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kxecutive Summary - Annual Evaluation
Mali Cereals Marketing Restructuring Program

Over the past 18 months, considerable progress has been made in
liberalizing cereals marketing in Mali. Official prices for coarse
grains were abolished in November, 1987. OPAM’s role in price sup-
port and stabilization via a regulatory stock was also abolished in
December,1987. OPAM was given a new mandate restricted to the
following: 1)Management and distribution of food aid; 2) Supply of
deficit areas; and 3) Maintenance of national security stocks.

These new GRM policy directions allow the PRMC donors to concen-
trate more on improving the operation of the private market. A num-
ber of programs have been instituted by PRMC including: 1) Credit
to village associations; 2) Credit to private merchants through the
Chamber of Commerce and two banks; 3) Commencement of a market
information collection and dissemination system, which will
broadcast prices on a weekly radio program and publish prices in a
monthly bulletin; 4) Several other credit guarantee programs to
increase the flow of credit to the private sector. PRMC is no
longer obliged to fund the deficits of OPAM, but will probably
continue to supply a certain amount. of funding given the fiscal
crisis of the GRM.

Background- Variability in rainfall in the Sahel leads to
unstable production and considerable var..: ons in price movement.
Attempts to control prices through price support on grounds of
increasing production incentives to farmers can be very expensive.
PRMC donors and the GRM discovered this the hard way in 1985/86, a
year with an excellent harvest. Efforts to support prices buying
grain at official prices above the market price caused a serious
liquidity crisis at OPAM, and then the Office du Niger. When OPAM
ran out of money to purchase cereals, the market price collapsed.
A good harvest in 1986/87 kept prices low, and OPAM could not sell
the grain it had purchased at official prices, since market pPrices
were so much lower.

This experience was one of the reasons that PRMC II adopted a
new objective calling calling for more flexible policies in reor-
ganizing cereals markets. This objective, part of the donors’ 1987
Common Plalrorm, set the stage for the abolition of official prices
for coarse grains and the reorganization of OPAM in late 1987.

Counterpart funds generated from the sales of food aid and used
for various programs from 1981-1987 amounted to some $56.3 million.
Funds spent under PRMC I were used in large measure to support OPAM
or pay for subsidies under the baréme system. Money under spent
under PRMC 17 has been becen spent more on suppourt to the private
sector, and less for support to OPAM and the public sector.

Rice Policy~ The ban on the import of rice begun in March,
1987, was supposed last for a period of six months, has still not
been officially lifted asg of June, 1988. However, there has been a
decision to nllow some imported rice (26,000-30,000 MT) come into
the country. 1In addition, approval of a new system of variable tax-
ation on rice imports isg expected soon. This system, similar to




‘the variable tariff system of the EEC, was developed with the
approval of the PRMC and the World Bank. This explicitly protec-
tionist measure is scheduled to be lifted in three yYears. Thisg
timing is supposed to give the Malian rice sub-sector some time to
become more competitive with the world market. However, it igs far
from certain that the variable tax will be suspended at the end of
three years since producers have little incentive to reduce costs.
At a minimum, the variable tax system should provide a declining
level of protection as a means of providing that incentive.

Merchants are now free to purchase paddy or rice directly from
farmers in the ODRs. Farmers are free to pay their water and ODR
fees in cash or in kind. There are s8till several official prices
in the rice system. As a sort of floor price, the ODRs will pay
farmers 70 FCFA/kg. for paddy. Merchants have been buying paddy
from farmers for between 80 and 90 FCFA/kg. Rice is supposed to be
sold under a system of "homologation souple."” This system allows
merchants to charge a base price plus a fixed margin. The merchant
must be able to document the charges included in the base price.

PRMC Uses of Local Currency. Funds - 1931-1987

Use of Funds Mil.FCFA Mil.US$ %
1. Financing of OPAM deficits & 2,275 7.84 13.9
other assorted subsidies to OPAM
2. Purchase of imported cereals in 3,264 11.26 20.0
years of large food deficits
3. Support for National Security 1,861 6.42 11.4
Stock
4. Subsidy to different ODRs to sup- 3,075 10.60 18.8
port cereal barémes.
5. Advances to OPAM for cereals pur- 1,594 5.50 9.8
chases during the buying campaign.
6. Other advances to OPAM and other 3,250 11.21 19.9
loans for cereals marketing,
7. Credit for Merchants and Village 1,000 3.45 6.1
Associations
8. Marketing Studies 8 .02 .04
TOTAL 16,327 56.30 100.00%

Source: OPAM

These figures show that a large part of PRMC I'sg money was used
to support OPAM or pay for subsidies under the buréme system.

Recommendation- USAID should continue to support the PRMC Dro-
gram through the contribution of food aid when appropriate. Mone-
tary contributions may also be warranted. However, the PP design
team should make efforts to ensure that the counterpart funds are
needed, based on further study of the proposed PRMC progroms, and
that PRMC programs are well-supervised and designed according to
generally accepted USAID standards. If the PP determines that some
or all of the PRMC counterpart funds are not nceded for PRMC pro-
grams, these funds should be made available to other USAID programs
or projects.

’
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Recommendations

Restrict the role of PRMC largely to policy issues, rather than
implementation of programs. The PRMC secretariat does not have
the staff to design and implement programs. The donors, agen-
cies designed to do this, should take responsibility for
gpecifice programs of PRMC.

Credit programs require more supervision than they are pre-
sently getting. These programs should be made the responsi-
bility of a specific donor as suggested above. A greater
design effort is needed to assure thar: the conditions of the
credit programs are both reasonable and workable.

Interest rates for the merchant credit programs should be
increased to cover the cost of risk and administration, and to
discourage misutilization or misallocation of these funds.
Raising interest rates for the village associations may be
difficult politically, but they should probably be raised as
well on the same grounds of risk and covering costs.

Credit should be expanded as each Program proves itself to be
viable without continuous injections of new fundsg. Also,
credit programs should not be a "backdoor"” method of prrice
support.

[fow OPAM treats its role as supplier of deficit areas should be
carefully monitored by PRMC. This role should not be an excuse
to increase the size of OPAM or to serve areas that can be
served by the private sector.

PRMC should consider support of programs that provide the
conditions needed for a more efficient market such as transpor-
tation infrastructure, credit, and storage. It should also
consider programs which improve the stability of production
such as improved technical packages (that do not require an
increase in price for adoption), improved of cereals vari-
eties, better and more affordable water control, and diversi-
fication of crop mix and introduction of high-valued crops.,

The variable tax system should be modified in three years to
provide a declining level of protection in order to encourage a
lowering of production costs with the goal of meeting
competition on international markets,

Intraregional trade among African countries should be encou-~
raged by the PRMC through the study and introduction of the
appropriate policies designed to remove barriers to trade.



Mali Cereals Marketing Restructuring Program Evaluation
II. Overview of Cereals Production and Marketing

During the past six years, the CGovernment of Mali (GRM) and the
donors that make up the Mali Cereals Marketing Restructuring
Program (PRMC) have worked at improving the performance of the
market for millet, sorghum, maize, and rice. While this evaluation
will deal principally with the avents over the past 15 months, it
is useful to add brief historical perspective to better understand
the recent events. The following paragraphs review production,
prices, and the food halance since 1981, as well asg summarize the
situation of the PRMC at the beginning of 1987.

A. Production

It is well known that cereals production in Mali is highly
variable, due primarily to the widely fluctuating rainfall that
waters the vast majority of Mali’s planted acreage (See Table 1).
There are a number of irrigated rice perimeters, but they provide
little stability since only the Office du Niger perimeters have

much control over water. Over a seven-year period, production
Table 1
Annual Cereal Production - Mali
(000 MT)
Annual
Year |Mil/S/F! Maize + Rice !Total !% Chg.!
[} ] [) [) 1 1
------ l—_—-_-—l—_-—_——l_~—__-l——__—-—l-——_—_l
81/82 ! 999 ! 61 | 135 ! 1,195 ! ,
82/83 | 1,080 ! 89 | 153 | 1,322 ! 10.6%!
83/84 | 1,147 ! 144 } 216 | 1,507 i 14.0%!
84/85 ! 901 ! 101 109 ! 1,111 1-26.3%!
85/86 |} 1,245 ' 193 ¢ 232 )} 1,670 ! 50.3%!
86/87 | 1,288 ! 213 ¢ 236 } 1,737 ! 4,0%!
Est. 87/88 ! 1,150 ' 143 1189 ! 1,482 1=14.7%:!
Coefficient! 12 41 : 28 | 16 |} :

of Variation
Source: DNSI

Note: Annual % chg. category refers to the percentage
change in total cereal production from the previous year,

increased by as much as 50.3% in one yecar and declined by as much
as 26.3% in another. The instability of the estimated amount of
domestically—produced cereals sold into the market is even greater,
as shown in Table 2. Thisg quantity increased by as much as 60.7%
in one year and declined by as much as 30.4% in another. One could
argue that these years were unusual, related to a serious year of
drought. Howevaer, historical data suggest that drought is cyclical
in the Sahel and instability in rainfall and hence production isg
the norm. (Hopkins, 1973). For the purposes of this cvaluation, it.
is sufficient to note that the 1984/85 ¢rop was very bad, with a
great deal of emergency food aid brought into the country and
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‘distributed*. The 1985/86 and 1986/87 crops were excellent,
allowing farmers to restock empty on-farm granaries and place
excess amounts on the market, even if prices were low. As we shall

Table 2
Estimated Annual Markatable Surplus - Mali
(000 MT)
%

Year |Mil/S/F| Maize ! Rice !Total : Change !
------ :~—~~~—-:--~-—~-:—----—:—---—~l-———-——:
81/82 | 200 |} 24 | 68 | 292 '
82/83 | 216 | 36 ¢ 77 } 328, 12.3%!
83/84 | 229 | 58 | 108 | 395 ; 20.4%:
84/85 | 180 | 46 1 55 | 275 I -30.4%!
85/86 | 249 | 7 1 116 } 442 ) 60.7%!
36/87 | 258 | 8¢ } 118 : 461 ! 4.3%)
87/88 230 57 ¢ 95 | 382 ! -17.1%!

