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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 anzlyses are sound.

5., A1l issues rzised by the AID/W project comrittee (State 225146) have
been adequately addressed in the FAAD amendment.

D. Irplerentation Plan

The ir; :rentation plan of this apendment uses the practices approved under
the or! :nal ASDG FAAD aud icplemented in the exlsting program.

E. M jor Irplexmenting Agency

There is ro chenge in mejor irplermenting agencies for the GON, with the
excerties of & chenge in nace of the Ministry of Flan to Ministry of Flen and
Regionel Fiernning. This charge took place after the FAAD Arendrent was
written. '

F. Frocurecent Flean

Of the $7,000,000 eprroxicately $1,900,000 will be obligeted through a limited
Scope grant agreezent to finsnce a direct grant (GPG) to the Credit Urnion
haticral Associztion (CUKA) a U.S.-lased cooperative developzent orgaenization
registered ty £.1.D./Washirngton. Icplementing the grant will Le the World
Council of Crecit Unioms (WOCCL), a CUNA affiliate.

' will be used to cocplete financing for the existing direct

A further £200,070
el sistance contract with the University of Michiger.

, 0
AID techricel es

The reczinler of the funding, 44,900,000 will be in the forc of z dollzr
rescurce trencler (sector grent) to the Governcent of Niger.

G, Conditicns an? Ceverarnts

The revised conditions are set forth in the FAAD trendrent sttached to tlris
action memoreniuz.

H. Sectian 121 (g)

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

I11. Progrec 4Assistence Cozpletion Dzte

The pilot credit union activity has a proposed life of three Ye&rs, two years
beyond the existing FACD of ASDG. USAID initially considered requesting that
WOCCL present 1ts project proposal to the Goverrment of Niger for funding
under jointly managed local currency Counterpart Funds associated with the
grant program. Disbursement of these funds is not licited by the F&CD,
However, use of local currency Counterpart Funds presents the disadvertage of
not allowing direct A.I.D. oversight of the grantee. Further, finencing of an
activity with substantial foreign excharge costs with local currency ig
inconvenilent, particulerly with fluctuating exchange rates.
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After consultation with WOCCU and exploration of alternatives with RLA Anthony
Vence, 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. Justificetion to Congress

The Congressicual Notification waiting perlod for this amendment expired on
July 26, 196E&.

V. Authoritz

You have been delegzted authority to approve this PAAD amendment and to
authorize the codifications in the program (State 225146).

You heve zuthority under Africa Delegation of Authority 551 to extend the
Progrer Acsistence Corpletion Date (FACD) ss long as the total life of prograc
(LOF) does nct exceed ten years. In extending the FACD for two years the
totel LCF tocozes slightly over seven years. This is well within your
guthority to cyprove.

V1. Recotoencetion:

It is recoczended thet:

A. You sign the etteched F£%D Facesheet Amendment of the subject Grzaot to zdid
$7,000,000, from the Developzent Fund for Africa. The total funds
aveilatle for the Agriculture Sector Developrent Grant will be
$45,515,000, with $22,637,000 in Sahel Development Progrer furds,
$16,276,000 fror the Ecomomic Support Fund, and $7,000,000 froz the
Developrent Fund for Africs.

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

VAR
tpproved: ‘Q'.U V'j(q oy A WP\
< A% | /
Disaprroved: 2 S
A Iy
Date: TR 22 103
Draft: FDC:Eerst CZ/L// Date 8/1/1988 , WG:0179b/8I
Clezr: ADC:FEloon (Dreft) Date 8/1/1988
4D0:EGitson F 4078 Date SIr7 /55
EX0: Mayer ] 2 Date ‘ .
D/ECON:Frartin A~ 2»7. L1 .  Date /1 F /£
CONT:RKerry s Dzte E/1E /5 S
FROG: LDouris L Date /1% %
Fla:MAlexander  //, - Date % .., /.%
< / /
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This anendment amplifics existing conditionality under one cozponent (rural crecic),

of the Agriculture Sector Development Grant, incrrases funding fer technical
assistance, and finances a pilot credit union activity through &= OPG. The
amencment Increascs the life of program funding, mocifies cenditions precedent
for the fifth increment and increases funding for that increment.

This Agriculture Sector Development Grant (ASDG) is a resource transfer with
a technical assistance coxzponent. It is justified both in terce of achieving
desirable and significant agricultural policy reforms which act to promatc
increased rproduc

ion and rural incomes in the long tern, and of the need to
provide domestic capital to support ongoing development activities.
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This amenrdment provides an additional $7,000,000 for a new total of
$45,915,000 over the life of the ASDG. This amendment will provide the fifth
increment of funds for the ASNG. The funds in this amendnent consist of
$7,000,000 in Development Fund for Africa funds. The total of Development
Fund for Africa funds made available under the ASDG thus amounts to
$7,000,000, the total of Economic Support Funds equals $16,278,000, and the
total of Sahel Develogment 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 $34,915,000. A total of $4,000,000 has been made available to
date for direct payments by A.I.D. of foreign excharge and local currency
costs of technical assistance, policy studies, workshops, in-service training
and support and evaluation and audit. This Arendment, subject to the
availability of furds and the mutual agreenent of the parties to the terms and
conditions set forth herein, provides grants (conditional dollar
disbursernzntes) of aiditionzl $4,900,000 for a new total of $39,8)5,000, An
addjitional §200,000 will be maje available by this Amendment for direct
payments by A.I.D. for technical assistance and related support items listed
above for a new totel of $4,200,000 and $1,900,000 will b= us23 to funs a
grant to WOCCU to irzlement a credit union project intervention, Each of the
conditionzal dollar disbursaments, but not direct payments for technical
assistance anj the creiit union interventions, is tied to Copditions Precedent
which confimm progress in the implementation of the policy refom program.
Moreover, the Goverment of Niger (GON) is éxpected to deposit in the special
local currency and Trust Fund accounts the local currency egquivalent of each
dollar disbursemnent under the grant,

The Conditions Precedent for this anendnent ere:

1. Corplete z review of exlsting 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 ;

2. Grant interim legal status to credit unions supported by the USAID project
psrmitting then to transact business with all rights in law, including the
right of enforcenent of contracts ang legal redress, This interim legal
status will be provided by the issuance of an Adtinistrative Decree or
Ministeriel Arrete no later than ninety days after the sigring of the
Grant Agre=ment Avendment,

3. Grant exerption 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
Aduinistrative Decree or Ministeriel Arrete no later than ninety days
after the signing of the Grant Agreemeril Amendment.

4. Prepare a plan for implementation of the proposed policy changes that will
be executed prior to the completion of the ASDG prograt. This will
include:

U™~
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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) +Having in operation a tender and bid system for reconstituting OPVN
' stocks for all purchases and sales;

(c) Maintzining a minimun level of 6,000 tons of village level grain
stocks through arrangements with cooperatives and groupients
mutualistes;

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

(e) Continuing expansion of private and cooperative sector participation
in procuction &nd distribution of agriculture inputs, cereais
marketing ani distribution, agriculture credit and cross border
trale. Tnis includes reliance on free market prices and continuation
oI the prlicy of not issuing official prices for cereals; and

(f) Continuing to meintain the implementation of the Seed Action Plan.

The last thres p
following is suo

Tnese comditionzl dollar disbursements or resource transfers for FY 1988

obligations will be disburs=d after the Grantee has met the Subsaguent

Concitions Precedznt for disbirsenent of the fifth incremant or tranche as
set r

3

»]

R PR £~
SNENSED as 10

Ir &uiition, $2,102,000 of Dzvelomment Fuand for Africa funds will be disbursed
for technical assistance and pilot credit union activities, Disbursement of
these funde is not tied to meeting of sabseguent conditions precedent, No
A.I.D. funds will be made available for credit under the pilot crecit union
activity, The grent to WITCU will be to sapport the costs of setting up and
monitoring pilot credit union activities, Furds for credit will be fram
resources of credit union manhers themselves.,

All of the other Conditions Precedent and Covenants, as well as other
provisions set forth in the original PAAD signed on August 14, 1984, as
anended on July 10, 196€¢, July 23, 1986 and July 2, 1987 remain in effect,
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I. Executive Sucrary and Recommendations

A, The Fequest

The Government of Niger (GON) has requested a second amendment to the
Agriculture Sector Developzent Grant (ASDG) Program Assistance Approval
Docucent (PALD), to further icplement 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 $7,000,000 from $38,915,000 to
$45,915,000.

B. Background

USAID/Niger included a condition precedent in the original PAAD requiring that
the GON uncertzke a comprehensive study of the rural financial sector in Niger
to forzulete approprizte policies to promote the development of rural
financiel markets. Tne GON and USAID/Niger, with the assistance of Ohio State
University (C3U), cozpleted the study in October 1986, The principal
conclusicns of the study were: there is a marked absence of an ipstitutionzal
systex of fincncizl Interrediation in Niger; stenderd banking furnctions are
undercdeveloped in the sdministrative framework of procductivity projects and
other progracs ceveleoping the rurel econozy; &nd only indigenous nechazniscs of
sevings &nl loan activity play out a rudicentary but useful role of
interzediating the Irvestmerot flows in rurel areas. The study rade three

tior 1) closing the central agricultural credit institution; 2)
rzinteining project-specific lines of credit through various productivity
projects &s &t interic neasure of administerlng agricultural credit; and 3)
prozeoting village level savings end credit cooperatives, i.e., credit uniors.

TECODIEnIa
T

The etudy's results &and recomzendations were reviewed by a GON-sponsored Fouand
Tetle held in Decezter 1966, The study's recormendations were accerted by the
GON end key cdonor crganizations. In support of the study's recomendztion for
the procoticn cf credit unions, USAID/Niger included a condition prececent irn
the July 1%€7 ASDE FAAD Arendment requiring that the GON teke appropricte
acticr irn eccordance with the conclusion and recozrendations of the study to
encourege the cdeveloprment of rurel finmencial carkets,

Subseguertly, the GIN znd USAID/Niger sought the services of the World Council
of Credit Uniore (WUICU) to further anzlyze the poterntial for a credit urion
moverent in rurel Niger, ircluding the identificgtion of the requisite policy
reforcs needed to procote credit union development. WOCCU corpleted two

consultencies to this enc, in April 1967 and Noverber 1987-January 19€E. VOCCU

assisted USAID ir icentifying the necessary policy conditionalities to be
included under the yroposed ASDG amendment and provided a technical
c¢escription of a credit urnion project.,

C. Frograr Ascistence Description

The ASD5's goal, purpose and outputs will remain unchanged fror the July 16€7
F&£D Amenczent. They are steted in section I1.C. of this amendément.
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ihe amendment: 1) awplities a component of one of the conditions precedent to
the nlsbursenent of tue tourtn traucne ol U.b. aollars as cescribed in section
V1.A. (Lonaitions ana Covenants) ot this PAAD Ameundment; 2) increases the life
of propral tunciuyg; ana 5) upcates tne July 1Yo7 raAb ‘Anendment where
appropriate.

Tie inputs ol tne ASLG consist or 1) conaitional agorlar disbursements; 2)

equivalent local currencies aerived from the Grant; and 3) technical
assistance tor pelicy tormuletion ana implementation support.

1his amenoment adds a total of $7,00U0,00U of which $ZUU,UUU is tor technical
assistance in policy enelysis. lue 1mplenentation of the pelicy reforw
progran will continue to be supported by specific policy studies and the
aevzlopment ol & policy analysis unit in the Ministry ol Agricuiture to nelp
ensure toe continuation ol eltective policy tormulation &nd implezentation.
tpproxicately $1,500,00U of tnis amenament will be in tne form ot the
cooperative agreczent witn WOLLL 1or a kilot Lreait Union activity,

Tue 111¢ ol yronres teotal will be increasea frow $50,915,000 to $45,515,000 as
presentes in the leliowing sumiery tatle.

(funcing Source $uuU L.S.)

1nis Azencment hew lotal
DiA SUF ESF SDr LF&
reots

tonaitional Lollar 4,50u 15,027 16,270 3,10 4,Y%0u
VisbuLTSelelnt
lizitea ScC,e Grent 1,%0u - - - i,5%vu
AgTevient 10T hottl
lecinlcal atsistance <Gl 3,00/ - - 200
Foiicy Stucies,
SeLiLals, hUInShiup - 722 - - -
ln service trairning &nd - 38 - - -
SuppoTt
Lvaluation - 175 - - -
Augit - o]V - - -

lotadl: 7,00V ly,ue7 1o, 276 3,01lv 7,000



D. Implementation

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

E. Other Donor/Suppert

The International Monetary Fund (IMF) and the International Bank for
Reconstructinn and Development (IBRD) are major donors in the field of
economic stabilization and structural adjustment. Niger had IMF stand-by
arrangezents in effect froz August 1984 through December 1987. The government
entered into & three-year, SDR 21 million Structural Adjustment Facility (SAF)
arrangezent with the IMF in December 1986. This facility is supported by a
Policy Fracewcrk Paper prepared by the government with assistance from the
Fund &nd the World bank. The program seeks to foster conditions of increased
private sectcr ectivity by reducing the structural obstacles to ecororic
growth. The scope of price controls will be narrowed, marketiang will be
libteralized, &nd the putlic enterprise sector will be reformed to icprove its
financizl position and operations. The Government has met most of the first
year objectives &nd policy reasures of the SAF arrangerent.

The IB:D znd the Governcent of Niger developed a structural adjustment credit
progrer ir 1%€€. 1Ihe prograz will continue throught 1988 and disbursements
will totzl $66 million. The objective of the program is to increase the
efficlency of resource use by acdressing key structural problems of the
econony through an econozic reform program. Specifically, the program dezls
with three structural problems. The problem of public resource management 1s
addressed by restructuring current expenditures towards materials and supplies
end eway fron szlsries, by higher retes of cost recovery anc by ipproved dett
ranezgerent. Secondly, public enterprises are to be reformed by revicing
econcric irncentive policies, icproving thelir legel and institutional framewerk
and selected privaetization and divestiture efforts. Finally, the structural
adjustrent prograw calls for the same agricultural policy chznges as the
tgriculture Sector Development Grant: liberalization of cereels wmarketing,
reduction cf egricultural input subsidies, and improvement of the agricultursl
crecit systex.

F. Frogrez benefits

In addition to the macroeconocic and sectoral benefits described in the July
1687 PAAD Arendment, the people who will benefit most from the policy reforres
procoting 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 estimzted that at the end of the three year period, crecit
union menbership will be between 1500-3000. Some of the short-tertc benefits
which will be realized during the three-year project period will be the
increased cotilization of rural 1liquidity for productive investments in the
rural econory. 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 accovnting



ard financial management will increase the potential for longer-temm
development investments and local community management of their own financial
resources, Credit unions will support all aspects of the rural econamy:
production, consumption and commercial enterprises, Increased liquidity
circulation and more effective financial intermediation will have secondary
benefits of catalyzing the overall rural economy and increasing employment in
off-farm and agricultural support enterprises. A source of consumption credit
will alleviate the economic strains brought on by drastic food price
fluctuations over the year as well as allow farm families to take advantage of
grein marketing opportunities,

The principal policy benefit for the GO i3 that it does not need to provide
massive infusions of capital fram the public budget to support an agricultural
credit institution or create a costly administrative infrastructure for its
functioning,

G. &umary Findinas

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

1. The proposzZ procran sector assistance and the provision for disbursing

funcs unier the grant are technically, economically and administratively
SOUn3;

2. The tiring and funding of the progran anendment are scheduled appropriately;

3. Sufficient planning has been completed to implement, monitor and evaluate
progress uncer the progran; and

4, All stetutory criteria have been met.

H. Recomesnsation:

The project oormittee recormends that the Director, USAID/Niger, approve the
ASDG PrAD AnenZnent In an awount not to exceed $7,000,000,

The Grant es anended will consist of £3%,815,000 for coniitionzl dollar
cisbarsemerntis tied to specific policy changes, $4,200,000 for technical
assistance, policy stuZies and implementation support and $1,900,000 to be
usad to fund a grant to WIXCCU for the implewentation of a credit urion project
for a total of $45,915,000.

