying, issuing aand informing the general public
of procedures for cross border trade, especially for coA-peas and 
livestock, by eliminating legal and administrative barriers to
 
participation in cross-border trade and relying on market forces;
 

(e) Continuing exp-ansion of private and cooperative sector participation
ir,prodjction anj distribution of agriculture inputs, cereals 
mrarketing arO distribution, agriculture credit and cross border 
trade. This inc~odes reliance on free market prices and continuation 
of the p:iicy of not issuing official prices for cereals; a-d 

(f) Contining to maintain the implementation of the Seed Action Plan.
 

The last three prar phs of the PAkD a7,endient 3 are deleted and the
 
following is s7Dstitutej.
 

The FY 1955- d:llar disbursem-ents or resource transfers covered in this PAkD
aTne:iT.'ent consist of: ,4,9DO,00u fror the Development Fund for Africa. 

Tnese corditiorzl dollar disbu'rse7,ents or resource transfers for FY 1988
oblications will be disburs- after the Grantee has met the Subsequent

Conditions Preced-ent for disb:rsem-ent of the fifth increment or tranche as 
amerxie- as sez forth above. 

In afition, lt2,10,0CQ of velopnent F.inj for Africa funds will be disbursedfor technical assistance and pilot credit: union activities. Disbursement of 
thjese funds is not tied to meeting of sdbsezj:ti conditions precedent. No
A.I.D. fund4s will be rraje available for credit under the pilot credit union
activity. me grant to WX'CU will be to supp:rt the costs of setting up aj
m:rnitoring pilot credit union activities. Funds for credit will be from 
res-ources of credit union nt7ners theTselves. 

All of the other Con.itions Precedent and Covenants, as well as other
provisions set forth in the original PkAD signed on August 14, 1984, as 
ar,ended on July 10, 19HC, July 23, 1986 and July 2, 1987 remain in effect. 



Niger 
ASDG PAAD Amendment No 2.
 

June 1988
 

Tatle of Contents
 

I. Executive Summary and Recorrendation 1
 

A. The Request: 1 
B. Background 1 
C. Program Assistance Description 1
 
D. Irp]ementation 3
 
E. Other Donor Support 3
 
F. Program Benefits 3
 
G. Su =-rv Fin ints 
 4 
H. Fe ccon::= :nd:I-t 4 n 4 

II. Frogram !cscriticon 6
 

A. ?'Macrc'ccno=4c a:,d Sectoral Prob2ems 6
 

2. Te croeccr o-i Situatfon 6 
2. Govrc.nt Finr.ce in the Agriculture Sector 6 
3. AgrIculture Sector Settfng and Constraints 7
 

B. Descrirttion of Azendrent 9 

C. JustificatiCn for the A.-cnd"I.ent 11 

D. AID A4rlculture Sector Develozc-.t Grant Program 12
 

c f AS.. /K'en :7rrt to AID Strategy 12 
in biver 

2. PurT.:,se of the ASI>? and A.n-,nt 15
 
3. Fro -.. er:nt Outputs 17
 
4. ]rc~ra-... rt Inputs 1
 

III. Program STeciflc Analysis 19
 

A. Macroeconocic Analysis 19
 

1. Overview, 1986-19E7 19
 
2. The Stalilization Program 20
 
3. Develcprent Planning 21
 

B. Agriculture Sector Analysis and Rural Finance 22
 

1. Background and Overview or Rural Finance in Niger 22
 
2. Macroecono:ic Influences on Niger's Financial Sector 23
 

http:Govrc.nt


3. Formal Agricultural Credit and Savings Programs in Niger 24
 

4. Informal Credit and Savings 	 26
 

5. ASDG Policy Implications 	 29
 

C. 	 Program Impact 30
 

1. Yacroeconozlc Impact of the Amendment Revision 30
 
2. Agriculture Sector Impact 	 31
 

D. 	 Social Soundness Considerations 31
 

IV. Program Imrlementation 	 33
 

A. 	 Overall Implementation Responsibilities 33
 

1. Government of Niger 	 34
 
34
2. AID 


B. mlecnntation of Policy Reforz 	 34
 

1. I.ppec-entation ResonsiHllities 	 34
 
2. Fol-c l 7-e-entation schedule 	 35
 

C. 	 Co c--' liar I. urs'L : ts 37IditC f- F 

D. 	 Local Curreny X'anagement 1rocedures and Implementation 39
 

S C- & C U- C 

E. 	 Ct :cr Fcrern Excl,angce Co::p.r.c-ts of the Program 4C 

F. 	 Frnancial }!an 40
 

V. Inforc. tion Ilan 	 44
 

VI. Cori/t~cns Frecedcnt, Covenants and Negotiating Status 53
 

53
A. Cndit'cr. :r~coznt to SubsCCuE.t IDsbi.urse7et 


I. 	 Ccn-ditJc-s ,rcCEEnt to Dsursenent of Local Currency 54
 
6 neratcI
 

54C. C'.cr.11ai C, nnnts 
D. 	 N c) ot at i Status 54
 

Annexes
 

A. 	 LoFical Framrcork 48
 
B. 	 Letter fro: the Xinister of Agriculture 
C. 	 tJD/W apTcva, Fedelegatior. of Authority 

D. 	 WCCCL' Troic'sal for Credit Union Filot Program
 

DOC. 	0071b/SI 



I. Executive Summary and Recommendations
 

A. The Request
 

The Government of Niger (GON) has requested a secon! amendment to the
 
Agriculture Sector Development Grant (ASDG) Program Assistance Approval
 
Document (P!AD), to further implement the necessary policy reforms in the area
 
of rural financial markets, more specifically to carry out the recommendations
 
of the agricultural credit study by establishing the framework for formation
 
of credit unions. The amendment will amplify an existing condition precedent,
 
and increase the life of program funding by 17,000,000 from 38,915,000 to
 
t45,915,000.
 

B. Background
 

USAID/Niger included a condition precedent in the original PAAD requiring that
 
the GON undertal:e a comprehensive study of the rural financial sector in Niger
 
to formulate apprcprlate policies to promote the development of rural
 
financial markets. The GCC and USAID/Niger, with the assistance of Ohio State
 
University (CSU', completed the study in October 1986. The principal 
conclusions of t .e study were: there is a marked absence of an institutional 
system of fincancial intermediation in Niger; standard banking functions are 
underdeveloTpd in the administrative framework of productivity Frojects and 
other progra developing tle rural economy; and only indigenous mchanfsms of 
savings a-c 2oan activity play out a rudimentary but useful role of 
inter:zed *t n the- n'estm-nt flows in rural areas. The study made three 
recommen-L-tons: I) closing the central agricultural credit institution; 2) 
maintainp project-specific lines of credit through various productivity 
projects as an interim measure of administering agricultural credit; and 3) 
promoting village level savings and credit cooperatives, i.e., credit unions. 

The study's results and recommendations were reviewed by a CON-sponsored Round 
Tahle held in Decemher 1986. The study's recommendations were accepted by the 
GON and key donor crganizations. In support of the study's reco-endation for 
the promoticn of credit unions, USAID/Niger included a condition precedent in 
the July ASDJ Aendme.t requiring that GQ.N take appropriatel9E7 zAD the 
action in accorCd-.cc with the conclusion and recomendations of the study to 
encourage tl.e ve'evonent of rural financial markets. 

Su uen'tly, t.e OCX n' USAID!/iger sought the services of the World Council 
of Credit Unions ('C7) to further analyze the potential for a credit union 
movement in rural Niger, includling the identification of the requisite policy 
reforms needed to promcte credit union development. WOCCU completed two 
consultancies to this erd, in April 1987 and November 1987-January 19E8. VOCCU 
assisted USAID in identifying the necessary policy conditionalities to be 
included under the proposed ASDC amendment and provided a technical 
description of a credit union project. 

C. Frogra .s-istance rescription 

The ASDW's goal, purpose and outputs will remain unchanged from the July i987 
FAD Amendent. r-,ey are stated in section lI.C. of this amendment. 
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The amendment: 1) aLplities a component of one of the conditions precedent to
 
tue uisburseient of Lte iourta tranche o U.b. ooilars as oescribed in section
 
VI.A. (Lonaitions ana Covenants) oi this PAAD Amenciment; 2) increases the life 

of prosram tunGon8; ann 3) upGates tne July 15o7 tkiv-b 'Amendment uhere 

appropriate. 

lie iiiutb 01 tne AbDG consist o1 i) connitlonai GoIlar disbursements; 2) 
equivalenr local currencies Gerived from the Grant; and 3) technicai 
assistance for pciLcy formulation ana implementation suetort. 

This amenament aads a total ox 47,UUU,UjU of which 1200,00U is for technical 

assistance in policy analysis. iie implementation of the policy reform 

progran will continue to be supportea by specific policy studies and the 

oeV lojMenL 0i a policy analysis unit in tne Mrinistry oi Agricuiture to help 

ensure toe continuation ot effective policy formulation and implementation. 

A, roximately l of triis amenament will be in the forl of the 

cooperative agre-ent %atn VOLub ior a Pilot Lreit Union activity. 

1:1 12i1uLl rar& increasec from o,1,U to 45, 15,OU asU tctil ,,ill bu 
Presentt: in t:,c iciUowfng suza.ry tat ie. 

(iuncing bourcc uou L.S.) 

'mis renCent IN- Iotai 

DIA SDP LSF SDi LFA 

r~oLs 

Lonitional holiar 4,tuu 15,62/ lb,27o 3,U10 4,90u 

t tLu - L,L,:nt-c Cre - - UL' 

2ec,.nicLL astance ZOU 3,UU/ - - 2u0 

oicy Stuies, 
Sez:_,dr. , or~a:,u 722 - - 

---
In service traininL and -8 

suport 

173 - - -Lvaiuation 


-6u - -
Auit 


2otai: 7,uUu 1,Uz/ lo,27b 5,Uiu 7,UuU 
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D. Implementation
 

The executing agency for this program will continue to be the Ministry of
 
Plan. The technical assistance portion of the program includes an AID
 
cbntract for long-term advisors and short-term consultants. The contract is
 
with University of Michigan, which has subcontracts with Abt Associates and
 
Tufts University. Thu credit union development component of the program will
 
be implemented by a grant to the World Council of Credit Unions (WOCCU)
 
through a Limited Scope Grant Agreement with the GON.
 

E. Other Donor/Suppcrt
 

The International Monetary Fund (IMF) and the International Bank for 
Reconstruction and Development (IBRD) are major donors in the field of 
economic stabilization and structural adjustment. Niger had IMI stand-by 
arrangements in effect from August 1984 through December 1987. The government 
entered into a three-year, SDR 21 million Structural Adjustment 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 program seeks to foster conditions of increased 
private sectcr activity by reducing the structural obstacles to econromic 
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 of the SAF arrangement. 

The IBF-D and the Government of Niger developed a structural adjustment credit 
program ir.198C. The program will continue throught 19P8 and disbursements 
will total 168 million. The objective of the program is 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. 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 
ecozc-m:c Incentive policies, improving their legal and institutional framework 
and selected privatization and divestiture efforts. Finally, the structural 
adjustrent progra calls for the same agricultural policy changes as the 
Agriculture Sector Development Grant: liberalization of cereals marketing, 

reduction ef agricultural input subsidies, and improvement of the agricultural
 
credit system.
 

F. rC.gram Benefits
 

In addition to the macroeconomic and sectoral benefits described in the July 
1987 PA-D A.-endment, the people who will benefit most from the policy reforms 
promoting credit union development will be the rural populations in the Maradi 
and Zinder regions where the initial pilot credit union activities will be 
supported. It is estimated that at the end of the three year period, credit 
union membcrshlip will be betw'een 1500-3000. Some of the short-term benefits 
which will be realized during the three-year project period will be the 
increased mobilization of rural liquidity for productive investments in the 
rural economy. Financial services will be provided in the project zone which 
lower the cost of borrowing while raising the yields on savings leading to an 
increase in both activities. Community awareness and training in accounting 
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a-d financial managenent will increase the potential for longer-term 
development investments and local community management of their own financial 
resources. Credit unions will support all aspects of the rural economy: 
production, consmnption and oomercial enterprises. Increased liquidity
 
circulation and more effective financial intermediation will have secondary
 
benefits of catalyzing the overall rural economy and increasing enployment in
 
off-farm and agricultural support enterprises. A source of consumption credit
 
will alleviate the econmic strains brought on by drastic food price 
fluctuations over the year as well as allow farm families to take advantage of 
grain marketing opportunities.
 

The principal policy benefit for the GC . is that it does not need to provide 
massive infusions of capital fron the public budget to support an agricultural 
credit institution or create a costly administrative infrastructure for its 
functioning. 

G. Srr-T.ary Findings
 

From the review and analysis of the PAkD Amendment, USAID/Niger has found that:
 

1. The propose-d progra. sector assistance and the provision for disbursing 
funds urer the grant are tecknically, economically and adinistratively 
so un5;
 

2. The tiring a~nd fu.-ding of the progrr ammerndent are scheduled appropriately;
 

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

4. All statutory criteria have been met.
 

H. Recar,end at ion:
 

The project ca rittee recorends that the Director, USAID/Niger, approve the
 
ASDG P.AD A-er-ment in an a:-ount not to exceed $7,000,000.
 

The Grant as a rJed will consist of 3.,815,000 for conditional dollar
 
disbursefT,erts tied to speCific policy changes, 4,200,000 for technical
 

assistance, pDlicy studies and irTplaTentation support and $1,900,000 to be
 
used to fLnj a crant to WX-1-CU for the ipleTentation of a credit urdon project
 
for a tctal of $45,915,003.
 

This PrVAD a-,lifies a canponent of one of the conditions precedentamperj7ent 

to disburs.ent of the fourth tranche of U.S. dollars and increases the life
 
of progrr: funds.
 

The Agriculture Sector Development Grant (ASDG) remains a resource transfer 
with a technical assistance corponent. It is justified in terms of achieving 
desirable ard significant agricultural policy reforms and provides domestic 
capital to support ongoing developTient activities. 

This arenJrent provides an additional 7,000,000 for a new total of 
$45,915,000 over the life of the ASDG. It will increase the fifth increment 
of funds for the ASDG.. The funds in this PAAD amendment revision consist of 
7,000,030 from the Development Fund for Africa (DFA). The total a, unts by
 

appropriation are 22,637,00 SDP, $16,278,000 ESF and 47,000,000 DFA.
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To 	date, grants (conditional dollar disbursements) have been made available in
 
increments of 17,UU0,UUU, 7,50u,UOu, i9,b?3,UU, $2,627,Ouu, and 15,915,000
 

for a total of i34,915,0UU. A total of t4,0U0,0UU has been made available to
 

date 	for direct payments by A.!.D. of foreign exchange and local currency
 
costs of teconical assistance, policy studies, workshops, in-service training
 

and support, and evaluation and auait. 'nis Amendment, subject to the 
availability of funds and tne mutual agreement of the parties to the terms and 

conditions set forth herein, provides a grant (conai'ional dollar 
disbursements) of an additional t4,9LU,GUU for a ne, total of i35,b15,6U0. An 

additional 2UU,UUoU hiil bi2 made available by this Amenanent for direct 

payments by A.I.D. for technical assistance and related support items listen 

anove for a new total of '4,zuU,UUU, and ii,' UU,U0U wail be used to fund a 
Liditen Scope Lrant Agreement (LSGA) which will be used to finance a grant to 

uLLO 	to 1mplement a credit union project intervention. a-ach ox the
 
connitio'nal dollar disbursements, but not direct payments for technical 

assistance ann Lfe L oA, is tieu to Londitions I-recedent '.nich conlirm 
progress in the inlementation of tne policy reform program. Noreover, the 
GovernLment of ier (oo:,) is expecteu to uepusit in the special local currency 
and arust funcd accouts tic local currency eiuivalent of each Gollar 
0 as zu r s e -.t L:.citr tieC g~n 

i~e Lo=.i tio:.s i-tcece-it 100 this a-:Ax-erLttfiat Ln-e U,.,:are 

1. 	Agree to review existing statutes and legislation and develop a plan ox
 

acto:, to aSsuret at the ai.ropriate iaa frameworK is set in place to 
loster credit union dcvelopnenL; 

2. 	 Grant lnttcrin itgal status to credit unions supporten by the LSAID project 
ipermittir. them to transact busincss with all rights in law, including tt.e 

rig:,t t enLIorceLent of coritrccLs ann legal redress. Ihis interim legal 
status will be proviaea by the issuance of an Administrative Decree or 

-.inasterici Arrete no later tnan ninety days after the signing of the Grant 
Agreeitnt A:-encicnt. 

i. .rante.Nxu.;tion tc crecit u:.ions supp.Crten by tne LtAID project fron 
current laws ur statutes governing bant.s, financial institutions and 
cootrativus. This L.N.rtioh ilj. L= proviued Ly tnc issu.-.ce of an 
Akzi.nistrative Dcree or t.inisteriei Arrete no Aater than ninety nays after 
Lt.C Siah nL 01 tl Grunt L6cenlent.01.Lre:nt 

4. 	 Prepare a ;,lan lur ini.iementation oi the proposed policy changes that .ili 
be .cCUtLC irior tu tne coLLetioh'. ul the A Pro6ram. This will include: 

(a) 	heaucing the average rate of suLsiny on agriculture inputs to not more 

than i5 percent of tne Leiivertu cost of the inputs; 

(t) 	 having in operation a tenner ann bia system for reconstituting 01%'i,
 
stoci.s lor all purchases an sales; 

(c) 	taintaining a minimum level of u,UuU tons of village level grain 

stocks throurj. arrangeLeuts with cooperativts ana grouemunts 
mutualistes; 

(a) Liberalizing, sikLpliiying, issuing ann iniorming the general putlic of 
procedures for cross borGer trade, especially for cowpeas anc
 
Iivestocii, by eliinating iegal ann aGLLiiistrative barriers to 
participation in cross-borner trane ann relying on market forces;
 

/1 
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private and cooperative 	sector participation
() ~Lontinuing expansion or 


in proouction ann aistribution or agriculture inputs, cereals
 

marketing ann aibtkcibution, agriculture crecit ann cross border
 

on frue Lartet prices ann continuatiorn
trace. inis inciuces reliance 


of the policy or not issuing otricial prices for cereals; 
and
 

(1) Uontiuuing to v_!intain impiementation scheule of tni seec Action Plan. 

beginning with "The FY b7 coilar..." ann the subsequentTne paragraph 
are aeleten anG tne following is substitutea.paragraphs of the PAID ,aLeuiament 

lbb funcs for collar nasbursements or resource transfers covered in 

tnis PA-JD amenment consist of: 
Ine 1 


S7,UUUUU 	 vevelopment Fund for Africa
 

or resourcu transfer of 	funds obligatea in
Tne coLaitional dollar cisburseuent 

Urantee nas met tne (,onditions Precenent
f i9bb will be cistursea after tbe 


set fortn
for Gistureztnt ol tic fifth increment or tranclie as amended as 

a Dov'e. 