Source: Table 1 and the following assumptions by the
author about the percentage of the crop marketed:
1)Millet/Sorghum/Fonio- 20%; 2)Maize- 40%; 3)Rice- 50%.
Note that estimate for millet/s/f is an average which
underestimates the marketed surplus in a good crop year.

discuss later, OPAM attempted to support prices at the official
level in 1985/86, but ran out of money midway through the season
which led to o collapse in prices. Finally, the 1987/88 crop was
poor to average, which, along with a ban on imports of rice into
the country, led to an increase in the general level of prices.

B. Priceg

The price of cereals in Mali is influenced by many factors,
including the:

1) Level of production in the current and previous crop
ears;
2) Level of stocks on-farm and in urban warehouses; quantity

and price of imported grains;

3) Quantity of food aid present in the country, as well ag
the type of food aid distribution (frec; priced at market
price; priced at adminisiratively-set price;:

4) Costs of transport, licensing, margins, wages, and
interest rates in the formal and informal sectors.

¥ The 1983/81 crop year was also considered very poor, although
this is not reflected in the statistics in Table 1. Production
statistics before 1985/86 arc generally considered unreliable,
cven though we uged the statisticg of DNST which are considered
the best available. A poor vear in 1983/84 would better
explain the rise in prices asg shown in Figure 1. '

I1-2
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5) Expectations about the future direction of policies that.
might change prices (variable tariffs, import bans,
changes in use of official producer and consumer prices,
administrative barriers to free trade domestically, etc.).

6) Setting of certain inputs and output prices by the GRM,
such as the price paid to rice producers in the ODRs.

7) Level of effective demand domestically and in neighboring
countries, partially a function of wage and price poli-
cies. The level of prices in neighboring countries also un-
doubtedly has some influence on prices in Mali, but there
is very little documentead information on this subject.

The average annual pPrices shown in Table 3 correspond generally
to the estimated level of production in the last 3 years. In the
calendar year 1984, a time of very low production, retail prices in
the Bamako market for millet averaged a nominal 138 FCFA/kg. After
two years of good crops in 1985/86 and 1986/87, the average annual
retail price for millet in 1987 was down to 72 FCFA/kg. A poor to
average production year in 1987/88 pushed the average 1988 price
(January-June) up to 94 FCFA/kg. and rising.

Table 3
Nominal Retail Cereal Prices -~ Bamako
Annual Ave. (FCFA/kg.)

Year | Millet !Sorghunm i Maize | Rice !
"""""" [ it [ Bttt e
1982 ! 86 ! 78 ' 71 ! 171 !
1283 ! 197 H 102 . 87 ! 163 !
1984 ! 138 ! 140 T 119 ¢ 172 !
1¢85 ! 132 H 122 110 173 !
1986 ! 91 ' 88 : 83 ! 173
1987 ! 72 ! 70 ! 65 ! 174 !}
1988 ! 94 ! 88 : 72 ! 195 |}

Source:PRMC, Calculated from Annex A, Table A.1

Nominal prices to producers, as recorded in four rural markets
were as follows:

Table 4 - Average Annual Producer Pricoes in 4 Rural Markets

1985/86 - 1987/88
(FCFA/kg.)

Place 1985/86 1986/87 1987/83

Zangasso(CMDT—SouLh) 18 33 50
Dougouolo(CMDT—North) 18 31 47
Ouelessebougou(OHV-8) 41 37 42
Sirnknrolu(OHV—Noth) 52 47 14

Average 17 37 416

Source: Nango Dembele, Draft, "L’Evolution Comparde des
Campagnes 1985/86, 1986/87, ot 1987/88." Working Paper No.
88-03, Projet Securite Alimentaire, MSU-CESA-USAID

17-3 '
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‘These prices paid to producers were approximately 50% lower than
the average annual price paid on the Bamako retail market. OFf
course, producer prices vary widely in different markets and at
different times of the year. When retail milict prices in Bamako
reached a low of 58 FCFA/kg. in April, 1987, producer prices in
some rural markets were reportedly as low as 20-25 FCFA/kg.

Average monthly prices provide a more accurate picture of
price behavior. Monthly average prices in Bamako for millet and
rice are shown in Figure 1. (For the time series of prices, see
Annex A, Table A.l). One of the most striking things about Figure
1 is the much smaller variation in the price of rice compared with
the price of millet. This visual impression is verified by a
calculation of the coefficient of variation, as shown in Table §.

Table 5
Retail Cereal Prices - Bamako
Coefficient of Variation

Year iMillet}Sorghum! Maize i Rice !

] 3 ] [} ]

—————— |—“"__—|——"_—_—l——“—“"“l"——"—l
1982 | 6.7 ! 7.8 1 5.0 ! 4.4

1983 | 19.4 ! 22.9 v 18.7 v 0.0 !

1984 | 12.1 ! 12.7 ¢ 6.1 1+ 3.6 !

1985 | 15.2 ! 1.7 v 12.3 ' 0.7 :

1986 ;, 6.1 ! 5.9 7 8.2 | 2.2

1987  11.6 ! 12.6 } 12.7 ' 2.1 :

Source: PRMC
Annex A, Table A.1

Note: Coefficient of variation is the standard deviation
of the monthly prices divided by the average for the
corresponding year.

Rice prices vary less than millet prices mainly because it is
imported commercially and asg Food aid to make up any shortfalls,
which has a stabilizing offoeot on prices. Since rice isg an impor-
tant consumer item for a group of politically powerful people, the
GRM has paid careful attention to not. let rice prices vary too much
or go too high. Rice is also a relabtively small market and 50% of
the domestic production takes place in controlled » Heographically
concentrated perimeters, so government price setting in rice hag
also been more successful Lhan for mil let, sorghum, and maize.

Another striking aspect of Figure 1 is the nek of a clear pat -
tern of 4 scasonal price risce in the milloet market, in 1985/86 and
1986/87. Farlicr yoarg demonstrate the expeclted pattern to varying
degrees, so what happened in those two years?  Iirst, there wore
two excellont, harvests, one right after the other. Second, o o great,
deal of food aid had bheoen imported to counteracl, Lhoe effects of the
drought, in TOBA/85, much of wvhich remained unsold as Lhe 1985786
ciampaign bejgan. PRMC had accumulatoed an unusually large amount of
money, which it loancd to OPAM for ita 1985/86 buying campaign.

g
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‘When the market price ended up below the official price, OPAM was
flooded with grain from merchants and farmers. OPAM was able to
procure much more grain than normal (82,000 MT), but it ran out of
money and was unable to continue buying grain. Prices collapsed in
rural markets when people realized that OPAM was no longer buying
and had a high level of stocks.

OPAM’s large stocks and another record harvest put more down-
ward pressure on prices throughout the 1986/87 season, and there
was no seasonal price rise. Prices only began to recover when
there was a mediocre crop in 1987/88 and OPAM had begun to reduce

its stocks.

From the point of view of the grain wholesaler, it is necegsary
to have a seasonal price rise to make investments in storage, grain
collection, and distribution networks worthwhile. When OPAM inter-
vened in the market in a big way, seasonal price patterns were disg-
turbed. Even in years of relatively little government intervention,
the variability in Malian grain markets puts the skills of the
grain merchants to the test. Risk and uncertainty are clearly
important factors in the grain markets of Mali.

C. The Food Balance
Mitigating to a certain extent the variability of domestic pro-

duction are commercial imports and food aid. Table 6 demonstrates
of the level of commercial imports and food aid in recent years,

Table 6
Available Cereals in Mali
(7000 MT)
Total Domestic! iCommer.