This PaxD amencment atplifies a component of one of the conditions precedent
to disburs=uent of the fourth tranche of U.S, dollars and increases the life
of progran funds,

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

This anendment 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 ASYG. The funds in this PAAD amendment revision consist of
$7,000,000 from the Development Fund for Africa (DFA). The total amounts by
approprigtion are §22,637,000 spP, $16,278,000 ESF and $7,000,000 DFA.



-5 -

To date, grants {(conditional dollar disbursements) have been made available in
increcents of $7,uu0,Uuu, $v,50u,00u, $9,675,U0l, $2,627,0uu, and $5,515,000
for a total of 534,915,0UU. A total of $4,0UU,OUU has been made available to
date for aireet peyments by A.l.D. of forelgn exchange and iocal currency
costs of tecnnical assistance, policy studies, workshops, in-service training
ang support, ana evaluation and auait. 1nis Amenduwent, subject to the
evailability ot funds and the mutual agreement ot the parties to the terms and
conaitions set tortu herein, proviaes a grant (conciriomal dollar
gisbursements) ot an aacitional $4,YLU,LUU tor a mew total of $3%,515,00U. An
agaitional $ZUU,ULU will be made available by this Amenament for airect
payuents by A.1.D. tor tectinical assistance and related support items listea
epove 10T & new total of $4,2uU,0lu, ana $1,500,000 w11l be usea to funa a
Licitea Scope Lrant Agreement (LSGA) wnich will be used to finance a grant to
hULLU Lo 1mplement & creuit union project intervention. rach or the
conagiltional deller aisbursements, but not agirect payments for technical
ass1stance &énad Lhe LdLA, 1s tiea to Lonaitions Frecedent wnich contirm
progress in tne inplenentetion ot the policy reform program. Moreover, the
Goverciwent of higer (Lun) Is expecteu to vepusit in the special Local currency
gna ‘lrust fund eccounts tne local currency equivalent of each Gollar

Q18CULISeluenl LLGel Uhe prell.
1ae Lonuitions FreceGent 1or this alcucwentl aTe thal the Gull

l. Agree to reviecw existing stetutes and legislation ana develop a plan or
action to egsure that the &;,lopriale dtgal ITauework is set iu place to
tnster creait unlon ceveloprent:

2. Granot 1nterikh. legal statug to creait unions supportea by the USAID project
permitting them to tramsact businees with all rights in law, incluging the
rignt or eciorcenent of contrects anc legel rearess. 1uis interic legal
slatus will be provicea by the issuacce of an Administrative Lecree or
rinisteriel Arrete uou leter tuatb ninety deys atter the sipning of tue Grant

AgreeZent Azencment,

5. Lrent exenjtion to crecit unions sitpporied by the ULSAIL project troc
current lews or stetutes governing baoens, tinancial institutions ang
covoperatives. 141s exemption wila b= provived LYy thne lssuaitce ol an
Afuirnistretive Decree or hinisteriel Arrete no later tnen ninety deys after
L€ Sighil, Ol Lhe GralLl nmgleeZent ALendiuent.

4. Frepsre e plan tor icplementstion ol tue proposed policy chenges thet will
be eireClleC prior Lo the COLpletlol 0! tue AdLG Frograw. luis will include:

(a) hegucing Uthe average rate cof subsiay on agriculture inputs to wof wore
than 15 percent of the veliverey cost ol tne inputs;

(t) haviog in operation & tenaer ana bia systew tor reconstituting UFVH
SLOCKS 10T &ll purcnases auu Sales;

(¢) haintaining a minimum level of b,UUU tons of village level grain
stocks throupgl, arrangeweuts with Ccoopelatives &La LIrUUpeLEnls
Lutualistes;

(a) Liveralizing, siwplirying, 1ssuing eanc informing the generel putlic of

procedures for cross borcer traae, especially tor cowpeas anc

livestock, by eliminating legal any aauiunistrative barriers to
perticipetion in cross-boraer traae anc relying on market forces;
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(¢) Continuing expansion or private and cooperative sector participation
in procuction ana aistribution oI agriculture inputs, cereals
zmarketing ana alstvibution, agriculture creait ana cross border
trage. inis 1ncluces reliance on free warnet prices ang conltinuation
.or tne policy or nmot issuing otricial prices for cereals; and

(1) Continuing to raiutaln implenentation sclheaule ot the seed Action Flian.

'ne paragraph begiuning witn "lhe FY &7 goilar...” ana the subseguent
paragrapns of tne FAAL Aneuanent are deletea anc tne followlng is substitutead.

1he FY 1Y&b funags tor dollar aisbursements Or resource transfers covered in
tnis FALD amenument comsist ofi

47,000,000 vDevelopuent Fund for Africa

lhe couditional dollar aistursewent or resource transfer of tuads obligatea in
EY 1Ybb will be cistursea after the Lrantee nas met the tonditions Prececent
tor gistursenent oI tue Iitth incrementl Or LIancheé &s amended as set fortn
above.

£1] o1 the ctior Lonaitions lrecedent &nd LUVELARLE, &b Well as otuer
provisions set fortn in tne originel bisl signed on August l4, lY%o4, é&s

aLenced ou wuly 2, 1%67 rewain in efiect.

11. broprez bescrijtion

A, macroeconoLic érnu Sectorel rrobtleas

1. 1Le racroecononic Situation

Yhe Gebl Crisis Crougit oL by the COllaps€ 1u uTenium prices alomg with tne
recession tollowing Lhe seconc Lrii price imcrease in 1979 will constraia
hiper's eccuotic Ceveloprent tor yesrs Lo CORe. 1he 1%b4 arought exacerbatea
tne situation. 1ne Government ol higer hes mevertheless uncertzken airficult
stebliizetion policies Lo correcl iLbeléuCes brougul om by 1iquisity ana aebu
crisis ana crought. iLeSe €110Tls, LOp€elLET withh extraordinery GoOuoOT SUppOTL,
stabiliczed the external ana putlic buCpel &accCounls Dut output leveis reazin
telow tneir pre-crought levels.

tne five yeaT Leononic auc docilal bevelo ekt Flan (1¥e7-1%%1) nes as its

ma or policy otjective &n increase in rural incowe. 1his is to be
aCCOLpLISHUCEE tLTOougn tLe inlroduction o new tecunclopies anma output
giversirication. 1ne Financinyg Fisn, whicn accompanied the Five-Year Frlarc,
ouws that tne Govermient of higer will wot be abie U0 raise sufticient
revenues to rineznce the neeaed investments. 1lhe crucial role ot foreign eig
iu tinanucin, the iuvestment bUGpel wWlli TERslN taorougiiout tne perioa of the
Five-lear Flan.

2. Guvernwent Finence in the Agriculture Sector

1ue budget consovlicatiou aspect oI the GUN structural adjustment propTrak

proauceu large reductions throupnout tue {nvestment budget. Ine ASLG, ana the

carlier Ksuu, by providing vuagetary resources tu tue LUn, reduced the
severity ot tne bucget cuts.



-7 -

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 expencditure levels for investments in
agriculture and rural development. This comparison shows that during the
general budget countraction the RSDG/ASDG resource transfer to the GON
agriculture investrent budget was almost 10 percent of planned expenditures of
the first yeaer. The share rose to nearly 14 percent in 1985. For 1986
through 1588 the shere declinec as the GON substantially increases its
agricultural icvestment and the value of the CFA increases vis a vis the U.S.
dollar. The projosed trenfer in this amendment 1s equal to 5 percent of the
anticipated GON investment spending for the rural sector.

GON Investrent Budget

Agriculture end Rural RSDG/ASDG Resource RSDG/ASDG share of
Yeer Developrent Investments Transfer Column 2
1684 21,656 2,101 ' 9.72
1985 21,712 3,000 13.8%
1986 31,215 2,368 10.8%
1687 26,654 3,600 8.7%
19€8 38,254 1,656 4.32
1989 42,639 2,114 4,92

(£1]1 figures in £illion FCFA., 19689 figure based on requests contzined in this
acendzent.)

These counterpart fuucds have a cultiplier impact on investment levels since
they, in many cases, finance goods and services which are prerequisites to the
expenditure of dencor project funds., Thus had the 1985 tramsfer of 3 billion
FCFA not teken place the agriculture sector investment budget would have been
reduced ty core than 3 tillien FCFA.

~

3. Agricultural Secter Setting and Concstrelints

ttout 12 fercent of the totel land zrea, 15 rillion hectares (hz) out of 126.7
rillion he in Niger, is considered potentially useful for cultivation. Most
of the agriculturel land is & strip along the southern torder where the zannuezl
rainfell verice frozw 350 oo to 800 mr. Kecent studies in the Niacey
Depertreat incicate that the 350 wr Ischyete has fallen from 16 to 14 degrees
latitude betweer 196& and 1564, Outside of this'asrea, available soil
resources are toc poor end the rainfall too irregular for successful
cultivaetion. The tyvpical agricultural production unit is a small
family-cultivated plot, where rainfed crops are cultivated by traditionel
methods.

Soze 61,000 he of land ere identified &s potentially irrigable, of which about
13,000 ha are under tle management of the state structure, Amenagerent Hydro
Agricole (&Kt)., Abtout 24 mpillion ha of land located in the North (l.e., north
of the officiz]l boundsry of cultivable land) are considered as useful pastora
lands. The forest lend is estimated to cover about 14 million hectares.
Overall, about €5 percent of Niger is located in the Saharan zome
(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 64% of
total (6,703,000 mission estimate) population. The balance of the population
is categorized as urban dwellers and pastoralists. The distribution 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
estirated population density of 4.4 inhabitants per square kilometer.

Niger's ovrincipsl food crops are millet and sorghum, covering abcut 70 percent
of the area cultivated each year. Other products such &s rice, peanuts,
cowpeas, onions, cotton, corn, peppers, wheat, potatoes, skin and hides, live
animals, firewood and fishery generate an appreciable level of value sdded to
the economy. According to Ministry of Plan statisties, the contribution of
the rural sector to the gross domestic product (GDP) in 1587 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 4i.

Generally favorzble 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 & drought in 1584, Erratic and scant rains resulted in
disastrous harvests and pesture conditions. Substantial comzitrents by the
U.S. end otler conors were recuired to bridge the gep until the 1865 harvest.
However, dracatically improved weather conditions in 1985 and 1966 crop '
seasons gave Niger two of its best harvests in recent years. This situation
was sorewhat reversed in the 1987 production year.

GOl hzrvest esticztes incicate that the 1987 gross production (rmillet, sorghum
and rice) is about 1,439,000 MI. This quantity 1s definitely lower then the
1986 gross buzjer hervest of 1,816,000 MT, but is significently 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 AC,000
MT for reconstituting a security stock at OPVN)2@., About 50,C00 MT of grzin
ecuivalent is plarnned to be generated from the off-season production
activities.

The livestock sector in Niger is the second mejor source of foreign exchange
ezrnings after vreniuz. Niger's livestock situstion is, however, cade
precarious ty the disappearance of the southern pasture which in the pest
provided seasonzl relief for the herds in the North. Deficiencies in rainfell
have reduced the poterntial forage which in turn has led to & reduction in the
herd, wezkened the arniwals and macde ther more vulnerable to disease.

a. Accoréing to USAID this 1987/88 uncovered deficit estimate ranges froc
194,000 MT to a surplus of 218,000 MT depending on the assucptions (stock
level, per capitas consucption, etc.).

b. For additional information on constraints and policy programs see II.C and
II1I below, FY 1988 CDSS, the ASD: mid-term evaluation, the original ASDS
PALD, and the Updated Annex K "Institutional and Policy Constraints on
Agricultural Froduction in Niger, March 1987."
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The productivity of the agriculture and livestock sector is limited by a
nmultitude 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
prograr/project design and execution practices, inadequate structure for
credit and supply of inputs. However, most of these constraints are
acknowledged, end the GON and many financing agencies are collaborating in
seeking solutions. In the last two years, for instance, the Agriculture
Sector Developzent Grant (4SDG)P has been attenpting to reduce policy and
institutional comstraints 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 reforec prograr 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 GO%/Donor
weeting, USAID is making a further amendment to include a credit union
cowponent 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 systec in rural Niger.

E. Description of Acendrent

The need for reforc measures in support of rural financial markets was
identitfied in the course of designing znd negotiating the original ASDS
progrer with the GON. Tne lack of a viable agricultural credit systen
proroting effective financial intermedistion in rural areas is considered =
key factor irpeding development efforts. Access to credit is fundamentzl to
enabling farmers to obtain key agricultural inputs on a timely basis, and to
participate irv off-farm enterprises such as product marketirg and activities
relating to agricultural production support, i.e., input supply. FReforrm
reasures included in the originzl PAAD snd the first Amendment to the FA:D
were undertaken by the GON to clerify the reforms required to procote the
developzent of rurel financial markete. Efforts in this regard have
culpineted in the GON and its principsl donors agreeing to procote credit
union cdevelcoyzent as an initisl step in further developing rural financiel
czrkets.

Crecdit uziorn development represents a progressive and awplified reform reasure
of the ASD5. As a CP to the original FAAD, the GON was required to conduct &
thorough review of rural financial markets, with an ezrhasis on inforrmal
vechaniscs for finencizl intermedistion, as a first step in the refors
process. The study, cerried out with technical assistance provided bty Chio
State University (0SU), was intended to identify constraints to more effective
financial interrcediation and made recomzendations for further reforn

measures. The study's principal recomzendation was the promotion of credit
unlons as a first step in revitalizing rural financial markets and f11ling the
vold left by the collapse of Niger's central agricultural credit facility.
Building on GCN interest and to encourage the promotion of credit union
development, a second CP for this policy reforz area was included in the last
Progran Agreement Amendment requiring the GOX to take appropriate actions in
accordance with the conclusions of the study. To this end, key GON officials
forzing a working conmittee on agricultural credit made inforrational visits
to other African countries considered to have strong credit union movements,
and the GON requested assistance fror WOGCU to identify reforr measures and to
design a credit union promotion project intervention.
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inis Awenament will include Conaitions Frecedent (LF) intended to create an
appropriate poticy environment tor tue prowotion of creuit uuion development
ana will support the implementation 01 a credit union project intervention
designea bty the horla Louncil of Creait unious (wWOLLU). rnore specitically,
tne Ll's are relatea to proviaing the necessary legal tramework in whicn
creait unions can ireely operdate ana to proviaing credit unions exezption frow
current ULMUA regulations governing financial institutions (see Section Il o1
tnis Pasb awenoment). 1nis efiort will assist the GUh in testing the
feasibility or a credit union propgrem in higer and proviae the basis for
crecit uniow expansion on & natiomal scale.

tnaer this Fasy Anenauent, WuCCU will estabplish a creait union movement in &
key reglon of hiper in an effort to test the teasitility of creuit unions oun
a nationsl scale aud to gauge tneir ertectiveness as tinancial intermediaries
pultaing on local tiquiaity mobilization. The wOLLU intervention will prowote
a couwprensnsive lniorimation campaign Lo assure a mQre accurate understanding
anu appreclation ol tne lundahéLtals ol fimaucial coouperation &wong the rural
population ol higer sna a training approach specifically cesignea for a
credll uniou Loveienl in higer 1n keeplng Witk toe cuiturel, €COLOLIC &nd
GeLoOpTrepnic concitions peculilar to niger. Aauitiomnally, WOCCu will collect
basellne Geta eud esteblisn a wonltoring systel 10 elleClively gauge Lhe
lmpaCl ¢l creclt unions on the rurel econowny. Annex D proviaes an anplitiea
Froject bescrijiion oI the hULLL progjecl activities.