Lomltirns rectunc-t cnu Uovenants, as well as otnerAil oi thi ot;.ur 
signed on August 14, 19o4, as
provisions set forto in 	 tne original P-'-zi 

reiain in eilect.atenoen Lon, July 2, i~o7 

I. f ro~raZ bcscri~tion 

A. :.,acroeconeoLc ar 5c 	toral rotle.s 

1. 'he .acruecurnoiC Stuation 

tne

The debtL crisis LrougLit oL by tne coilapse in uranium prices along with 

recession iloio,:ng tife secouc UtLL price increase in 1979 will constrain 

ihe .964 orought e.accrbatealgier's ec oLic dfveloonrt or year6 to cone. 

has nevertrteless uncertaken oixficuIttne situation, ahe Government o:, ;,iger 
staL.IiLCio.., puiliCes to corrccL inua6,,C.S broughit on ty liuiuit) ana aet 

cri.is anc crounat. iT.ese eliortS, tc-eter with extraordinary conor sujporL, 

ann U(4&et aCCuUtS )ut uuteut ieves rezainstabiLizeC.ihO L-Xternal .uiiC L, 


below treir jre-crou5Lt leveis.
 

'Ie five ye-ar Lcrcoi c aL bocIaL Deveicmztnt ilan (±Th/-±s9i) nas as its 
is is to be


najor policy o'jective an increase in rural income. 

new, tecnologie ann outputacco-LiiSheL, troun the intronuction oI 

acconpanien trie Five-Year Plan,


oiversiiication. 'ine inaucing Pian, whiicn 

to raise sufficient

sbu'-s ttiat tne Gcovrrent of i'ger wlil not be able 


ainance the nceae investments. The crucial role of foreign ai
 revenues to 
tne periua of the

in financinb the investnent uu8get ili renain tnrougaout 


Five-lear Plan.
 

z. Guverannt Jinance in tne Agriculture buctor 

asPect of the GuJ4 structural adjustment proram
I.e buuaet consolinatiou 

Ine ASi-'G, ann the
 
proaucea larae reductions tnroughout thie investment budtet. 


earlier ASiDu, by providing buo 6 etary resources to the hUW, reaucea the
 

severity of tne bucket cuts.
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The counterpart funds are allocated to agriculture, livestock, and
 
forestry/natural resources activities included in the investment budget. The
 
importance of the counterpart funds can be gauged by comparing the size of the
 
resource transfer and the planned expenditure levels for investments in
 
agriculture and rural development. This comparison shows that during the
 
general budget coitraction the RSDG/ASD- resource transfer to the CON
 
agriculture investment budget was almost 10 percent of planned expenditures of
 
the first year. The share rose to nearly 14 percent in 1985. For 1986
 
through 1988 the share declineL as The GON substantially increases its
 
agricultural investment and the value of the CFA increases vis a vis the U.S.
 
dollar. The proposed tranfer in this amendment is equal to 5 percent of the
 
anticipated GON investment spending for the rural sector.
 

GON Investment Budget 
Ariculture end Rural RSDI/ASDC Resource RSDO/ASDG share of 

Year Develop~ent Investments Transfer Column 2 

1984 21,656 2,101 9.72
 
1985 21,712 3,000 13.8Z
 
1986 31,215 2,368 10.84
 
1987 26,954 3,600 9.7Z
 
1988 3c,254 1,656 4.3,
 
1989 42,939 2,114 4.94
 

(Al figures in million FCFA. 1989 figure based on requests contained in this
 

amendment.)
 

These countcrpart funds have a multiplier impact on investment levels since 
they, in many cases, finance goods and services which are prerequisites to the 
expenditure of dcno r Froject funds. Thus had the 1985 transfer of 3 billion 
FCFA not taken place the agriculture sector investment budget would have been 
reduced ly more than 3 billion FCFA. 

3. Agricultural Sector Scttinp and Constraints 

About 12 percent of the total land area, 15 million hectares (ha) out of 126.7 
million ha iniger, is considered potentially useful for cultivation. Post 
of the agijcultural lan! is a strip along the souther-n border where the annual 
rainfall varicEs fro: 350 n to 800 mr. Recent studies in the Niamey 
Department indicate tl.at the 350 mm Isohyete has fallen from 16 to 14 derees 
latitude between 196& and 1964. Outside of this'area, available soil 
resources are too poor and the rainfall too irregular for successful 
cultivation. The typical agricultural production unit is a small 
family-cultivated plot, where rainfed crops are cultivated by traditional 
methods. 

Some 61,000 ha of land are identified as potentially irrigable, of which about
 
13,000 ha are under the management of the state structure, Amenagement Hydro
 
Agricole (AMA). About 24 million ha of land located in the North (i.e., north
 
of the official boundary of cultivable land) are considered as useful pastoral
 
lands. The forest land is estimated to cover about 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).
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The agricultural population is estimated at 4,303,000 in 1987, or about 641 of
 

total (6,703,000 mission estimate) population. The balance of the population
 
is categorized as urban dwellers and pastoralists. The dilsribution in the
 

seven departments ranges from 0.2 perscns per square kilometer in Agadez 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 Drincipal food crops are millet and sorghum, covering about 70 percent
 

of the area cultivated each year. Other products such as rice, peanuts,
 
corpeas, onions, cotton, corn, peppers, wheat, potatoes, skin and hides, live
 
animals, firewood and fishery generate an appreciable level of value added to
 

the economy. 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 41.
 

Generally favorable weather in the years since the drought of 1968-73 has
 

resulted in higher food crop production. However, the precariousness of
 

Niger's agricultural and livestock production was underscored by the
 
recurrence of a drought in 1984. Erratic and scant rains resulted in
 
disastrous harvests and pasture conditions. Substantial commitments by the
 
U.S. and other donors were required to bridge the gap until the 1965 harvest.
 

However, dramatically improved weather conditions in 1985 and 1986 crop
 

seasons gave Niger two of its best harvests in recent years. This situation
 

was somewhat reversed in the 1987 production year.
 

GON harvest estimates indicate that the 1987 gross production (millet, sorghum
 

and rice) is about 1,439,000 MT. This quantity is definitely lower than the
 

1986 gross bunter harvest of 1,816,000 MT, but is significantly better than
 

the 1984 gross harvest of about 1,000,000 MT. According to the GON, the
 

uncovered deficit for the 1987/88 crop season is 274,000 MT (including 8 ,000
 
About 50,000 NT of grain
NT for reconstituting a security stock at OPVX)a. 


equivalent is planned to be generated from the off-season production
 
activities. 

The livestock sector in Niger is the second major source of foreign exchange 
earnings after uranum. Niger's livestock stutlon i,: however, made 

precarious by the disappearance of the southern pasture which in the past 

provided seasonal relief for the herds in the North. Deficiencies in rainfall 

have reduced the potential forage which in turn has led to a reduction in the 

herd, weakened the animals and made them more vulnerable to disease. 

a. According to USAID this 1987/88 uncovered deficit estimate ranges from
 

194,000 MT to a surplus of 218,000 MT depending on the assumptions (stock
 
level, per capita consumption, etc.).
 

b. For additional information on constraints and policy programs see II.C and
 

III below, F£Y 1988 CDSS, the ASD mid-term evaluation, the original ASDI
 

PAAD, and the Updated Annex H "Institutional and Policy Constraints on
 

Agricultural Production in Niger, March 1987."
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The productivity of the agriculture and livestock sector is limited by a
 
multitude of technical and institutional/policy constraints. The main
 
constraints stressed in various documents include: insufficient rainfall, poor

soil, low level of literacy, high level of population growth, inadequate

research/lack of appropriate technologies, inappropriate training, top heavy

program/project design and execution practices, inadequate structure for
 
credit and supply of inputs. However, most of these constraints are
 
acknowledged, 
and the GON and many financing agencies are collaborating in
 
seeking solutions. 
 In the last two years, for instance, the Agriculture

Sector Development Grant (ASDIX)b has been attempting to reduce policy and
 
institutional constraints in the areas 
of input subsidies and distribution,
 
cereals marketing, cross border trade, rural financial markets, and
 
cooperatives and private sector development. The ASDG was amended in 1987 to
 
include a policy reform program for restructuring and diversifying the seed
 
and plant materiel multiplication system. Following conclusion of the rural
 
financial markets study and recommendations of the December 1986 GON/Donor

meeting, USAID is making a further amendment to include a credit union
 
component in the ASDC. The objective is to facilitate the promotion of
 
village level credit unions as a step towards establishing a viable credit and
 
savings system in rural Niger.
 

B. Descrlptton cf Amendment
 

The need for reform measures in support of rural financial markets was
 
identified in the course of designing and negotiating the original ASDX
 
program with the GON. The lack of a viable agricultural credit system

promoting effective financial intermediation in rural areas is considered a
 
key factor impeding development efforts. Access to credit is fundamental to
 
enabling farmers to obtain key agricultural inputs on a timely basis, and 
to
 
participate in off-farm enterprises such as 
product marketing and activities
 
relating to agricultural production support, i.e., input supply. Reform
 
measures included in 
the original PA_kD and the first Amendment to the PA D
 
were undertaken by the GON to clarify the reforms required to promote the
 
developzcnt of rural financial markets. Efforts in this regard have 
culminated in the GON and its principal donors agreeing to promote credit 
union developreut as an initial step in further developing rural financial 
markets. 

Credit union development represents a progressive and amplified reform measure 
of the ASD2. As a CP to the original FAAD, the GON was required to conduct a 
thorough review of rural financial markets, with an emhasis on inforra]
mechanisms for financial intermediation, as a first step in the reform
 
process. 71e study, 
carried out with technical assistance provided by Ohio 
State University (OSU), was intended to identify constraints to more effective 
financial intermediation and made recommendations for further reform 
measures. The study's princip3l recommendation was the promotion of credit 
unions as a first step in revitalizing rural financial markets and filling the 
void left by the collapse of Niger's central agricultural credit facility. 
Building on GO'; interest and to encourage the promotion of credit union
 
development, 
a second CP for this policy reform area was included in the last
 
Program Agreement Amendment requiring the GON to take appropriate actions in
 
accordance with the conclusions of the study. To this end, key GON officials
 
forming a working committee on agricultural credit made informational visits
 
to other African countries considered to have strong credit union movementt,
 
and the GON requested assistance from WOCCU to identify reform measures and 
to 
design a credit union promotion project intervention. 
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Inis Amenament will include Lonaitions krecedent (LP) intended to create an 
appropriate policy environment lor the promotion of creuit union development 
ana will support the implementation ox a credit union project intervention 
designea Ly the 'orlo Louncil of Credit unions (60LbL). riore specifically, 
the LP's are relateo to providing the necessary legal framework in which 

credit unions can freely operate anG to providing credit unions exemption from 
current b.UA regulations governing financial institutions (see Section 11 oi 
this -b t-;enoment). Tnis effort .ili assist the L.Uh in tesLing the 
feasibility ot a credit union prosram in niger and provide the oasis for 
crecit union expansion on a national scale. 

Unser tnis PhAu Amenament, uCCU will establish a credit union movement in a
 

Key repxon of hbier in an effort to test toe leasioiiLity of creolt unions on
 
a national scale and to gauge their effectiveness as financial intermediaries
 
Duilding on local liuiaity mobilization. The hULLUO intervention will yroinote 
a comprei.ensive iniormation campaign to assure a more accurate understanding 
anu apJpreuiat in Ox te Iiuunameutal6 01 fLnanciai cooperation anon6 the rural 

population o1 INiger ana a traininL approach specifically designed for a 
creolt unrion Lovement in I~ier in ktepin wtth tie cultural, economic annb 
Gemogra2:,ic connitions peculiar to jiiger. AQuitionally, ;L{CCU hill collect 

baseii.e uata ane estbiisn a LcnituriLn 6)ste to exiectivel. gaue tie 
mp,=ct Lci ct:rat unions on the rural econony. hnnex 1 proviaes an AmlifieG 

ProjeCt btzCtiptOL OL th e sLhLL projeCL activities. 

Ihe concekt o crenit union aeveloment is bases on the substantial amounts ol 

already L~iE.i r6n 1iuLnioty bouno at the viilage level in tlger throubh, tontine 
ano y-:eer activities. aIhis '.as aptly puinte out iit the course ox toe 
tU2o revitrO anG tne UOS SLUUy Ol ,ier's rural linancial marr.etS. Pobilizing 
this rural liuicity is tre key to Iromotin5 more exiective financial 

interacciation in rural hluer. Lh (.Su stua) turtner recomencu that credit 
urnio.s wouln be the best mechanism xor promoting liiuidity mobilization for 
im,)rovea intermeciation at this point in time. Lrecit unions normally have 
characteristics ol botn formal ann inrornal financial intermeiarie5, nave 
attrL1UttS LI LOh trC-Itional, inofrnal cun7nunxt) cooeerative structures anc 
modern, charteren linanciai institutions ana often serve as the first step in 
tne GcVe:Or.LL o1 lurmal iinanci~l marots in rural areas to fill the savings 
ann cre:it ;. Local antiative, responsibility ann investment build tie 

crcGIt u:Luon s.stem startin 6 at te couL.Znity levei. ihe nemocratic 
structure, operatIng principles ann social goals of credit unions build upon 
the ,,znoijJe u! trLitaoal mutual cuLeration that exists in rur.l areas. 

Improvec rural financial inttrmeiation tnrou4h credit union oevelopment will 
have an cullct on oimost every iace-t o tn,4e rurai ECohoL) in N1ier. "iimeLy 
access to creit will assist iarrers in obtaining key inputs irom private 
sources. Luiluin6 uon the sutstantial traditional liquioity base iounc in 
rural luger will minimize the neeo for massive iniusions of capital ano 

aministraLtive inlrastructure oy thie LUi, or othier donors to re-estatlisn a 
form.al, central crecit iacilLt). '/Ie rural poeulation will have increasen 

access to oewuSlt services %ith interest anni oxiNIenu accumulatiOn. credit 
uiil be used for more than just pronuction lenning ana enable families to have 

easier access to lflqiGity tor investment an consumtion purwoses, tne 
martetin ox agricultural production ana enterprise development. Lrecit union 

oevclopmLnt iil buila ulon local, viilage level leacerstik ann promote 
management by villagers ox their own resources with individual motivation 
proviuIn 6 thbe L1etuS for future 6rotn. 

http:GcVe:Or.LL


C. Justification for the Amendment:
 

The proposed credit union activity is consistent with the original PAAD
 
completed in 1984 and 
the PAAD Amendment completed in June 1987 and builds
 
upon the same basic Justification. USAID/Niger chose program assistance for

three basic reasons which remain valid: 
 (1) Niger is strongly dependent on
 
the .agriculture and livestock sector for economic growth and diversification;

(2) Niger's agricultural and livestock sector has limited absorptive capacity

for investment; and 
(3) program assistance supports and complements econoric
 
policy reform measures of other donors, most notably the IMF and the IBKD.
 
Each of these criteria is reviewed in the 
following paragraphs with a
 
discussion of their relevance 
to this FAAD Credit Union Amendment.
 

As almost 90 percent of Niger's population depends on agriculture and
 
livestock production for 
its income and subsistence, this sector is the most
 
likely to provide the basis for economic growth over the medium and long-term,

given Niger 
can no longer depend on export revenues from uranium to support

its development programs. 
 The CON has made significant progress towards

reorienting its public Investment strategy towards the agricultural and
 
livestock sector in order 
to inc-:ase food production and export

diversification. 
A key factor ie g development efforts in the rural
 
sector, hovev'cr, 
is the lack of a viable system of agricultural credit. 
Access to credit 
is fundamental to eraling farmers to obtain key agricultural

inputs on a timely basis, 
to participate in off-farm enterprises such as
 
agricultural product marketing and activities 
relating to agricultural

productien suppo rt, i.e., input supply. Niger's agricultural credit system

has been a key arca 
for policy reform since the beginning of the ASD3, and the
GON performance In conducting a thorough review of its rural financial markets 
as a first step in initiating tie reform process and defining areas of policy

reform Las been admirable. 
 This effort culminated in the GO*, and its
 
principal donors agreeing to 
promate credit union development as a first step

in revitalizinF rural financial markets and filling the void left by the

financial collapse of Niger's central agricultural credit institution. The
 
concept of credit unions goes lcyoc, d 
 s.mple production loans and is seen 

way of Traotir.g More 

as a
 
effective fir.,an:Ial intermediation and the overall
 

integration of all 
rural economic activities.
 

The agriculture and rural sectors 
have a limited capacity to absorb
 
investment. 
 T.is is caused ly institutional limitations, human capital

scarcity, and inappropriate pclicies. 
Since its be1inning, the ASD$ has

helped increase the national absorptive capacity of the sector by financir.E 
recurrent operating expenses of projects which would otherwise terminate due 
to Niger's inability to meet its counterpart fund obligations. To date, the
ASD$ has provided t29 million in support to 40 development projects whose
 
range of activities include: rural development, livestock production,

irrigrted vegetable production, training in financial management for host
 
country collaborating organizations, small-scale enterprise development,

forestry, fisheries, crop protection and feasibility studies and pre-project
 
analyses. The lartest portion of these funds 
(30 percent) has gone for
 
recurrent costs in support of 
USAID/Niger-financed projects. 
This amendment
 
is proposing to make an additional 17.030 million available to support rural
 
development efforts, including the funding for a credit union development
 
activ-i ty.
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;Th'e Cre'dit"Uni on P ,licy _Amendm Ient' to the ASDG con tributes dire'ctly -to6 
'USAID/Niger! s strategy objectives of. structural adjustment a'nd, agri tra 
production.' Under the 'various' policy, reform,ativities unertake yteG' 
aprincia -goal, has: been to. ass'ess an eva-luatette iperf orma'nceofcre 

institutions,,serving the -agricultural sector.. In' some ,i'nstances, ineffective,, 
ancstly"pblic s ectr ~s, ha een c losed ,orreoranze:teon 

rteduc.L tb Ldrin . t he p'u6kjbic',buget'. Fral tents-and_pyup~o~s.'1 

7 ,7 Ni~r ce cred't syst has finclly b~ 'tV"ag'iiu'uFl ~ -l_'_-d' I-

nors'still use :it as a conduit for. ~eir ,projectseii creipoga, 
btte GON has not-made an attempt to rehailtate-it. ThGON will us te 

credit unio'n movement to at, leas t'partially ,'address'lthe problem of rural,': 
2~~ Amendment ill institute, th poiy nnecessr -eomst l 

a more efficient management ,and'increased-,use: of already, existing rural, 
liquidity for myriad. economic~activities. 

The concept of credit~union de'ao n isbse nthe substanilaonsf 
liquidity found at the village level in Niger., Improved, and expanded
financia~l intermediary~services 'fo th h,£ditpoie i' 
financial impetus and means whereby farmers '411 have easier and more," timely 
access to aon capital for'in__stment fbr,'production, mar ein rcosmto 
purposes. -Cooperatives and, private entrepreneurs will be .better able, to 
provideoff-farm Suppo rt, servic s.for, pr'od uctioniactivitieS. T~he St a;te s role 
in credit union development is,,extremely limited, and-no' alflocations from the
public'bud et for its support are, ie.Crdtui'nclaybuid o,-

in~iuntaiv,.drequird rdtuin 
lal u~ upp r;L 	 inividali~ntaie an'exis ting Village-Ie vel financial -and -managenment 
resources.j 

a.	 Structural Adustment
 

USID's medium-ter-m strategy for helping the Nigerien Goyernment iprv it 
balance of 'payents ad bdgetary resources situation consists of backing~the 
structural adjustment. process which is-now nd er way AIJD. oncentrates on 

. supporting sector policies condu'cive to structurai changes and to ale'at 
constriain'ts imposed by~dejbt servic bi~in and a lmiited rsuc ae 

AIDfocses onimproving resource management and increasing effiiency of 
hmnadfnacareoreuse in agriculture' andrua deveopent, as wel 
as epand-ingi theopportunity for resouarce mobilizatiomn the private srhcre. 