: Available|Product. !Food Aid;Imports
t
t

Year Cereals !As % of Tot.Avail.Cereals
——————— :——————————:-~-—~-——~—~—~——-——-—-~————:
1981/82! 994 v 8T7.4% ) 5.4% ! 7.1% !
1982/83! 1,142 | 84.2% ! 7.3% . 8.6% !
1983/84! 1,383 | 78.6% ' 9.2% . 12.2% ¢
1984/85! 1,239 ! 65.5% ' 19.1% H 15.4% !
1985/86 ! 1,410 } 85.5% ' 5.7% : 8.7%
1986/87! 1,345 ) 95.3% 1.0 ! 3.6% !

Est.1987/88! 1,134 i 96.6% ) 2.6% 2.6% !
——————— b
Ave. | 1,235 84.5% 7.2% 8.3%

Source: Annex A, Table A2, which uses figures
from the Office Statistique des Communuatés

Européenes’ "Statistique de Base" 1988
These levels vary conagiderably. TFor example, in 1984/85, a year of
drought, food aid accounted For 19.1% of available cerealsy in Mali,

with imports (commercial and public secctor) accounting for some
15.,1%. In 1986/87, food aid and imports (commcrcial only) account-
ed for 4.6 percent of the total availability of cereals in the
countiry,
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From these statistics, one can conclude several thingsg. First,
food aid can and does play a significant role in providing food to
the people of Mali. It is therefore extremely important to avoid
the well-known production disincentive effects of food aidx. Fur-
thermore, food aid generates large sums of local currency which
must be carefully programmed to provide the maximum development
impact.

Second, the import of cereals, most of which is done by private
traders, is a highly variable entcryrise. Not only does domestic
production vary, but government policy on imports also changes. A
ban on imports, such as the one piaced on rice in March, 1987, over
the long run discourages inves.ment in private storage and transpor-
tation. Hence, another factor that must be taken into considera-
tion when deciding the level of food aid and government policy on
imports (and exports) is the need to provide an environment condu-
cive to private sector grain trade.

D. Situation at the Beginning of 1987

1. The Stocks of OPAM- In January of 1987, OPAM found itself
with a record level of cereals stocks: 92,000 MT in the regulatory
stocks and 42,000 MT in the security stocks for a total of 134,000
MT. OPAM had acquired much of this stock in the 1985/86 buying
scason trying to support a official price that was well above the
market price. When many storage facilities were full and the
budgetced moncy gone, OPAM stopped buying, thereby halting its
effort to support the official price.

As the 1986/87 scason began, it became clear that the crop
would be excellent, which put downward pressure on the market price
of domestically produced ccreals. OPAM was supposed to sell at the
official consumer price, but since market prices were lower, there
were few customers at OPAM, except institutions which could buy on
credit. :

2. Lack of Liquidity With few sales, OPAM had little cash with
which to purchase new grain in the 1986/87 campaign. Banks were
unwilling to lend money for new purchases given the market condi-
tions. Most of the donorsg support was tied up in the purchased
stocks. So, the goal of price support through purchases on the
domestic market was put. aside, at least temporarily.,

3 There is little evidence that food aid has becn a disincentive
to production in Mali. The deficit food needg of the country
have becen significant in numerous years. lHlowever, when there
is substantinl food aid coming into the country from a2 number
of different donors, production disincentive offeets are pos-
sible. Tho coordination offorts of Lhe PRMC have been useful
in preventing thig from becoming the ecase in Mali, Food aid
shipments are coordinated and an effort is made to avoid any
"dumping” of food aid on the market in a way that would
adversely affect, prices.  Several donors also attempt to "buy
local" whenever feag ible.

I1-7



HHowever, the crisis was not only difficult for OPAM, but for
several of OPAM's suppliers. For example, the Office du Niger had
sold large quantities of rice to OPAM on credit. But OPAM was
unable to sell the rice on the market at official prices, and lLence
was unable to reimburse the Office du Niger. This created serious
liquidity preblems at the Office, which needed money to get its
next campaign going. Emergency financial aid from PRMC funds
helped ease this credit crunch.

3. Banning of Rice Imports- At the same time, imports of rice,
made relatively cheap by a declining dollar and good harvests in
producer countries, were seen as a source of unwanted competition.
A ban was placed on the imports of rice in March, 1987, supported
particularly those organizations that had invested large amounts of
money in the rice perimeters along the Niger river. Unfortunately,
a number of merchants were left wilth rice imports landed in Dakar
and Abidjan, with no obvious plice to take them. TIn the meantime,
the GRM and vaivious donors were considering various policy mecasures
to protect the domestic rice market while reforms were being con-
sidered for implementation on the controlled rice perimeters.
Stocks were such that it took § months before prices began to rise,
and then a rapid rate of increasc¢ occurred.

I11-8



III. Activities of the PRMC and GRM in 1987/88
A. PRMC’'s Common Platform

1. Background - In 1981, the stated objectives of the PRMC I
were to:

a) Increase national economic growth by increasing
production and purchasing power in the rural areas
(to be brought about by increasing producer prices).

b Liberalize the cereals market (to permit private
traders to offer competition to the state marketing
agency, OPAM);

c Reduce the costs of the official marketing s#ystem by
bringing consumer prices in line with costs and
producer prices.

While the general framework of the objectives was maintained
during the PRMC T period and considerable progress was made on the
legal and administrative fronts, the continued validity of the
first objective and the ability of the public sector (donbors and
GRM) to carry it out were seriously thrown into question during the
years of abundant harvests in 1985/86 and 1986/87. In an attempt
to support an official prices in a year of excellent harvest, OPAM
had run out of funds. The official sales price was well above the
market price, which led to few OPAM sales and a consequent crisis
of liquidity, a situation which ran counter to the third PRMC’g
third objective.

[t was felt by PRMC members that a revision was needed in both
the basgic objectives of the program and the means for obtaining
them. The PRMC Technical Committeo began to meet in enrly 1986 to
discuss and Agree upon a coaron set of #oals that would serve as
the basis for the upcoming, three-yenr program, PRMC II.

2. Broad Objectives - Approved by the Management Committee in
March, 1987, the Common Platform of PRMC IT stated the Ffollowing
broad objectiveg:

a) Continue to modify the relative balance in the roles
played by the public sector and the private gsector in
grain market ing.

b) Pursuce the development of floxible policies for
reorganization and promotion of the corcalg market,
consistent with Lhe resources of the state; and

c) Participatoe in the process of reform of state onter-
prizea involved in cereals marketing,

These objectives were broad enoupgh Lo saliafy the virying vioew-
points and approncheg of Lhe different donors and Lo provide {he
rational Tor many dif Ferent Lypes of actions . 't had been clear
that the removal of | egal barviorg {o private sccetor trade under
PRMC T had been a2 doesirable sgoal, [t was now perhapa less elear
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‘how to continue removing those barriers and encourage investment by
*the private sector in storage and distribution infrastructure. The

emphasis placed on encouraging production through increasing offi-

cial prices under PRMC I was, in the words of Emmy Simmons, "irrele-

vant at best and financially disasterous at worst." ("PRMC/TI: The
Common Framework, Objectives and Proposed Measures for Implementa-
tion, p. 2). The development of flexible marketing policies...
consistent with the resources of the state became the new objec-
tive, but it was not entirely clear in the stated Common Platform
what this meant.

3. A number of more specific measures to be taken were written
into the Common Platform, helping to clarify the PRMC's position.
They were as follows:

1. The Private Sector/Public Sector Balance

1.1 Consolidate the liberalization of paddy in the Office du
Niger, ORM, ORS, and CMDT

1.2 Promote the sale of milled rice by the rice-producing
ODRs.

1.3 Strengthen the caﬁacity of the private sector to market
grains,

2. More Flexible Policy Formulation

2.1 Seck to establish a better balance between supply and
demand.

2.2 Seek greater coherence between public intervention prices,
acutal marketling costs, and the evolution of the market.

2.3 Stimulate the demand for cerecals which are produced
locally.

2.4 Protect the domestic cereals market.

2.5 Contribute to the process of coordinating different
national cerecals policies in West Africa.

3. Reform of State Enterprises Involved in Cercals Marketing

3.1 Reconsider the role of public agencies involved in cereals
marketing,

3.2 Reduce of the costs of the public sector organizations.

3.3 Support the private scctor in assuming tasksg formerly done
by the private sector.

The Common Platform provided additional target action under
some of the above measures (See Annex B for the complete text of
the Common Plniiorm}. Mosgt notable are continued actions to liber-~

alize paddy markets (2 noticeable failure of PRMC 1), protect
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‘the domestic rice market (a step back from liberalization), and to
‘reduce OPAM'’s role (after spending 5 years of keeping OPAM afloat
and perhaps increasing its intervention in the markets i.e. in
1985/86). On the question of official prices, the Common Flatform
alludes several times to the continued practice of setting official
prices for producers and consumers. However, there is much less
emphasis on trying to support prices via public sector purchases at
official prices. The experience of 1985/86 proved an important
lesson for both the donors and the GRM.