lhe concept ol creqit union cevelopnent 1s basea on the substsantial awounts o1l
already existing lilquicity tounc &t tne viilage level 1n hl1ger tnroupu toutine
eLd LiLEY-Keu, el activities. 1uls was aptly pointea out in the course ot tue
GUHN Teview &nG Lhe USUL sLtuuy ol oniper's ruras finauclal Lernets. hobilizing
tnls ruret liguicity is tne Key to pronoting more etrective fimamcial
interceciation 1n rural higer. tue GSU stud) Iurtuer recowlelleu thet Crecit
unions woulae be the best wechanisk ror promoting liquidity mobilizatioa for
iwproved intermecdietion &t tnhls polunt in tiwe. CLreait uniows normaliy heve
characteristics ol both tormal and ictorwal tinancial interneaiaries, nave
atlritutes ol LOTL Lracitionel, 1ntoraal coizunity cooperative structures ang
rodern, chertercd linenciai iostitutions ana olten serve as the tirst step in
the GeverOpLenl 01 lorkal financlel Larkels in rurel areas to $ill toe sevings
&na creiil ge;.» Local dnitiative, respousitility ang investment build the
CreCll ULiIUL &yslel starting at the CcoLLuuity lever. lLe aenocratic
structure, Operating priuciples ana social poals of creait unions buila upon
tne princlple ol trecitaonel oituas cuceperatiun that exists in rural areas.

loprovea rurel tinancleld intermeaietion tunrough creait union cevelopment will
heve &an ¢lleCl On allOSl eVery laCel Ol lhe ruradl €conoL, In Niper. Tiuely
dccess Lo creait will assist 1arners in ootaining key inputs rrom private
sources. buliding Up0n Che sSubStalLtlal traditiovmal liquiaity pase 1ounc in
rural higer will minimize tune neea 1or massive inrusions ot capital ana
aaLioistretlve Jnlrastructure vy the LUn or otuer donors to re-estatlisn a
forrnai, central credit iacilaty. dhe rural population will have increesea
acCess LU Gepusll services wilh interest ang uilvicenu accumuletion. uiedit
w1ll ve used for more than just proguction lenGging anu ensble fanilies to have
€&aSl€T access L0 llquiGity lor 1nvestonenl ana consumption purposes, toe
werKeting oI agricultural proaguction anma enterprise development. Lreait union
aeveloptient will buila upon 10cal, villapge level leaaersnlp ana prouote
mauagenent by villagers ot thelr own resources with inaividual motivation
proviull,, the lwpetuS 1OI IUtuTe LTOowtl,
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C. Justification for the Arencdment:

The proposed credit union activity i1s consistent with the original PAAD
cocpleted 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 stropgly dependent on
the .agriculture and livestock sector for econoric growth and diversification;
(2) Niger's agricultural and livestock sector hag limited sbsorptive capacity
for investment; and (3) program assistance supports and corplements econoric
policy reform measures of other donors, most notably the IMF and the IBRD.
Ezch of these criteria is reviewed in the following paragraphs with a
discussion of their relevance to this FAAD Credit Union Amendment.

As alwost 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 bzasis for econcmic growth over the medium and long-term,
glven Niger can no loager depend on export revenues from ursanium to support
its developrment progracs. The GON hzs made significant progress towards
reorienting its pubtlic investment strategy towards the agricultural and
livestock sector in order to inc+~zase food production and export
diversificaetion. A key factor icpeling development efforts in the rural
sector, hLowever, Is the lack of & viable syster of agricultural credit.

Access to credit is funderental to cratling farmers to obtain key egriculturel
inputs oa & timely basis, to participate in off-farm enterprises such as
agriculturel rrocuct marketing and activities relating to agricultural
Frocuctien suppcrt, i.e., irput supply. Niger's agricultural credit syster
has been a key earea for policy reforz cince the beginning of the ASDS, znd the
GON performznce in conducting a thorough review of its rurzl financial rarkets
as a first step in initiating the reforc process and deflining zreas of policy
reforc Las been admiresble. This effort culc’nated in the GON &nd its
principal donors agreeing to procete credit union developzent as a first step
in revitalizing rural financial carkets and filling the void left by the
financial ccllapse of Niger's certral agricultural credit institution. The
concept of credit unions goes teyond sizjle production lozns and ic seen as a
wey of jrozoting rore effective finzncial intercecistion and the overell
integration of all rurzl econozic activities.

The ezgriculture ard rural sectors have a limited capaclity to atsorb
irvestrent. This is caused ty institutiozal licitations, huzan cepital
scercity, and dnarrropriate pclicies. Since its beginning, the ASDG has
helped increzse the natiensl absorrtive capacity of the sectoer by finerncing
recurrent operating expenses of prejects which would otherwise ternirete due
to higer's inability to ceet its counterpart fund obligations. 7o date, the
£SDG hes previded $29 million in support to 40 developrzent projects whose
range of activities include: rural developrent, livestock production,
irrigsted vegetatle production, training in financial management for host
country colleborating crganizetions, scsll-scale erterprise developrent,
forestry, fisheries, crop protection ard feasibility studies and pre-project
analyses. The largest portion of these funds (30 percent) has gone for
recvrrent costs in support of USAID/Niger-financed projects. This amendment
1s proposing to mzke an additional $7.000 million available to surport rural
developzent efforts, including the funding for a credit union developrent
aetivity.

e

\
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The goal of the original ASDG, authorized in 1984, is "to assist Niger to
achieve its econozic and financial stabilization program currently in place
under IMF auspices and to contribute to an increase in food production and
farmers' incomes.” *

The goal 1s still valid as long as the objectives are broadened to include the
structural adjustment progrem 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 policles, izplecent the reforms, monitor and evaluate their effects,
and modify thew if necessary. The analytic capacity necessary for policy
reforr will also contribute to better resource planning and management.,
Strengthening the institutional capacity for policy analysis and resource
planning/managezent is an icportant part of the strategy.

Dozestic credit allecetions to Niger from the Banque Centrale des Ftats de
1'Afrique ae 1'Cuest (ECEAC) heve dicinished with the econorcic recession
brought on bty declining uraniuz revenues in the early 1980's. At the same
tice, the GON was using a greater portion of these allocations to support its
public enterprises with lesser credit allocations being reserved for priveate
sector use. higer's centrel agricultural credit agency, the Caisce Netionzle
de Crédit Agricole (QNCA), was being continually forced to absorb parastatel
debt as certuin parastatals were used to channel CNCA loans. The CNCA also
suffered bty not being able to directly manage its lending prograc but relied
on the intercedistion of Union Nztionsle des Coopératives et Crédit (INCC)
agents for zlcost zll its loan evaluation, wonitoring and collection functions
and never matured as a viable finmancial institution. With the deepening of
the ecorczic recession, exacerbated by the drought in 1984, the GON and donors
rezlized they could no longer continue to subsidize the CNCA's cperations.

The protlens of the @C4 in particular and of the syster of agricultursl
credit in gererel were trought to the forefront by the agriculturel sector
institvticnal anelysis cconducted in preperztion of the ASDG, and policy
reforts pertairing to agricultural credit were included in the ASDG prograc.
Credit unicn developzent contributes directly to the sector strategyv oltjective
of developing self-sustaining rural orgenizetions focusing oz expanding the
opportunity for rescurce wotilization in the private sphere.

b. Apriculturel Frojuction Otjectives:

The agricultural sector Institutional Analysis indicated that a viable syster
of agricultural credit was not in place in Niger. The Credit Union FAAD
Acendrent will procote the creation of credit unions at the village level to
serve as a wmeans for improving financial interwediation of existing rural
liquidity. Credit unions are intended to support all economic activities in
rural Niger, and not necessarily be confined to supporting sgriculture per
se. Nonetheless, &s the rural econory of Niger is dorinated by egricultural
production, marketing and production support activities, the credit union
cocponent of the ASDG will contribute in a significant way to providing an
expanded resource base to support agricultural production. Credit unions will
have & beneficial icpact on input supply, product marketing and off-farc
support enterprises arnd private comzerce.

.V
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2, Purpose of the ASDS and Amendment

The ASDG's purpose states that the Grant:
T- prozotes agricultural production by dirinishing the policy
constraints to development in the agricultural sector;

- wmaintains existing investmcot activities and raise the level of the
sector's zbsorptive capacity; and

- contributes towards economic stabilization directly and acts to
zinizize the adverse impact on development programs of austerity
measures izposed by the Government of Niger in order to schieve its
short-tern stabilization goals.

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

- certributes tewards structurel adjustmernt objectives through
winimizicg the adverse impacts of austerity and structural edjustcent
cezsures on agriculture/rural developrent progracs.

The ASDG encourages the GON to achieve a set of long-terc policy objectives in
s6ix areas. Credit union development represents the progression the GON has
rzade under the ASDS in tercs of achieving its policy objectives relating to
agricultural credit. Tne GON has moved froz completing the agriculturel
credit stucy, policy oltjective of the original PAAD, towards implerenting the
recocrendations of the study by estzblishing the framework for the forzation
of credit unicns, the objective of this PAAD Amendrent. The followirng list
covers &ll six policy objectives of the ASDG. The discussion after each
cbjective gives & btrief description of the relationship of credit union
developzent ol jectives to the other five zgricultural policy otjectives.

a. Apriculture Inputs Supply end Subsidies

—- Increazse the overall availebility and use of improved agricultural ircjuts
by adjusting prices and subsidies in a way that incresses ageregste
agriculturel production in Niger and fully reflects production and
procurerernt costs; *

-= Icprove 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

—— Procote 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 wa a more timely basis from private
sources. Thilis will facilitate their production planning and decision wmaking.
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. Froooting 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;

~- Estatlish a nationzl certification and quality control regulatory system
for sees and plant materizls. This would include locally produced seed as
well as inpourted seed of amy variety;

— Encourzge decentrzlization and zutomomous decision making in price and
output levels for the multiplication and distribution of seed and plant

raterisle;

-- Mirnicize the crain eon Governcent of Niger investment and operating budgets
by restructuring the seed supply system to reduce per unit production and
distribution costs and recurrent costs; and

— Estztlish an economically feasitle national seed security policy based on
lirited replenishoent of seed stocks which are lost as a result of
locelized maturzl diszsters such as floods, fires, disease and insect
infestations or drought. Tnis policy should have as a sub-objective the
reduction of per unit costs arnd recurrent costs.

The credit union cozponernt of the ASDS will have an icpact on the seed and
plant material production and distribution program to the extent fermers will
have & leniing source to procure the rnecessary quantities of seeds, and
cooperatives and privaete seed suppliers will have the operating cepital fer
seed preduction and warketing activities.

c. Cerezls Frice and Marketing Pelicies

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

-~ JMore effectively support producer prices for cereals and reduce
intra-seasonzl price verlationes.

As a source of consucption credit, credit unlons will better enable farmers to
manage and market their food stocks over the entire year. The preoccupation
of the subsistence farmer with his farily'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;

-- Increzse the ability of farmers to repay loans obtained for agricultural
production by Increasing access to improved inputs and by ensuring the
econonic use of these inputs.

e. Cross-border Trade

—— Procote increzsed production and exports of cowpess and livestock as
zlterratives to excessive dependence on uranium for foreign exchange;

—— Incresse incozes of crop and livestock producers;

— FProzote interregional trade, particularly with Nigeria and other
veigntoring countries &s a first line of defense against failures in the
reglon; and

-~ Prozote registration of experts.
Credit unions will provide a lending source for rural entrepreneurs for
msrketing purposes and provide a timely cash-flow to better enable thecz to

tezke advantege of marketing opporturnities,

f. Cooperative and FPrivate Sector Involverent

== Procote core cooperative and/or private trader participation in the supply
of sgricultural icputs; and

== Encourege the evolutior of cecoperatives as grain cerketing znd storage
icterzecierice,

Ls discussed to veryirg degrees under policy reform objectives a., b., ¢., &and
e. atove, crecdit unions provide an icportant financial service to farcers ang
rural entrepreneurs engaged in different occupations and econozic activities.
Increzsed liquidity mcbilizetion will provide an additional resource for
production and marketing purposes and enhance and promote all aspects of the
rursl econoxry. Credit unions provide loan capital not only for production
activities, but also for agricultural product marketing and to support
cozzercial involvemernt in production support services.

3. Progrex Amecndzent Outputs

khithin tne fracework agreed upon by the Government of Niger and USAID, the
ASDG assists the Governzent of Niger's Ministries of Agriculture, Animal
Resources, Plan, Commerce and other related agencies to achieve the policy
reforcs as amended, namely:

<~
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Reorientation of the agricultural input pricing and subsidy policies end
restructuring of the official input supply agency, Centrale
d'Approvisionnement (CA),

Foster the availability, diversity and use of improved seed to expand

agricultural growth and production in Niger.

Undertake a study of the countrv's agricultural credit situation,
particularly in the informal market, in order to formulate appropriate
policies to promote the development of rural financial markets.

Procotion of coczpetition in grain marketing through the liberalization of
official marketing agency and pricing policies.

Established policies to promote border trade of livestock, cowpeas, and
other agricultural products.

Prozotion of more cooperative and private trader participation in the
supply of agricultural inputs; border trade of livestock, cowpezs and

other azgriculturel products; and internal grain marketing and storege.

Prograz Arenizent Irpurs
E 2

t 1 currency, (t) the use of local currency derived froz
through dollar traansfers, and (c) technical assistance and

icplecentetion, conducting policy studies, strengthening policy analytic
capacity en¢ evelucting the icpact fror policy changes. These cozponerts will
be mainteined in this Arendcent, and this Arendment will add a fourth
cocporent, a direct A.I.D. grent (CPG) to finance a WOCCU project intervention
for credit union cdeveleopzent. The full description of the WOCCU grant 1is
rrovided 1n Annex D,

Qe

Concitionzl Dcller Trarncsfers

This section rezzins the sarme &s in the original PAAD as amended.

b.

Local Currerncy Cozionent

This section reczins the sacze as in the original. PAAD as amended.

Ce.

Technicel Ascistance and Policy Studies Monitoring

This section rezains the same as in the original PAAD. This input category
will be finance: Ly increasing the foreign exchange component from $4.0
cillion to £-.2 =z1llion, with $200,000 provided by ttis Amendment.

d.

Pilot Credit Union Activities

Through an OPG (cooperative agreement) USAID/Niger will provide a grant to
WOCCU to icplecent a credit union development project activity. The amount
earmarked for the OPG will be $1.9 million of foreign exchange costs.
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e. Sumrary of AID Input Costs

(000 U.S.$)

Forelgn Exchaenge Cozponent Current Agreement This Amendment
~ SDP ESF DFA ESF
Dollar Disbursement 18,637 16,278 4,900 -_—
Technical Assistance 4,000 - 200 —_
LSGA (WOCCU) - - 1,900 - —
TOTAL: ' 22,637 16,278 7,000 -

I11. Progremn Specific Analysis

A, Macroeconozic Anelysis

1. Overview 1%8€& - 19E7

1966, The econozyv of Niger continued to recover fror the effects of the
1%84/19€5 drought. Rezl Gross Domestic Product (GDF) increzsed by 7 percert,
follewing & 5.5 percent increase in 1985, One indicator of the severity of
the recent drought 1s the fact that despite the 1985 and 1986 outturns, rezl
GDF 1s still 6 percent below its pre-drought level. Niger had its second
consecutive vear of good reinfsll patterns In 1986, Sorghuc and millet
production wes 1.8 million tons, corpsred to 1.0 million tons in 15984. The
livestock sector zlso rebounded; the value of 1ts marketed output incressed 46
percent over 1G85, There was no izprovecent in the uraniuc sector (7 percent)
of GDF); vzlue-edded was slightly lower than in 1985, Output was higher in
the service sectors, reflecting the improved agricultural outcoze in 1985,
Industrial growth, at 6 percent, wzs respectable but of limited wmacro-econozic
icportance, as its shere of GDF is only 6 percent.

Pubtlic finarnces rezzined inadequate to finance the investrmeat portion of the
governcent tudpet. Tne overall deficit (excluding grants) increcsed bty 3
billion FCF& (&n increasc of 5 percent —— equzl to 8.5 percent of GDF).
Ferelgn financing closed the budget gap with increases in beth loans and
grants, Debt rescheduling was at the same level as 1985, Tne fiscel accounts
record a sharp drep in domestic financing via the banking system, as the
governzcent reduced {ts debt to the banking system by 3.3 billion FCFA cozpared
toa 7.2 billion FCFA increase in 1985, The fiscel systec displaved & lack of
buovaney with respect to GDP; both tax and non-tax revenue to GDF ratios
declined, despite the strong growth outturn. Expenditure growth was larger in
the investzent budget than in the recurrent budget, again reflecting strong
dounor support for Niger's investment program.