AIDt's aricutiire staeyi ie stresses food production an~d
 

~divrsific tinthrugh COit~y-based sel~f-mandged development, with_ 
emhsso o a aaement, private and cooperative) sector--participation
 

and 	uitiizbto'of mprvedtehnical packages. Its components are:
 

-J ImplezEntaition of the policy reforms under the ASDG; 

~ ple gricultural research cp cities and 5its 

lnagE Anto extension; 

- Development 'of participatory self-managed organizations, through 
cooperE tive development and trnextensi'on,! see&~m 1tipl cat on, 
creditland input distribution; andJ 

Insti t ionalization of lamd Use planning and 'measures agains 
de 3icton)-and integration 6f es et te n ngoin 

activi- ie s 
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The goal of the original ASDG, authorized in 1984, is "to assist Niger to
 
achieve its economic and financial stabilization program currently in place
 
under IMF auspices and to contribute to an increase in food production and
 
farmers' incomes."
 

The goal is still valid as long as the objectives are broadened to include the
 
structural adjustment program now underway as an outgrowth of the successful
 
stabilization program.
 

In general, by using sector grants, USAID programs concentrate on policy
 
changes, better resource management and increased efficiency of human and
 
financial resource use in agriculture/rural development and health/family
 
planning. Policy reform and structural adjustment require institutions to
 
develop policies, implement the reforms, monitor and evaluate their effects,
 
and modify them if necessary. The analytic capacity necessary for policy
 
reform will also contribute to better resource planning and management.
 
Strengthening the institutional capacity for policy analysis and 
resource
 
planning/management is an important part of the strategy.
 

Domestic credit alocations to Niger from the Banque Centrale des Etats de
 
l'VAfrique de I'C'ucet (ECEAC) have diminished with the economic recession
 
brought on by declining uranium revenues in the early 1980's. At the same
 
time, the GCN was using a greater portion of these allocations to support its
 
public enterprises with lesser credit allocations being reserved for private
 
sector use. Niger's central agricultural credit agency, the Caisse Nationale
 
de Credit Agricole (G;CA), was being continually forced to absorb parastatal
 
debt as certaiIn rarastatals were used to channel CNCA loans. The ONCA also
 
suffered by not being able to directly manage its lending program but relied
 
on the intermediation of Union Nationale des Coop6ratives et Cr~dit (LNCC)
 
agents for almost all its loan evaluation, monitoring and collection functions
 
and never matured as a viable financial institution. With the deepening of
 
the econmcic recession, exacerbated by the drought in 1984, the GON and donors
 
realized they could no longer continue to subsidize the CNCA's operations.

The problems of the O;CA in particular and of the system of agricultural 
credit in general were brought to the forefront by the agricultural sector
 
Institutional analvsis conducted in preparation of the ASDG, and policy 
refo-ms pertainine to agricultural credit were included in the ASI) program. 
Credit unicn development contributes directly to the sector strategy objectivc
 
of developinE self-sustaining rural organizations focusing on expanding the
 
opportu.itv for resource molilization in the private sphere.
 

b. Agricultural Fro'uction Objectives:
 

The agricultural sector Institutional Analysis indicated that a viable system
 
of agricultural credit was not in place in Niger. The Credit Union FAAD
 
Amendment will promote the creation of credit unions at the village level to
 
serve as a means for improving financial intermediation of existing rural
 
liquidity. Credit unions are intended to support all economic activities in
 
rural Niger, and not necessarily be confined to supporting agriculture per
 
se. Nonetheless, as the rural economy of Niger is dominated by agricultural
 
production, marketing and production support activities, the credit union
 
component of the ASDG will contribute in a significant way to providing an
 
expanded resource base to support agricultural production. Credit unions will
 
have a beneficial impact on input supply, product marketing and off-farm
 
support enterprises and private commerce.
 

1'
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2. Purpose of the ASDI and Amendment
 

The ASDG's purpose states that the Grant:
 

- promotes agricultural production by diminishing the policy 
constraints to development in the agricultural sector; 

- maintains existing investmcnt activities and raise the level of the
 
sector's absorptive capacity; and
 

- contributes towards economic stabilization directly and acts to
 
minimize the adverse impact on development programs of austerity
 
measures imposed by the Government of Niger in order to achieve its
 
short-term stabilization goals.
 

The last section of the purpose statement was modified in the last FAAD
 
Amendment because, since the inception of the ASDG, Niger had succeeded in
 
reaching its short-term stabilization objectives and has adopted a program for
 
medium-term structural adjustment. Therefore, the last section of the purpose
 
statement was revised to read:
 

- contributes tcw-rds structural adjustment objectives through
minimizing the adverse impacts of austerity and structural adjustment 
measures on agriculture/rural development programs. 

The ASD encourages the GON to achieve a set of long-term policy objectives in
 
six areas. Credit union development represents the progression the GON has
 
made under the ASDG in terms of achieving its policy .bjectives relating to
 
agricultural credit. 
 Te GON has moved from completing the agricultural

credit study, policy objective of the original PAAD, towards implementing the
 
recommendations of the study by establishing the framework for the formation
 
of credit unions, the objectJ.e of this PA-4D Amendment. The following list
 
covers all six policy objectives of the ASDG. The discussion after each
 
objective gives a brief description of the relationship of credit union
 
development objectives to the other five agricultural policy otJectives.
 

a. Agriculture Inputs Supply and Subsidies
 

Increase the overall availability and use of improved agricultural inputs
 
by adjustinE prices and subsidies in a way that increases aggregate

agricultural production in Niger and fully reflects production and
 
procurement costs;
 

-- Improve the responsiveness of producers and suppliers of inputs to the
 
farmers; in particular, encourage technological adaption and provision of
 
better quality and lower cost inputs;
 

- Minimize the strain on Niger's investment and operating budgets by 
shifting the cost of input production and supply to the private sector; 
and 

-
 Promote the role and importance of cooperatives in supplying inputs to
 
farmers.
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Credit unions will provide a lending source which will. enable farmers to
 
procure the necessary agricultural inputs on a ,iore timely basis from private
 
sources. Tnis will facilitate their production planning and decision making.
 
Likewise, credit unions promote credit and savings activities which go beyond
 
production loans and have the potential for support to all economic activities
 
in rural areas. Credit unions can play an important role in promoting
 
off-farm support services by providing a source of credit to cooperatives or
 
private traders. Promoting the concept of credit unions in Niger will build
 
upon village-level liquidity mobilization for improved financial
 
intermediation. Credit union development will not require major capital
 
investment or the creation of a central administrative infrastructure for its
 
functioning.
 

b. 	Seed Production and Distribution Program
 

--	 Foster the availability, diversity and use of improved seed to expand 
agricultural growth and production in Niger; 

--	 Establish a national certification and quality control regulatory system 

for see- and plant materials. This would include locally produced seed as 
well as importcd seed of any variety; 

- Encourage decentralization and autonomous decision making in price and 

output levels for the multiplication and distribution of seed and plant 
materials; 

--	 Minimize the drain cn Government of Niger investment and operating budgets 
by restructuring the seed supply system to reduce per unit production and 

distribution costs and recurrent costs; and 

Establish an economically feaslle national seed security policy based on
 

limited replenishment of seed stocks which are lost as a result of
 
localized natural disasters such as floods, fires, disease and insect
 
infestations or drought. This policy should have as a sub-objective the 
reduction of per unit costs and recurrent costs.
 

The 	 credit union component of the ASD- will have an impact on the seed and 
plant material production and distribution program to the extent farmers will 

have a lending source to procure the necessary quantities of seeds, and 
cooperatives and private seed suppliers will have the operating capital for 

seed production and markcting activities. 

c. 	Cereals Price and Marketing Policies
 

--	 Reduce the cost of supplying cereals to the urban sector and to northern 
areas of the country; and 

--	 More effectively support producer prices for cereals and reduce 
intra-seasonal price variations. 

As a source of consumption credit, credit unions will better enable farmers to
 

manage and market their food stocks over the entire year. The preoccupation
 
of the subsistence farmer with his family's food security and his perception
 
of risk in his production activities should be lessened, enabling him/her to
 

diversify and expand his/her production base for cash crops.
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As with increased involvement of cooperatives and private traders in input
 
marketing, the credit union is a source of capital enabling more private
 
sector involvement in cereals trade and arbitrage.
 

d. 	Agricultural Credit
 

Establish a sound social and financial basis for delivering agricultural
 
credit to Niger's farmers;
 

--	 Increase the ability of farmers to repay loans obtained for agricultural
 
production by increasing access to improved inputs and by ensuring the
 
economic use of these inputs.
 

e. 	Cross-border Trade
 

--	 Promote increased production and exports of coupeEs and livestock as
 
alternatives to excessive dependence on 
uranium for foreign exchange;
 

--	 Increase incores of crop and livestock producers; 

- Promote interregional trade, particularly with Nigeria and other
 
meig .cri. countries as a first line of defense against failures in the
 
region; and
 

--	 Promote registration of exports. 

Credit unions will provide a lending -ource for rural entrepreneurs for
 
marketing purgoses and provide a timely cash-flow to better enable them to
 
take advantage of marketing opporturni ties. 

f. 	Cooperative and Private Sector involvement
 

Promote ma-re cooperative and/or private trader participation in the supply 
of agricultural inputs; and 

--	 Encourage the evolutilor of cooperatives as grain marketing and storage 
intermedlarles. 

As discussed to varying degrees under policy reform objectives a., b., c., and
 
e. above, credit unions provide an important financial service to farmers and
 
rural entrepreneurs engaged in different occupations and economic activities.
 
Increased liquidity mobilization will provide an additional resource for
 
production and marketing purposes and enhance and promote all aspects of the
 
rural economy. Credit unions provide loan capital not only for production
 
activities, but also for agricultural product marketing and to support
 
comercial involvement in production support services.
 

3. 	Program Amendment Outputs 

Within the framework agreed upon by the Government of Niger and USAID, the
 
ASDG assists the Government of Niger's Ministries of Agriculture, Animal
 
Resources, Plan, Commerce and other related agencies to achieve the policy
 
reforms as amended, namely:
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a. Reorientation of the agricultural input pricing and subsidy policies and
 
restructuring of the official input supply agency, Centrale
 
d'Approvisionnement (CA).
 

b. 	Foster the availability, diversity and use of improved seed to expand
 
agricultural growth and production in Niger.
 

c. 	Undertake a study of the country's agricultural credit situation,

particularly in the informal market, in order to formulate appropriate
 
policies to promote the development of rural financial markets.
 

d. 	Promotion of competition in grain marketing through the liberalization of
 
official marketing agency and pricing policies.
 

e. 	Established policies to promote border trade of livestock, co-peas, and
 
other agricultural products.
 

f. 	Promotion of more 
cooperative and private trader participation in the 
supply of a~ricultural inputs; border trade of livestock, cowrpeas and 
other a-rcultural products; and internal grain marketing and storage. 

4. 	Program i-5ent Irputs 

The original ASX as arended has three input components: (a) conditional 
dollar tra.sfrs to local currency, (t) the use of local currency derived from 
the sector grant through dollar transfers, and (c) technical assistance and
in-service training for managing the piogram, including monitoring the policy
implezentation, conducting policy studies, strengthening policy analytic
capacity and evaluating the impact from: policy changes. 
 These components will
 
be maintained in tlis Amendment, and this Amendment will add 	 a fourth 
component, a direct A.I.D. grant (P0G) to finance a WOCCU project intervention 
for credit union developzent. The full description of the WOCCU grant is
 
provided in Annex D.
 

a. 	Conditional Pollar Transfers 

This section rezains the same as in the original PkAD as amended. 

b. 	 Local Currency' Coc'ronent 

This section remains the same as in the original. PAAD as amended. 

c. 	Technical Assistance and Policy Studies Monitoring
 

This section remains the same as in the original PAAD. This input category

will be finance2 ly increasing the foreign exchange component from $4.0
 
million to ..2 :illlion, with 4200,000 provided by this Amendment.
 

d. 	Pilot Credit Union Activities 

Through an OPG (cooperative agreement) USAID/Niger will provide a grant 
to
 
WOCCU to implement a credit union development project activity. The amount
 
earmarked for the OPG will be t1.9 million of foreign exchange costs.
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e. Summary of AID Input Costs
 

(000 U.S)
 

Foreign Exchange Component Current Agreement This Amendment
 
SDP ESF DFA ESF
 

Dollar Disbursement 18,637 16,278 4,900 -

Technical Assistance 4,000 -- 200 -

ISGA (WOCCU) - - 1,900 -

TOTAL: 22,637 16,278 7,000 --

III. Program Specific Analysis
 

A. Xacroeconomic Anaivsis
 

1. Overview 1986 - 1987 

1986. The econo:y of Ni gcr continued to recover from the effects of the 
1984/1985 drougXt. Real Gross Domestic Product (GDF) increased by 7 percent,
 
follow-ing a 5.5 percent increase in 1985. One indicator of the severity of
 
the recent drought is the fact that despite the 1985 and 1986 outturns, real
 
GDP is still 6 percent below its pre-drought level. Niger had its second
 
consecutive year of good rainfall patterns in 1986. Sorghum and millet
 
production was 1.8 million tons, compared to 1.0 million tons in 1984. The
 
livestock sector also rebounded; the value of its marketed output increased 46
 
percent over 1985. There was no improvement in the uranium sector (7 percent)
 
of GDF); value-added was slightly lower than in 1985. Output was higher in
 
the service sectors, reflecting the improved agricultural outroze in 1985.
 
Industrial growth, at 6 percent, was respectable but of limited macro-economic
 
importance, as its slare of GD? is only 6 percent.
 

Public finances remained inadequate to finance the investment portion of the 

government budget. The overall deficit (excluding grants) increased by 3 
billion FCFA (an increase of 5 percent -- equal to 8.5 percent of GDP). 
Foreign financing closed the budget gap with increases in both loans and 
grants. Debt rescheduling was at the same level as 1985. The fiscal accounts 
record a sharp drop in domestic financing via the banking system, as the 
governzent reduced its debt to the banking system by 3.3 billion FCFA compared 
to a 7.2 billion FCFA increase in 1985. The fiscal system displayed a lack of
 
buoyancy with respect to GDP; both tax and non-tax revenue to GDP ratios
 
declined, despite the strong growth outturn. Expenditure growth was larger in
 
the investment budget than in the recurrent budget, again reflecting strong
 
donor support for Niger's investment program.
 

The external accounts recorded a sharp drop in the balance of trade deficit
 
from 46 billion FCFA to 11.6 billion FCFA, primarily attributable to a decline
 
in cereal imports. Uranium exports declined, but the loss was offset by
 
increases in traditional exports. The deficit in the overall balance of
 
payments was closed by debt relief totaling 58 million.
 

_V1
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1987. Preliminary data indicate a decline in real GDP due to a poor harvest
 
(1.4 million tons of sorghum and millet) and a continuation of the contraction
 
in the uranium sector. Trade and services are the only sectors in which the
 
nominal growth rate exceeded the inflation rate. *Overall real GDP is
 
estimated to have declined by 5 percent.
 

The outturn in the fiscal accounts continues the trends of recent years.

Public investment is increasing, relative to both recurrent expenditures and
 
GDP. Tax revenues increase more slowly. In 1987 the Value-Added Tax rates
 
were reduced to stimulate business. Foreign assistance again rose to close
 
the budget gap. The overall deficit (excluding grants) reached 70 billion
 
FCFA. 
 The 1987 budget includes, for the first time, repayments of parastatal

cross-debt arrears. 
This item alone accounts for over one-half of the
 
increase in the deficit.
 

The deficit in the balance of trade will exceed the 1986 deficit (17.7 billion
 
FCFA vs. 11.6 billion FCFA). 
 Imports are rising in step with the investment
 
program. 
 Official capital inflows increased sufficiently to lower the overall
 
deficit in the balance of payments. 
As was the case in 1986, the overall
 
balance was achieved via debt relief of 352 million. 
As a result of the
 
reductic:; in the financing gap, Niger did not 
request an IMF stand-by
 
arrangement in December 1987, but it did negotiate a debt-rescheduling package
 
with the Faris Club in April 1988.
 

2. Tne Sta ilization Program
 

IJF Program. Niger had IXF stand-by arrangements in effect from August 1984
 
through Decemlber 1987. 
 The government entered into a three-year, SDR

21 million Structural Adjustment Facility (SAF) arrangement with the I?1Y in
 
December 1986. This facility is supported by a Policy Framework Paper

prepared by the government with assistance from the Fund and the Worlo konk.
 
The program seeks iu foster conditions of increased private sector activity by

reducing the structural obstacles to economic growth. 
 The scope of price

controls will be narrowed, marketing will be liberalized, and the public

enterfrise sector will be reformed 
to improve its financial position and
 
operations.
 

The government has met 
most of the first year objectives and policy measures.
Progress to date in the Stand-by and SAF arrangements Include the following.
The number of imported goods 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. 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.
 

World Bank Program
 

The World Bank and the Government of Niger developed a stiuctural adjustment 
credit program in 1986. The program disbursed a total of $60 million. The 
objective of the program was to increase the efficiency of resource use byaddressing key structural problems of the economy through an economic reform
 
program. Specifically, the program deals with three structural problems. 
 The
 
problem of public resource management is addressed by restructuring current
 
expenditures towards materials and supplies and away from salaries, by higher
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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
 
the same agricultural policy changes as the Agriculture Sector Development
 
Grant; liberalization of cereals marketing, reduction of agricultural input
 
subsidies, and improvement of the agricultural credit system.
 

Progress , date inclades the following: standard charters for parastatals
 
have been approved; thirteen parastatals have been privatized, six are being
 
rehabilitated; five additional par,-statals 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
 
it limits itself to managing a food security stock of 80,000 tons; efforts to
 
develop an agricultural credit policy are underway; studies are underway in 
the areas of cost recovery and civil service reform; and no new external 
non-conccssional debt has been approved.
 

Structural refcr= of parastatals received additional impetus from an 180 
million World Lank program (Public Enterprise Sector Adjustment Program) 
approved i.n mid-1987. This program extends the ongoing reform in six areas: 
public resource management, price liberalization and incentive policies, 
institutional reform of public enterprises, rehabilitation of selected 
enterprises, additional privatizations and liquidations, and completion of the 
settlement of parastatal cross debts. The program disbursed 30 million in
 
1987. The balance is to be disbursed in 1988.
 

3. Development Plannng
 

The first policy statement to address economic planning beyond the
 
stabilization process was the Programme Significatif de Relance (PSR)
 
(Economic Recovery Program). The PSR I 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 pri.vate sector, especially as 

regards taxation and customs administration. The PSR differs from the 
Five-Year Development Plan (Five-Year Plan for Economic and Social 
Development, dated April 1987) in that 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 Plan and its accompanying
 
Three-Year Investment Program emphasizes increasing the stock of capital.
 
Public pronouncements in the fall of 1986 characterized the PSR as a bridge
 

from the period of stabilization to a period of sustained economic growth.
 

Between December 1986 and April 1987 a unit in the Ministry of Plan worked on
 
an elaboration of the PSR, in conjunction with several technical ministries
 
and several public institutions. The program is known as the Programme
 
d'Appui aux Initiatives Priv~es et la Cr~ation d'Emploi (PAIFCE) (Program To
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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 tc 'e carried out 
are revisions of the commercial and investment
 

codes, revisioLs in labor laws, and reductions in the extent of oversight by
 

the economic police. Institutional changes will strengthen the Chamber of
 

Commerce and encourage the formation of other business interest groups capable
 

of interacting with the Government on public policy issues.
 