The Common Platform was discussed by the PRMC Management
Committee and by the donors individually throughout the spring of
the 1987. It served as the basis for discussion at a "Seminaire
National sur la Politique Cerealiére au Mali," in mid-June.

This seminar was attended by a number of important government
officials, donors, and representatives of the private sector. The
meeting divided its work into five different working groups, who
were to report back to the main session. The final set of recommen-
dations from this meeting tended to agree with many of the proposi-
tions set forth in the Common Platform, but differed in some impor-
tant ways. For example, the Seminar report did not recommend in
any way a diminution of OPAM’s role in trying to regulate the
market. It was recommended that official prices for both producers
and consumers continue to guide OPAM in its purchases. The group
did recognize that market prices should be taken into account when
fixing the official price. While recognizing the need for flexible
policy, the Seminar also supported actions to ban rice imports to
protect the local market.

On a more positive note, the Seminar’s final report noted the
need to adjust the system of taxation to put less tax pressure on
farmers at the time of harvest. The group also recommended that
the "Comité d’Orientation et de Coordination (C.0.C.), an inter-
ministerial committee of Malian officials working essentially as
the counterpart iroup to the donors’ PRMC, should be reactivated
and given tecchnical assistance and the financial means to make a
contribution to the cereals debate in Mali.

After the Cerecals Seminar, the Common Platform and the results
of the Seminar'’s debates were considered by the Conseil des
Ministres and the Burecau Exécutif Central (BEC) important policy
making bodies in the GRM. The final language of the "Protocole

d’Accord” -- more vague than that proposed in the original Common
Platform -- would not be agreed upon ard signed until mid-March of
1988. But four months before this Profocole for the Common

Plat.form was signed by the GRM and the PRMC donors, the GRM made a
rather stunning announcement that it bad taken a new dircction in
cercals policy.

B. Changes in Price l'vlicy and Redefining the Role of OPAM
In November, 1987, the GRM abolished official producer and

consumer prices for coarse grains. OPAM wag no longer constrained
to buy or sell at a given price. Of courge, thig did not mean that
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OPAM was given free rein. It was supposed to lower its deficit each
year, which meant that it should not lose money on its saleg of
stocks purchased at official prices in preceding years. Also, an
official price for paddy ( 70 FCFA/kg.) was put in place for the
rice-producing perimeters as a way of setting a floor price for
paddy and thereby insuring the continued participation of rice
farmars. Private merchants were being allowed to purchase paddy
from farmers, but the Government guaranteed the minimum price to
all rice farmers.

This overnight change in Price policy was quite astonishing.
After many years of trying to support higher producer prices (which
PRMC had supporting) , to keep official consumer prices low (which
PRMC had been trying to raise), and to find ways of financing the
resultant deficits (which PRMC was doing, but trying to find ways
of reducing the deficits), the GRM was now planning to the let the
market set prices with minimum government intervention and have
OPAM operate within a market framework.

In fact, OPAM was given a new, reduced mandate in December,
1987. OPAM was no longer charged with maintaining regulatory
stocks to try to control prices. Instead, it was to liquidate its
regulatory stocks by October 1, 1988. OPAM’s new role was to:

1) Manage and distribute food aid.
2) Supply deficit areas.

3) Maintain a national security stock of 58,500 MT of
cereals,

Although it was not entirely clear what all of these new directiong
would mean in practice (particularly the mandate to supply deficit
areas), OPAM was directed to decrease its staff by 50% by October
1, 1988 and to close a number of itsg storage facilities in "surplus
production”" arecas. :

What were the reasons for the GRM’s change in policy? There
were undoubtedly a number of different factors which contributed to
this decision. For example, it was becoming clear that trying to
support prices, particularly in a year of good harvest, could be
very expensive for the GRM. MSU research was suggesting that 3ome
10% of the farmers were net buyers of grain and higher prices for
them were a burden. [t was also questionable how cffective price
policy could be in serving as an incentive for Sahelian farmers to
increase their production of coarge grains.

The reforms and policies advocated by the PRMC over the years
had also moved the Government, in the direction of increased private
“ector participation in the cerecals markets, although the PRMC had
nct proposed abolishing the official price structure in its Common
Platform. Some PRMC donors even felt that the GRM might be moving
too far, too rast with its cereals market. reforms. Finally, the
International Monctary Fund was negotiating with the GRM to provide
A Standby Agreement and Structural Adjustment Facility at the Fund,
and these reforms weroe perhaps scen ag evidence of the GRM'g
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willingness to lower its budget deficit and put its financial house
in order. Whatever the reasons for the change in policy, the GRM
was putting a new emphasis on the private sector.

C. PRMC Programs

Before the GRM made its announcement abolishing the official
price structure, PRMC IT had already launched or was in the
planning stages of programs that were intended to improve effi-
ciency of the cereals markets. These included increased credit to
the private sector, credit to village associations, and better
market information collection and dissemination.

1. Trader Credit- The PRMC program of credit to cereals mer-
chants had a number of objectives. First, it wus to reinforce the
participation of the private secter in the cereals market and
increase competition among mevrchants (Protocole d’Accord entre 1la
BOAM, le PRMC, et le Ministére de Tutelle, 5 Jan, 1987). Other
official objectives were to support prices ac much as possible and
contribute to "stabilization of supply and demand during the market-
ing campaign," by encouraging storage over a longer period of time.

The original plan of the PRMC was to provide 300 million FCFA
(some $1.8 mil.) to the program, with another 250 million FCFA
contributed by each of tLwo banks, the BOAM and the BMCD. Unfor-
tunately, these banks were not able to make the planned contri-
butions. Thus, the role of the banks was limited to the administra--
tion of the PRMC’s 500 million FCFA. The Chamber of Commerce,
headquartered in Bamako, played dual roles of helping to select the
candidates who were to receive funds, and providing storage space
and management for the actual stocks.

The loans were to be made to merchants who qualified with the
Chamber of Commerce and the banks. The maximum loan size was
between 10 and 15 million FCFA, at an interest of between 8-8.5%.
Cereals were to be stored in the warchouses of the Chamber of
Commerce in various cities, for which the Chamber charged some
9,000 FCFA/ton (The going price on the open market for similar
storage was between 1,000-2,000 FCFA/ton). Cereals were not sup-
posed to be removed from storage before May 1, 1987 to encourage
storage instead rotation of stocks. Finally, the Chamber of Com-
merce was supposced to verify the existence of stocks in their ware-
houses, bhefore borrowers were ablo to receive their loan in cash.

An cvaluation of the ecredijt program to merchants by Michigan
State University rescarchers sugdests that there were a number of
problems in the implementation of this project. First, the size of
the program wag not. as large as envisioned because of the the
diffizultice o, obtaining the additional credit fronm the two banks
due Lo rigiditiey in the banking system.

Sccond, Lhoroe were apparently a number of irregularitios in the
purchase and storage of cerenls v 48 well as in the lendi ng of the
moncy according to Lhe rules scl. up by the program, Some of the
borrowers bought. less than they had contracted for, yet received
Ltheir loans ag if (lre full amount had been purchased. Other mer
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chants got their money without having purchased cereals, and it wasg
‘not clear if they had actually used the money to buy cereals. One
merchant was reported to have received a loan of almost 65 million
FCFA (20% of the total program), which violated the 30 million FCFA
ceiling on loans for a single borrower.

Third, the depth of the coverage by the program was limited.
Only a total of 5,170 tons of millet, sorghum and maize were pur-
chased. Only sixteen merchants received credit under the PRMC
program, and ten of these were located in Bamako. According to
grain merchants in Bamako interviewed during this evaluation mis-
sion, not all of the merchants who received credit were expericnced
in grain warketing. According to the merchants interviewed,
several of whom had applied for and did not receive one of the PRMC
loans, everyone who received a loan was an old-time member of the
Chamber of Commerce.

Of course, one of the reasons these loans were attractive to
members of the Chamber of Commerce was their low cost. Loans at
8-8.5% are at the low end of the scale for lending to private
enterprises, on which a ceiling of 13.5% is placed by the State.
All of the borrowers were considered creditworthy by the banksg’ own
standards anyway (a condition of the loan), so any money at bor-
rowed at 8% instead of 13.5% would improve the bottom line for
those merchants able to get a loan from the PRMC program. The
repayment rate for the program as of June, 1988 was 62%, which
inzludes 60 million FCFA not repaid by the Chamber of Commerce.
The original due date for repayment was September 30, 1987.

While few of these problems with the credit program are sur-
prising, their appearance underscores the need for both close super-
vision of such a credit program (presumably by someone working for
the Secretariat of the PRMC or by one of the PRMC donors) and for a
program that has clear objectives and enforccable conditionalities.
The multiple objectives of the program and the resultant conditions
placed on the use of the credit made it desirable arnd apparently
casy for the borrowers to get around the restrictions of the
program.