The external accounts recorded a sharp drop in the balance of trade deficit
fror 46 billion FCFA to 11.6 billion FCFA, primarily attributable to a declire
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 millionm.
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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 contlinuation 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 investcent is increzsing, 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 1587 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. Officiczl capital inflows increased sufficiently to lower the overall
deficit in the bzlence of payments. As was the case in 1986, the overall
belance was achieved via debt relief of $52 millirmn. As a result of the
reducticn in the finencing gep, Niger did not request an IMNF stand-by
errangecent in Dececter 1967, but it did negotiate a debt-rescheduling packzge
with the Feris Club in April 1988.

2. The Stetilizaticn Progran

IMF Progrec. Niger had IMF stand-by arrangements in effect fror August 1984
through Dececber 1987. The governcent entered into a three-year, SDR

21 wmillion Structural Adjustcent Facility (SAF) arrangement with the IMF in
Dececber 1966. This facility is supported by a Policy Framework Pzper
prepared by ile governzent with assistance from the Fund and the Worla Rank,
The prograc seeks to foster conditions of increased private sector activity by
reducing the structurzl obstacles to economxic growth, The scope of price
controls will be narrowed, mzrketing will be liberalized, and the putlic
enterprise sector will be reformed to izprove its financiel position &rd
operetions.

The governzent hes met most of the first year objectives and policy messures.
Progrecs to date in the Stard-by and SAF arrangenents Include the following.
The nucter of icported goods subject to preset profit margins has been reduced
from 200 to 39. The nucber of goods subject to price cellings has been
recuced from 27 to 5. Monetery growth and public expenditure growth have been
within target lewvele. Public investment level and implementation rate targets
have been met. The second tranche of the SAF (SDR 10.11 rillion) was approved
in Noverber 1987.

World Barnk Frogranm

The World Bzrk and the Government of Niger developed a stiuctural adjustment
credit prograc in 1986. The program disbursed a total of $60 million. The
objective of the prograr was to increase the efficiency of resource use by
addressing key structural problems of the economy through an econoric reforn
program. Specifically, the program deals with three structural problems. The
problez 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 managerent. Secondly, public
enterprises are to be reformed by revising economic incentive policies,
iepproving their legal and institutional framework and selected privatization
and divestiture efforts. Finally, the structural adjustment program calls fer
the same agricultural policy changes as the Agriculture Sector Development
Grant; liberzlization of cereals marketing, reduction of agricultural input
subsidies, ard icprovenment of the agricultural credit system.

Progress .~ cdate includes the following: standard charters for parastatals
have been epproved; thirteen parastatals have been privatized, six are being
rehabilitated; five additional parrstatals will be partially or fully
privetized and two will be liquidated; nine of thirteen major public
enterprises have reduced their operating losses; 3.25 billion FCFA of
parastetezl cross debt arrears have been settled; the state cereals marketing
and storage egency (OPVN) has abandoned its price stabilization objective and
it limits 1tself to managing a food security stock of 80,000 tons; efforts to
develop an &gricultural credit policy are underway; studies are underway in
the areas of cost recovery and civil service reform; and no new external
non-concesslional debt has been approved.

Structural reforz of parastatals received additional impetus from an $80
pillion Worlc Eank progrer (Public Enterprise Sector Adjustment Prograr)
spproved in wld-1967. Tnis program extends the ongoing reforr in six asreas:
public resource macegecent, price liberalizetion and incentive policies,
institutionzl reform of public enterprises, rehabilitzation of selected
enterprises, additional privatizations and liquidations, and corpletion of the
settleceat of parastatal cruss debts. The prograr disbursed $30 million in
1587, The bzlznce 15 to be disbursed in 1988.

3. Developzent Flzrnzning

The first pclicy statement to address econocic planning beyond the
stetilization process was the Programme Significatif de Relance (PSR)
(Econozic Fecovery FPrograez). Tne PSR *:. an action plen which specifies the
putlic policy changes that will be undertaken to revive the econozy of Niger,
Its foundstion is a redefinition of the role of the State in econozic affairs

ard an acknowlecdgment of the importence
econozic recovery. Tne State's role 1s
fracework which supports private sector
offer of support to the private sector,

of the private sector in Niger's

to provide a fiscal and adcinistrative
development. In exchange for this

the Government expects a scrupulous

acherence to ite laws and regulations by the private sector, especilally as
regerds texation and custozs administration. The PSR differs from the
Five-Yezr Development Flan (Five-Year Plan for Economic and Social
Developzent, 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.
Putlic pronouncenents in the fall of 1986 characterized the PSR as a bridge
froz the period of stzbilization to a period of sustained economic growth.

Between December 1986 and April 1987 a unit in the Ministry of Plen worked on
an elaboration of the PSR, in conjunction with several technical ministries
and several putlic institutions. The program is known as the Programre
d'Arpul zux Initiatives Privées et 4 la Création 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 revigions of the commercial and investment
codes, revisions in labor laws, and reductions in the extent of oversight by
the econoric police. Institutional changes will strengthen the Chacber 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 growih in Niger. The shift began several years ago as
budget zllocations for public investment changed in favor of agriculture and
rural developcent. This shift in sectoral emphasis has its most fully
developed rationalization in the five-vear development plan. Three documents
wake up the five-year plan: the economic and social development plan of Niger
1987-19%1; the financing plan 1987-1991 and the three-year investment plan
(1967-1989). The strategy of the development plan is export-oriented and
rural bzsed. The strategy represents a formal recogrnition that prospects in
the world uranius narket rule out any recovery in the mining sector. Tne
productive sectors, other than agriculture, are too small to serve as a base
for wide-syread econocic growth. Only agriculture, the work place of 90
percert of the lebor force, has the resource base from which sustained
econozic growth cen ecerge. At the sace time, the resource bese 1s threatened
by naturel (erratic rainfall patterns) and man-made (overgrazing and
soil-depleting egricultural practices) calamities. The strategy gives
coasiderabtle izportance to the preservation of the resource base. The
five-yeer develcpment plan incorporates the private sector ecphasis found in
the PSE,

B. Agriculture Sector Anzlysis and Furel Finance

1., Ezckground and Overview of Rurel Finance in Niger

Vith the econozic recession brought on due to declining uraciuc revenues sisce
the early 1980s, the Government of Niger (GON) is attempting to reoriecnt &ud
divereify its economy with the msjor ezphasis on the agricultural secter. To
procote egriculture's role in the overall economy, agricultural policy refcrze
have been a central coacern of the GON and its principal donors. USAID/N:iger
identified the need for major policy reforms in the structure of adelnistering
agricultural credit in Niger in the course of an agricultural sector-wide
institutional enzlysis conducted prior to the approval of the ASDG. The
znalysis specificd the major deficlencles of the formal means of providing
agricultural credit through the central credit institution, the Ceisse
Netionzle de Crédit Agricole (CNCA), as well as other structural irpedicents
working against more effective financial intermediation in rural areas.

The GOX implemented a comprehensive study of rural finance in Niger as an
initizl step towards policy reform in this area. Ohio State University was
contracted under the ASDG to assist the GON in this effort. The principal
conclusions of the study were: there 1s a marked absence of an institutiomnal
syster of finencial intermediation in rural Nige:r; standard banking functicns
are underdeveloped in the administrative framework of productivity projects
znd other progrens developing the rural econory; and only indigenous
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mechanisms of savings and loan activity play out a rudimentary but useful role
of intermediating the investment flows in rural ereas. The study made three
basic recomnendations: (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 recomzendations 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
prozoting 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 reforcing 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
covenent in rural Niger, including the identification of the requisite pnlicy
reforzs needed to prozote credit unior develvopment. WOCCU corpleted two
coasultancies to this end, &nd provided USAID with the necessary policy
cozditionzlities te te included under the ASDG and a2 technical description of
a credit union project zctivity.

2. Macroccooonic Influences orn Niger's Financial Sector

Niger is & mecbter of the West Africen Monetary Union (UMDA). As

a cecber of UMOA, Niger has a licited degree of autonomy in controlling its
cocey supply and credit sllocations. The main tool of the UMOA for liquidity
coatrol of its mezbter countries is rediscounting by UMOA's central bank, the
Ezaque Centrale des Etats de 1'Africue de 1'Ouest (BCEAO). Wwithin the fixed
linits of BCEAQ discounting esteblished for each of its member countries, each
coustry's Nationel Credit Cozmittee decides on domestic credit allocations.
Credit to merlter country governments 1s limited to a maximum of 20 percent of
the previous year's officially recerced fiscal revenue. Rediscount rates zre
ceterzined by the board of the BCELD. Sectoral priorities are establishad by
ezch recter governcent. In the case of Niger, the order of priority is:
agriculture, higerien enterprise, industry and mining, construction, transport

ETu coCIerce.

Despite the sectcral priorities esteblished by the GON, the rurzl sector
(egriculture, forestry and fisheries) has the lowest share of total credit
golng to the private sphere. The average share of the rural sector in the
totel private sector credit for the period 1980-1983 was only 6 percent,
whereas the sector's average contribution to non-government
gross—dozestic-product (GDP) in the sazme 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 uraniur revenues, Niger has experienced a period of
econozic 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, docestic
credit as a proportion of GDF 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 BCEAQ has substituted more and more for the
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loan collection. Also, as he was one step removed fromw direct affiliation
with the CNC4, his incentive for efficient loan moritoring and collection was
questionzble, and these activities were, thus, carried out poorly, if at all.

The CA 1s the public agency responsible for input delivery to farmers done
through cooperaztives with assistance from UNC agents. Farmers in the
cooperative pey for the inputs in cash or inputs are delivered against a
signed loen zgreezent between the cooperative and the CNCA. The ChC4, then,
credits the C4'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 CNCA, which in fact amounted to an
additional subsidy.

Forelgr donors &accournt for over 90 percent of GON public investment in
ggriculture and in rurel developzent. One of the principal areas of
investmwent 1s Frocductivity Projects (PP). The most common feasture of PPe is
thie otjective of increasing zgricultural production through the adoption of
icproved inputs and techniques. Credit to allow for the purchase of inputs,
equipzent arnd other capitel gocds 1s alwsys a cozponent of FFs. Most Frojects
crerete their creiit cozponeatsz through the CNCA under a systex of advances
egand prefinancing thet ere subsquertly reimbursed to the CNCA by the denor.
Tris method of providing agricultural credit is a "supply-leading” approach
where credit serves the purpese of facilitating the adoption of techniques
thzt will eveatually ircrcacc production. This type of credit systec is
clearly borrower—cdominated with the development of the credit- giving
institution as & SCCC;Ocr) coucern, 1f a concern at all.

elves lncurred heavy accuculztions of arrezrs whenever
wers from the @CA, These deficits were usually the
result of miszzanagecent on the part of the parastatals, but sometirmes also
derived froc pelicies edopted ty higher authorities such as the case of the
icsufficient allccaticn of resources to the CA for its input subsidy prograrc.
The CANC4 cid not have the political power to resist pressure to "bail out”
these rerestatals to weke up for budgetary shortfalls.

Most parastatzls th

T
they were direct borr

1

c€
e}
o

Finelly, the fregoented Froductivity Frojects approach to credit celivery
contrituted cirectly end incdirectly to undermine the performance of the CNCA.
Tris occurred directly cuc to the cozpliceted procedures introduced by sources
cf funds to reicturse the CNCA for the advances and prefinancing it grantec to
Frs. Indirectly, the (NCA's perforzance was cocprotised by suberdinating
credit activity to servicing productivity goals. It tended to de-ecphasize
repeyment performence, credit-worthiness and financial viability as goals
ceriting serious &ttention.

Tne decise of the CNCA, thus, can be traced to poor loan management procedures
and practices and to ar operational philosophy that prevented it from caturing
sufficlently to rlay a relatively autonozous role as a true financial
intercediery. The CNC4 became an administrative conduit for funds earcarked
for use by other organizations promoting the adoption of new inputs with the
financial viability of the CNCA as & lesser priority. The perverse structural
and orgenizetional deficlencies of the CNCA made it a non-viable financial
institution incapatle of performing a resource allocation role through
financial internecietion. The OSU research team's recomzendation to close the
ChC4 was based on these censiderations.
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b, Savings

The Caisse Natiorale d'Epargne (CNE) 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 Telecomrunications (OPT). The CKE has no
lending functions and all deposit funds are channelled to the Treesury or
deposited at the Banque du Développement de la République du Niger (BDRN), a
public bank, Tne CNE's own funds can be invested only in real 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 05U 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, probzbly due to the overall econocic
recession of the early 19€0's. Deposits in the CNE are paid a norinal
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 estimzted that the implicit effective rate peld on deposits may
only te between 3.7 or 4 percent per annuz. In 1985, the CNE wes earrning 9.25
percest on its account with the Treasury (30 perceat of its financizl assets)
and 11.25 percent on a f{ixed-term deposit with the BDRN (the other 70 percent
of its financial assets).

The CNE cperates through 42 full service branches of the OPT. The CNhE
cozpencates the OFT for its support with a flat fee of 1.25 rillion CF4 francs
per yeer. Despite th2 support received froz the OPT, the CNT has been
recording adcinistrative costs as high s its interest costs. However, the
CKE contizues to earn operating surpluses due to the icplicit subsidy proviced
by the OPT wiich probabtly contributes aduinistrative support to the CANE in
excess of the 1.25 pillion CFA cocpensation fee.

In aprreising the CNE, it zppears that the CNE is a relatively healthy
finarncial operaticn, pertially because of the support received froz the CPT in
excess ¢f its annusl cozpernsztion. Tne CNE is the only formzl suprlier of
Ceposit services in rurel Niger aznd is the single most important institution
where deposits are heyt, Farcers, it appears, represent only a small
Froporticen of CNE depocsitors. Thne CNE operates with very smzll accounts with
& clientele cdifficult to reach and service. The izplicit subsidy provided bty
the (i1 is prot:ztly justified as 1t covers transaction costs that otherw:se
would prevent rurel depositors froz access to the-deposit services of the CNE.

4. Informsl Credit and Savirps:

a., Credit

The Chio State University study, Rural Firance in Niger, indicates that
informal trancactions between rural households as a mechanlsc of transcission
eud relocation of liquidity are extrezely icportant, The vast mzjority of
households included in the OSU survey had received loans (80%) and engaged in
lending activities (67%). Most of the loan sources were relatives or friends
and nelghtors with the predozinant form of berrowing being grains, livestock,
cash or a cixture of all three., The icputed average value of these informal
loans teceived during the survey year in the villages was 31,000 CFA which

a4
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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
sorze. households used both formal and informal sources of credit bringing the
calculation to 47,675 CFA of average loan size which represented 30% of
agricultural incoce. CSU's overall conclusion drawn from these data is that
inforrel finarcicg or azssistance provided about 88 percent of total
indebtedness acquired by the average rural household, thus highlighting the
icporteace of non-institutional credit in rural areas.

Wholesale and reteil merchents play a Jominant role in the flow of informal
finance at the villege level. A large share c¢f both merelan® proups have a
high access to credit to finence thelr operations. Wholesalers have almost
universal access to credit with 87 percent of the surveyed wholesalers
receiving loans, wostly fror banks. A lesser number of retailers have access
to formel credit lines depending more on wholesalers as their source of
loans. In cerny ceses, wholesalers will consign on credit important stocks of
cerchendise to retailers for later sale to villagers. The retailers, in turn,
lend goods to villegers for peyment later. Initial supplies of credit for
both wholesslers and retallers, reg.rédless of source or forr, are assoclated
with & cocpzretle flew of on-lending to their resjpective custorcers.
Short-terz liquidity thus flows downstrean through verious lavers of the
coczercial network reaching the village.