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 and
 

rural development. This shift in sectoral emphasis has its most fully
 
Three documents
developed rationalization in the five-year development plan. 


make u. 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
 

(1987-19E9). The strategy of the development plan is export-oriented and 

rural base. T.e strategy represents a formal recognition that prospects in 

the world uraniuz 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 90 

percent of the labor force, has the resource base from which sustained 
time, the resource base is threatened
economic growth can emerge. At the sane 

by natural (erratic rainfall patterns) and man-made (overgrazing and 
The strategy givessoil-depleting agricultural practices) calamities. 


considerable importance to the preservation of the resource base. The
 

five-year development plan incorporates the private sector emphasis found in 

the PSK.
 

B. Agriculture Sector nalysis and Rural Finance 

1. Background and Overview of Rural Finance in Niger 

Vith the economic recession brought on due to declining uranium revenues since 

the early 1980s, the Government of Niger (GON) is attempting to reorient and 
on the agricultural sector. Todiversify its economy with the major emphasis 

refcr-spromote agriculture's role in the overall economy, agricultural policy 

concern of the GON and its principal donors. USAID/Nigcrhave been a central 

.n the structure of administering
identified the need for major policy reform; 


course of an agricultural sector-wide
agricultural credit in Niger in the 


institutional analysis conducted prior to the approval of the ASDG. The
 

analysis specified the major deficiencies of the formal means of providing
 

agricultural credit through the central credit institution, the Caisse
 
other structural impediments
Nationale de Credit Agricole (CNCA), as well as 


working against more effective financial intermediation in rural areas.
 

The GON implemented a comprehensive study of rural finance in Niger as an
 
Ohio State University was
initial step towards policy reform in this area. 


to assist the GON in this effort. The principal
contracted under the ASDG 

there is a marked absence of an institutional
conclusions of the study were: 


system of financial intermediation in rural Nigei ; standard banking functions
 

are underdeveloped in the administrative framework of productivity projects
 
and only indigenous
and other programs developing the rural economy; 
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mechanisms of savings and loan activity play out a rudimentary but useful role
 
of intermediating the investment flows in rural areas. The study made three
 
basic recommendations: (1) the closing of the central agricultural credit
 
institution (CNCA); (2) maintaining project-specific lines of credit through
 
various productivity projects as an interim measure; and (3) the promotion of
 
village level savings and credit cooperatives, i.e., credit unions.
 

The study's results and recommendations were reviewed by a GON-sponsored
 
Roundtable held in December 1986. The study's recommendations were accepted
 
by the GON and key donors. The GON requested USAID's further assistance in
 
promoting the concept of credit unions as a next step in implementing rural
 
financial market reforms while other donors were solicited to further analyze
 
the question of reforming a central agricultural finance facility.
 

USAID, in turn, sought the services of the World Council of Credit Unions
 
(WOCCU) to provide further analysis of the potential for a credit union
 
movement in rural Niger, including the identification of the requisite policy
 
reforms needed to promote credit union development. WOCCU completed two
 
consultancies to this end, and provided USAID with the necessary policy 
conditionalities to be included under the ASD3 and a technical description of
 
a credit union project activity.
 

2. .acr.econo.c Influences or Nf cr's Financial Sector
 

Niger is a member of the West African Monetary Union (UMOA). As 
a member of U'DA, iger has a limited degree of autonomy in controlling its 
money supply and credit allocations. The main tool of the i'h.3A for liquidity 
control of its member countries is redlscounting by UMOA's central bank, the 
Eanque Centrale des Etats de l'Africue de l'Ouest (BCEAO). Within the fixed 
limits of BCEAkO discounting established for each of its member countries, each 
country's National Credit Committee decides on domestic credit allocations. 
Credit to member country governments is limited to a maximum ol 20 percent of
 
the Frcvious year's officially recorded fiscal revenue. Rediscount rates are
 
determined by the board of the BCEL.'.. Sectoral priorities are established by
 
each member government. In the case of Niger, the order of priority is:
 
agriculture, Nigerien enterprise, industry and mining, construction, transport
 
and commerce. 

Despite the sectoral priorities established by the GON, the rural sector 
(agriculture, forestry and fisheries) has the lowest share of total credit
 
going to the private sphere. The average share of the rural sector in the
 
total private sector credit for the period 1980-1983 was only 6 percent,
 
w'ereas the sector's average contribution to non-government
 
gross-domestic-product (GDP) in the same period was 51 percent. Construction,
 
public works, industry, and energy are sectors with the highest credit to GDP
 
ratios over this period.
 

With the decline in uranium revenues, Niger has experienced a period of
 
economic recession since the early 1980s. As a result, there has been a
 
drastic reduction of monetary and domestic credit growth. During the years of
 
rapid economic expansion driven by uranium production and exports, domestic
 
credit as a proportion of GDP grew almost three-fold. The other side of this
 
equation is that deposit-to-GDF ratio has stagnated since about 1976. As a
 
result, rediscounting from the BCEAO has substituted more and more for the
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loan collection. Also, as he was one step removed from direct affiliation
 
with the GNCA, his incentive for efficient loan monitoring and collection was
 
questionable, and these activities were, thus, carried out poorly, if at all.
 

The CA is the public agency responsible for input delivery to farmers done
 
through cooperatives with assistance from UNC agents. Farmers in the
 
cooperative pay for the inputs in cash or inputs are delivered against a
 
signed loan agreement between the cooperative and the CNCA. The CNCA, then, 
credits the C's account and debits the cooperative account. The direct 
subsidies the CA receives from the GON have never come close to covering its 
operating expenses. Until 1983, the CA's operating deficits were being
financed with a line of credit from the C;CA, which in fact amounted to an 
additional subsidy.
 

Foreign donors account for over 90 percent of GON public investment in
 
agriculture and in rural development. One of the principal areas of
 
investment is Productivity Projects (PP). The most common feature of PP, is
 
the objective of increasing agricultural production through the adoption of
 
icproveJ inputs and techniques. Credit to allow for the purchase of inputs,
 
ezuipment and other capital goods is always a component of PFs. Yost projects
 
operate their credit coz;,onentz through the CNCA under a system of advances 
and prefinancinE th't are subsquently reimbursed to the CNCA by the donor.
 
This method of providzin agricultural credit is a "supply-leading" approach

where credit serves the purpose of facilitating the adoption of techniques 
tlat will eventually increase production. This type of credit system is
 
clearly borrower-dominated with the development of the credit-giving 
institution as a secondary concern, if a concern at all.
 

Yost parastatals thr-selves incurred heavy accumulations of arrears whenever 
they were direct bc-rrowers from the Q;CA. These deficits were usually the
 
result of mismanaement on the part of the parastatals, but sometimes also
 
derived from plcicies ado-ted by higher authorities such as the case of the
 
insufficient allocaticn of resources to the CA for its input subsidy program. 
The CNCA did not hcve the political power to resist pressure to "bail out"
 
these Tarastata1s to make up for budgetary shortfalls.
 

Finally, the fragnented froductivity Projects approach to credit delivery 
contributed d-rcctly and indirectly to undermine the performance of the CNc.. 
T.is occurred directly duc to the complicated procedures introduced by sources 
of funds to reimburse the CINO for the advances and prefinancing it granted to 
IFs. Indirectly, the CNCA's performance was conprotised by subordinating 
credit activity to servicing productivity goals. It tended to de-emphasize 
repayment performance, credit-worthilness and financial viability as goals 
meriting serious attention. 

The demise of tle CNCA, thus, can be traced to poor loan management procedures
 
and practices and to an operational philosophy that prevented it from maturing
 
sufficiently to play a relatively autonomous role as a true financial
 
intermediary. The CNCA became an administrative conduit for funds earmarked
 
for use by other organizations promoting the adoption of new inputs with the 
financial viability of the CNCA as a lesser priority. The perverse structural 
and organizational deficiencies of the OC-A made it a non-viable financial 
institution incapable of performing a resource allocation role through 
financial interu.euiaLlun. The OSU research team's recommendation to close the 
CNCA was based on these considerations. 
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b. SavinFs
 

The Caisse Nationale d'Epargne (ChE) is the only formal instrument for deposit

services in Niger. The CNE was officially created in 1970 and is defined as 
a

public autonomous, financial institution. It operates primarily through the

branches of the Office des Postes et Telecommunications (OPT). The CNE has no
 
lending functions and all deposit funds are channelled to the Treasury or

deposited at the Banque du D~veloppement de la R~publique du Niger (BDR-N), 
a
 
public bank. The 
0E's own funds can be invested only in reai estate or in
 
government securities and shares of parastatals.
 

Most of the funds mobilized from public deposits in the CNE 
are savings and
 
retirement accounts. 
 The OSU study, Rural Finance in Niger, shows that for

the period 1971-84 balances increased on an average annual rate of 12 percent,

while the number of accounts grew at 18.5 percent per year. However, both
 
growth rates 
slowed down after 1981, probably due to the overall economic

recession of the early 19F0's. Deposits in the CNE are paid a nominal
 
interest rate 
of 7.5 percent per annum. The effective rate is substantially

lower as interest accrues 
only starting the first and sixteenth day of the
 
month. OSU estimated that the implicit effective rate paid 
on deposits may
only he between 3.7 or 4 percent per annum. In 1985, the CNE was 
earnine 9.25
 
percent 
on its account with the Treasury (30 percent of its financial assets)

and 11.25 percent on a fixed-term deposit with the BDRN (the other 70 percent
 
of its financial assets).
 

The CUE oerates through 42 full service branches of the OPT. The C?'E
 
compensates the Oil 
 for its support with a flat fee of 1.25 million CFA francs 
per year. Des;-te th support received from the OPT, the CNE has been
recording administrative costs as high as its interest costs. Howevei, the
 
CNE continues to earn operating surpluses due to the implicit subsidy provided

by the OPT which probably contributes administrative support to the CNE in
 
excess of the 1.25 million CFA compensation fee.
 

In ap-raislnF the C'$I, it appears that the CNE is a relatively healthy

financial o~craticn, partially because 
of the support received fro the OPT in 
excess of its annual compensation. The CN is the only formal supplier of 
deposit services in rural NiE r and is the single most important institution
 
where deposits are kejt. 
 Farmers, it appears, represent only a small
 
rcP'Crticn of C"1 depositors. Tne C, operates with very small 
accounts with
a clientele difficult to reach and service. The implicit subsidy provided hy


the cl: is Frc[ ly Justified as it covers transaction costs that otherwise
 
would preve-.t rural depositors from access to the-deposit services of the CNI.
 

4. lnformal Credit and Savings: 

a. Credit
 

The Ohio State Enversity study, Rural Finance inNier, indicates that
 
informal transactions between rural households as 
a mechanism of transmission
 
and relocation of liquidity are extremely important. The vast majority of
households included in the OSU survey had received loans (801) and engaged in
 
lending activities 
(671). Most of the loan sources were relatives or friends

and neighbors with the predominant form of borrowing being grains, livestock,

cash or a mixture of all three. 
 The imputed average value of these informal

loans vecei\ved durlr 
 the survey year in the villages was 31,000 CFA which
 



- 27 

represented 20 percent of the average annual agricultural income. This figure
 
is compared with 16,000 CFA from formal sources which represents only 10
 
percent of average annual agricultural income. The survey also indicated that
 
some. households used both formal and informal sources of credit bringing the 
calculation to 47,675 CFA of average loan size which represented 301 of
 
agricultural income. OSU's overall conclusion drawn from these data is that
 
informal financing or assistance provided about 88 percent of total
 
indebtedness acquired by the average rural household, thus highlighting the
 
importance of non-institutional credit in rural areas.
 

sholesale and retail merchants play a dominant role in the flow of informal 
finance at the village level. A largc charc Cf I.L1b merc.an* x,,Upb hiavt a 

high access to credit to finance their operations. lholesalers have almost 
universal access to credit with 87 percent of the surveyed wholesalers 
receiving loans, mostly from banks. A lesser number of retailers have access 
to formal credit lines depending more on wholesalers as their source of 
loans. In many cases, wholesalers will consign on credit important stocks of 
merchandise to retailers for later sale to villagers. The retailers, in turn, 
lend goods to villagers for payment later. Initial supplies of credit for 
both wholesalers and retailers, reg.rdless of source or form, are associated 
with a comTralle fjow of on-lending to their respective customers. 
Short-term licuid ty tlus flows downstream through various layers of the 
commercial netwcrk reachIng the village. 

Another characteristic of informal lending activities is that both wholesale 
and retaIl merclants, in effect, transform their long-term source of funds 
into a shorter-term structure for their borrowers. Wholesalers tend to have 
access to loans that can stretch out to one or two years in time. This is
 
probahly due to higher levels of commercial inventories which serve at least
 
implicitly as a form of collateral for formal lending institutions.
 
Retailers, en the other hand, do not have access to longer term loan 
structures, and they must restrict tlelr lending to a shorter repayment period 
for their customers (1-3 months). Ecth wholesalers and retailers usually give 
Indetermlnant credit lines to their customers especially for in-kind loans, 
and tleir clients are permitted to wait until the goods are sold before 
repaying the in-kind det wlIch usually only takes a short period of time. 
Yost loans to both merchant classes are usually repaid in cash. 

The OSL study showed that a larger share of retailers are involved in 
indigenous savings activities than wholesalers. iholesalers probably hold 
savings in more formal forms in nearby urLan areas or in their inventory of 
goods. Te fact that many retail merchants also act as money-keepers in their 
village strongly suggests their merchant profession attracts a demand for 
providing depcsitory services to villagers. Thus, retail merchants carry out
 
multiple comercial and financial services at the village level, i.e., sellers
 
of merchandise, lenders of credit in cash and in-kind, and act as a personal 
deposit institution. 

The question of interest charges for creeft given by merchants to their
 
clients was left unanswered by the OSU study. Yost merchants did not admit to
 
charging exFlicit interest on these loans. The fact, however, that most loans
 
given in-kind were repaid in cash raises the question as to whether merchants
 
use their role as a purchaser of products to extract implicit interest on
 
their loans. The study concluded that a more intensive survey documenting
 
merchants' transactions over a period of time is necessary to generate the
 
required Irfc.ration or, interest charges implicit to commercial purchases and
 
sales. 
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b. Savings:
 

The OSU survey was designed to obtain information on the use of local savings

groups or associations as depositories of financial forms of savings by the
 
household. These non-institutional forms of savings were detected through a
 
set of questions about 
the different ways in which households allocate their

operational surpluses. The 
two major dimensions to indigenous savings

activity at the village level in Niger are the tontine savings groups and

money-keeper services. 
 The OSU survey found that both of these traditional
 
forms of savings play an important role in facilitating a rudimentary form of
 
financial intermediation.
 

i. Tontine:
 

The tontine is 
the most common form of group savings. It is a rotational
 
system in which each member makes a uniform contribution on a periodic basis
(weekly, bi-mnthly or 
monthly depending on the organizational rules) with
 
each member, in turn, given an opportunity to receive the contribution as a

loan. Tontines are found throughout NijcEi 
in all ethnic groups and geoEraphic

settings. Th.e OS' sample included 56 tontines covering five departments and

five ethnic groups. A tontine's lifecycle ranges from four to eight months.

The OSU survey indicated that the size of tontines range from small groups of
 
three to five people 
to larger groups of up to forty members. Tontines are
organized lv low-Income producers as wCll as sophisticated traders. Rules of

organization, likewise, 
can vary from the rudimentary to the very formal. The
level of tontine activity usually fluctuates with the seasonal flow of the
 
village's pro4uction cycle.
 

Tontines are 
relatively homogenous wit' respect to gender, occupation and 
social class so that the characteristics of the organizers reflect the 
predominate characteristics of the membership. The OSU survey showed that 
women predozlnate as tontine organizers. Fowever, the higher income class of 
tontines (Ly monthlv contribution of EeLbcrs) was strongly associated with
male mezbers, literacy of the leader-organizers, public employee groups and
 
dominated ?"farmers or merchants. The survey further indicated that small 
membership groups of tlree 
to ten usually were made up of members of a

wealthier cass, and 
the tontine usually had a longer lifecycle. Larger

tontine mealership groups were made up cf less wealthy individuals who made

smaller Individual contributions with shorter tontine lifecycles. 
 It was also

interesting 
to note that 43 percent of the tontine organizers surveyed also
 
played a role as a money-keeper icr villagers; 66 percent of 
tontine leaders
 were involved in nore than one 'ontine; and that 84 percent of the tontines
 
paid a fee to 
the leader or organizer for managing the tontine's business.
 

Most loans received from the tontine are 
for consumption needs. The sample of

tontines included in the OSU study showed that loan sizes ranged from 800 CFA
 
to 200,000 CFA with an average loan size of 
39,342 CFA. The total financial
 
circulation (i.e., individual loan generated and multiplied by the number of
 
tontine members) among tontines in the sample ranged from 6,400 CFA to

4,000,000 CFA in their respective lifecycles. The grand total for all 56
 
tontines in the OSU sample reached 27,193,088 CFA for an average of 485,626

CFA per tontine for a time period, in most cases, of well under a year. 
Thus,

the circulation of liquidity in tontines 
can be considerable in total scale

and could provide the potential base for a more formal cooperative savings and 
loan organization.
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ii. Money-keepers
 

The money-keeper is the second indigenous form of savings activity at 
the
 
village level. Money-keepers serve a diverse clientele that cuts across many
 
social classes and groups. The evidence provided by the OSU study indicates
 
that there is a strong demand for depository services at the village level
 
even though the money-keeper pays no fee to depositors for holding their
 
deposits. The two most important attributes of money-keepers identified by

villagers are a record of personal honesty and fairness in dealing with pecple

in the village a.id economic security. Most clients of money-keepers want to 
get money out of their homes and into someone else's hands where it is safer 
and not immediately available for other family members to draw upon. Also, 
the money-keeper is a convenient place for clubs and village associations to
 
keep their collective funds, and they serve as a convenient intermediary for
 
individual or group funds to purchase goods 
on their behalf in other locales.
 

Farmers and merchants predominate among occupations of money-keepers. Most
 
money-keepers are men. Money-keepers' activity is highly seasonal. The
 
maxinLz deposits and number of deposits 
are much higher at the harvest and
 
post-harvest period than they are during the dry season. The OSU survey
 
showed tht total deposits held by the 39 money-keepers in their sample during
 
the immediate post-harvest period was 30,000,000 CFA compared to 13,000,GCC¢

CFA during the dry season. OSU data also show that the average size of
 
deposit during the post-harvest period being 48,774 CFA and 35,507 CFA for the
 
dry season. Tnis marked seasonality in the flow of funds reflects the highs

and lows of the rural economy. These average size of deposit figures compared
 
to an average size of deposit on a countrywide basis of only 19,200 CFA in the
 
formal market of the CNE.
 

Money-keepers also engage in informal loan activity as well as 
pawnbroking and
 
other storaze activities for villagers. OSU data show loan sizes ranging frc m
 
1,000 CFA to 500,000 CFA with an average loan size in its 
sample of 55,00$
 
CFA. Once again, these figures compare to an average size of the outstanding
 
loan balance for individual loans to the CNCA of approximately 42,30 CFA as
 
of 1985. Thus, the rural money-keepers, on the average, make village loans
 
of comparable size or larger than the agricultural production loans of the
 
CNC-A. A Money-keeper's loan activities combined with the seasonal flow of
 
funds in his deposit activities strongly suggest that the money-keeper is
 
engaging in a rudimentary form of liquidity management with his fungible

financial resources. Money-keeper loans tend to be for short periods with
 
most loans being repaid within one or two months. This flow of loan
 
repayments, then, services further deposit withdrawals. The money-keepers'
 
loans essentially function as an 
open line of credit for an indeterminant
 
period of time. This is typical of informal lending at the village level wit,
 
lending and repayments recycling through time on a fairly regular ongoing
 
basis.
 