Given the problems experienced by the credit program for mer-
chants and the lack of time of a PRMC Seccretariat busy coping with
the resitrvcturing of OPAM, the program was not organized during the
1987/88 season. It will be tried again during the 1988/89 season,
Wwith some modifications that will avoid the problems experienced in
the previous program. For example, there will be a 2,000 MT limit
on which banks will provide credijt. Also, money will be placed
with the BNDA Lo aveid delays in the distribution of moncy.

There will also be several other new programs. Firgt, 100
million FCFA will be allocated Lo a4 program aimed at. small whole-
salers who have formed into a sort of cooperalive (Groupement, d’In-
téret Economique). Soveral froups have been formed and there ig
considerable interest in the program. HSecond, there i a program
for traders who want to buy public sector stocks of cereals,

Third, there will be a program of seascnal credit for private
Lraders who will make purchasces under tho guarantoee of OPAM.
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2. Credit to Village Associations- This PRMC program had the
"following stated objectives:

1) To support the producer price of cereals by making credit
available to villages "tons," village associations, or
other groups of producers.

2) To encourage cercals storage at the village level.

3) To improve the efficiency of cereals markets and act
against speculation on the market. (Convention de Gestion
entre la BNDA, le PRMC, ct le Ministére de Tutelle, 2
Decembre, 1986.)

The program was to be administered by the BNDA, which would
receive the rcquests of the different village groups and decide
which groups were able to mecet the criteria for obtaining a loan.
The BNDA was essentially looking for the groups that werc capable
of assuring good management of the stocks, the capacity to do a
minimum of bookkeeping, and a reasonable credit record. The loans
were to be made at 8% for one year, with a maximum loan size of
five million FCFA per village association.

Fach group of producers wag supposed to decide the buying price
for members, the conditions of storage, timing of the sales of
cereals, and how profits -- irf there were any -- would be split up.
The BNDA decided to value the stocks at 38.5 FCFA/kg., which caused
some confusion among some associations as to their power to decide
on the buying price. The CMDT, one of the most active GRM partici-
pants in the program, dccided that all profits from the resale of
stocks should stay in the treasuries of all its different associ-
ations, which was contrary fo the program’s stated goal of allowing
association Lo decide how the money would be managed.

The results of the program, cven though it got off to a late
start, scem quite positive. Some 668 million FCFA (which included
200 million FCFA from the FID) were loaned to village agsociations,
95% of which was used to purchase coarse grnins and 45% for paddy.
Almost five hundred associations rcceived credit from the program.
Many of these iroups were within the Office du Niger or CMDT, both
having active extension and training programs utilizing village
groups. Office du Niger associations accounted for some 210 mil-
lion FCFA of c¢redit and 5,912 tona of paddy purchased. A total of
11,870 tons of cereals were purchased under the program. The repay-
ment. record of the project. wng quite good for Lhisg qort of program,
over 85% as of March dr, 1988,

The program wag beneficial for many of the associations that
took part. The pgonl of price support wasg not achieved, but it wag
never a realistic goal with such A small program. The program did
serve as a way of channel |l ing money to the rural gector in n yoar
when producer prices were very low.  To the oxtent Lhat Lho Ny ig-
tance reached tLhe targel group, this wang a much more cont. effective
wiay Lo attempt to stabilize producer incomen than by massive inter-
vention in the markel Lo stabijl ize coreals prices.  of course,
there are many risks involved in thia type of cerealy bank program
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- difficulties in Judging buying price and timing sales, in obtain-
}ng the proper bookkeeping, and in keeping the group from being
taken over by a few "big men." However, the program’s first year
was encouraging in light of the possible problems.

3. Market Information System~ A study by MSU researchers sug-
gested that a number of different organizations were collecting
information about the market for their own purposes. However, very
little of the information wasg being disseminated publicly. The
PRMC decided that it should support efforts to increase the flow of
information about markets by setting up a network of information
collection and dissemination.

After a number of months of research and preparation, the
program is being put into place using the facilities and personnel
of OPAM, the technical assistance of CIDA and MSU-CESA-USAID, and
the financial resources of PRMC. Using a standardized methodology,
information about prices and volumes is being collected weekly.
This information will then be made available on weekly radioc
broadeasts and in monthly market bulletins. Although it is too
early to judge the results of this program, a better flow of infor-
mation is certainly one of the prerequisites to a well-functioning
market. The challenge here will be to make the information timely
and accessible so that merchants and village associations can
really make use the the information put on the radio.

D. OPAM - Current Situation

In January, 1987, OPAM had 134,500 MT of cereals in itg regula-
Ltory and sccurity stochks. (See Annex A, Table A.3). Since then,
OPAM was gradually able to reduce its stocks of cereals ag prices
rose in 1987 duc Lo a poor 1987/88 harvest. 1In April, 1988 the
regulatory stock had been reducod to 38,700 MT, with the expecta-
Lion that the entire stock would be liquidated by October I, in
accordance with OPAM’g new mandatoe., The April level of thoe
National Sccurity Stock (%) wag 15,400 MT, which plang to recon-
stitute the level with food aid to 58,500 MT. Thig level of stocks
Wwill be maintained in warchouses distributed around the country
(Sce Annex A, FFigure A,2), One-third of the stocks are sold or
given away cach year ag a part of a program of technical rotation,
These stocks will be replaced from tLhe loeal market, neighboring
countrica, the international market,, and/or food aid.

In terms of reducing its budpget, deficit, OPAM'g proviasional
deficit for 1986/87 wna 1.18 billion FCFA, up from the previous
year's deficia of 833 million FCFA (Sce Annex A, Table AL4).  OPAM
officialg attribute thegoe deficit fijgurey largely to the cost of
holding Targe amounty of stocks., Both personnel and operating
costs were down in 1986787, Eatimantes aupgpgeat, that that when OPAM
reaches the projected lovel of personnel and responsibilitica under
its new mandiate, thore will he a gavings of some 312 million FCI'A,

X The National Security Stock wnn bepun in 1968, & propgrammed to
reach o level of 58,500 MT. This level wan determined by a
CILES team that vigited the Snhel and uased a common mcethodoloyy
to determine the needoed level for a security stock.
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“t is difficult to believe that OPAM will ever operate without
‘a budget deficit, in the commercial sense. Given the roles the new
OPAM is to play, it would reasonable to expect that the country
would have to pay for the services of this organization, as it
would for other government services. Under the PRMC II agreement,
PRMC donors are no longer obligated to underwrite the deficits of
OPAM. In fact, PRMC will probably continue to pick-up many of
OPAM’s cxpenses given the fiscal crisis of the GRM.

Between January, 1987 and April, 1988, OPAM cut its personnel
from 741 to 690. {(See Annex A, Table A.5) However, by October,
1838, OPAM is supposed to have cut its staff to 340. OPAM has
requested agsistance from the PRMC -- some 407 million FCFA -- to
pay a portion of the cost of carly retirement and laying off such a
large number of employees. Thig recquest has now been approved by
the PRMC for some 408 million FCFA. Tt is unclear if OPAM will
actually met the October target for completing its staff reduction.

E. Rice Policy - Current Situation
y

The ban on the import of rice, which wag requested by the PRMC
donors in the end of 1986 and was supposed last for a period of six
months, has still not been officially lifted as of June, 1988.
However, there has bheen a decision to allow some imported rice
(26,000-30,000 MT) come into the country by granting a special
license to the merchanta who were caught in the import ban of
March, 1987 with rice in Abidjan and Dakar.

In addition, approval of a now system of variable taxation on
rice imports is expected soon,  This system, gimilar to the vari-
able tariff system of tLho EEC, was developed with the approval of
the PRMC and the World Bank. This explicitly protectionist measure
is scheduled Lo be 1iftoed in three years. Thisg timing is supposed
to give the Malian rice sub-sector gome time to become more competi-
Live with the world market. - a sort of infant indugtry argument for
rice operations that have been operating from 10 to 40 ycars., The
World Bank and sceveral PRMC donors are concernced with protecting
the recent investments they have made in the Office du Niger and
other rice perimetorsg.

Merchants are now free Lo purchase paddy or rice directly from
Farmers in the ODRs.  Since the imports of rice have been banned
and prices have rone up, many merchants have fone to the ODRs for
their rice. AL the Office du Niger, merchants woroe paying in
advance forp rice, and the Office sold more rice than Lhey could
actually deliver., Farmers are free Lo pay their water and ODR feesa
in cash or in kind,

There are Uil several official prices in the rice system. Ag
A sort o of floor price, the ODRy will pay farmers 70 FCFA/kg. for
piddy. Hovever, farmers are el ) ing now to merchant g who have been
buy ing paddy feom Carmers For Letween 80 and 90 FCEFA/kr.

Under the gystem or "homologation Souple,” merchants are

allowved tag add o fived margsin onto a bage price, which tankes into
hrecount transport,, poackaging, and taxea. Legally, a morchnnt musgt
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be able to Justify his price on the grounds of a documentable base
price and the allowed margin. If Lhe merchant re¢re found in viola-
tion of these rules, he could bo fined up to 500,000 FCFA.