Another cherecteristic of informel lending activities is that both wholeszle
and reteil merchants, in effect, trensforn thelr long-term source of funds
into & shorter—tern structure for their borrowers. Wholesalers tend to have
access to loans that carn stretch out to one or two years in time. This 1is
probtatly due to higher levels of cozzercisl inventories which serve at least
icplicitly as a forz of collateral for formal lending institutions.

Retailers, cn the other hand, do not heve access to longer terc loan
structures, and they rust restrict their lending to a shorter repaycent period
for their custozers (1-3 conths)., Bcth wholesalers and retailers usuzlly give
indeterminant credit lines to thelr custozers especislly for in-kind loacs,
end their clients are percitted to welit until the goods are solc befcre
repazying the in-kinZ dett which uscelly coly tzkes & short period of tice.
Most loars to both cerchent clesses are usually repaid in cash.

Tre CSU stucdy showed that a lerger share of retallers are invelved in
indigerncus savings activitles then wholesalers. Wholeselers probably kold
szvings in rore forzmal ferzs In mearby urtan areas or in their inventory of
goods. Tne fact thet many retall rerchants also act as money-keepers in their
village strongly suggests thelr merchant profession ettracts a demand for
providing cdepcsitory services to villagers. Thus, retail merchants carry out
cultiple coczercial and financial services at the village level, i.e., sellers
of merchendise, leunders of credit Iin cash and in-kind, and act as a persocal
deposit Institution.

The question of interest charges for crecit given by merchants to their
clients wes left unanswered by the OSU study. Most merchants did not admit to
cherging explicit interest on these loans. The fact, however, that most loans
glven in-kind were repzid in cash raises the guestion as to whether merchants
use thelr role as a purchaser of products to extract implicit interest on
their loans. The study concluded that & core intensive survey docurenting
rerchants' transactlons over a period of time 1s necessary to generate the
reguired {uforcation on interest cherges icplicit to cozmercial purcheses and
salec.

%
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b. Savings:

The OSU survey was designed to obtain information on the use of local savings
groups or associastions as depositories of financial forms of savings by the
household. These non-institutional forzs 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 necber makes a uniform contribution on a periodic basis
(weekly, bi-zornthly or wonthly depending on the organizational rules) with
each mecber, in turn, given an opporturity to receive the contribution as g
loen. Toctires are fouzd throughout Kige: in all ethnic groups and geographic
settings., The OSU sarple included 56 tontines coverizg five departrernts and
five ethnic groups. 4 tontine's lifecycle ranges froz four to eight mocths.,
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 merbers. Tontines are
orgerized ty low-income producers as well as sophisticated traders. Rules of
orgenizeticzn, likewise, can vary froz the rudicentary to the very forwal. The
level of tontire activity usually fluctuates with the seasonal flow of the
viliege's proiuction cycle.

Tontines are relatively hocogenous with respect to gender, occupation and
soclal cless so that the characteristics of the organizers reflect the
predozinate cheracteristics of the meebership. The 0SU survey showed that
women predozirate &s tontine organizers. However, the higher income class of
tootices (ty ronthly contribution of merbers) was strongly associsted with
cele mezters, literacy of the leader-organizers, putlic ecployee grours end
cozizeted ty faroers or mercheants. Tue survey further indicated that szzll
cecbership groups of three to ten usuzlly were made up of mecbers of a
wezlthier cless, aznd the tortine usually hsd a longer lifecycle. larger
tontine merlership groups were racde up of lecs wezlthy individuzls who rzde
szaller irndividual contributions with shorter tontine lifecycles. It wes also
interesting to note that 43 percent of the tontine organizers surveyed zlso
Flayed a role as a money-keeper Jcr villagers; 66 percent of tontine leaders
were icvolved in nore than one :ontine; and that 84 percent of the tontines
paid a fee to the leader or organizer for zanaging the tontine's business.

Yost loans received from the tontine are for consumption needs. The sarple of
tontines iIncluded in the OSU study showed that loan sizes ranged from 800 CFA
to 200,000 CFA with an average loan slze of 39,342 CFA. The total finzncial
circulation (i.e., individual loan generated and multiplied by the nucber of
tontine merbers) among tontines in the sacple 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 27,195,088 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 potentizl base for a more formal cooperative savings and
loan organization.
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11, Money-keepers

The money-keeper 1s the second indigenous form of savings activity at the
village level. Money-keepers serve a diverse clientele that cuts across many
soclal classes and groups. The evidence provided by the 0SU study 1indicates
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 falrnmess in dealing with pecple
in the village aud economic security. Most clients of money-keepers want to
get money out of thelr homes and into someone else's hands where it is safer
and not icnediately available for other family members to draw upon. Also,
the morey-keeper is a convenlent place for clubs and village associations to
keep their collective furnds, and they serve as a convenient interzediary for
individual or greup funds to purchase goods on their behalf in other locales.

Farmers and merchants predominate among occupations of money-keepers. Most
money-xeepers are mea. Money-keepers' activity is highly seasoral. The
maxinum deyosits and nuober of deposits are much higher at the harvest and
poest-harvest period than they are durlng the dry seascn. The OSU survey
showed thzt total deposits held by the 39 money-keepers in their sazple during
the izzediste post-harvest period was 30,000,000 CF4 compared to 13,000,0(7
CFA during the dry season. O0SU data also show that the average size of
deposit durlng 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 cocpzred
to an average size of deposit on a countrywide basis of only 19,200 CFfi in the
formal market of the CNE.
Money-keepers also engage In inforzal loan activity as well as pawaobrorlng azd
other storzge activitles for villagers. OSU data show loan sizes raaging frex
1,000 CFA to 500,000 CFA with an average loan size in its sacple of 55,000
CrA,. Once agaln, these figures compare to an average size of the outstazdir;
loan talance for Individual loans to the CNCA of approximatelv 42,300 CFA a
of 1965, Thus, the rural money-keepers, on the average, maxe village loa:z
of cozparable size or larger than the agricultural production loans of the
CNCA. A Money-keeper's loan activities combined with the seasonal flow of
funds In his deposit activitles strongly suggest that the money-keeper is
engaging in a rudimentary form of 1iquidity management with his fungible
inanclal 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 indeterminact
period of time. This {s typical of informal lending at the village level with
lending and repayments recycling through time on a fairly regular ongoling
basis.

-
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5. ASIDG Policy Imrlications:

The evidence accumulated from the CSU study, Rural Finance in Niger, oz
tontine and money-keecping activity at the village level suggests that an
ecbryonic form of financial intermediation is already occurring 1o rural
Niger. These indigenous styles of savings and loan activity could forz the
base for the emergence of a cooperative savings and loan initiative. The OSU
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report shows there is a sufficient liquidity base to represent an important .
curreat 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 leve) 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 systexs ignore the natural, shorter—term need for consumer
lozn dezand and force an irratiozal longer-term production loan bias on their
clieatele. In ignoring depos!t services and consunption loans, the formal
lostituticn will fail since it 1s not catering to the real needs of the
villagers.

Given the limited options for promoting the development of financlal markets
in Niger, the OSU study on rural finance concludes that a well designed and
well managed credit union movement is the most appropriate vehicle to
introduce forzzl finance into the rural milieu of Niger. Credit unions caa
build upon a strong base of local deposits and savings properly rewarded with
interes” on savings and divideads on share accounts.

Credit unions are Cooperative finzncial organizations owned and operated by
their meabers according te demccratic principles and are financially
self-sufficient. Credit unions normally have characteristics of both formal
and informal financial intermediaries, have attributes of both traditional,
inforzal comzunity cooperative structures and modern, chartered financial
institutions and often serve as the first step in the development of forz:z
finarcial markets in rural areas. Credit unlons bring institutional financial
services to rural areas not generally served by formal sector financial
Intermedieries. Tnis lowers the cost of borrowing and raises the yleld on
savings. As & result, both savings and lending are increased substantially,
Since czny credit union mexmbers are new entrants into the financial systen,
the growth of credit unioas is likely to reflect increased monetization of the
econocy and increased economic efficiency by reducing the costs of financial
intermediation to middle and lower income groups previously dependent on
infornal financial market services. These new savings provoke both investment
and consumption through credit union loans at the local comaunity level.

C. Progran Impact

1. Macroeconon!ic Impact of the Amendment

The macroecononic impact of the sector assistance will come from the increased
forelign exchange availability to the public sector and the consequent increase
in budgetary resources, as was the case for the original grant. The ASDG
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 GCN A
Folicy Framework Paper (PFP) 1988-1990. The impact in subsequent years should
include greater levels of intermediation of rural finmancial 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.

A
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The local currency generated from the cash transfer will be deposited in a
speclal 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 budgetary
resources allocated to the sector. Low productivity limits the revenue yileld
the Government 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 Governzent's
long-term development strategy.

2., Azricultural Sector Impact

Village—~level credit unions build upon the strengths of informal institutlors
for savings and credit (tontines and money keepers) by providing a safe place
to save zod a convenlent form of credit for myriad purposes. Credit unions
will heve the long~term effect of creating a more complete financial cycle
resulting in an increased rate of investmeat of local resources in the local
econozv, Creldit urnions promote more effective rural financial intermediation
of existing rurzl liquidity and provide an expanded resource base for the
overall iIntegration of rural economic activities.

Convenient ancd tlzely access to credit will allow farmers to obtain key
agricultural inputs on a timely basls, 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
comzercial purposes to expand thelr activities to service the rural
porulation. At the wmacroeconoalc level, cradit union developrent does not
regulire a large investment by the state or the creation of an adxzinistrative
infrastructure for implementation. Credit unlons rely on loczl leadership ezd
manzzezent for thelr functioning.

The need for assessing progress in project implementation and measuring the
impact of the credit union activity on participants/sector at large has beex
clearly acnticipated during the design process. The project document (See
annex D) enumerates suggested targets, building on already existing benchzarkce
identified by the OSU study. Proposed actlons include installing financizl
and statlistical information gathering procedures at each credit union level.
However, as specified in section V (Iaformation Plan), the data gathering an?
analysls 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 componernts
and counterpart-funded project activitiles.

D. Social Soundness Considerations

The ChCA's lending program falled for a multitude of financlal, managerial arn’
soclal reasons. From a social perspective, the OSU study pointed out that the
central governmeat lendlng programs were percelved by villagers as allea arnd
imposed upon thex for specific purposes usually tled to donor or centrsl
governrent sponsored production activitles. The lending structures, i.e.,
terms and interest rates, did not colncide with the short-term cash-flow needs
of village 1life which were usually for consumption purposes. Deposit services
were, likewise, overlooked as an lmportant part of the rural fimancial market.

U\
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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 GON 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 alreadv existing liquidity found at the
village level in Niger through tontine and money-keeper activities. Credit
unions normally have characteristics of both traditional, formal camunity
cooperative structures and modern, chartered financial institutions and often
serve as the first step in the development of formal financial markets in
rural areas. Local initiative, responsibility and investment build the credit
union system starting at the camunity 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 QSU study
of rural finance in Niger further indicates that substantial informal
financial internediation is already occurring at the village level, and that
there is a promising base of liquidity circulation reflecting current demard
for deposit 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
ne=d short-term, easy liquidity to smooth out their cash flow ne=ds over the
year. Respond=nts to the OSU study also indicated a desire to secure
alternative savings mechanists 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
consumption needs and as these loans are short-term, can be repesated many
times, thus responding to the multiple liquidity needs of villagers, Savings
activity leads to exparded 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 committees and frequent,
repeated deposit and loan activity generally insure responsible loan recovery
behavior.

On-site loan managament activity is what formal govermment-sponsored credit
prograts located outside the village find difficult to emulate at the village
level. It is extremely difficult for government programs to evaluate numerous
snail loan applications, to offer the same range of services, maintain the
same level of active loan turnover amd instill the same degree of confidence
and loyalty as a village-level institution, As a consequence, there is weak
identification among villagers with the interests of the govermment-sponsored
credit progran and poor loan recovery., Village-level credit unions are the
only fommal vehicle of financial intemmediation that can avoid these
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shortcomings and effectivaly 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 1s 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 imstitution 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 soclally acceptable. Tnis stage cannot be expected to be
reached In Nicer for many years. WOCCU's monitoring systea will allow
attention to this question over .time.

The direct beneficiaries of the proposed WOCCU credit union interveation will
be approxizately 1500-3000 villagers of the selected project zone. This
estizate represents the eventual credit union membership targetr after three
years of organizational and development activities. Secondary beneficiaries
will be those rural inhabitants who will be involved in econocic activities
instigated by the nmultiplier effects of increased financial intermediatioa 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
mezbers will be farmers or traders by principal vocation. The majority of
mexzters will be {lliterate, with perhaps ome-third literate in Arabic or
Hausa. Few, 1f any, mezbers will be literate in French. Special efforts will
be needed to reach poteatial women members as many wozen state that they are
reluctant to pool their funds with men.

The WOCCU project intervention will devote a substantial acount of resources
to the collection and anzlysis of baseline data to accurately deterxzine both
the econczic and soclial impact of credit unions in rural Niger. A statistical
base as well as methodologies and procedures to measure the impact of credit
uniocs alrealy exists as a result of the 0SU study. The WOCCU project will
build upon this data base and further gather and synthesize credit union
finaacial and related statistical information on a regular and on-goling
basis. Key variavles to be monitored will include: rates of savings and
mexbership growtn, 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 cocprised of two groups of
activities under the proposed amendment: (1) policy implexmentation and its
support activities; and (2) management of local currencies derived from the

grant,
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1. 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
pProgress reports on implementation of policy reform measuyres 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 graat. 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
GCN/USAID Managezent Committee and the ASDG Secretariat will continue to
coordinate activities and preparq necessary reports and documentation related
to the counterpart comporent.

2. AID

USAID's Agricultural Developrent Office will continue to manage the progran
and coordinate its implementatioz with the Program Office. The USAID prograxn
steering comzittee will contiaue to monitor and evaluate the prograa. The
committee 1s comprised of the Agricultural Development Officer, who is the
chairzan of the comzittee, the ASDG Progran Officer, a financial analyst froo
the Cffice of the Controller, en agricultural economist, and a
macroecononist. The specific responsibilities of the committee remain as
described in the original PAAD and Program Grant Agreement.

B. Icplementation of Policy Reforn

Under the original Agriculture Sector Development Grant, the Government of
Niger agreei to modify its sectoral policles during the life of the prograx in
the areas of pricing and marketing, input subsidies, input supply systexz,
crecit, border trade with Nigeria, cocperative and private sector preczotioz.
The 1967 ASDG azeadzent added restructuring and the diversification of the
seed and piant macerial multiplication system. Under this amendment,
additional conditionalities are belng 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
refora measure.

1. Implementation Responsibilities

Governrent of Niger

Under the original ASDG Program, the Ministry of Rural Development (MRD), and
the Ministry of Plan were responsible for policy implementation. However, in
1985 the MRD was reorganized into two ministries, the Ministry of Agriculture
and tke Ministry of Animal Resources. In 1987 the two ministries were again
reorganized into the Ministry of Agriculture and Environment and the Ministry
of Anizal Resources and Hydrology; these two ministries are the principal '
agencles 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:

W
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monitoring the program of policy reforms;

carrylng out the necessary policy studies, assessments, semlnars 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.

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

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

preparicg aad reviewing with the Government of Niger any changes or
revisions co the grant agreement;

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

Policy Implementation Schedule:

The revised indicative policy implementation schedule which covers the ASD3
Progran extenslon period, June 1987 until the PACD of September 1989, is as

follows:

Action Month/Year
Condition Precedeat for third tranche met. June 1987
Grant Agreeczent Amendment signed. July 1887
Establishaent of Technical Committee Structure. August 1987
Semi-annual progress report submitted and Decexber 1987
reviewed.

ASDG 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 ASDG PACD.

Seed Policy Advisor arrives. April 1983
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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 1. Establish an effective and
accordance with the conclusions efficient rural financlal
and recommendations of the system (credit Unions).

agricultural credit study, to
encourage the development of rural
finazcial markets.

a.