5. ASEG, Policy Implications:
 

The evidence accumulated from the OSU study, Rural Finance in Ni er, on
 
tontine and money-keeping activity at the village level suggests that 
an
 
embryonic form of financial intermediation is already occurring in rural
 
Niger. Yhese indigenous styles of savings and loan activity could form the
 
base for the emergence of 
a cooperative savings and loan initiative. The CSL 
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report shows there is a sufficient liquidity base to represent an important
 
current and growing demand for savings and loan services. Furthermore, given
 
the large savings and loan volume that characterized a number of the tontines
 
and money-keepers in the OSU survey, there clearly exist indigenous leadership
 
and experience at the village level 
to manage sizeable flows of liquidity.
 

The formal systems of savings and credit in Niger which have attempted to
 
replace traditional forms usually fail in attempting to build upon the
 
traditional forms' strength and inadvertently work against them. The outside
 
funds move in and displace the local base of funding, thus creating an alien
 
institution that weakens local identification and loyalty to its interest.
 
Also, the formal systems ignore the natural, shorter-term need for consumer
 
loan demand and force an irrational longer-term production loan bias on their
 
clientele. In ignoring deposi't service±s and consumption loans, the formal
 
institution will fail since it is not catering to 
the real needs of the
 
villagers.
 

Given the limited options for promoting the development of financial markets
 
in Niger, the OSU study on rural finance concludes that a well designed and
 
well mana2e2 credit union movement is the most appropriate vehicle to
 
introduce formal finance into the rural milieu of Niger. 
 Credit unions can
 
build upon a strong base of 
local deposits and savings properly rw.;,rded with
 
interest on savings and dividends on share accounts.
 

Credit unions are Cooperative financial organizations owned and operated by
 
their members according to democratic principles and are financially

self-sufficient. Credit unions normally have characteristics of both formal
 
and informal financial intermediaries, have attributes of both traditional,
 
informal community cooperative structures and modern, chartered financial
 
institutions and often serve as 
the first step in the development of formal
 
financial markets in rural areas. 
 Credit unions bring institutional financial
 
services to rural areas not generally served by formal sector financial
 
inter-ediaries. This lowers the cost of borrowing and raises the yield 
on
 
savings. As a result, both savings and 
lending are increased substantially.
 
Since mny credit union membcrs are new entrants into the financial system,
 
the growth of credit unions is likely to reflect increased monetization of the
 
economy and increased economic efficiency by reducing the costs of financial
 
intermediation to middle and lower income groups previously dependent 
on
 
informal financial market services. 
 These new savings provoke both investment
 
and consumption through credit union loans at the local community level.
 

C. Program Impact
 

1. Macroeconomic Impact of the Amendment
 

The macroeconomic impact of the sector assistance will come from the increased
 
foreign exchange availability to the public sector and the consequent increase
 
in budgetary resources, as was the case for the original grant. The ASNG
 
allows Niger to increase the level of imports above that which would have been
 
possible otherwise. The proposed increase would equal 23 percent of the
 
anticipated foreign exchange financing gap in 1989, as 
estimated in the GC'
 
Policy Framework Paper (PFP) 1988-1990. The impact in subsequent years should
 
include greater levels of intermediation of rural financial assets. As
 
intermediation increases, credit availability in 
rural areas will increase.
 
Since the current lack of credit in rural areas suppresses aggregate demand,

this new credit source should stimulate a higher level of economic activity,
 
including short-term investments in agricultural production.
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The local currency generated from the cash transfer will be deposited in a
 
special local currency account and programmed in support of development
 
activities in agriculture. These funds can reduce shortfalls in Government of
 
Niger contributions to projects' recurrent costs. Such shortfalls are due to
 
the weak public finance situation which constrains the amount of budgetar,
 
resources allocated to the sector. Low productivity limits the revenue yield
 
the Govtrnment can obtain from domestic production. The local currency
 
account augments the Government's revenue-raising capability without
 
exacerbating the public debt problem. The local currency spending will take
 
place in the sector that has become the leading element of the Government's
 
long-term development strategy.
 

2. Aaricultural Sector Impact
 

Village-level credit unions build upon the strengths of informal institutions
 
for savings and credit (tontines and money keepers) by providing a safe place
 
to save an'. a convenient form of credit for myriad purposes. Credit unions
 
will have the long-term effect of creating a more complete financial cycle
 
resulting in an increased rate of investment of local resources in the local
 
econo.'. Credit unions promote more effective rural financial intermediation
 
of existing rural liquidity and provide an expanded resource base for the
 
overall integration of rural economic activities.
 

Convenient and timely access to credit will allow farmers to obtain key
 
agricultural inputs on a timely basis, to participate in off-farm enterprises
 
such as agricultural product marketing and activities relating to agricultural
 
production support. Rural enterpreneurs will have access to credit for
 
commercial purposes to expand their activities to service the rural
 
population. At the macroeconomic level, credit union development does not
 
re;uire a large investment by the state or the creation of an administrative
 
infrastructure for implementation. Credit unions rely on local leadership and
 
management for their functioning.
 

The need for assessing progress in project implementation and measuring the
 
impact of the credit union activity on participants/sector at large has been
 
clearly anticipated during the design process. The project document (See
 
annex D) enumerates suggested targets, building on already existing benchmarlks
 
identified by the OSU study. Proposed actions include installing financial
 
and statistical information gathering procedures at each credit union level.
 
However, as specified in section V (Information Plan), the data gathering an
analysis tasks regarding credit union development activities are to be
 
incorporated within the existing data bank and the general analytical approach:
 
in place for monitoring effects of the other ASDG I Program policy components
 
and counterpart-funded project activities.
 

D. Social Soundness Considerations
 

The CNCA's lending program failed for a multitude of financial, managerial an'
 
social reasons. From a social perspective, the OSU study pointed out that tC
 
central government lending programs were perceived by villagers as alien and
 
imposed upon them for specific purposes usually tied to donor or central
 
government sponsored production activities. The lending structures, i.e.,
 
terms and interest rates, did not coincide with the short-term cash-flow needs
 
of village life which were usually for consumption purposes. Deposit services
 
were, likewise, overlooked as an Important part of the rural financial market.
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Furthermore, because of their nature, the formal lending programs never served 
as a catalyst to increased liquidity circulation or expanded financial 
intermediation. 

Based on the OSU study's recommendation and as part of the ASDG program,
 
consensus 
was reached with the GCN to undertake the development of a pilot
 
credit union activity to test the feasibility of an expanded credit union
 
movement on a national scale as a means for promoting improved financial
 
intermediation in rural areas. The concept of credit union development is
 
based on the substantial amounts of already existing liquidity found at the
 
village level in Niger through tontine and money-keeper activities. Credit
 
unions normally have characteristics of both traditional, formal camnunity 
cooperative structures and modern, chartered financial institutions and often 
serve as the first step in the developnent of formal financial markets in 
rural areas. Local initiative, responsibility and investment build the credit 
union system starting at the comnunity level. The democratic structure, 
operating principles and social goals of credit unions build upon the
 
principle of traditional mutual cooperation that exist in rural areas.
 

The evidence on tontine and money-keeper activities presented by the OSU study
of rural finance in Niger further indicates that substantial informal 
financial intermediation is already occurring at the village level, arn that 
there is a prcmising base of liquidity circulation reflecting current dein-rd 
for derosit and loan services. The study also points out that indigenous
 
leadership and experience exist at the village level to manage sizable flows
 
of liquidity through these informal channels. These findings would further
 
indicate that these indigenous forms of savings and loan activity could form
 
the base for the emergence of a network of voluntary savings and credit
 
cooperatives or credit unions at the village level.
 

Voluntary savings and credit cooperatives, i.e. credit unions, emulate many 
highly valued features of village finance, thereby ensuring a greater chance 
of their acceptance by villagers. The OSU study indicated that many villagers 
need short-term, easy liquidity to snooth out their cash flow needs over the 
year. ResooWrjents to the OSU study also indicated a desire to secure
 
alternative savings mechanisn.s other than holding their savings in risky
 
inventories (crops and livestock) which can be depleted by disease, drought or 
spoilage. Credit unions offer savings services, can grant loans for 
consuxption needs and as these loans are short-term, can be repeated many 
times, thus responding to the multiple liquidity needs of villagers. Savings

activity leads to expanded loan activity, as savings act as a form of
 
collateral that generates access to future loans for members. 
The close group

association acting through village-level credit cormittees and frequent,
 
repeated deposit and loan activity generally insure responsible loan recovery
 
behavior.
 

On-site loan management activity is what forinal goverrnent-sponsored credit 
prograTs located outside the village find difficult to enulate at the village
level. It is extremely difficult for government programs to evaluate nunerous 
snail loan applications, to offer the sane range of services, maintain the 
sai-e level of active loan turnover and instill the same degree of confidence 
and loyalty as a village-level institution. As a consequence, there is wea'.1 
identification among villagers with the interests of the government-sponsored 
credit program and poor loan recovery. Village-level credit unions are the 
only forwial vehicle of fin.ncial intermediation that can avoid these 
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shortcomings and effectively build upon the strengths of informal finances at
 
the village level. 
 An emerging network of these village-level credit unions
 
offers the potential for financial intermediation between surplus and deficit
 
units across villages. This financial intermediation between savers and
 
borrowers makes an important contribution to improved resource allocation and
 
subsequent economic growth. This intermediation across villages is what
 
informal tontine and money-keepers activities cannot carry out. A growing

network of credit unions will eventually constitute a built-in base for the
 
emergence of a viable, self-sustaining rural financial institution that could
 
begin to incorporate production loans 
as part of, their village-based activity.
 

Evidence in other African countries is that once credit unions are well
 
established and have ample liquidity, moving funds between areas to satisfy

credit needs is socially acceptable. This stage cannot be expected to be
 
reached in Nicer for many years. 
 WOCCU's monitoring system will allow
 
attention to this question over .time.
 

The direct beneficiaries of 
the proposed WOCCU credit union intervention will
 
be approximately 1500-3000 villagers of 
the selected project zone. This
 
estimate represents the eventual credit union membership target after three
 
years of organizational and development activities. 
Secondary beneficiaries
 
will be those rural inhabitants who will be involved in economic activities
 
instigated by the multiplier effects of increased financial intermediation of
 
resources at the village level.
 

Initial credit union members will be residents of Hausa-speaking villages with
 
a population of 1,000 - 3,500 (2,500 is considered optimum), in which there is
 
a variety of income 
sources and evidence of descretionary income. Most
 
members will be farmers or traders by principal vocation. The majority of
 
members will be illiterate, with perhaps one-third literate in Arabic or
 
Hausa. Few, if any, members will be literate in French. Special efforts will
 
be needed to reach potential women members as many women state that they are
 
reluctant to pool their funds with men.
 

The WOCCU project intervention will devote a substantial amount of resources
 
to the collection and analysis of baseline data to accurately determine both
 
the econcmic and social impact of credit unions in rural Niger. 
A statistical
 
base as well as methodologies and procedures to measure the impact of credit
 
unions already exists as a result of the OSU study. 
 The WOCCU project will
 
build upon this data base and further gather and synthesize credit union
 
financial and related statistical information on a regular and on-going

basis. Key variaoles to be monitored will include: 
rates of savings and
 
membership growth, credit granting and repayment rates, income/expense ratios
 
and overal profitability. These data will be disaggregated according to
 
gender, income class, family size, 
ethnic group and occupation.
 

IV. Program Implementation
 

A. Overall Implementation Responsitilities
 

This sector assistance program will continue to be comprised of two groups of
 
activities under the proposed amendment: (I) policy implementation and its
 
support activities; and (2) management of local currencies derived from the
 
grant.
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I. Government of Niger
 

The "High Committee", chaired by the Secretary General of the Office of the
President, and consisting of the Secretaries General of participating

ministries, is responsible for reviewing, guiding and providing semi-annual
 
progress reports on implementation of policy reform measures agreed to in the
grant. 
 The ASDG "Technical Committee" assists 
the "High Committee" in this

effort and is responsible for daily monitoring and reporting 
on
 
implementation of the measures.
 

The Ministry of Plan is responsible for use and accounting for local

currencies derived from the grant. 
 Within the Ministry of Plan, the National
Investment Office will continue to program, monitor and account for allocation

and use of local currency (from the grant counterpart funds). 
 The Joint

GON/USAID Management Committee and 
th.2 ASDG Secretariat will continue to

coordinate activities and prepar 
necessary reports and documentation related
 
to the counterpart component.
 

2. AID
 

USAID's Agricultural Development Office will continue to manage the program

and coordinate its implementation with 
the Program Office. 
 The USAID program

steering committee will continue to monitor and evaluate the program.
conmittee is comprised 

The
 
of the Agricultural Development Officer, who is the
chairman of the committee, the AS.3G 
Program Officer, a financial analyst from
the Office of 
the Controller, an agricultural economist, and a
 

macroeconomist. 
The specific resposibilities of the committee remain as
 
described in the original PAAD and 
Program Grant Agreement.
 

B. Implementation of Policy Reform
 

Under the 
original Agriculture Sector Development Grant, the Government of
Niger agreed to modify its sectoral policies during the life of the prograz in 
the areas 
of pricing and marketing, input subsidies, input supply system,
credit, border trade with Nigerie, cooperative and private sector promotion.
The 1987 ASDG amendment added restructuring and the diversification of theseed and plant material multiplication system. 
 Under this amendment,

additional conditionalities are 
being included to the agricultural credit
policy reform area 
focusing on credit union development. This activity

represents a progression of 
the policy reforms already achieved under this
 
reform measure.
 

1. Implementation Responsibilities
 

Government ofNiger
 

Under the original ASDG Program, the Ministry of Rural Development (,MTD), 
and
the Ministry of Plan 
were responsiblp for policy implementation. However, in
1985 the MRD was reorganized into two ministries, the Ministry of Agriculture
and the Ministry of Animal Resources. 
 In 1987 the two ministries were again
reorganized into the Ministry of Agriculture and Environment and 
the Ministry

of Animal Resources and Hydrology; these two ministries are the principal

agencies responsible for policy implementation and will continue in this
capacity for those areas of 
policy reform under their purview. Under this
Amendment, the Ministry of Plan will have the principal policy implementation
role for credit union development. 
 All involved ministries' responsibilities
 
include:
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-	 monitoring the program of policy reforms; 

--	 carrying out the necessary policy studies, assessments, seminars or
 
workshops aimed at achieving intended policy reforms;
 

ensuring or coordinating the issuance of necessary administrative decrees 
for policy implementation from appropriate ministries or agencies; and 

-- coordinating inter-ministerial reviews and evaluations of the policy 
reform program. 

AID 

The Agricultural Development Office, with the support from the steering 
committee, will continue to be responsible for:
 

monitoring the policy reform'program and preparing reports for USAID and
 
AID/Washington as required under this program;
 

-- preparing and reviewing with the Government of Niger any changes or
 
revisions co the grant agreement;
 

-- coordirating and carrying out 
the necessary reviews and evaluations to
 
ensure 
that policy reforms are properly implemented.
 

2. 	Policy Implementation Schedule:
 

The revised indicative policy implementation schedule which covers the ASE.3
 
Program extension period, June 1987 until the PACD of September 1989, is as
 
follows:
 

Action 
 Month/Year
 

Condition Precedent for third tranche met. 
 June 1987
 

Grant Agreement Amendment signed. July 1987
 

Establishment of Technical Committee Structure. 
 August 1987
 

Semi-annual progress report submitted and 
 December 1987
 
reviewed.
 

ASIG TA Contract Amendment signed. 	 February 1988
 

Carry out recommendations of the agriculture February 1988
 
credit study by establishing the framework
 
for formation of credit unions.
 

Average level of subsidy on agricultural April 1988
 
inputs reduced to no more than 25 percent.
 

Prepare a work plan for implementation of all April 1988
 
policy measures to be executed as of A5DG PACD.
 

Seed Policy Advisor arrives. 	 April 1983
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~aneat, b1 conditioned 
~-satisriec tne cuciions set ror~n 14S~eCt i 0 V - A or t his 'Ame ae atm n 

~> wii e 	 on evicence that ,the 6rmn f~~ a 

acc to resource approximatey~. 	 made'aoiton trit- tranrer millon wI 

- -~ ~ avaiaoit to~tdie -c1yr -tcrougn a LitdSbera Arewn6 G c
 

8rant a uuLu for th ipeetto of, a: crecit' uni6n :pro ect' ntervention 

.me fboin iaile iV. 1 pro is performanc cir aiicators ,hicn ae 

aiso tie. remaininS 'conditions drececant to i urt rie r do aria, s 8 rse mearts.
liiree G1'.- -Ii isAzuoet to cy ec aro16' in0 t eir t hw etain po er6 ' n 
area ortinanciai. merk e'op'eu t. Ths OPs are in6ten (Ied t o provide the 
necesay, oiicy'environment in suprtCOf t re, nd~ enaen't toa 'vlp 

-creart 
 union movemeut~ in-li ~er. *2nis represents' a progre2ssve step- towarC1 
to& poiicy rerorm targtr or esrabiisin do erf ctLiv an( efu - r.. 

~r~inanc'Inyt~ a o prepare a,pan forTha requires te G 
Ii pE:MnLat ion of ne~ -roposeu foiicy' ciang I be~ e cu te ri or, tax 


~tne COMpieLion Or Lue Ab G 7 
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TABLE IV. I
 

Indicators of Progress Made in Targets of Policy Reforms
 
Policy Changes
 

Before Release of Fifth Tranche
 

1. Take appropriate actions in 
accordance with the conclusions 

1. Establish an effective and 
efficient rural financial 

and recommendations of the 
agricultural credit study, to 
encourage the development of rural 
fina:zcial markets. 

system (credit Unions). 

a. 	 The GC agrees to review existing statutes and legislation and develop a
 
plan of action to assure that the appropriate legal framework is set in
 
place to foster credit union development.
 

b. 	 The GON provides interim legal status to credit unions supported by the 
USAID project permitting them to transact business with all rights in law, 
inc'uding the right of enforcement of contracts and legal redress. This 
interim legal status will be provided by the issuance of an Administrative 
Decreee or Ministeriel Arr~t no later than ninety days after the signing of 
the Grant Agreement Amendment. 

c. 	 The GCN provides exemption to credit unions supported by the USAID project
 
from current laws or statutes governing banks, financial institutions and
 

cooperatives. This exemption will be provided by the issuance of an
 
Administrative Decree or Ministeriel Arr~t6 no later than ninety days after
 

the signing of the Grant Agreement Amendment.
 

2. The GCN Prepa res a plan for implementation
 
of the proposed policy changes that will
 
be executes Frior to the completion of
 
the ASD3. This will include:
 

(a) 	Reducing the average rate of (a) By the PACD the average level
 
subsidy on agriculture inputs of subsidy on agriculture
 
to not more than 15 percent of inputs will not exceed fifteen
 
the delivered cost of the inputs; percent (15%)
 

(b) 	Having in operation a tender (b) Reduce government intervention
 
and bid system for reconstituting in cereals markets.
 