In practice, there appears to be little enforcement of these
rules. However, it would be interesting to know what effect the
use of the "homologation souple” method of pricing has on the
private sector in Mali. It would appear to give Malian authorities
a measure of control over merchants if they choose to apply it.

F. Overall Cost of tLhe PRMC Programs
It is informative to summarize the use of the counterpart fund

over the Life of the PRMC.  The following figures provide an
approximation of money spent from 1981 to 1987.

Table 7
PRMC Uses of Loceal Currency Fundg - 1981-1987

Use of Funds Mil.FCFA Mil.US$ x

1. Financing of OPAM deficits & 2,275 7.84 13.9
other assorted subsidioy to OPAM

2. Purchase of imported corealyg in 3,261 11.26 20.0
years of larpge food defioitsg

3. Support for National Seecurity 1,861 6.42 11.4
Stock

1. Subsidy to diffoerent ObDRg Lo sup- 3,075 10.60 18.8
port. cercal barome:,

. Advances to OPAM for cereals pur- 1,594 5.50 9.8
chaseg during the buying: campiign.

6. Other advances tao OPAM and othoer 3,250 11.21 19.9
loang for coerenlys markting,

7. Credit, for Merchants and Village 1,000 3.45 6.1
Asgsaocialiong

B. Marketing Studicg 8 .02 <04

TOTAL, 16,327 56.30 100.00%

Source: OPAM

These figures show that a large part of PRMC' g money wag usged
to gsupport. OPAM or pay for subsidien under thoe baréme aystem,
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A{V. Impact and Evaluation of Pol icy Changes and Programs of PRMC
A. Overall Objectivesg

While the original goals of PRMC I were laudable, there was a
contradiction to trying to encourage the private scetor while at
the same time supporting a system of official prices attempting to
provide incentives to farmers to produce moere. One observer said
of the PRMC’s firust five yearsg:

1)"Although the GRM moved rapidly on liberalizing the coarse
grain markets, decontro! was more symbolic than material,
During previous 5 years, official purchases had accounted for
no more than 7% of produaction and usually less.

2) PRMC placed little cmphasis on improving thoe functioning of
the private market,.

3) PRMC focused instoad on raising level of official prices,
rather than on reducing the distortion between official and
commercial prices  or on improving markot performance...For
example, the PRMC called top the immediate and full legaliza-
tion of all private grain Lrade, yet maintained official
producer and consumer prices that were far from being aligned
with the private market, prices and were set on the bagis of
political feasibi lity, not market, realities or the government
d@pacily to implement. policies that could substantially affect

te

market, realitics.,

(Humphreys, Charles p., Cercals Policy Reform in Mali, World
Bank, May, 1986)

Although OPAM'y budget deficit wag slowly reduced during the first
five years, again the focus on official prices by PRMC led to the
financial difficultios caused by itg most successtul buying seagon
in 1985746, This led other obsorvers Lo sugptest,:

"The ambiguity of policy reform is reflected in Lho ironic situ-

LREAR YA

ation in which the 'iMe program - with a major focus on in-
creasing private sector participation in a freer cerenls rade
-= has spent most of it cxpatriate staff time and financinl
resources attempting o Keep the atate trading aprency afloat, "
(Wilcock, Roth, nnd Haykin, "Grain Marketing Liberalization in
Mali: An Feonomico ol icy Reform Assenament,, " p.o39).

To o cortiain cxtent, these criticiaoms seemed to be taken into
account. in the degsign of PRMC Iy, at deast at the lovel ol the
specific actions to he taken.  Thesge Actions were aimed more at.
improving 1 he functioning of private marlkot.s, The overall objec-
Lives of the progeam, however, were o bhroad that, they could be
used to justify almoot any program, Perhaps this reflectod the
search for object jyvey ncceptable to g group of PRMC donors who had
considerable differonces in how they thoupght the progream should be
pursuaed ., It wans more tmportant ta ind common langungte acceoeptabhloe
to all donors and the GRM than to decide on the specifics of CLhe
progeam,
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As suggested by the Wilcock report, the PRMC has always becen a
very pragmatic program, undertaking many actions as the neced
arose. The counterpart fund was used for a number of different
purposes including: 1) subsidization of OPAM’s annual deficit;

2) supplemental commercial food imports; 3) interest payments for
the Office du Niger for bank loans used to purchase paddy; 4) sup-
port for selected "production-incentive" activities; 5) substitu-
tion for the GRM (OSRP) in ODR support in 1985; 6) loans to several
ODRs for their buying campaignsg; 7) financing for OPAM’sg price
support actions; 8) credit for cereals merchants 9) credit for
village agsociations; 10) credil for groups of small wholesalers ;
and most recently 11) the guarantce of funds for several programs
budgeted by the GRM.

The actions of the PRMC and its actual use of itg funds have
perhaps been more important. than the lack of completely clear
overall objectives, Fortunately, the major contradiction of PRMC T
- the market libe ralization/official price setting problem - was
resolved by the announcement of the abolition of official prices.
PRMC IT can now focus on appropriate measures to improve the
functioning of private markeotg. The PRMC ig currently making an
effort Lo create a multi-ycar financial plan for the use of the
counterpart funds.

B. Market Liberal ization

Withing the firat year of the PRMC I, the GRM had taken steps
to: 1) make teade in coarse grains by licensed merchants legal
(liberalization of the paddy markets would not take place until
1986); 2) eliminatoe restrictions (roadblocks) on inter-district
trade; 3) lepgalize imports of pgraing without taxation, application
of quotasg, or restricting access Lo foreipgn exchangoe, Seven yearsg
Inter, there haco been hoth progress in Lthese areas and some regresg-
sion,

Trade in grain ia ot 'l Tegal, and Lhig arecia ranks ags one of
PRMC'3 real succegsoes., Liberalization in tLhe rice perimeters took
6 years, but merchants now have the right to purchase paddy from
Farmers in thoe ODRy. More tLraders have entered the businesy,
crealing moroe competition in the scector. There ig ovidence that
Lhe apprrepate contlys in Lhe overall marketing channel have been
reduced. Consumers in rurad arens say that graing are more
available to them throughout. the yenrs ot sales points closor Lo
Ltheir homes,

Mmphreys obserprved that, "On balance, consumers have benefitod
from the prMe v despite the upward adjustments in OpAM selling
prices, because the volume of sales at official prices haa algo
increased Ovingg to the availobil ity of food aid throush the
PRMC . U Betwern the two periodas (19767117 to 1979/90 and 1981/82 to
1984/735), implicit Lasation of farmers decelined by 13%. The de-
cline in produocer Faxation is the positive gide of the adjustment
sought. through the PRMC. .. The other gide of Lhe adjustmoent, dought
Was reduction in consumer subsidica,  Just the opposite ocourred,
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'Between the two periods, implicit subsidies to consumers rose by
about 10 percent. As a result of these two opposing trends, the
implicit losses to the public grains sector rose by almost two-
thirds: there was less taxation of farmers and more subsidy to
consumers...the food aid donors under the PRMC provided grain that
could be used to finance the losses...Thus consumers with acces to
official sales received a substantial net transfer from food aid
donors, worth over US $20 million at the 1985 exchange rate."
(Humphreys, 1486, pp. 27-28).

Although the roadblocks to stop grain movement have disap-
peared, apparently there has been fines imposed on merchants by
police intent on collecting in fact a personal payoff. Merchants
must also still be licensed for domestic trade and have had to
obtain special permits for imports when they are available.
Exports remain illegal unless a special permit is granted.

Finally, imports remained open for 5 years until a ban was
placed on the import of ricoe. The ban is still on, although it is
expected to be replaced shortly with a variable tax system for 3
Years. Thisg ig definitely a step away from the original goal of
the project. Supporters of the variable tax claim that it ig
recessary to allow Malian producers to adjust to a world rice mar-
ket. that has been selling rice at low prices. These reasons are
supposaedly the decline of (hoe dollar (rice on international marketsg
ig denominated in dol lars) and unusunlly large supplies on the
market.. The World Bank, which supported this variable tax system,
is going to study Malian and international rice markets to deter-
mine the ability of Malian producers to compete over thoe long term.

C. Tncreased Production Incentivey

During PRMC 1, the donors were supporting the idea that higher
(oi.'f‘i(:in]) prices would encourage farmers to produce more.
lHowever, the donorg got. firat.-hand experience in how hard it ig to
support prices in the Sahel.  The first. year that official prices
were above prices on tLhe private market. turnced into a financial
nightmare for OPAM, PRMC, and Lho Office du Niger, and priceg
collapsed as soon ng Lhe money ran oul..