2, The GCK P
of the propos
be executel [

the ASDG,

(a)

(b)

(c)

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

The GON provides interim legal status to credit unions supported by the
USAID project permitting them to transact business with all rights in law,
including the right of enforcement of contracts and legzl redress. Tais
interiz legal status will be provided by the issuance of an Administrative
Decreee or Ministeriel Arrété no later than ninety days after the signing of
the Grant Agreement Amendment.

The GCN provides exesption to credit unions supported by the USAID projec:
from current laws or statutes governling banks, financial institutions ard
cooperatives. This exempticn will be provided by the issuazce of an
Adr-inistrative Decree or Ministeriel Arrété no later than ninety davs after
the siguing of the Grant Agreement Amendment.

repares a plar for implementation

el pollcy changes that will

rior to the cozpletion of

This will include:

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%)
Having in operation a tender (b) Reduce government interventio:n -
and bid system for reconstituting in cereals markets.

OFVN stocks for all purchases
and sales; and

Maintaining a minimum level (¢) Reduce government intervention i:
of 6,000 Tons of village level cereals markets.

graln stocks through

arrangexzent with cooperatives

and Groupements mutuallstes;

Hbo’
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TABLE 1V, 2

IlTlustrative Oklipation of Funda

(o0 us §)
Previous Ohllignated This Amendment Nuw Total
SDP ESKF Total shp DFFA Total snp DFA ES_F Total

Ccnd{tional Dollar

Disbursement 18,637 16,278 31,905 - 4,900 4,900 18,637 4,900 16,278 39,815
Technical Assistance 3,007 - 3,007 - 200 200 3,007 200 - 3,207
Limited Scope Grant

Agreement (WOCCU) - - - - 1,900 1,900 - 1, Y00 - 1,900
Policy Studies,

Seminars, Workshops 722 - 722 - - - 722 - - 722
Evaluation 173 - 173 - - - 173 - - 173
Audit 60 - 60 - - - 60 - - 60
In-Service Training

and Support 38 - 38 - - - 38 - - 38
GRAND TOTAL: 22,637 16,278 38,915 - 7,000 7,000 22,673 7,000 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 Method of Approximate
Assistazce Implementation Fipnancing Amount

1. Foreign Exchanze Component

Technical Assistance Direct AID Contracts Direct Payment 3,207

Limited Scope Crant

Agreement AID Grant Direct Payzent 1,9C0
Folicy Studics,

Workshops acd Sexinars Direct AID Contracts Direct Payzent 722
In service Training Direct AID Contracts Direct Payument 38
Evalustion Direct AID Contracts Direct Payment 173
Audit Direct AID Contracts Direct Paymexnt 60
2., Local Currency Fuzd Basket of sub-projects

(Disbursed by program)
controlled by GCN under GCN provided
121 (d) standards Local currezcy 39,815

TOTAL 45,915

The Project Amendzment conforms to the mission's general assessmeat entitled
Mission Ficanclong Policy and Procedures updated as of December 31, 1985. There
are no departures froz the general assessment.

AX
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V. Inforzmation 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
progran are econozlc policy decision makers within the Government of Niger.
The policy reforas 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 1s responsible for determining whether conditions
precedent have been satisfled. In addition, the USAID/Niger Agricultural
Developzent Officer has responsibility for monitoring and evaluating
compliazce towards econoznle reform measures included in the program. He
receives assistance in this effort from the ADO ASDG Program Officer, the ADO
agricultural econozist and the USAID/Niger Economist. They are the principal
USAID/Niger monitors of ASDS data.

The informzticn generated by the ASDG, also, has relevance for other domors
supporting policy reforms, most importantly the IBRD and IMF.

B. Principsl GCltjectives:

The priccipal objectives of the ASDG as amended are set forth im section
II1.2. of this FAAD Amendment revision.

C. Priority Informatlon Needs

Under the ASDG, funidirg is released in tranches after agreed upon policy
reforz meastres have been attained by the GON. A joint USAID-GON evaluation
is usel to deterzine the degree of compliance to the policy conditionaiities.
Thus, the ongolng data collection and analysis activitlies by the participating
GON organlzaticns and contract personnel contribute directly to the joint ASD:
progran evaluatican. The joint evaluations provide the necessary inforcation
and represent the key decision points for the release of the resource transfer
to the GCN. Also, the mid-term evaluation was used to identify the needed
managezent reforas for the Implementation of the overall program. The final
evaluation will assist USAID in determining the content of ASDG II.

D. Managezent Information System (MIS)

Table V.1. was developed by the University of Michigan (U. of M.) technical
assistance (TA) team in collaboration with the various ASDG counterparts. The
table 1llustrates 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 stande'? GON statistics as
well . * ASDG-specific data collected in support of the ongoing efforts.
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8. provide training aimed at transferring skills 1o economic policy
analysis, formulation, and monitoring to the Nigerien counterparts in
order to develop the policy analytic capability 1o the Ministry of Rural
Developrment; 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
functiocs of pollcy analysis and will work closely with the Agricultural
Development Office of USAID/Niger in monitoring implementation of the policy
reforn progran, The technicel 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 mecro and micro levels. The USALD steering committee will provide
recozzencdations to USAID senior management in determining whether satisfactory
policy actlorns have been taken to meet the conditions precedent for subsequent
dollar disbursezexnts. ’

Annuzl review anl assesszeat between the Government of Niger and USAID senior
mazagezent will continue to be held to discuss progress or problems
encountered {n the policy reform program. Such reviews will provide the basis
for deterzining subsequent disburseseats of funds under the grant. They will
also provide an opportunilty to make necessary adjustments to the program,
Other cethods of monitoring the program will include monthly progress reports,
guarterly program {mplementaticn reports, jolnt reviews, audits and
evaluations,

The Missicn Director with inputs from the USAID ADO, USAID steering committee
and GCN policy analysis will make the determination as to whether necessary
conditions precedest for subsequent dollar disbursements have been met or
whether modifications of policy reform targets are needed. AID/W will be
inforzed of the decision with necessary documentatlon to support the
decisicn. Any dzscision 1nvolving substantive modifications of the prograz
will be deferreld to the AA/AFR.

Monitorire of Local Currency Progran

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 ard
financial review of counterpart use proposals, regular reports on allocation
ard expenditure of funds, assisting in annual audits, and site visits to
assess performance of counterpart-funded activities.

The mid-tera evaluation suggested a number of management improvemeats in the
operation of the secretariat including appointing deputies to assist the
Executive Secretary in management of the secretariat; publishing standard
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 Chalirman of the Joint Managezeat
Conmittee 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
Manageoent 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 capaclity 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
techrical assistance team from Tufts University 1s, likewlse, assisting in
implezernting policy studies in the livestock sector. Tufts is also installing
micrecozputor capanity at the reglomal level as well as the central ministry
level.

F. Operation of the MIS

Inforzation relatec to ASDG falls into three main categories:
- dati used for the monitoring/evaluation of policy refora areas;
- data used for specific studies in the same areas;

ta used as part of technical assistance 1n the norzal flow of
ministry activities.

Monitoring/Evaluztion Data: Statistics collected from various sources by the
U. of M. tean (i.e., loput use, input and cereal prices, etc.). These are
processed and arnzlyzed, and used to monitor progress and become part of the
ASDG evaluaticn of policy reform compliance. These data appesr in tadular
form and are avzilable ro AID and Ministry staff.

Data Used for Specific Studies: These various statistics are gathered
(prizary or secondary collection) as specific ASDG related studles which are
carried out (fertilizer use, cotton production, marketing by cooperatives,
etc.). They are processed by the TA teaxm 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 1s organized in a data base.

Technical Assistance to the Ministry of Agriculture: In this case, the TA
team 1s using data collected by the Ministry's field agents which includes
agricultural production and price statistics and appear in tabular and graphic
forn 1n 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 arnd
Programz!ing also publishes a synthesized situation report every two weeks. It
contains recent Information on rainfall, prices, production and crop '
infestation reports. It is limited to 8-10 pages, contalns tables, maps and
graphs, and is sent directly to the Minister's cabinet.



lnrormation management also covers the monitoring of various projects by the
minlstry. Froject budgets and activitles are trackeu titrougn a simpie data
base system allowing the pregaration of regular situation regorts. Ministry
staff dare entirely in cnargxe ot tuis activity.

G, Lstimatea tvaluation Keyulrements:

lne nmiu-leram tvaluation or the ASuL was concucted in Juiy tYou. 1lhe Final
bvaluatiou is scneauted for guly lyoy. both of these evaluations are
cousigered eaterual. Frior to tue release or successive tranches or ASLG
funas, a joint GUN-U>ALL internal evaluation 1is conaucted to determine the
gegree vl cuipliance on toe part ol tne GUN 1n meeting predeterzinea policy
refora mweasures. 1lnus rar under tne ASLGL, two joint evaluations have been
comcaucted, One 1n LY53 anc the other in June 1%o/. 1ue next two joint
evaludtions dre scneaulea ror bSeptewber 1Ybd ana September 1v6y.
4Gd1Clouatly, tue U. or M. rtecnuical assistauce team wiil counduct an interis
internal evaluation of tne aatd bases it has establisheu ror monitoring anc
eveluallng Abuvu policy reroros. inis will alse tane place verure June tYou
and Septelber 1yby,

POr Cue vibe lelallillg exterlbel €Valudlloh, Qala will be reqUlred Irow tie
tatle provlded 1o L€ helagesent Llotormation Systews Section. 1nis gata is
SpeClllcdily reldted tO tue pulicy retorw process. aAlsvu, as tne finas
evaluation wili assess udalu/higer's ane the GLUN's managezent pertormzance 1n
Lls Couulsde UL 1LpwleTenlln, Lue adLL, bultn UdAIL and LUy recuras will te
important sources 6 aata. 1ne aata contained in tne hanagement lntorumatiuvz
Systel 1s provided Uy Lbe collabordting GUN iostitutious oI the adLG with toc
5tudles anus evaluations units ot tne riak, mAxh and hF specitically responsible
IOr Lue uelas COLleCliun 4nd analySls. wvald IOT evdluating USalu's Lalliegezent
role willi be proviued by tne prograz tiles.

ln accurdance witu Lue maren Lu, Lyo/, bxeculive worsittee ror Froject neviem
recoziencatioss, toe rinal externdl ASLL Evaluation will cover (ne results or
10LlLuwTupy aClioLs Lu Lihe wli~term evalusllon luoCiucliy the status of non-sced
activities. bkiacept for tne cnanges notes nere and above, the descriptioa of
toe eVeilalion plan presentea 1b section V. 0L the origlnal rAau renzins the

Sawe.

buuteg:

lie tiue itews ror lecnnical Assistance; bolicy Stuaies, Seminars and
horksuops; ana kvaluatlon ot tne rinaucial Plan (Section 1V.r.) depicts the
necessdry ruudlng lor the loglewentatlou or tue Intormation Plan tor tue ASoU,

lotormation Flan ror the treait Lnion wevelopment Activity

lne pilot crealt union activity wlll include 1its own monitoring ana evatiuation
pléds Lala derdlved Lrow toe blger eapericeuace SnNoul be USeiul tor other
Sanelian countries. Lt shoulu be noted, however, tnat tnis is a relativel,
LOdest proyeCl in terws of sSize (Lo credit unlous) ane duration (turee YEdLs,
d4nd data wllil DOt be coOwpreneusive as a result.
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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, lcans 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 union 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 repayment rates)
provicss a means of judging the viability of the credit union during and after
the pilot program's impleamentation period.

The aim of the pilot credit union activity is to provide for a system of
financial intemnediation to rural Niger that will meet the savings-safekeeping
ard credit of the target population ard ~ in due ocourse - contribute towards a
mor2 carplete national financial cycle,

A statistical base as well as methodologies and procedures to measure the
impact of cradit unions on the econamic and social lives of the target
peculations already exists thanks to the vork accomplished by the Chio State
stdy., Whet must be established from the beginning of the project are the
means to gather and synthesize credit union financial and statistical
informetion 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
menbership growth, credit granting ans repaywment rates, incane/exyense ratios
ancd overall profitability, etc, It will be possible to feed this financial
and statistical information into a larger data pool and begin to draw same
conclusions about the effect of credit unions on individual and family savirgs
and credit practices and to impact on their lives,

Formal statistical gathering systems can easily be set up in each 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 ko
facilitate this, The following should be included as a matter of routine:

Nane

Age (Date of Birth)

Gender

Marital - Legal status

Number of dependents and thir ages
Occupation.

[oa NN 62 % <0 PO I N Jy Y
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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 earnmers 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 male
Mincr femzle

Total credit union assets/iiabilities

Total credit union loaans/outstanding

Total nunber of loans/outstanding

Total number of loans granted in the period

Total value of loauns granted in the period

. Breakdown of purpose of loans granted by number and amount in each period
. Breakdown. of purpose of loaus outstanding by number and aamount at a
particular point in tim:.

OO P

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

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

- Nuzber of people using what services and how often

- Percentage of target group affected

- What loans being extended and purpose and to what type of borrower
- Rate of repzyzeat by type of loans and/or type of borrower

- Average loan per borrower and rate of change over times

- Average savings held by tvp: 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 | 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 unica
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
speclalists.

The information resulting from this monitoring system will be used in policy
discussions between USAID and the GON. It will also provide information to

WCCCU throughout the period of project implementation which will assist WOCCU
in identifying problems and possible modifications needed in the model credit



union approacu. lne rinmal results ot the project will ve disseminatea tou
otuel mlsSlous, and turough the WUlll systew ror usce ln aesign ol credlt uolen

activities elsewncere.

V1. wcunaitiuns Prececent, covenents and hegotiating dtatus

A. wonadltions Frecegeal to dubseyueut bisuursenent

all conaitions precedent to tue disbursewent ol tne rirst, second, third, anc
rourta trancties ot L.5. vollars uncer the grant remain unchanged except for
tne coaGitivu precedeut no. b of the Ii1rst rAnu Awenulent whica is deletea
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& & & r
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pialCe Lo ludler Credltl unlou devVelopueat,
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law, incluzin, tue rlght OI entorcewment oI comtracts anc legal redress.
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afler Liv Sigllng Ul Lhe Urant Agreeical Amenclient.
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prO€Cl Irud Currett laws O statules gO0vVernlLg banns, Iinincial
lgstitutlons &ud Covperdatives. Ihis exewmption will be providec by the
issuanre 0l aa scZlnistrative vecree or miuisterier artceé no later tiasn
Dlnety Giys &ilel the 5ixhllhg Ol the Lrant agreecent amenquwent.

4., lue GUL pregares a plan IOr Llhplewehtatiovn ol taoe pLOpOneu puticy changs:s
tnat wili be executea prior to tne completion of the ASDG. ‘lais wil.
incluge:

(a) heducing the average rate ot subsiay oo agriculture inputs to wot
core than 15> percent ot the aeliverea cost of tune inputs;

(oy naving 1n operation a tender ang bila systew for reconstituting Orbva
Stocks ror all purchases and sales, :

(c) maintainiug a minimum levelr or v,Uul lons of village ievel grain
SLOCKS turough drrangements wlth cooperatives and groupenents
wutualistes;
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LOGICAL FRAMEWORK



LOGTCAT, FRAMEWORY

Life of Project:
Project Title and Number: Apriculture Sector Development Grant From FY 1984 to FY 1989 .
683-2046/0247 Total U.S. Funding: $22,631,000 Spp
$16,278,000-FSF
$7,000,000 DFA

NARRATIVE SUMMAKY OBIECTIVFLY VIREITARLE, INDICGATORS MEANS OF VIRIFICATION IMPORTANT ASSUMFPTIONS

Progrnm or Serctor Goal:

1. 1o ausist the GON
achieve [ts economic
and financial stabi-
I{zatlon program
currently In place
under the IMF asusplces

1. No further deterforation in the
country's balance af payments
and budpet deficits and debt
situation.

GON mtatistics and IMF
rcanomic reports and ag-
segsment.

1. IMF program implemented
and additlonal external
donor assistance
available.

2. To contribute to the
goal of Increasing
food production and
farmera inconme.

2. Increased crop production and
farmer {ncomes.

GON reports, surveys, and
fndependent evaluations
and asseaaments.