OFVN stocks for all purchases
 
and sales; and
 

(c) 	Maintaining a minimum level (c) Reduce government intervention i:
 
of 6,000 Tons of village level cereals markets.
 
grain stocks through
 
arrangement with cooperatives
 
and Groupements mutualistes;
 



-0111 
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S-anc cooperative~ sector 
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o~ditribution or agricuiture inpuits, 

and divers ty' olt imro'ved 
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JTIhe eNLr/SA- 'onjo int, Lov ername nt o1d a erpart n:aiaement; 'ommitteez review s ano, rank .orders roaltrti uo8fro e ocal ,Currenysei 
acout ko .winS the 'review, tlie, uom t tee mak eS wri tten re commend'attais 

ro tuto toea - ~i~ r i'i oUS .~ ~ursCall betransterre(a fm 'toe speca acco nbo 
d 

o 6So~ isao rc 
ano ,toe iinister 0C annave-,counters citoeapry acet 

h. :,ther Y~o r i y n, x c nan, e aomponents o14tne Program 
under toe, ~a excha06e. comp.onen t aftile art~~n '1 in 
rthe first Aenmet,to, toe I-i,~ a total 'of.1 U,U U was made avaiable, ao 
tecnical assistance~aQ~ i; OU as Lae ava i d b.Le tafr ap icy stud es, 

-srvc trinin6 and ea a ion.-

ITeL, Lciiicd &S~SiSranCe team, Ca p1iit.:G 0.1 d senior a6ricultui .L 1oiiC y
'~advisor,~ an a~riculturaJ.'jricy analyst, a aevela menz economiS t: and a 

igcrucoz,) ter~r~sourceL* speciaisi .ras rieiceu in Uctae,'L~o. s 
* poiicy acyisor~was addied to toe team in 'the 'last contract amendiment. oderLnI pruiosc AneDGi et, -. a &G1tIOua /1J L i fll oe made -ivailamJle 'for 

recoonica3. assistance tofly una' rle team, t rou~ toe PA 

A- u ucr iiS eCOMEnD,~ apprxmtl 11. mili4 be ,made a-vaiale 
tooeG~ovi a Liaitec. Scap 'Urn Agemn .SA t fiaoeag to 
u*i, r credit un2ion poect ot~rVeMLI n.*~hA~o a 

F~ kinaocia.lPlan 
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~toe &A.LI iocluain8 thisLAe aGM n i~hiks,Ahen wment, a total of. 
ii to ol:,uu(esu~l/ie' rs una aliorment) ',s ianne'a or ol0lIar 
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waicn wiJ.contain, cerraia puL pert ormace ci rs and 
preeer aote coildr disboursements 

2.t~ ct r tiie Government az 1iger N was sifedcon tiLanb -prcedent,
th U. resury ,i.L be reqtiesto_ by ,b ao oc entaiu 
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Fr serv e. b,o i orK,zi wo rK 
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tot'eA ,6 U n rP r t uia-acco n c i rdn tneesury.
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Lo c1n currecies 0q Uva 17q~ t p h oirdibrecswJ 
bc d,P~s it Ott in1' th e Spo XILc .~ Vr~.* cu iL ti 

BCA&inJ~we, gr, for tie USAID NigerTrustjFund. 

Fnla~ on a tside in:'li'for 11 xch ccg nt foraud to of, Li 
p6rogam. Pi' emn nnt' of 1ear,, w i I arrang for iindopendent; audi t ;oLs a ,,, 
local currency,: program. oQrm a1"USG adt ;provisions il apl -otechnica1 
asshitanc'e -contractiors, t rarannr it, i h horn AID, a s a d iract co0 tr atun 
rel ations ip. 

Ofthe t 4-?2O rnmil;Vion ,budet Thor-tlic - li _ 
n-service~ iwr~os va 3lOO obligated priortri and ua 4on, a 

to via e- is 000849 000, in l987 th18) t Amendinent and 200 wit t i 
Amendment.~ Direct AID'contrcting ' se o hes cii s. Teieh 
of financing its direct paymuent-, Under this, Amendment a! SA in t1 aYuto 
1 9 Million w] Ib used to 'finnInce a grant' to WOCCU fo ceiunon 

payment. , 7e illustrative methods o p financingarIpementation.and 
provideJ iby Table U.V3. 

Sac,t'i on 121 (d)~ certification standards have been 'and, will cont'in'ue -to be 
njLidto Lhe Secretariat. A 12 dcertification rev ew will' be arried"' 

out ona include nwh.mIwillnjbais 
ledersof Planl VI'ILH of krojects £'inanced' th~rough11 Mili~ryof Mid SILLe

theilocal currency fund..-o local currency, funigw b corll'ed byt 
under the tchnical as Itance comnonent of te grant Direct 

procuroment and payment will coi In t b e used by USAID for ths'opnt 

AA 
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Ccnditlonal Dollar
 
Disbursement 


Technical Assistance 


Limited Scope Grant
 
Agreement (WOCCU) 


Policy Studies,
 
Seminars, Workshops 

EvaluatIon 


Audit 


in-Service Training
 
and Support 


GRAND TOTAL: 


"FAiI.E IV. 2 

Illutrntrvr OIl,'lgntlon of Funds 

Prevlo.,; Obllgit,,d This Amendmi-t 

SDI' .SF To 
 It SDP DLA Totl 

18,637 16,278 31,905 4,900 
 4,900 


3,007 - 3,007 
 200 200 


- - - 1,900 1,900 

722 - 722 - - 

173 - 173 -  -

60 - 60 - - 

38 - 38  -
 -


22,637 16,278 38,915 
 - 7,000 7,000 

SDP 

18,637 


3,007 


-

722 

173 


60 


38 


22,673 


DFA 


4,900 


200 


1,900 


-

-


-


-


7,000 


New Total
 
ESF Total
 

16,278 39,815
 

- 3,207
 

- 1,900 

- 722 

- 173 

- 60 

- 38
 

16,278 45,915
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Table IV. 3
 

Agriculture Sector Grant Amendment
 
Method of Implementation and Financing
 

(in $000) Project No. 683-0246
 

Type of Method of 

Assistance Implementation 


1. Foreipn Ex:cange Component
 

Technical Assistance 


Limited Scoje Grant
 
Agreezent 


Folicy StudiCe,
 
Workshops and Seinars 


In service Training 


Evaluation 


Audit 


2. Local Currencv Fund 


Direct AID Contracts 


AID Grant 


Direct AID Contracts 


Direct AID Contracts 


Direct AID Contracts 


Direct AID Contracts 


Basket of sub-projects
 
(Disbursed by program)
 

Method of Approximate 
Financing Amount 

Direct Payment 3,207 

Direct Payment 1,9C0 

Direct Payment 722 

Direct Payment 38 

Direct Payment 173 

Direct Payment 60 

controlled by CON under GCN provided 
121 (d) standards Local currency 39,815 

TC7AL 45,915 

The Project Amendment conforms to the mission's general assessment entitled
 
Mission Financing Policy and Procedures updated as of December 31, 1985. There
 
are no departures from the general assessment.
 

(/
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V. Information Plan
 

Section IV.F. and V. of the July 1987 PAAD Amendment on monitoring and
 
evaluation have been incorporated into the information plan.
 

A. Users of the Information
 

The principal users of data and related information generated under the ASDG
 
program are economic policy decision makers within the Government of Niger.
 
The policy reforms supported by the ASDG have relevance for the Ministries of
 
Agriculture and Environment, Animal Resources and Hydrology, Plan and Commerce
 
and Finance.
 

The Director, USAID/Niger is responsible for determining whether conditions
 
precedent have been satisfied. In addition, the USAID/Niger Agricultural
 
Development Officer has responsibility for monitoring and evaluating
 
compliance towards economic refdrm measures included in the program. He
 
receives assistance in this effort from the ADO ASDG Program Officer, the ADO
 
agricultural economist and the USAID/Niger Economist. They are the principal
 
USAUID/Nger monitors of ASD3 data.
 

The informaticn generated by the ASDC, also, has relevance for other donors
 
supporting policy reforms, most importantly the IBRD and IMF.
 

B. Princip&a Objectives:
 

The principal objectives of the ASDG as amended are set forth in section
 
111.2. of this P.AD Amendment revision. 

C. Prioritv Information Needs
 

Under the ASEW, funding is released in tranches after agreed upon policy 
reform me.lsures have been attained by the CON. A joint USAID-GON evaluation 
is used to dete.mine the degree of compliance to the policy conditlonalities. 
Thus, the ongoing dita collection and analysis activities by the participating 
CON organizaticns and contract personnel contribute directly to the joint ASL3 
program evaluaticn. The joint evaluations provide the necessary information 
and represent the key decision points for the release of the resource tri:-fer 
to the GCC. Also, the mid-term evaluation was used to identify the needed 
management reforms for the implementation of the overall program. The final 
evaluation will assist USAID in determining the content of ASDG II. 

D. ManaSement Information System (MIS)
 

Table V.I. was developed by the University of Michigan (U. of M.) technical
 
assistance (TA) team in collaboration with the various ASDG counterparts. The
 
table illustrates the tracking system moving from the policy reform objectives
 
to the monitored indicators and ending with the specific data source for each
 
policy reform area. The data sources include both standi I CON statistics as
 
wel,l ASDG-specific data collected in support of the ongoing efforts.
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"AkiLl. V. I. 
MON I'IOK 

PULICY rhkUK-j Iu'tL~th ANIJ UDIJLL.'IVLb iiU,'l'4UaLK l1itILi11URS UF CONPLIANCL AND IMPACT 

by .nd ot TI: Naximum rate 01 subsidy - !u% GON Ag Input pricing decreeshy end o1 -Z:1 ix lruul rate of k,tbsidy - JU- Lt\ price schedules 
By end 01 T: Pinximum rate ot subsicly -

UPV ILWDLKSb/bb:) 

BY end O 'It: 20. .L 1'V,i 'iilc ise i a ijdaa by tender/6b11 O'VN cereal trall;cLion reportsby end ol T2: 5Ut. ot UI'Vh purclia.;e: and s.lus by tender/bid Free market cereal prices

by end o1 IJ: maintain use ul lnider/btol systelli
 

VILLAGE LEVLL GRAIN S"UXAGL 

By end ol 1i1: "lo be promoted thru arralnie;tunts w/coops, GMUbjs Levels of cereal band stocksby end of 12: Reacti b,UOU tons ol storage by Gis & coops. Levels of G0N village stock programsby cud of iJ: Mlaintain use ot tihese iacllitles conoiic viability ot Lbs 

AGKILUL'U&AL LRLbI' 

by end ol 11: Initiate AG credit biudy jisnstance to/cooperative with study teamby end oi TZ: Cumplete Ag credit study Publication of reportby end oi Tj: hncourage development ul rural linatclli markets Uonstitutlon of credit policy task force 

Lxpansion ol 
rural financial mkts/networks 

LIVt!'UC.K/NILBh BURULK THAUL 

By enu ol TI: rKeuuce auminlstrative & liscal restrictions 
 GON decrees simplifying procedures
By end TZ: 
 GUN decrees decentralizing control
By end of 13: Maintain & promote tree trade (exports) 

CLKLAL PKI.L 

By end of 12: Abotish uniform natlonal prlclib lor cereals Uuu decrees on marketing canipaigis 

CIN'IKALL D' APPROVIS INN -EN1 

By end ol i2: Develop the LA reward coop-ow,,eu Input supply Preparation of new statutes for the CA 
entity In competlitLion with privaLte sector
 
input supplier".
 

.
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IAIi.,F V.I. (LUNI) 

IMPAtA 
SPE'CIFIC SOURCLS AND DOCUMENTS 

uUN buuetary outlays for Inputs
Lflective demand for Ag. inputs LU ;inial rueporLi 

NA/DLI-'SA production/Input use stats 

S.avIngs realized by Utlice 
Proportion sold by prouucer groups 
Lereal price stability 

Village-levei cereal stock stability 
Vlliage-level cereal price stability 

Economic gains/losses 

LI'VN' audiit (loctLments 
'r(ice and stock level bulletins 

;IA/DiJ'SA study 

Enquete stocks Villageols, 8i/bb 
I\A/idiA''SA cereal banks study 

Access to credit 
Access to savings institutions 

leve.L o" Investment 

Extent ol exports (licenses issued, 
transcripts from uordcr posts) 
Interviews with traders 

karmgate and consu.Jur prices 

tUSb ruril linancal mkts study 
(i4E activity repots 

(ULUSA coop guarantee lund reports 

MCII/DLCE, NU. oi license issued 
u,cr(ees on marketing campaigns 
Lh oi Lc=./CNLE reports 

(;UOruecrees - 01'VN documents 

Scale ol new CA operations 
Viability of new uA 
User prices tor inputs 
Kieliabiiity ol delivery system 

LA Iinancial reports 
LA annual reports 
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8. 	 provide training aimed at transferring skills in economic policy
 
analysis, formulation, and monitoring to the Nigerien counterparts in
 
order to develop the policy analytic capability in the Ministry of Rural
 
Development; and
 

9. 	 prepare required reports for both the Government of Niger and USAID.
 

The technical assistance team will continue to assist in carrying out the
 
functions of policy analysis and will work closely with the Agricultural
 
Development Office of USAID/Niger in monitoring implementation of the policy
 
reform program. The technicJl assistance team in collaboration with its
 
counterparts in the Ministries of Agriculture and Environment and Plan 
are
 
also 	developing data bases to better measure the impact of policy changes at
 
both 	the macro and micro levels. The USAID steering committee will provide
 
recommendations to USAID senior management in determining whether satisfactory
 
policy actions have been taken to meet the conditions precedent for subsequent
 
dollar disbursements.
 

Annual revi&w and assessment between the Government of Niger and USAID senior
 
managezent will continue to be held to discuss progress or problems
 
encountered in the policy reform program. Such reviews will provide the basis
 
for determining subsequent disbursenents of funds under the grant. They will
 
also 	provide an opportunity to make necessary adjustments to the program.
 
Other methods of monitoring the program will include monthly progress reports,
 
quarterly program implementation reports, joint reviews, audits and
 
evaluations.
 

The Mission Director with inputs from the USAID ADO, USAID steering committee
 
and GCN policy analysis will make the determination as to whether necessary
 
conditions precedent for subsequent dollar disbursements have been met or
 
whether modifications of policy reform targets are needed. AID/W will be
 
informed of the decision with necessary documentation to support the
 
decision. Av decision involving substantive modifications of the program
 
will 	be deferred to the AA/AFR.
 

Monitorine of Local Currency Program
 

Under the direction of the joint GON/USAID Counterpart Management Committee, a
 
secretariat has been established to monitor and account for use of counterpart
 
funds. The responsibilities of the secretariat include technical and
 
financial review of counterpart use proposals, regular reports on allocation
 
and expenditure of funds, assisting in annual audits, and site visits to
 
assess performance of counterpart-funded activities.
 

The mid-term evaluation suggested a number of management improvements in the
 
operation of the secretariat including appointing deputies to assist the
 
Executive Secretary in management of the secretariat; publishing standari
 
operating procedures; installing an internal control system for document
 
receipt and action; adopting a standard format for project submission to the
 
counterpart fund; providing training on the use of microcomputers and others,
 
including establishing the position of Deputy Chairman of the Joint Management

Committee to assure continuity of operations. USAID and the Government of
 
Niger have been implementing these recommendations as modified and will
 
continue to do so under the amended program.
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E. Host Country Participation
 

The Ministries of Agriculture and Environment (MAE), Animal Resources and
 
Hydrological Works, and Plan are the fundamental implementing agencies for the
 
Management Information System (MIS). The U. of M. provides a technical
 
assistance team to the Ministry of Agriculture and Environment (MAE) and the
 
Ministry of Plan (MP). The U. of M. has been successful in installing
 
microcomputor capacity and in training MAE and MP counterparts in their use
 
for data collection, analysis and retrieval purposes.
 

In the Ministry of Animal Resources and Hydrological Works, a three-member
 
technical assistance team from Tufts University is, likewise, assisting in
 
implerenting policy studies in the livestock sector. Tufts is also installing
 
microcomputor ca>2ity at the regional level as well as the central ministry
 
level.
 

F. Operation of the MIS
 

Information relateu to ASDG falls into three main categories:
 

- datn used for the monitoring/evaluation of policy reform areas; 

- data used for specific studies in the same areas; 

- data used as part of technical assistance in the normal flow of 
ninistry activities. 

Monitorin$/Evaluation Data: Statistics collected from various sources by the
 
U. of M. team (i.e., input use, input and cereal prices, etc.). These are
 
processed and analyzed, and used to monitor progress and become part of the 
ASDG evaluation of policy reform compliance. These data appear in tabular 
form and are available to AID and Ministry staff. 

Data Used for Specific Studies: These various statistics are gatherel
 
(primary or secondary collection) as specific ASDG related studies which are
 
carried out (fertilizer use, cotton production, marketing by cooperatives,
 
etc.). They are processed by the TA team and Ministry staff on project 
computers and appear in the relevant study reports. They are also archived 
and regularly updated. Since they include over a hundred different files on 
various topics, their list is organized in a data base. 

Technical Assistance to the Ministry of Agriculture: In this case, the TA
 
team is using data collected by the Ministry's field agents which includes
 
agricultural production and price statistics and appear in tabular and graphic 
form in the Ministry's yearly agricultural statistics yearbook. Statistical 
analysis and presentation are done with constant feedback for top-level
 
Ministry staff.
 

During the agricultural season, the Ministry's Direction of Studies and 
ProgrammIng also publishes a synthesized situation report every two weeks. It 
contains recent information on rainfall, prices, production an,, crop 
infestation reports. It is limited to 8-10 pages, contains tables, maps and 
graphs, and is sent directly to the Minister's cabinet. 

$1
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lnormation management also covers the monitoring of various projects by the
 
nLii stry. kroject Uuueetb and activities are trac~eu turoutn a bimpie data
 
base system allowing the preparation of regular situation reports. tdnistry
 
staff are eutirely in cnarbe ot this activity.
 

,. Escimacea hvaluation &e(uirements: 

ine 1iu-'lerm tvaluation or the ASAU was conuuctea in July l9ou. 
 lhe Final
 
tvaluation is scneouled for July 196j. 
 both of these evaluations are
 
coasiaereo exterunl. 
 Prior to tnt release or successive tranches or ASLG
 
tunas, a joint uGN-LzAlb internal evaluation is conoucted to determine the
 
cegree u1 cumpliance on te part o the Gtr In nettin6 preoetermineu eolicy
 
refori measures. Inus tar under tne ASb, 
 two joint evaluations nave been
 
conauccec, on in i b) ane the otner in June L;U/. Ile ntxt to joint

evaluations dre scneoulta ror bepte-ber 15bb anG September 1585.
 

dlttOLiUly, tue U. o 41. tecrnical assistance 
 tudn wiLl Conduct an interim 
internal evaluation or the Gata bases it has establisneu tor monitoring ana 
evaluatinb A.,u eoiicy rorins. inis will also ta~e place Uelore June 19o:
and. 5ELc jcr 190 7.
 

tor tLIeC UZ LtL-ainillb eXterni evaluation, aa±ta will be requLiru irow t;ie

taole ?rovitue in thie i-an etrent Iuiormation Systeus Section. Ir is data is
 
srjcitiCaLiy reLateu to tne 
 pulicy retoro krocuss. tilbu, as tnt fina.
 
evaluation wili assess 
UbtL/iir's anu the LO.N's nana6 ement performance in 
Lae CuUrbc ui iM, ienentin b te eSbU, ~t UbkiD anG UN recuras ili Le 
important sources 
o1 ata. Ine sat contained in tne tianagement Intornation 
Systte is provicuc by La coliaDoraCin 0 LU;i inLitLtiOUb Ut tne tA1/, witi. t..e 
Stuaies an4 evaluations units o0 tMC P!L±, t-,Ah and INP specifically responsibie 
tor tuie UcL- coIlectio[n and an~ialYS, Data tar evaiuatin. bStuo's manaaeienL 
role wili be erovi,.= oy toe program tiles. 

in accuf-.ct: itn the '.arcl lo, ito/, LXecutive uoL-ittee ur P-ojtzct mcLVie., 
reco::ncatios, toe tinad external AbD, Evaluation Will cover trie results ou 
iollio,-u. aCtions to theLid-tern evaluation tnCtuC.tn5 toe status of non-see.
 
activitie,. Lxcept 
 for tne cranges notec here and above, the description of
 
tac evLu tion planl presented in section V. o the ori5ioaL rA-wu re-ains the
 
sa-e.
 

iLe iine itets tor iecnnical Issiscance; Policy StuajEs, beminarb and
 
Worksnops; and Lvaluation ot the finaucial Plan (Section IV.L.) depicts the
 
necessary utIGInc tor te inrlenentatoun or tule liormation Plan 
fur tLe ASLA.;. 