Al Lhe same Lime, regsearch wag suggestin that not o)l farmers
were inoa position Lo incrensoe their producvion in response to
price incentivesg. Some of the ITapgoer farmers, and those in certain
irrigated perimeters, were bheftor able to respond to price incen-
tives, but they were o Fairly cmall #aroup.  The majority of farmers
in Mali planted as much heotarage an the available l1abor would
allow and haped Lhe raing would bhe yrood.

Althoupgh thic madel of farming in Mali io no doubt ar tLoo
gimple, it points out the Pimit of price policy as a tool for
bringing about, production increnasesg, Researchoera need to look for
technologioal packarres Lhot THC e age productivity and do not.
require an overall increase i Lhe Tevel of price for adoption,

Increaned stability in the market would no doubt. bhe degirable
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‘from the planner’s point of view, but a shift to the private sector
market will not necessarily bring this about. Clearly, more effj-
cient cereals markets operated by the private sector are desirable
and a necessary condition for improved price stability. However ,
they are not a sufficient condition to create price stability.
Improvements in technical packages, development of improved
varieties, better and more affordable water control, and improved
training and extension all play a role in improving production
stability and hence price stability. PRMC donors should consider
funding these types of programs to provide cost-effective incen-
tives to produccrs, perhaps supported by the counterpart funds of
the PRMC.

Another desirable goal towards stabilizing prices over the
long-term, would be inproved trade within Africa This ig a very
difficult task, at best, with all of the different national
governments, cach with its own set of policy prioritiecs. It may
also be true that when production is good in one Sahelian country,
it is good in all of them, The point ig that freer trade between
African countries ig highly desirable, and should be studied and
incorporated into the programs of PRMC wherever possible. Several
donors have already made a commitment to "triangular" purchase of
food aid. This means Lhat funds are used to purchase food aid in
neighboring surplus countrieg when appropriate.  There were also
efforts Lo export some of OPAM's surpluses to Mauritania.

D. Lowering Publico Sector Marketing Costs

Over Lhe past 7 years, OPAM has reduced ity astaff from 958 to
690, generally lowered itg budget deficit (1986/87 was an excep-
tLion), become a relatively more efficient organization with the
help of congiderable technical assistance, reduced the level of
storage loss Lo an average of 5%, and generally did what was asked
of it with Lhe mennas provided Lo it by the GRM and the donors.

The GRM recently mandatod n considerable reduction in Lhe role
of OFAM, and the organization iy going through a staff reduction of
almost 509, The cuts in staff, along with the new reduced mandate,
should help OPAM Lo lower Lhe costs of public scotor marketing.,

The debate on what costa ol Lthe marketing system OPAM and the
government cshould hear will no doubt. continuce. Information collec-
Lion and dissemination would scem a reasonable task for the public
scelbor. So does Lhe mainlLonanee of Lthe security stock. Thoe provi-
sion of the deficit, areas i legs clearly a grovernment, function
because thooe with ol fective purchasing power could be suppliced by
the private aector. Obviously, those who do not. have sufficient
purchasing pover and necd the [ree distribution of food ail should
he sorvicod by OPAM.  The practical problem, however, iag that it ig
difficull administealively to distinguish between Lhese groups,
Hence, PRMC neods to carcefully monitor how OPAM' s mandato g
ciarried out gin practice to make suro Lhat. OPAM is not, servicing
clients that. should be serviced by Lhe private seotor,
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E. PRMC Programs

Over the last 18 months, the PRMC has tried to focus more of
its time and energy on improving the performance of the private
market. The major programs have been credits programs for village
associations and for merchants.

The program to provide credit for village associations was per-
haps the more successful of Lho two programs. Almost 500 village
associations were granted over 668 million FCFA of credit which was
paid back at a level over 85%. This is a very good beginning for
programs of this nature, although the 8% charged for credit may not
make up for costs of non-payment and administrative charges.  The
program was too small to meet one of its slated objectives: to sup-
port the producer price of cereals. This program should not be a
"backdoor" method of price support, and should be expanded as it
shows itself to be a cosl-affective method of providing short-term
loans to farmers.

The program to provide ocredilt Cor_merchants had some problems
in its implementation. A restricted group of merchants received
too large a share of the credit available. The repayment rate of
70% was relatively poor, cspecially when compared to the rate of
the village associations. This situation oflen occurs when the
money is lent to those who have more politiecal power. Their
repayment. rales are lower Lhan the smal i farmery.,

The credit was made avai lable at too low an interest rate and
Lhereby boecame subject to the attention of merchants with political
influcnce. The interest ratoe charged should be at least, Lhe Lop of
the commercial scale, to make 16 logg Lempting Lo Lhe WIrong
merchant s, One could oven argue that a rate higher than 13% should
be charged, because tLho targetl. merchants arco credil risks and more
likely Lo default, necessitating a higher rate of interost Lo cover
risk. This may not bo feasible, gsiven the present. UMOA-BCEAO
ceilings on intoeregt ratoes,

Certain conditions of the program should be made less roeg-
trictive -- gsuch as Lho need to store graing in Lhe Chamber of
Commerce warchougoe (physical verification i saufficient) or the
period of Lime which gfrain must. be storoed. Thogoe condiltions, while
sceming to fulfill the planners objeclive of & tabilization of
supply and demand during the campaign,” only make tLhe program less
attractive to serious merchants and invite cvasions of the cond; -
Lions,

This program also demonstrates the need for close supervisgion
off PRMC aclivities. Ono cannol. agsume that, Lhoe aclivily will go
along ag planned with out careful attention (2l though admittedly,
one cannot nccessarily make Lhig assumplion that it will happen
wilh careful supervigion of Lhoer),



F. Administrative Role of PRMC

The presence of PRMC has generally been a positive influence on
the direction of cercals market liberalization in Mali. One evalu-
ation of PRMC I suggested "improved management of food aid in-
cluding joint mechanisms and regular consultation among donors...
enabled donors to set cunditions for the sale of this food aid...
Food aid (was) handled relatively efficiently in... 1985 drought-
relief operations." (Humphreys, 1986). A number of talented tech-
nical assistants made dedicated efforts to improve the efficiency
of OPAM and implement policies that scemed reasonable in the Malian
context. The combined efforts of the PRMC donors was a strength in
dealing with the GRM.

At the same time, the neced for conscnsus among donors was some-
Ltimes a weakness of the program. Decisions were made that made
that compromised the beliefs of individual donors. TIn all fairness
to the PRMC, there was clearly a learning curve which led donors in
a better understanding »f the way markets worked in Mali. While
the PRMC cannot take all of the credit on the donor side for the
hopeful sect of policies now being implemented, it canr certainly
take credit for have set the stage for those reforms.

Now that the PRMC IT program has been signed, the donors need
to further define how they act in concert. Another 150,000 MT tons
oI tcod aid has been promised over the next three years if needed.
Depending on the actual needs of the country, this could provide
the GRM and the PRMC with a sizeable amount of counterpart. funds to
Jointly program. While the number .f° policy reforms related to
cercals marketing have diminished, there are still some policy
reforms that need support. This is the PRMC's best role.

At the same Lime, there are a numher of concrete actions that
might be besgt undertaken in the context of a project. PRMC is made
up of donors that possess the infrastructure to design, implement,
and monitor programs. The small secretariat of the PRMC does not
have the manpower to do this. Tt would scem the most cost-effec~
tive course to ask the donors -- agencics set up to desgsign and
implement projects -- to undertake tLhe projcct-appropriate acti-
vities of the PRMC. To do this would require some of the counter-
part funds to be programmed into appropriate project activities of
the individual donors. "Appropriate"” activities might be related
Lo cereals marketing dircctly, or it could be in an indirecct way,
such Lransportation, infrustructure, and trade policy.

PRMC's activities would be Timited to activities related direct-
ly to policy reform and perhaps to the administration of the two
credit programs already started. The FPRMC cannot possibly take on
more activity than this without, an increase in staff at the secre-
tariat. Donors could decide to program more or less of the counter-
part. funds gonorate by their food aid contribution depending on the
needs of the PRMC to support. policy reform. The PRMC should avoid
being seen as a place whoere ad_hoc requests for budgetary support
Crom the GRM. Money should hoe programmed at least six month in
ndvanoe'. PRMC now is attempting to formulate a multi-ycar budget
to aid in this process,
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'V. Findings and Comments on the Benchmarks(%)of the USAID PRMC

Program

I. Cereals Marketing Liberalization

A.

Coarse grain marketing liberalization will be maintained.

Findings/Comment- Met 100%. One of the original reforms
in 1981, merchants have been free to buy and sell coarse
grainsg legally for 7 years. Transaction costs have been
lowered for producers, traders, and consumers. There
appear to have been new entrants into the profession of
grain marketing, which has increased competition among
traders. Farmers say that it is easicr for them to pur-
chase grain all year long, with more merchants present in
rural areas.

Cercal import liberalization will be maintained.