2. GON commitment to
increasing food produc-
tion remains hipgh priorit

r0ll, and other natural
env!ronmental factors d
not change drastically.

4. Higher yield seed vari-
cties will be developed
under cuorrent GON and
donor-financed projects

5. Agpricultural technieanl
packages are effective
In Increasing produc-
tion and are accepted

1]

{ 3. Climate, rainfall,
1]

: by farmers.
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NARRATIVE SUMMARY

OBJECTIVELY VERTFTABLE INDICATORS

MEANS OF VIRIUICATION

IMPORTANT ASSUMPTIONS

Propram Turpose:

Promote Agriculturnl
production by diminlsting
the pollicy conatraints

to development in the
agricultural sector

To malntaln existing
fnvestment activities and
rafase the level of the
sector’'s absorptive
capaclty; and

Contributes towacds
structural ad justment
objectives through
minimiziny the adverse
impacts of austerity and
structural adjustnent
measures on agriculture/

rural development programs.

Conditionr Indleating purpone
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More npricultural Inputs are
made avallable to farmers at
prices which reflect benefits
to the econonmy,

The role of the Official
Apricultural Input Supply
Apency 18 reduced and
transformed townrd a cooperati-
vely owned agency In compe~
tition with other cooperatives
and private traders.

Operating losaes of the Grain
Marketing Apency are reduced
by 30 to 50 percent of the
averape 1981-1983 lossesa.

Cromrs-horder trade in 1live-
stock, cowpeas, and other apri-
cultural products Increases.
Development activities
suprorted by the recurrent

coat funding from the propram
continue to propress toward
their objectives.

Framework established for
restructuring and diversifying
the seed and plant materlal
production and distribution
system. National certification
and quality control repulatory
system operating

Lepgal framework established for
Credit Union Development.

Mirlatry of Agpriculture
snd Animnal Resources
aurveys

Ministry of Plan
evaluatlon reports

Grain Marketing Agency
reports

Ministry of Animal
Resources' Report nn
Export Policy

Counterpart Fund
records and project
evaluations

Seed Action Plan,
National
Seed Service records

WOCCU Reports
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1. The increased use of
market incentives and
more competition improves
resource allocation

2. Dollar Disbursements Program
is functlional and
generateg the local
currency as planned.

3. Local currency pgenerated
from the program is used
to flnance activities which
contribute directly to agri-
cultural productivity and the
gector's absgorptive capacity.



NARRATIVE SUMMARY

COBJRCTIVELY VERIFIABLE INDICATORS

MFEANGS OF VERIFICATION

IMPORTANT ASSUMPTIONS

OutEuts:
1. Heorlentation of the agri-

cultural input subslidy
pollcy and restructuring of
the Official Input Supply
Apency achleved.

2. Promntion of competition
in graln marketing throupgh
the liberalization of
official marketinp and
pricirg policies achieved.
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Cond{tlann Ipd!rnt{ng outputs have

hren achleved:

1.

2.

Level of aubafdy on any input
reduced to no more than 50 percent
of {ta full dellvered cost.

Rate of subsldy declines to a

maximum averapge of no more than
15 percent

Sipnificant progress mnde in the
restructuring of the official
Input Supply Apency toward a
cooperatively owned {nput

supply —ntity.

Removal of all restrictions and
ftscal impedimenta, except re-
quirements for professional

icensing, on the movement of
grain within the country.
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:Government decrees, reports
.and surveys from Ministries
:of Apriculture and Animal

'

-Flnance, Planninpg, Official
!Gratn Marketing and Input

1
-
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:Joint Trogram Evaluations

.Sector Assistance Program

Praources, Commorce,

Supply Apencies

records, evaluation

reports, and special
studies,.

Grain Marketing Agency
records
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1. Farmers are responsiv
to economic incentlives
both fn the use of
apricultural inputs ane
In thelir deciston to
produce and market the
outputs

2. The response from
cooperatives and
private gector is
adequate in ensuring
competition in both th:
marketing of agri-
cultural outputs and
supplying agricultural
inputs.

3. The GON :ontinues its
commitmenz to develop
sclf-manazed coopera-
tives and encourage
private scctor develop-
ment.

4. Conoperat:ves and
prlvate gcctor are
responsive to the open-
inp up of marketing
opportunities in bath
the agricultural
outputs and inputs.
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NARKATIVE SUMMARY

JOBJECTIVELY VERIFLIABLE INDICATOKS

MEANS OF VERIFICATION

IMPORTANT ASSUMPTI1ONS
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5. The role of Offtcial Graln
Marketing Apency in urban markets is
reduced toward that of manaping food
reserve atock at the whalesale Ievel,
food ald handler, and supplier of
cereals to collective consumersa.,

6. A system of tenders and bids ig
established by the Offictal Graln
Marketinpg Apency in order to cncourage
competition In the purchases and sales
of praln from the Apency; the tarpet
level {3 40 percent of the Apency's
total transactions during the 1ife of
this rector asslstance program.

7. Villapge level grain storagpe through
arrangements with cooperatives
established and functional; the target
level 15 6,000 tons during the 1ife of
this sector assiatance program.

.

8. Radio broadcasting of grain marketing

sftuation at the "arrondissement” level
established and functional; the tarpget

level s 75 percent of all the "arrondis-

sement” markets.

9. Uniform natinnal pri~ing abandoned.
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Graln Marketing Apency
statutes developed by
GON-Donor Committee

Grain Marketing Agency
records

Ministry of Agriculture,

Cereals Bank Study

Price and Marketing
surveys
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5. Cooperatives have
adequate storape capa-
city and are able to
manape the grain
reserve owned by the
O0fficlal Grain Market-
inp Apency at the
villape level.

6. The GON provides
staff who are adequa-
tely tralned in policy
analysin and capable
of implementing the
policy reforms in
appropriate offices.



NARRATLVL. SUMMARY

OBJECTIVELY VIRIFIABLE TNDICATORS

MEANG OF VERIFLCATION
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IMPORTANT ASSUMPTION

J. Appratsal of the
country's agricultural
credit saltuation, par-
ticularly In the informal
credit market, achieved.
Implementation of study's
recommendation for experi-
mental program.

4. Policy to promote bor—
der trade of livestock,
cowpear, and other apri-
cultural products adopted.

5. Promote more cooperative
and private trader
participation in the supply

of apricultural inputs; border
trade of 1llvestock, cowpeas,

and other agricultural pro-
ducts; and internal grain
marketing and storage.

10. In-depth atudy of apgricultural
credit in the country done and
appropriate polley recommendationn

and experimental proprams adopted,

11. Reduction of administratlve and
fiscal requirements for obtaining
trading permits and export licenses
for all apricultural products.

12. Syvstem of high minimum 1lcenae

fees for llvestock and ather apri-

cuitural producta {s replaced hy a

fre evstem which {s praportional to
actual volumes.

13. Administrative decrees 1ssued to
alldw cooperatives and private
traders to supply apricultural inputs
in competition with the Official
Input Supply Agency.

14. Administrative decrees issued to
allow cooperatives and private
tradera to engage In primary marke-
ting of prain freely including
during the officinl buying campalgns.

{Credit unlons exempted [rom
lcurrent laws or statues
‘roverninpg banks, financlal
Ilnstitutions and cooperative;

Credit unions transacting
business with all reghts of law;

:Schedule for the development
:of natfonal credit union
tlepislation.

-Joint GON-AID Program Fvaluation;

Mini!stry of Commerce decrees

Cooperative statutes developed
and approved.
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Village Interest in
credit unions
malntained

GON does not create
competing credit
institution that har
unfalr advantage
vig—a—vis subsidizec
Interest rates.

Terms of trade for
Niper products
remaln favorable
with Nigperia



NARRATIVE SUMMARY

OBJECTIVELY VERITFIABLE INDICATORS

MEANS OF VERLFICATION

{IMPORTANT ASSUMPTION

6. Establish the framework
and prepare action plans for

restructuring and diver—

81fying the seed and plant

material production and
distribution systems,

Including establishment of

a national certification
and quality contrel
regulatory system.

15. The relative share of apricultural
inputs marketed by cooperatives and
private traders increnses at an annual
averape rate of 2 to 5 percent during
the propram period.

16. The relatlve share of agricultural
outputs marketed by cooperatives

and private traders increases at an
annual averape rate of 2 to 5 percent
durlng the propram periad.

17. Increased avallability and use
of improved seed.

18. Decentralized and autonomous
decision making in price and output
levels for the multipifcation and
distribution of seced and plant
materials.

19. Reduced per unit production,
distribution and recurrent coste of
seed supply system.

Cooperative records.

Marketing surveys.

National Sced Service
Seed use and demand survey;

Rcpional Seed Committee records

Seed Multiplication Center
records and accounting data

Promising new vari-
eties generated by
research program;

lnnuts:

Dollar Disbursements

Technical Assistance

Policy Studies, seminars
and Workshops

In-gervice Training and
Support

Fvaluation
Audit

Credit Unfon proleat

At DT

t
-
+
-
)
.
L]
-
*
.
A
-
]
A
-
L]
-
.
-
)
-
1’
.
A
-
A
-
A
-
A
.
t
-
A
-
A
-
L
.
.
-
v
-
.
.
A
.
1
-
.
-
.
-
.
-
L
-
t
-
.
-
t
-
A
-
.
.
A
-
A
-
A
-
A
-
1’
-
.
.
A
-
t
-
A
-
L}
-
L]
-
Al

Type and Quantity (3000)
$19,412 (SDP funded)
16,278 (ESF funded)
4,900 (DFA funded)

3,207

722

38

Sector Asgistance Program
records.
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Funding Available
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Glﬂb&?ﬁ:ﬂo IZU PLAR R UR(,LNT

Ne SV S&  IMP /CEPP/SPDRY
Le cHinistre du Plan
Référence :
Objet : Caisse Mutuelles d'épargne et
de Crédit,

Monsieur le Directeur,

Suite X des contacts informels entre vos Services et les miens concer-
rant les conditicns prdalables relatives l'objet ci-dessus, j'ai 1'honneur

de vcus faire part des points d'acccrds convenus entre les deux parties :

1= L'arpelation délfinitive retenue est celle de Caisse Mutuelle &' Epar:

gne et de Crd-dit au licu de Coopérative d'Epargne et de Crédit afin d'éviter

toute arkizuitéd ou confusion avec nes Coopératives existantes,

&- Cercernant la ligislaticn, des négociations seront poursuivies
entre les deux parties en vue de l'avénerent du sous-projet USAID conformé-
rent au decurant relatif a "la Stratégie de Développement de 1'USAID A 1'en-
droit du ligar".

3- Les Caissos Mutuelles d'FEpar rgre et de Crédit seront soumises au
régire de 1'Ordcpnanco régissant les asscciations au Niger,

4- Elles ne seront pas concernées par l'Ordonnance relative aux éta-

blissements financiers et bancaires.

Je vous saurais gré des ccrmentaires et observations que ces points
d'accord susciterontde votre Fart, en vue de la poursuite des négociations

par ncs deux Services,

EF«'.”“”Y OF Ti'e | A
UNITED S]ﬂ[u(n HHJJ“CA
BRI i
RS
ALMOUSTAPHA

A0
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R 1422112 JUL €8 DIST: AID

T¥ SECSTATE WASHDC
TO BULENM/AMIMEASST NIAMEY €372

Ao
INFO £UE3AB/AMEMBASSY REITJAN €2¢5 d
H\/ gao’

UNOLLS STATE 22514€— " -~
aITAC AEIDJAN FOR RELSO/W(A

F.C. 12356: N/%

SJEJECT: NIGER AGRICULTURE STCTOR "DEVELOPMENT GRANT
(EEZ-P246/47) PAAD AMINLMENT

PEF: A) NIAMEY 2152; E) NIAMEY 2€20

1. MISSIQN TIRECTOR, USAID/NIGER, IS EEREDY LDFLEGATED

AD BCC AUTHORITY BY AA/AFR TO AFPROVE AND AUTAORIZE THE
FAAT AMENIHENT FOR TEE NIGER AGEICULTUKE SECTCR
TEVELOPMINT GRANT (6£3~8246/47) TO INCREASE TEE LIFFE OF
FRCSEAM FUNTING TO LOLS 45,672,22¢. TBHIS IKCREASE FHEOM
TEE DEVELCPMENT FUND FCR AFRICA 15 TO ADD DOLS 7,2¢¢,22¢
AS WETLL AS PROVIDIXG DCLS 775,222 TO REFLACE FUNDS KOT
CELIGATED IN FY 15€7. IN FINALIZING TIIS AMENDMEINT THE
USAIC IS REIQUESTEID TO ADDKESS TEE FOLLOWING CONCERNS AND
CCNSITERATICAS WEICH WERE RAISED AT THE AID/¥ FROJECT
CCHMHMITTEE PEVIEW MAY 3, 1GSE€. TRHIS REVIEW WAS ATTENDED
FY REFREISINTATIVIS FRCM A¥R/ED, AFR/SWA, AFR/DP, AFR/TR,
CC/AFR AND REFRESINTATIVES FRCM THE USAID, DIRECTOR
"GEORGE EATON AND FROGRAM ECCNOMIST FRANK MARTIN.

ACEQUACT OF EACECECUND INYORMATICON: TEF DELATS

2
ASSCCIATED WITH TRE AILD/¥ REVIEY CCULD HAVE BEEN AVOIDED
ZAD TED mISSICN TRaNoMITTID 1N ONE DOCUMEMT, TEF

iSSFNTIAL BACKEGROUND AND ANALYTICAL INFORMATION
ASSOCTATED WITH THE PRCPOSED AMENDMENT. THE COMMITTEE

APPRECIATES THAT CONSIDERABLE aNALYSIS OF RURAL

FINANCIAL MARKETS EAS BEEN CONDUCTED BY OHIO STATE
UNIVERSITY AND THAT THE WORLD COUNCIL OF CREDIT UNIONS

(¥OCCU) EAS DEVELOPED TEE BASIC FRAMEWORK FOR THE CREDIT
UNION PROGRAM.

X. CRELATIONSEIP OF CREDIT COMFONENT TO BROADEIR SECTORAL

CEJECTIVES: THE CAUSE AND EFFECT RELATIONSHIP BETWEEN
TEE PROPCSLEL POLICY CHANGE AND INCREASES IN AGRICULTURE

FRODUCTION SHCULD BE EXPLAINED IN THE PAAD AMENDMENT.
TEE DISCUSSION OF TEE FROPOSED POLICY REFORM SEOULD
CLEARLY IDENTIFY TEEZ CCNSTRAINTS AND PROBLEMS BEING
ADDRESSED AND THE PROPOSED STRATEGY FOR CORRFCTING TEESE
FROPLEMS., AN IMPLEMENTATICN PLAN LISTING SPECIFIC

UNCLASSIFIED - -~ STATE 225146/81-22
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ACCCVMPLISZMENTS TC FE ACEIEVED AT STICIFIC TIMES SEGULD
PiSO EY SYT FCETE IN TEE AMEINDMEST. TFINALLY, TSE PAAD
SECTID LISCUSS ¥WEAT FOLICWS WEEN TEE CEFDIT CKION
LECISLATICN IS IN FLACE. IT SEOULD IE CLEAE EO¥ TEF
FICPCSED ZEFCxMS FIT ¥ITE CTERR FOLICY EY¥FCEMS AS YELL
2S5 OTEY¥R ¥FFORTS TO INCREASY AGRICULTUFAL PRODGCTION.