Intormation Pilan for the Lreuit UnionDevelopment Activity 

lne pilot creoit union activity will incluoe its own monitorin6 and evaluation 
,iai. ,Aut' derived trui tau iLber experieoicc sloulu ne useiui tor other 
bahelani couLtries. it shoulu be noted, nowever, that this is a relativel, 
Modest project in teros o size ki.) credit unioas) an duration (toirte yeors, 
anG uatd wilt not be comrencusive as a result. 

http:accuf-.ct


Quantitative targets for the activity are as follows: 

- Establishment of 5 credit unions per year; 

- enrollment of 500 - 1000 members per year, with average deposits of 2,000 
FCFA. 

- by end of year 2, loans granted, 2.3 million FCFA value. 

At the end of the project the following quantitative results are foreseen: 

- 15 credit unions established, with 1500 - 3000 members 

- credit onion deposits totalling 14,759,000 - 29,500,000 FCFA 

- loans granted 8,000,000 - 15,000,000 FCFA 

Monitoring the level of financial activity (deposits, loans repa .ment rates)
 
providces a means of judging the viability of the credit union during and after
 
the pilot program's implementation period. 

The a,- of the pilot credit union activity is to provide for a system of
 
financial inteu-ediation to rural Niger that will meet the savings-safekeeping
 
and credit of the target population and - in due course - contribute towards a 
more coTplete national financial cycle. 

A statistical base as well as methodologies and procedures to measure the 
impact of credit unions on the econaFic and social lives of the target 
populations already exists thanks to the vork acconplished by the Ohio State 
study. What must be established frac, the beginning of the project are the 
means to gather and synthesize credit union financial and statistical 
infor ,ation on a regular and on-going basis. It will then be possible to 
monitor certain key credit union indicators, such as rates of savings and 
melbership growth, credit granting ans repayment rates, incane/expense ratios 
and overall profitability, etc. It will be possible to feed this financial 
and statistical information into a larger data pool and begin to draw some 
conclusions about the effect of credit unions on individual and family savings
 
and credit practices and to impact on their lives. 

Formal statistical gathering systems can easily be set up ineach credit union
 
by assuring that pertinent personal and financial data are recorded and kept. 
These can be completed and analyzed regularly to yield desired impact 
information. 

At the time of joining the credit union certain personal information can 
easily be obtained. Application for membership forms can be designed to 
facilitate this. The following should be included as a matter of routine: 

1. Ne 
2. Age (Date of Birth)
 
3. Gender 
4. Marital - Legal status 
5. Number of dependents and thir ages 
6. Occupation. 
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Subject to possible reticence on the part of applicants consideration could be
 
given to the following additional question:
 

7. 	 Number of income earners in household
 
8. 	 Level of household income
 
9. 	 Level of personal income
 
10. 	 Value of goods owned; Amount of debts; Net worth.
 

Credit union records should be established to provide, on demand, the
 

following data:
 

1. 	 Number of members - Adult male
 
Adult female
 

Minor malf' 
Minor female
 

2. 	 Total credit union assets/iliabilities
 
3. 	 Total credit union loans/outstanding
 
4. 	 Total number of loans/outstanding
 
5. 	 Total number of loans granted in the period
 
6. 	 Total value of loans granted in the period
 
7. 	 Breakdo.n of purpose of loans granted by number and amount in each period
 
8. 	 Breakdo-7. of purpose of loans outstanding by number and amount at a
 

particular point in tim,:.
 

Note: For ASDG purpose - Sub-categories will be kept in No. 6 and 7. 

The two sets of data above can be manipulated to yield valuable information:
 

-	 Number of people using what services and how often
 
-	 Percentage of target group affected
 
-	 That loans being extended and purpose and to what type of borrower 
-	 Rate of repayment by type of loans and/or type of borrower
 
-	 Average loan per borrower and rate of change over times
 
-	 Average s;avings held by tve of saver, frequency and rate of turnover 
-	 Rate of growth of the credit union versus the others - the banks
 
-	 Rate of growth of certain services by certain types of members.
 

From USAID/ASDG point of 	view, measurements wi I be wanted of the amount of
 
agricultural credit used by number of people and specific type of loan (e.g. 

seed - equipment - fertilizers, rates of repayment and default rate. The 
first of these and the last two can be determined from permanent credit union 
accounting records. The others will be recorded by requiring the recording of 
this information on the application for loan form. 

The monitoring system will be designed and operated by WOCCU, with assistance
 
from Nigerien researchers and enumerators. As noted, much of the data
 
collection can be done as a routine part of credit union organization. Data
 
will be analyzed by WOCCU, with assistance of survey and evaluation
 
specialists.
 

The information resulting from this monitoring system will be used in policy
 
discussions between USAID and the GON. It will also provide information to
 
WOCCU throughout the period of project implementation which will assist WOCCL
 
in identifying problems and possible modifications needed in the model credit
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LOGICAL FRAMEWORK 



TOCTCAT, RAMwInWOpI 

life of Project:

Projct TIPte and Number: Agrlculture .'Pctnr D-vopment Crnnt 
 From FY 1984 to FY 1989
 

683-2046/0247 
 Totnl U.S. Funding: 22,631,000 SDP
 

t 6,278,000. ESF 
;7,o0o,0O0 DFA 

NA, A'RIi; SHIMMARY W!F(;1 VI'IIY VI11 IAPl,I INDICAI<:; MVANS.. (4 I I:ICATION IMPORTANT ASSUMPTIONS 

ProE,rnm or ,o tor Gnil:1. 	1o a sist. the (;(N :1. No furthor doterforntion In the CON st- IstIrcs and IMF 
 1. 	 IMF propram Implemented
achle Its ocnnomic country's bal.anro of payments ocnnnomIc rports and as-
 and 	additional external
and 	finnnclal stnbl-
 and 	budr.ot deficits and debt soss1mont 
 donor assistance
lizatlnn program 
 situntlon. 

available.
 

currontly In place Iii 
 b e
 
under the IMF asuspices
 

2. To contribute to 
the !2. Jncronsed crop production and CON reports, surveys, and 
 2. CON commitment to
goal of Increasing 
 farmer incomns. 
food production and 

independont evnluations incrensing food produc
and nsses ments. tion remains hiph priorit


farm.rs Income.
 

3. 	Climate, rninfall,
 

soil, nnd other natural
 
env!ronmentnl factors d
 
not change drastically.
 

4. 	HIgpher yield seed var.
etfen will be developed
 

under current CON and
 
donor-financed projects
 

5. 	Agriculturnl technical
 

packnges are effective
 
In increasin, produc

tion and are accepted
 
by farmers.
 



NARRATIVE SUMMARY 

Program Purpose:

Promote AgrIcuLtural 
production by diministIng 

the policy constraints 

to development in the 


agricultural sector
 

To 	maintain existing 


Investment activities and 

rane the level of the 

sector's absorptive 

capacity; and 


Contributes towards
 
structural adjustment 
objectives through 
minimtzing the adverse 
impacts of austerity and 
structural adjustn.rnt 
measures on agriculture/ 
rural development programs. 

OIIJI- iIIV .LLY VLRI1IA Ii.I INI)ICATO-S 

Conditions Indcatln_s1_p onp
e
 
:has ben achl, vel:
 

I. 	 More nricultural inputs are 
maqri nvailable to farmers at 

pricen which reflect benefits 

to the ecnnmy., 


!2. The role of the Officin 

Agricult,,ral Input Supply 

Ap.ncy Is redueid and 

trnnsformed toward a cooperati-

vely owned agency In compe

.	 titio:, with other cooperatives 
and private traders. 

3. 	Operating loses of the Grain 

Markoting Agency are reduced 

by 30 to 50 percent of the 

average 1981-1983 losses, 


4. 	Cross-border trade In live-

stock, cowpeas, and other agri-

cultural products increases. 


:5. 	Development activities 

supported by the recurrent 

cost funding from the program 


continue to progress toward
 
their objectives.
 

.6. Framework established for : 
restructuring and diversifying : 
the seed and plant material 
production and distrtbution 
system. National certification
 
and quality control regulatory
 
system operating
 

!7. Legal framework established for 

Credit Union Dovelopment.
 

MEANS 01" Vi.1i III CATION 

Mi,lntry of Agriculture 
ind Animal Pesotirces 
surveys 

Ministry of Plan 

evaluation roports 


Crain Marketing Agency 

reports 


Ministry of Animal 


Resources' Report on
 
Export Policy
 

Counterpart Fund
 
records nnd project
 
evaluations
 

Seed Action Plan,
 
National
 
Seed Service records
 

WOCCU Reports
 

IMPORTANT ASSUMPTIONS 

1. 	 The Increased use of 
market Incentives and 
more competition improves 
reonnurce allocation 

2. Dollar Disbursements Program
 
is functional and
 
generates the local
 
currency as planned.
 

3. Local currency generated
 
from the program Is used
 
to finance activities which
 
contribute directly to agri
cultural productivity and the
 
sector's absorptive capacity.
 



NARIATI[VE SUMMARY 

Outputs:
1. 	 ieoriontation of the ngri-

cultural Input subsidy 
policy and restructuring of 
the Official Input Supply
Agency achieved. 

2. 	 Promotion of competition 

in grain marketing through
the liboralization of 
official marketing and 

pricing policies achieved. 


OIJi.CIVi VENI.FI.IABLE JND1iATUR; 

CondI IL Ion Indl Irn I np outputs hnvn 
lbeenn IhiI ve. F

!1. level of. niuhfldy on any input 
. redurod to no more than 50 percent 
: of Its fiill dolivered cot. 
!:RP,,ourcer, 

!2. Rate of suh;Idy declines to a 
maxlmtm nverae of no more than
 
15 percent 


3. 	Significant progress made In the 

restructuring of the official 

Input Supply Agency toward a 
cooperntivoly owned input 
supply i-ntity. 

!4. 	Removal of al.l restrictions and 


fiscal Impediments, except re-

qutrements for professional

lcensing, on the movement of 

. grain within the country. 

: MIAN; OF" VERI .ICATION 

:Covernment decrees, reports 

and surveys from Ministries 
!of Agriculture and Animal 

Comm,,rce, 
:Finance, Plann'tng, Official 

,Cr.in M.irkoftaIng nnd Input 
:Supply Agencies 


:Joint Program Evaluation 

:Sector Assistance Program 

:records, evaluation 

:reports, and special 
:studies. 
' 

!Grain Marketing Agency 


:records 


IMPORTANT ASSUMPTIONS 

!. 	Farmers are responsiv.
 
to economic Incentives 
both -inthe use of 
agricultural inputs an'
 
in their decision to
 
produce and market the
 
outputs
 

• 
:2. 	The response from
 

cooperatives and
 
private sector In
 
adequate in enswring
 
competition in both tht 
marketing of agri

cultural outputs and 
supplying agricultural 

inputs.
 

:3. The CON continues its 
commitmenl: to develop 

self-managed coopera
tives and encourage
 

private sctor develop
, ment. 

,4. 	Cooperat;ves and
 
private sector are 

, responsivw to the open-
Ing up of marketing 
opprtunit:ies in both 

, the gricultural
outputs aTd inputs. 



NARRATIVE SUMMARY .OIIJEC I VI..I,VIJEI, [AIIIE I NDI AOS 

5. The role of Official Grain 


Marketing Agency In urban markets Is
reduced towir 
 that of managing food 

reserve ntnrk nt the wholesale level,
food aid h.qndler, and supplier of 
cerra1i to colloctlvo conlmorn. 

6. A system of tenders and bids In 


established by the Official Grain
Marketling Apency in order to encourage 
competition In the purchases and sales 
of grain from the Agency; the target 
level is 40 percent of the Agency's 
total transactions during the life of 
this soctor assistance program.
 

7. 
Village level grain storage through 

• arrangements with cooperatives 


level JR 6,000 tons during the life of
 
this sector assistance program..
 

8. Radi.o broadcasting of grain marketing

situation at 
the "arrondissement" level
 
establIshed and functional; 
the target
 

: 	 MEANS OF VERIFICATION 

!Grain Marketing Agency 


:statutes developed by

GC,-Donor Committee 


' 

: 


'9 


:GraIn Marketing Agency 


:records 


: IMPORTANT ASSUMPTIONS
 

5. Cooperatives have
 

adequate storage capa
city and are able to
 
manage the grain
 
reserve owned by the
 
Official Grain Market
ng Agency at the
 

'village level.
 

6. The GON provides
 

: 	staff who are adequately trained in policy
 
: 	 analysis and capable 

of implementing the 
policy reforms in 
appropriate offices. 

!MInistry of Agriculture, :
 
!Cereals Bank Study
 

level Js 75 percent of all the "arrondis-:
 
sement" markets. 
 U,

.,
 
9. Uniform national pri'!ing abandoned. 
 :Price and Marketing 

I e 
.. ulrveys 



NARATIVI: SUMMARY 

3. Appraisal of the 

country'n agricultural 

credit Itunation, par-

ttc-larlv In the informal 


credit market, achieved.

Implementation of study's 

recommendation for experi-
mental program. 

4. Policy to promote bor-

der trade of livestock, 

cowpeas, and other agri-

cultural products adopted. 


5. 	Promote more cooperative 

and private trader 

participation in the supply 

of agricultural inputs; border 

trade of livestock, cowpeas, 

and other agricultural pro
ducts; and internal grain 

marketing and storage. 


I.I AAJ LI.LI 	 VI-RH 4I CAuI '(JA1U:;" kIA N:;O ' Vf IFICATION 

10. In-depth study of 
credit in the country 

ngricultural 

djone and 
"Credit unions exempted from 
:current laws or statues 

: 
appropriate policy recommenrlntionn 
and experimental proI}rrrnq .- doptrd. 

:governlnp banks, financial 
:Intlft,tons and cooperative; 

:Credit uniong transacting 
'husiness with all reghts of law; 

:Schedule for the development 

:of national credit union 

.eglnlation, 


11. Reduction of administrative and
 
fiscal requlrements for obtaining 
 :Joint GCON-AID Program Evaluation;

trading permlts and export licenses 


. for all agricultural products. 
 ' 

12. Svstom of high minimum license nTntrv of Commerce decrees 
fe,.s for I ivestock and other agrf.

: c Itir.l] products Iq replcrId by a 
: 	 fee vrtem which Is proportional to 

actual volumes. 

13. Administrative decrees issued to :Cooperative statutes developed

allfw cooperatives and private 
 :and approved.
 
traders to supply agricultural inputs!
 
in competition with the Official
 
Input Supply Agency.
 

14. Administrative dIcrees issued to
 
allow cooperatives and private
 
traders to engage in primary marke
ting of grain freely includinp
 
during the offfciln buying campaigns.:
 

571 

i MI'ORTANT ASSUMPTION! 

VI llape interest in 
credit unions 
maintained
 

GON does not create
 
competing credit
 
institution that ha:
 
unfair advantage
 
vis-a-vis subsidlzec
 
interest rates.
 

Terms of trade for
 
Niger products
 
remain favorable
 

with Nigeria
 



NAPRATIVE SUMMARY OBJEC'fiIVIY VEH. 11:ABLE INDICAITORS NEANS OF VERIFICATION :IMPORTANT ASSUMPTION 

15. The relative share of ag.rlcultural Cooperative records. 
inputs marketed by cooperatives and
private traders increnses at an annual 
av,-rnge rate of 2 to 
the program period. 

5 percent during 

16. The relative nhare of angricultural Marketing surveys. 
outputs marketed by cooperativsq 
and privnto traders Incrrases at an 
annual avrragpe rate of 2 to 5 percent 
during the program period. 

6. Establish the framework ! 
and prepare action plans for : 

restructuring and diver-sifying the seed and plant 
material production and 
distribution systems, 
including establishment of 
a national certification 

17. Increased availability and use 
of improved seed. 

18. Dpcentralizd and autonomous 
decision making in price and output 
levels for the multiplication and 
distribution of seed and plant 
materials. 

National Seed Service 
Seed use and demand survey; 

Rcglonal Seed Committee records 

Promising new vari
! eties generated by 

research program; 

and quality control 
regulatory system. 19. Reduced per unit production, . Seed Multiplicatlon Center 

distribution and recurrent costs of
seed shpply system. 

records and accounting data 

Inputs: 
Dollar Disbursements 

Type and Quantity (T000
$19,412 (SDP funded) 

16,278 (ESF funded) 
Sector Assistance Program 
records. 

Funding Available 

4,900 (DFA funded) 

Technical Assistance 3,207 

Policy Studies, seminars 722 
and Workshops 

In-service Training and 38 
Support 

Evaluation 173 

Audit 6 0 

Credit Union pron--t Pl70 



REPUBLIQUE DU NIGER \ y 1i J 
M a nley, le ........ 

CONSEIL MILITAIRE SUPREMrE 
AN,-;E:-X B 

NEM T 
N. 

E M U2 04_4 V L APS T 
.l-.......... M P / EPP/SPcFSl 

2?e cJninA1te dua 9/an 

R~frmce : 

Objet: 	 Caisse 'Mutuellesd'6pargne et 

de Cr~dit. 

'Monsieur le Directeur, 

Suite c des contacts informels entre vos Services et les miens concer
nant !es c&n'diticns p-6alables relatives l'objet ci-dessus, j'ai l'honneur 
de vcus f.-re part dos Foints d'acccr:ds convenus entre les deux parties : 

1- L'a:p2lation dc-finiti,.o 
rotenue est celle de Caisse Mutuelle d'Epar. 
gne et do CrWttJit au l,'u do Ccogrative d'Epargne et de Cr&dit afin d'6viter 
toute af~jc~uit. ou confusion avec ncs Coop-ratives existantes.
 

2- Ccncernant la !gislatin, des negociations seront poursuivies 
entre les cdeux parties en vue de l'av&noment du sous-projet USAID conform6
ment au d--urn;t relatir "la Strat6gie de Develcpement de I'USAID lien
droit di c-i " 

3- Les Caiss-s Xutuolles d'Epargne et de Credit seront soumises au 
rcp.-o c l'0r1dcnnance r -gissant les associations au Niger. 

4- Elles no 
seront pas concern6es par lOrdonnance relative aux 6ta
blissements financiers et bancaires.
 

Je vous saurais gr6 des ccimcentaires et observations que ces points
 
d'accord susciterontde 
votre part, en vue de la poursuite des n6gociations
 

par ncs deux Services.
 

UNIED S 	iE(A \,2mCA 

r,, ...,, 



AN:L,'TEX C 

UNCLASSIF"I . STAT-22I 4G"/IIZ 

CTIC,: -LID' INFO: AVE LC. /3 

TZC7C'OZ34 
__ 

LOC: 2eE 
14 JUL 8 1 

210 
2E 

H =HiC #5145/0l 196OZ14 
 CN: 2915E
 
ZiR U'UUU ZZ 
 CHR;: AID 
P 1422IIZ JUL E8 DIST: AID

FM SEC;TATE WASEDC
 
TO RUZ2SM/AMEMBASSY NIAMEY 6372
,.T"FO L7t.6- UEHAB/AMEMBASS ABIDJAN 62£5 

t1 'AS STATE 225146 " -

AI-.AC AEIDJAN FOR REESO/WCA 

F.O. 12355: N/A
 

SUBJECT: NIGER AGRICULTURE S-CTOR 'DEVELOPMENT GRANT
 
(683-P246/4?) PAAD Al"7_EEIKT 

PEF: A) NIA,._1 2193; 1) NIAMEY 2_,0 

I. rISSIoCi tIRECTOR, USAID/NIGEr, IS EFEPT DELEGATED 
AD ECC AUTHORITT BY AA/AFR TO AFPROVE AND AUTHORIZE THE
FAAD AEjNIENT FOP TEE NIGER AGRICULTURE SECTOR 
rEVELOPMENT GRANT (6E3--0246/47) TO INCREASE THE LIFF OF
FROCRAM FUNDING TO LOLS 45,670,e22. THIS INCREASE FROM 
TEE DEVELOP"ENT FUND FCR AFRICA 
IS TO ADD DOLS 7,O,,eO

AS WELL AS PROVIDING rOLS 775,022 TO REPLACE FUNDS NOT
OBLIGATED IN FY 19E7. IN FINALIZING THIS AMENDMENT THE 
USAID IS REQUESTED TO ADDRESS THE FOLLOWING CONCERNS AND 
CCNSIrERATICS WHICH WERE RAISED AT THE AID/W FROJECT
 
COMITTEE REVIEW 1SE2MAY 3, THIS REVIEW WAS ATTENDED 
!Y REPRESENTATIVES FROM' AYR/PD, AFR/SWA, AYR/DP, AFR/TR, 
CC/AFR AND REFRESENTATIVES 
FROM THE USAID, DIRECTOR
 
GEORGE EATON AND PROGRAM ECONOMIST FRANK MARTIN.
 

2. A2FQUACY OF 'BACKGT,
CUND INYORMATION : TEE DELAYS 
ASSOC IATID WITH TEE AIlDV REVIEW COULD HAVE BEEN AVOIDED 

v%~ 7tE:........................ONE 
 DOCUMEMT, TEE 

YSSENTIAL B)CKGROUND AND ANALYTICAL INFORMATION 
ASSOCIATED WITH THE PRCPOSF'D AMENDMENT. 
 THE COMMITTEE 
APPRECIATES THAT CONSIDERABLE ANALYSIS OF RURAL 
FIRANCIAL MARKETS HAS BEEN CONDUCTED BY OHIO STATE
UNIVERSITY AND THAT THE WORLD COUNCIL OF CREDIT UNIONS 
(WOCCU) HAS DEVELOPED TEE BASIC FRAMEWORK FOR THE CREDIT 
UNION PROGRAM.
 

3. "RELATIONSHIP OF CREDIT COMPONENT TO BROADER SECTORAL 
O-JECTIVES ' THE CAUSE AND EFFECT RELATIONSHIP BETWEEN
TFE PROPOSED POLICY CHANGE AND INCREASES IN AGRICULTURE 
PRODUCTION SHOULD BE EXPLAINED IN THE PAAD AMENDMENT. 
THE DISCUSSION OF THE PROPOSED POLICY REFORM SHOULD
 
CLEARLY IDENTIFY THE CONSTRAINTS AND PROBLEMS BEING 
ADDRESSED AND THE PROPOSED STRATEGY FOR CORRECTING THESE
 
FROPLEMSI. AN IMPLFMENTATICN PLAN LISTING SPECIFIC 

UNCLASSIFIED STATE 225146/01-02 



UNCLASSI FI ED 
 STATE 2251.46/el-02 

)rCCC!lIS_-- lNTS TC YE ACEIEVEr AT SrICIFIC TIrES SECULD
p-SO -E SET FORE IN TEE ArI'D!MFT. FINALLY, TEE PAID

FvE~IrDISCUSS W'EAT TeLIC'S 
 VEEN TEE CEFDIT UNION
L'ISLITION 
IS IN PLACE. IT SHOULD F CLEA EOi TEE,
FiOcs£D .CEEcS 
 fIT WITH CTEIR POIICY rF.FCFS AS WELI
AS OTEFR EFFORTS tO INCREASE IGRICULTU.AL PRODUCTION.
 

4. ATTAINIK;3 POLICY REPORMS: 

P. NATIONAL CREDIT UNION LEGISLATION. WE DO NOT

T-LIIEV TEAT IT WOULD IE APPROPRIATE TO RELEASE TEE
ENTIRE CASE GRANT PRIOR TO A'TAINING TEE EESIRED POLICY
Cr-OCTIVE. FAA SECTION 611(A)(2) FROVIrIS, IN PERTINENT
FART, 
THAT QUOTE NO AGREE!EFT OR GRANT WHICH CONSTITUTES

AN OLIGATION OF TEE UNITED STATES 
IN FXCESS OF DCIS
5, e . . . SHALL BE MADE FOR ANY ASSISTANCE

AUTEORIZED Ul;DFR CEAPTER I OF PART I . . . IF SUCHAlEEE;T OR GRANT REQJIRES LEGISLATIVE ACTION WITHIN

TE- EFCIFIENT CCUNTRY, UNLESS SUCH LEGISLATIVE ACTION
KAY ?EASONAILl BE AN 1CIFATYD TO BE COMPLETED IN TIME TO

7FRUIT TEE ORDERLY ICCOtMPLISErFX'T OF TEE PURPOSES

EUCH AGE£R; ENT OR GRANI. END QUOTE. 

OF
 
IN VIEW O THE
FqUIlE.'1FKTS OF 
 Al SECTION El1(A)(2), TEE PIAD
 

AWEKDYENT SHOULD EAFLAIN TEE MISSICN'S RATIONALE FOR
 
FFOPOSING TO EICUTE TEE GRANT AGREEMENT PRIOR TO
FASSAGE OF TEE CEElIT UNION LEGISLATION. SPECIFICALLY,

THE PAAD SEOULD INCLUDE A DISCUSSION OF THOSE FACTS UPON
V.ICE MISSION RELIES AS THE TASIS YOE ITS EXFECTATION

TFAT TEE REQUIF.ED LEGISLATIVE ACTION WILL BE QUOTE

COMP FIED IN TIME TO PERMIT THE ORDERLY ACCOMPLISHMENT
 
OF TEE PURPOSES OF THE AGREEMENT END QUOTE.
 

GIVEN TEE STATUTORY REQUIREMENTS OF FAA SECTION
E11(A)(2) AND TE OJECTIVE OF SEC RING NATIONAL CREDITUNION LEGISLATICN TO ESTABLISH A LEGAL FRAMEWORK FOR
 
CREDIT UNION DFV.7LOPMENT, 
TEE PROPOSED CONDITIONALITY
 
S-OUID IE REVISED 70 REQUIRE ALEMONSTEATION OF PROGRESS
,,,WARDS PASSAGE OF 
THE REUIRED LEGISLATION PRIOR TO

IISFUTSEENT OF TEE SECOND TRANCHF AND SEOULD REQUIRE
PASSLAGE OF TEE NATIONAL CREDIT UNION 


A 
LEGISLATION AS AC.^ ITON FOR DISBURSME'' TEE TRIED
OF A.
 

B. INTERIM STATUS FOR CREDIT UNIONS.
 

WE DO NOT BELIEVE THAT IT WOULD BE DESIRABLE TO RELEASE

TFE CASH GRArT PRIOR TO ATTAINING THE LESIRED POLICY.
OBJECTIVE. tOREOVER, WE DO NOT BELIEVE THAT THE
PROPOSED INTERIM LEGAL STATUS FOR CREDIT UNIONS SHOULDTE LIMITED TO ONLYI 'OSE UNIONS SUPPORTED PY A.I.D., BUTATHER SEOULD APPLY TO ALL CREDIT UNIONS. WE SHOULD BESEEKING NATIONWIDE REFORM POLICY, NOT SIMPLY REFORMS
REARING-ON A LIMITED SET OF CREDIT UNIONS SUPPORTED BY A
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F&LTICrILLR XCE AGENCY SUCH AS A.I.D.
 

GIT15 THE BE UIEEKKTS OF FAA SECTION 611 rISCUSSED
 
)lOzE, WE BELIEVE THE MISSION SEOULD CONDITION THE
 
IISBURSErI-NT OF TEE fIRST TRA.CHE ON, INTER ALIA TEE
 
.TTAlK.INT OF INTERIM LEGAL STATUS FOR CREDIT UNIONS.
 
TEE FaD SEOUI, OF CCUESE, PROVIDE IBI TASIS FOR TEE
 
I'ISSION'S EIPECTATION lEAT TEE INTERIM LEGAL STATUS FOR
 
EDIT UNIONS IS FORTHCOMING. -

A FINAI CONCRN RELATES TO GON PLANS FOR ESTAELISEING A 
NATIONALLY 1ASED INSTITUTION TO REPLACE SOME OR ALL OF
 
YE. IG CREDIT FUNCTIONS CARPIED OUT BY THE DEFUNCT
 
CIISSE NATIONAL DE CREDIT AGhICOLE (CNCA). IT COULD BE
 
IPJURIOUS TO THE CREDIT UNION MOVEMENT IF A REVISED
 
CNCA-TYPE STRUCTURE iERE TO BE ESTABLISHED AND ENTICE
 
POTENTIAL CREDIT UNION CLIENTS WITH BELOW-MAREET
 
INTEREST RATES, INADEQUATE ENORCEtENT OF REPIIVENT
 
CPIIGATIONS AND OTEER ALMINISTRATIVE WEAKNESSES WHICH
 
AT=i! rxryEMINED TEE INSTITUTIONALIZATION OF SOUND AG
 

CREDIT FROGRAS IN hIGER. TEE MISSION MAT WANT TO
 
CORSIDER A COVENANT WHICH COULD ELP SAFEGUARD AGAINST 
SUCF AN IIENTUALITY 11 SECURING GCN AGREEMENT TO COISULT 
WITH A.I.D. REGARDING TEE ESTABLISEMENT OR 
I-CE'ANIZATION OF AGRICULTURAL CRELIT INSTITUTIONS 
!EARING ON TEE DEVELOPMENT OF CREDIT UNIONS. 

5. TALD A?,ENDMENT AKALYSES
 

SOCIA SOUN]NESS IT IS IFCFTANT THAT THE SOCIAL
 
SOUNDNESS ANALISIS CLEARLY IDFNTiFY TEE TARGET
 
11NETICIARIES IN 10TH QUALITATIVE AND QUANTITATIVE
 
TERMS.' SUCH ANALYSIS SHOULD ALSO ASSESS THE LIKELIHOOD
 
CF CREDIT UNION CONCEPT ACCEPTANCE BY RURAL COMMUNITIES
 
GIVEN TRADITIONAL SAVINGS AND LENDING PRACTICES, SUCH AS
 
TEF TONTINE; ONE CONCERN VOICED AT THE COMMITTEE REVIEW
 
INVO1VES TEE FEASiILITY OF ,CVIKG FUNIS I'ROM AN AREA OF 
rVnDIT StP!.ULS TO AN .RFA OF rpTrniT Kvr;m. PAPTrIU.APLT 
WHERE TEE AYFECTED GROUPS ARE UNRELATED Bi KINSHIP, " 
COM'UNITY, PROFESSION AND OTHER TRADITIONAL LINKAGES.
 
.7EIS CONCERN SHOULD BE ADDRESSED IN THE SOCIAL SOUNDNESS
 
ANALYSIS. 

P. ECONOMIC IMPACT: WHILE RECOGNIZING TEAT THE DESIRED
 
IMPACT OF THIS PROGRAM ON RURAL FINANCIAL MARKETS WILL
 
OCCUR OVER A PROTRACTED PERIOD OF TIMIE, THE WOCCU 
PRCJECTIONS INDICATE THAT 11 THE END OF THE PROGRAM'S 
TEREE-TAR IMPLEMENT)TION PERIOD THERE WILL ONLY BE 
DOLS. 29,0 - DOLS 55,^0 IN LOAN ACTIVITY. COULD A 
IT'RTION OF TEE LOCAL CURRENCY BE USED TO ACCELERATE 
CREDIT UNION DEVELOPMINT AND THEREBT ACHIEVE A GREATER 
IMPACT ON CREDIT AVAILABILITY FOR AGRICULTURAL 
FRODUCTION IN TEE SHORT TO MEDIUM TERM? 

C,. BUDGET PLAN AND ANALYSIS: THE WOCCU REPORT SETS 

UNCLASSIFIED STATE 225146/02-02
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1'-' I DCi . 2 1II.LI ON t'DGEl YOR FIFANCI G TECENI CAL
 
TFT0'n_"S, .AEE DILIC.'FrIT CF CFITEFIA 
 FOR SELECTING 

F7CI, F;C.'.ICNAI .iAS, TASiTIE RATA SUrVIIS AND 
Y1'... CE ZITc.?IN'. TEE ?'ISSICS ESTIMATES DOLS.
7?2,'e IN SICENIC/. ASSISTANCE, DOLS. 6.3 rILLION IN
 
CC.T'ITIOKLL DOLLAi DISBCRSEENE'TS, VITE AN UNSFECIFITD
 
'T N CF LOCAL CUFRENCI USED FOR POLICY STUDIES, LOCAL
 

C'-.-;JCT 'ANAGEiENT AND AN AU!T. 
 TEE FAAD A'ENDMENT 
SHOULD I'NCLUDE A DETAILED IUDGET AND FUNDING SOURCE FOR
1.L ACTIVITIES ASSOCIATED WITE TEE CRELIT PROGEAM UNLER 

MIORLMTR, IEE IUDGET A?:ALYSIS SEOULD INDICATE 
TEF RATIONALE FOR 
TEE LEVELS OF TECENICAL ASSIST.NCE,

CCNDITIONAL ICLLAR rIS U.SIENTS AND LCCAL CRIENCTUSES. 

C. ONITORING AND EVALUATION PLAN: AS TEIS IS ONE OF 
TF FIRST CREDIT UNION ACTIVITIES IN TEE SAEFL, IT 15
 
TSFICIALIT IKFORTANT TO ASSURE TEAT TP 
 VCNITOEING AND
 
EVALUAlION ILAN IS NELL 
DE ELCFFD. IT SuCULD PROVIDE

FSSENTIAL TARGETS AND IFNCE.'ARS TO CEJFCTIVFLY MEASURE
 
YRcGRESS DURING AND FOLLO;ING ThE IRO5RAK'S
 
It'LETrENTITION PERIOD. TEE PLAN 
SEOULD IDNTIFT TEE

IrSSINTIAL IKECL!,ATICX NEEDED }OR FFRFOEY ,INCE INDICATORS 

AND CTEEE P7ETPOSIS, T9E SCURCLS OF INFCRMATION AND POW
IT VILL iE COLLECTED, ANALYZED, DISSEMINATED AND USED. 
IT IS IMPORTANT TEAT TEE PLAN INCLUI)E A CARFFUL 
ASSESSKEIT OF CHANGES IN FA.MIR AND OTHER IARTICIPANT

IFEAYIOR AS A RESULT OF PROJECT INTERVENTIrNS. IT IS

EEFUFSTED TEAT DATA COLLECTION BE SEGRIGATFD IT CINDER
 
TO FACILITATE ANALYSIS OF It.PACT ON 
RURAL W3'4mI WEITEHEAD
 
IT
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ACTION: ADO
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PROG
 
SU3JECT: NIGER Am TCl.TfT1? SWTOR' 7VTT0?M4-14 fIDAUT1 	 f~(E83-e24E/47) PAAD A' NCMENT .. 	 4. ",RON 

ElF: A) NIA!1ET 5 20?; B) STATE 225146 --


DU D-JE:8-15-58 
1. THE FECJCT CCY ITTFE MET MCNDAT, AUGUST 1, TO
DISCUSS REF (A) R!QUIST. TEE PROJECT COMMITTEE AGREES
 
TEAT IT IS UNRALISTIC TO 
EXPECT THE GON TO DIV3LOP AND 2
 
-NACT C;,7DIT UNION-3PICIFIC LEGISLATION jEFORE TEE 
 PACD I 
CF SETE".viR 33, 1923. EOdEflR, SHOULD T3E GRANT
ArE!EYNT REQUIRE L.ISLATIVE ACrION, TEE REQ0IREMI.NTS
 
CF F .A SICTION 611(A)(2) WOULD HAVE TO ?E TAKIN INTO
 
ACCCUNT. ON TEE OT2ER HAND, CCNSIDYRATION OF THE
 
R-QUIii.IENTS OF'AA SECTION 611(A)(2) WOULD NOT BE
 

ICESSAT? IF TEE MISSICN WERE TO DITIRMINI TEAT
 
L31SIATIVE ACTICN IS NCT REQUIRED IN 
ORDER TO ACHIEVE
 
T3 CEJiCTIVFS OF Asz:I.
 

2. 
 T4UC_ TEE INTENT OF THY MISSION IS TO INSURE THAT
 
IEE AFFCPRIATX l_.AL IRA,'iWORK EXISTS SO TEAT CREDIT
 
UNION DELO:ENT CAN OCCUR AND NOT NECESSARILT TO

zrEQuIRE TE I CN TO DIYELOP AND.ENACT CREDIT
UNICN-SPECI7IC IcGI31-TION DURII'G THE LIFE 0? THE 

UNCLASSIFIED 
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PEOJECT (I.E., B SE?M3EBR 19B) AND SINCE THE ANALSIS -.C THE LEGISLATIVE SITUATION IS N02 YET COMPL!TED, THE
 
PC RICO '.MTNDS C.A4^'ING IHE CONDITION PR-CEDENT TO QUOT3

CC,"PlIT! A REVI?_¥ OF IIISTING 
STkTUTeS AND LEGISLATION
 
A4D DIEVLOP A PLA-Cf ACTICN TO ASSURE TgkT THE 
1PPOCOPRIATE LEG!L FRA!OR! IS SET IN PLACE TO FOSTER 
CREDIT UNICN rEVELOP" .,NT UNtQUOTE. THE IPLEF.ENTATICN OF
lhIS 	PLAN OF ACTION S POLDA CONDITION PRECEDENT FORRE 
C.E OF THE EARL! TRANCHES OF THE ASUG II, PRESUtABLT THEE!?ST.
 

2. - EICAUS.7 Of T3! CIA31FICATIO.4 PROVIDED IN RE? (A),
TEE PC A.RIES THAT, 'ITH TEE ,ODIFICATION NOTED ABOV3,
BELTFSE C? TEE FULL R-SOURCE TRANSFER IN ONE TR'4C3!
 
AITIR SATISFACTICI OF ALL CPS BT TF?_ GON IS APPROPRIATE.
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3. PLEASE RESUBMIT REY (A) FOR THE RECORD AS PARTS WERE'
 
GARLED IN TRANSMISSION.
 

4. PLEASE MAKE EVER! EFFORT TO OBLImATE THESI FUNDS
BEYCRE THE END OF THIS MONTH. ARMACOST
 
BT
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