4. ATTAINIKG FCLICY REFORMS:

L. KATIOKAL CREDIT UNION LEGISLATION. WE DD KOT
TILIEVE TBAT IT WCULD FE AFFROFRIATE TO RELEASE TEE
INTIRE CASE GRANT FRIOR TO AZTAINING TEE LESIEED FCLICY
(FJECTIVE. TFAR SECTICN 611(A)(2) FROVILES, IN FERTIKENT
FAET, TEAT QUOTE NO AGREEMENT OR GRANT WHICH CONSTITUTES
AN CELIGATION OF TEE UNITED STATES IN EXCESS OF DCLsS
SC2,222 4 . . SBALL BE MADE FOR ANY ASSISTANCE
AUTECRIZED ULKDYR CEAPTER I OF PART I . . . IF SUCH
LMSREEMENT OR GRANT REQUIRES LEGISLATIVE ACTION WITHRIK
TEY EYCIFIENT CCUNTRY, UNLESS SUCH LYGISLATIVE ACTION
MAT FEEASONKAELY BE ANTICIFATED TO BE COMPLETED IN TIME TO
FEEMIT TEE OEDERLY ACCOMPLISEMFNT OF TET FURPOSES OF
SUCE AGEITMENT OR GRANT. END CUOTE. IK VIEW OF TBE
FIQUIRIMYENTS OF ¥22 SECTION €11(2)(2), TEF PAAD
A»TKDMERT SHEQULD EXFLAIN TPE MISSICN’S EATICKAL® FOR
FECPOSING TO FIECUTE TEE GRANT AGREEMENT PRIOR TO
FASSAGE CF TEE CKELIT UNION LFGISLATION. SFECIFICALLY,
i5F PAAD SEOQULD INCLUDE A DISCUSSION OF TEOSE FACTS UPOR
¥ZICE MISSICN EXILIES AS THE FASIS FOE ITS EXFECTATIOR
TEAT TEY RFQUIFED 1EGISLATIVE ACTION WILL BE QUOTE
COMFLYTED IN TIME TO FYAMIT THE ORLCYRLY ACCOMFLISEMENT
CF TEE PUEPOSES OF THE AGREEMENT EAND QUOTE.

GIVEN TEEX STATUTORY REQUIREMENTS OF FAA SECTION
€11(2)(2) AND TEE OEJECTIVE OF SECURING NATIONAL CREDIT
UNION LEGISLATICN TO ESTAFLISE A LIGAL FRAMEW ORE FOR
CEEDIT UNION DEVZLOFMENT, TEE FROFOSED CONDITICNALITY
SEOULID B RIVISED 70 REQUIRE A-TEMONSTEATION CF¥ PROGRESS
“CWARDS FASSAGE OF THE REQUIRED LEGISLATION PRIOR TO
TISTURSEMENT OF TEE SECOND TRANCEF AND SHOULD REQUIRE
FASSAGE OF TEE NATIONAL CRELCIT UKION LEGISLATION AS A
CORDITICN FCR DISEURSIMENT CF TEE THMIRPD TRINCEE,

B. INTERIM STATUS FOR CREDIT UNIONS.

¥YE DO NOT BELIEVE THAT IT WOULD BE DFSIRABLE TO RELEASE
TEE CASH GRAFT PRIOR TO ATTAINING TRE LESIRED POLICY
CEJECTIVE. PMOKEOVER, WE DO NOT BELIEVE THAT THE '
FROPOSED INTERIM LEGAL STATUS FOR CREDIT UNIONS SEOULD
EY LIMITED TO ONLY 740SE UNIONS SUPPORTED BY A.1.D., BUT
ATEXR SEOULD APPLY TO ALL CREDIT UNIONS. NWE SBOULD BF
SFELING KATIONWIDE REFORM FOLICY, NOT SIMPLY REFORMS
EEARING'ON A LIMITED SET OF CREDIT UNIONS SUPPORTED BY A

UNCLASSIFIED STATE 225146/¢1-p2
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FLETICULER ICKCR AGENCY SOUCE &S A.1.D.

GIVEX TEE EFCUIEEIMENTS OF TAA SECTION 611 TISCUSSED
AT0VE, WE FILIIVE TEE MISSION SEOULD CONDITION TEE
IISFURSEMENT CF TEL FIKST TRANCHE ON, INTER ALIA TEE
ATTAIKMERT OF INTERIM LEGAL STATUS FOR CREDIT UNIONS.
TEE PLLD SECULL, OF CCUESE, PKOVIDE TBI FASIS FCR TEE
MISSIOKR’S IIPICTATIOL 154T TEE IhTIBIH LIuAL STATUS ¥OR
P‘IDIT UNIONS IS FORTHCOMIKG.

A TIXAI COKCIRN RELATES TO GON FLANS ¥OR ESTAELISEING A
KATICKALLY EASED INSTITUTION TO REFLACE SOME OR ALL OF
TEY AG CREIDIT FUNCTIONS CARPIED QUT BY THE DEFUNCT
CAISSE NATIONAL DE CREDIT AGhRICCLE (CNCA). IT COULD RBE
INJURICUS TO TEE CREDIT UNION MOVEMENT IF A REVISED
CNCA-TYPE STRUCTURE WERE TO BE ESTABLISBED AND ENTICE
FOTENTIAL CREDIT UNION CLIENTS WITH BELOW-MAREET
INTEREST RATES, INADEQUATE ENFORCEIMENT OF REPATMENT
CPLYGATIONS AND OTEEE AIMINISTRATIVE WEAENESSES WEICH
TAVE TXTIEMIKED TEE INSTITUTICNALIZATION OF SOUAND AG
CREDIT FEOGEAMS 1IN NIGEE. TEE MISSIOK MAY WANKT TO
CCRSIDEIR A COVINAKT WEICHB COULD EFLP SAFEGUAED AGAIKST
SUCE AN EVENTOALITY FY SECURING GCN AGEEEMENT TC COKSULT
WITHE #.1.D. REGARDING TEE FSTAELISEMINT OR
EYCEGANIZATION OF AGRICULTURAL CRELIT INSTITUTICNS
ITARING ON TEE DEVELOPMENT OF CEEDIT UNIONS.

S. FAAD AMENDMENT ANALYSES

SCCIA SOUNINESS IT YS IMFCETANT THAT THE SOCIAL
SCUNDNESS ANALYSIS CLEARLY IDFNTIFY TEE TARGET
TENEFICIAEIES IN FCTE QUALITATIVE AND QUANTITATIVE
TERMS." SUCH ANALYSIS SHOULD ALSO ASSESS THE LIEELIEQOOD
CF CREDIT UNION CONCEPT ACCIPTANCE RY RURAL COMMUNITIES
GIYIN TRADITIONAL EAVINGS AND LENDING PRACTICES, SUCB AS

EF TCNTINE. ONE CONCEEN VOICED AT TEE COMMITTEE REVIEW
IKVOIYES TEX FIASIEILITY CF MOVING FUNIS FBOM AN ARFEL OF
CREDRIT SURPLNS TO AN ARFA OF CEFDIT NEFD, PARTICUIARLY
YEERE TEL LFFICTED GROUFS AKRE UNRELATED BY EINSHIP,
CCHMMUNITY, PROYESSION AND OTEXR TRADITIONAL LINEKAGES.
JEIS CONCERN SHOULD BE ADDRESSED IN THE SOCIAL SOUNDNESS
ANALYSIS.

P. ECONOMIC IMPACT: WHILE RECOGNIZING TEAT THE DESIRED
TMFACT OY TEIS PROGRAM ON RURAL FINANCIAL MAREKETS WILL
OCCUR OVER A PROTRACTED PERIOD OF TIME, THE WOCCU
FECJECTIONS INDICATE THAT BY THE END OT THL PROGRAM’S
TEREE-YFAR IMPLEMENTATION PERIOD TEERE WILL ONLY BE
TCIS. 29,8202 — DOLS 55,248 IN LOAN ACTIVITY. COULD A
FCRTION CF THE LOCAL CURRENCY BE USED TO ACCELERATE
CRFDIT UNION DEVELOPMENT AND THERFRY ACHIEVE A GREATER
IMPACT ON CREDIT AVAILABILITY FOR AGRICULTURAL
FTRODUCTION IN TEE SHORT TO MEDIUM TERNM?

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

UNCLASSIFIED STATE 225146/p2-£2
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TP & DCli. 2 MIILION BUDGET FOR FIKANCIKG TECENICAL
VITYS, LEZE DIVELCFMINT CF CFITEEIA FOR SFLECTING
CT FzCMOTICNAL AZEAS, FASTIINE LATA STEVEYS AKD
TRICEMANCE MOKITCZEIKG., TET MISSICK ESTIMATES DOLS.
TeC,Fc@ IN TECENICAL ASSISTANCE, TLOLS. 6.3 MILLION 1IN
CCRTITIONAL DOLLAK DISECRSEMENTS, WITE AN UNSFECIFITD
AYJUKT CF LGCAL CURRENCY USED FOR POLICY STUDIES, LOCAL
CUERFACY MANAGEMENT AND AN AULIT. THE FAAD AMEKIMENT
SHCUID INCLUDET A DETAILED EUDGET AKD FUNDING SOURCE FOR
A1L ACTIVIYIES ASSCCIATED WITE TEE CRELIT PROGPAM CUNIER
$S26 I+ MORLCVER, TEE BUDGET ANALYSIS SEQULD INTDICATE
TET ZATIONALE FOR TEE LEVELS OF TECENICAL LESISTANCE,
CCSDITICNAL ICLLAE TISEURSEMENTS AND LCCAL CUERINCY
CSES.

13

418 s

~

7]
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MCNITOZING AND EVALUATION FLAN: AS TEIS IS ONE OF
T FIEST CEEDIT CNION ACTIVITIES IN TEE SASEL, IT 1S
ECIALLY IMFCRTANT TC ASSURE TEAT TEF MCNITORING AND
LLUATION FLAN 1S WELL TEVELCFED. 1T SECULD FROVIDF
ENTIAL TAEGETS AND }YENCHMAKES TO CEJECTIVFLY MEASURE
‘GEISS DURING AND FOLLOWING TEE FROZERAMCS
LIMENTATION PERIOD. TEF PLAN SEOULD ILFNTIFY TEF
EXTIAL TNFCEMATICN NZIEIDEID ¥OR FIRFORMANCE INLCICATORS

(b, )
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AND CTEXE PURFOSES, THE SCURCLS OF INFCEMATICN AKD EOW

IT ¥ILL EE CCLLECTED, ANALYZED, DISSEMINATED AND USED.

IT IS IMPORTANT TEAT TEE FLAN INCLUDE A CA:TFUL

ASSESSMENT OF CHANGES IN FAEMER AKD OTHER FARTICIFANT
FTEAVIOR AS A RESCLT OF PEOJECT INTERVENTINS. 1IT IS
ZIQUESTED TEAT DATA CCLLECTION EFE SEGRIGATED EY GENTER

10 FYACTILITATE ANALYSIS OF IMPACT ON EURAL WOMER WHEITEEEAD
T
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ACTICN: AID INFO: AMB DCM /3

VICZCNMOL173 L0C: 239 475
CC RUEINM @6 AUC 88. ¢@57
[E RUZEC #472E 2162255 - CN: 12823
ZKR UDUUO 22H , CERG: AID
0 26¢3537 AUS €8 DIST: AID
TM SFCSTATE WASEDC
TO AMEMEASST NIAMEY IMMIDIATE 6678 : Cjeﬁé%r
UNOTAS STATE 2547¢8 . (CFo
AIDAC

' . : ACTION: ADO
£.0. 12256: N/A I¥FO: DIR: DL

' , PROG

SO02J3CT: NIGIR AGITCOLTIRR STATOR NEVEIADMINT 2BANT - "'PD__,G_,Z

D4
(E823-QZ4€/47) PAAD ANENIMENT . ON

R DTS DaTE:8-15-58
1. TSY FRCJZCT CCM“ITTEIZ MET MCNDAY, AUGOST ‘1, TO
TISCUSS REF (A) REQUYST. THE FRCJECT COMMITTEIR AG3TES
TSAT IT IS CNREIALISTIC 7O ZXPEICT TEY GOY TO DEVELO? AND .
INACT CREDIT UNION-SPECIFIC IP3ISIATICN *EFORE TEE FACD —
CF SIFTI¥ZIR 33, 1923. EOWTViR, SHOULD T3E GRANT

AGHEIMENT BEQUIRR LISISLATIVE ACIION, THE REQUIREMENTS

CP ¥AA SICTION 611(2)(2) WQULD 9AVE TO RE TALIN INTO
ACCCUNT. OCN T3E OTdIR HAND, CCNSIDFRATION OF THE
BYQUIREMEINTS OF+FAA SECIION 611(A)(2) ¥HULD NOT 3K
NECESSARY IF TE® MISSICN WERZ TO DLTERMINT TEAT

LISTSLIATIVE ACTICN IS NCT 3EQUIRED IN ORDER TO ACEIIVE

T3% CEJICTIVES OF ASI3I.

EIF:  A) NIAMEIT 522%; B) STATZ 225146

2. STMIEL TEE INTINT OF T3E MISSION IS TO INSURE TIAT
TE® AFFRCPATATE I¥34L F2AMIVORY IXISTS SO TEAT CREDIT
UNIOY DZVELOFYENT CAY OCCUR AND NOT NZCESSARILY TO
EXQUIRE TEXT GCN TO DIVFILCP AND ENACT CREDIT
UNICN-SFECIFIC IEGISIATION DURING THE LIFE OF T2E

UNCLASSIFIED 2

PEQOJECT (I.E., BY SEFTPMBER 1933) AND SINCE T9° ANALYSIS
LCF TE® LIGISIATIVE SITUATICN IS NOI YET CCMPLITED, TE®T
rC BECCMMINDS CEBANZING THE CONDITION PRECEDITNT TO QUuOTE
CCMPLETY A REVITW CF RXISTING STATUTPS AND LPGISTATION
AND TEVELOP A PLAN'CF ACTICY TO ASSURE THYAT T3E
12Pz0F3IATE LZ5AL FRAMIWCIC IS SST IN PLACE TO FOST:ER
CREDIT UNICN CEVELOPMENT UNQUOTE. THE IMPLTMINTATICY OF
TEIS FLAN OF ACTION SJ0ULD PZ A CCNDITION PRECED®NT TOR
CNE OF THE EAILY TXANCETS CF I9E ASDG II, PRESOMAELY TdE
II13ST. .

2. . FECADSY QOF T3IY CLAIIFICATICN PROVIDZID IN 3EY (1),
TEE PC 153YES TZATY, wITH THE FCDIPICATICN NOTED AZ0YVR,
RILYASE C? T3Z FULL 3PSOORCE TIANSFTR IN ONE TIANC3IT
A¥YTIR SATISFACTICN OF ALL CFS BY TBT® GON IS APPROPRIATE.

UNCLASSIFIST STATE 254728
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PLEASE R!SUﬁHIT REF (A) FOR THE RECOBD AS PARTS WERE

J.
GARELED IN TRANSMISSION.

4. FLEASE MAKE REVERY LFPFORT TO OBLIGATE THESR FONDS
BEYCRE THE END OF THIS MCNTH. ARMACOST . .

ET ’ . '

74728
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ANNEX D

A Credit Union System for Miger:

Rec-~wendatiordand a Plan
for
Implementation

The World Council of
Credit Unions
P.0O. Box 2982

Madison, Wisconsin 33701-2982
(603) 221-7130
Staff Gontact: Tony Schunacharn

Executiva Director

= through -

The Credit Union National
fAissociation

P.0. Box 431

Madison, Wisconsin %4701

U.S.A.

Africa Confedaratiocn of
Conprrativa Saviras &
Credit Assucialinns

P.0O, Box 431273

Nairobi, Kenya
2-721-274

c/o Mr, Vincent Lubasi,

Exacutive Secernelary
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This documznt integrates the report and recommendations of Warld

Council of Credit Union's consultant Norbert LePage, who conductnd a
study in Niger from Movember 1987 to January 1988, with tha input and
racomnercdations of Lhe WOCCU hone office staff through Kelly J. Morris,

WOCCU Projact Munager,







a. — A high rate of illiteracy requires:
Streny support of literacy training;

— Development of strong vral training tools and visual

aids,
b.— N low rate of understanding of French requires:
- Dovelopment of local language training, financial and -

administrative documents, and promotion materials;

— Top priority to the development of Nigerien fiold
agents who will be responsible for promotion, training,
and conltrol;

= N concarted attempt Lo find technicians who speak or
can learn Nigerian languages.

E. Selection of initial si*ns should be governed by the necessity of
provid®ing highast possible chance of success, The criteria to be

eaployad are set out in Appendix B to this renort.
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