Findings/Comment- Not met. Ban of rice imports (requested
by the multi-donor PRMC), intended as a temporary, six-
month measure, is still in place 15 months later. The ban
is likely to be lifted soon, but will probably be replaced
by a protectionist variable tax that ig supposed to remain
in place for 3 years. The rationale behind this variable
tax is to allow the ODRs to become more competitive with
the international market. However, previous history with
such tariffs elsewheroe suggests that they do not cncourage
lowered costs of production and that protection continues
beyond the period originally stated.

Paddy producers will be authorized to market their
production with private traders, provided they have paid
their levies and credit oblipgations.

Findingga/Comment- Mct 100%. Farmers have had the right to
sell their paddy to merchants since 1986, However, thig
is happening this year for the first time because the ban
on imports of rice hasg created a shortage, and merchantsg
are offering a premium over the 70 FCV¥A/kg price paid by
the ODRs. Farmers also have the right to pay their fees
in cash or with paddy .

Private traders wil' be authorized to freely purchase,
sell, and process paddy or rice.

Findings:/i}grygent; Met 50%.  Traders are now free to pur-
chase, process, and scell domestic rice, but there are
restrictions on Lhoe import, of rice from other countries.

These benchmarks are taken from the Transfor Authorization
for the Section 206, PL-480 Title 171 program diated June
15, 1984; the Transfer Authorization Amendment No.2 dated
January 21, 1988; and the PRMC PAAD dated April 18, 1987
(Program Grant Agrecment (Annex 8)).

/



E.

Action Plan for 1986/87

1'

Setting up in private banks, lines of credit for
private sector traders to purchase and store grain
(500 million FCFA from PRMC Counterpart Funds; 500
million in funds form the Bank of Africa Mali and the
Malian Bank for Credit and Deposits (BMDC).

Findings/Comment- Met 100%. The credit program for
private traders was ingstituted through the Chamber of
Commerce and the two banks. The program remained at
a level of 500 million FCFA, gsince the banks did not
contribute their portion. The program met with
reasonable success, but did not reach many traders or
purchase as much cereal as hoped. The interest rate
charged for the program was 8-£.5%, at the low end of
the commercial scale. Thisg made the program attrac-
tive to merchants not in tha target group. A new
program is being founded to try Lo recach a target
group of small-scale wholesalers,

Limiting OPAM intervention in 1986/87 cereals pur-
chases to 10,000 MT for the national security stocks
(SNS) . (PRMC Counterpart funds will fund SNS
purchase for 725 million IFCFFAL)

Findings/Comment.- Met, 100%.

Providing milling incentives for Office du Niger and
Operation Riz Mopti to open up their facilities to
private scctor paddy buyers (314 million in
Counterpart Funds ig anticipated limit.)

Findings/Comment,— Mot in principle. A system was
established in 1986/87 in which merchants could get
paddy milled at. Officoe du Niger milly for 15

FCFA/ky. However, Lhe merchants were not allowed to
keep tLhe by-productas of’ the rice milling. This hasg
proved a serioug digsincentive, and no one hag used
the program. The services of small, privat. millg are
available at, a lower cost.

Establishing a guarantcee program for rice-producing
rural development, organizatliong {ODR:) regarding
farmers payments of wiater and gervice feog (361
million FCFA is maximum anLicipated  funding
requirement, for PRMC Counterpart lFundg),

jﬁwr_lrd_ing:;/(fomnmnt,_— Mel in principle.  To cncourage the
Office du Niger to al tow its farmers to sell to pri-
vatce merchantyg, pPrMe agreed in 198B6/87 Lo puarantee
2% of the farmers! payments for water and scervices.,
However, at. the time of thig afrcement,, no farmersg
wanted to sell to Lhe private sector because the offi-
cial buying price was higher than the offera of the
merchants (who at that timoe sLill had access to

,i('
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imported rice). Hence, the guarantce program existed
for one scason and was then cancelled, with no money
being spent.

5. Providing only limited pre-financing for paddy pur-
chasing to the rice-producing ODRs (600 million FCFA
from the PRMC Counterpart Funds to Operation Rigz
Segou and Operation Riz Mopti in two tranches,)

Findings/Comment~- Met 100%. 138 million FCFA were
loaned to Operation Riz Mopti (ORM) and 162 million
to Operation Riz Secgou (ORS). ORM has paid back the
loan, while ORS has not. ORS made some poor marketing
management decisions, lost money on the operation,
and may have trouble paying back the loan. The PRMC
has discontinucd the program.

II. fmproving cercals production incentives

A.

!

Official producer prices will continue to be announced
prior to the sowing periced

Findings/Comment- No longer applicable (N/A). With the
abolition of official prices, this benchmark is no longer
relevant.

Official producer prices will be scet so as to cover
production costs as determined by ITER,

Findings/Comment- N/A. With the nbolition of official
prices, thias benchmark is no longer relevant.

Establish a grain market price information and market,
analysis system in 1988, the results of which will be
widely and freely disseminatoed throughout. the country on a
weekly basig,

Price daia collection will continuce every ten daya in
Bamako markets, and monthly on regional marhetyg, An
effort. will be made to improve the collection of producer
prices in a representative sample of rural markets.,

Findings/Comment.- Mot 90%.  An information collcetion nnd
dissemination sysiem has been designed by MSU-CESA-USAID
and CIDA, funded hy PRMC, and will be implementod by

OPAM. The program 1y likely to become a repgular part, of
the work of OPAM. Prices will be announced regularly ag
part. of a weekly radio program and in monthly bulleting.

By the cnd of 1985, a dotailed proposal will he presented
to donors for theip Financing, tLhe objectlive of which
would he to substantianlly improve agricol tural production
staltisticon,

Findings/Comment,- Mot 100%, Although not. met in 1985, an
improved system of ngricul btural astatisticy collection wag



in place by mid-1987, with technical assistance and
training components to assuro continuity of the program.,

E. In addition to producer price policy measures, actions
underway in rice-producing ODRs resulting in improved
producer incentives (improved land tenure, delegation of
tasks to producer association, flexible levies, etec.) will
be reinforced.

Findings/Comment- Met 35%. Beyond allowing private

merchants to purchase paddy directly from farmevrs, the
PRMC has been able enourage reforms in the ODRs but they
are not yet in place. One could conceivably argue that
the variable tax system on rice imports will provide
protection that will cncourage local rice farmers to grow

rice,
will

but this the wrong kind of producer incentive and
probably not encourage the ODRs to cut costs. If the

reforms proposed by donors and the World Bank are imple-
mented, the percent, accomplished of this benchmark would
increase.,

F; Action

Plan for 1986/87

1.

Setting up a farmer cooperative crodit program with
BNDA (500 million FCFA of PRMC Counterpart Funds) .

Findings/Comment,- Mot 100%. The credit program for
village associations worked quite well the first
year, even if the objectivey put. forth by the PRMC
were ambijguoug, The repayment, rate of the program
wasg over 85X on the 669 million FCFA loared. The
program did not. pfet. of  the ground in 1987/88 because
it wag late in starting and market conditions were
much better for the farmers, with less need for such
a program. :

Targeting OPAM procurcment. for the National Security
Stock to farmer cooperatives (no funda).

Findinga/Comment.~ Mot 100%. In the 1986/87 campaign,
OPAM boupht jtg 10,000 MT of cereals trom the village
associationy, at prices ranging from between 62-75
FCFA/kg ., which wasn well above the markoet, price at
the time. Thig is, not. doubt, one of the reasons for
the succeas of the village asusociation eredit, pro-
gram, It ia nol ¢lear what OPAM will do in future
buying campaidng via-d-via the cooperabtives, The
cooperatives may have Lo sabiit, n bid in competition
with other private sector participantys,

Maintaining (at leagt until March 31, 1987) the
TI9RS/BG officinl OPAM consumaoer price structure;, 95
FCEA/Iyr of conrge Hraing (millet,, sorythum, and maiza)
and 165 FCFA/kp of rice (funding requirement,
unknown).



Findings/Comment- Met 100% but now N/A. With the
abolition of official prices, this benchmark is no
longer relevant.

1. Reducing for ¢liminating all non-wheat food aid
shipments of cereals (no direct cost).

Findinga/Comment.- Mot 100%. This benchmark was met,
but is no longer applicable in light of the 1987788
food deficit. Rice ig presently being shipped to
Mali by USAID (10,000 MT) and the World Food Program
(15,000 MT).

5. Completing unfinished 1985 reform support actions
(464 million FCFA via OSRP Lo OPAM).

Findi ngs/Comment.~ Met, 100%.

ITI.Reduction in subsidics Lo the public marketing gystem

A‘

0

OPAM’g cost reduction program will be pursued and a
similar program undertaken in other intermediaries in the
public markcting systoem,

Findinga/Conment - Mot 0%, Allhough operating and
personncl costs have declined, the overall budget deficit
increase in 1986/87. The rodefinition of OPAM '3 role in
cercals marketling and Lhe cutting of gtaff by 50% will
have a positive effect on the OPAM' g budget, deficit, but
the changes have not. yet been fully implementod.

The technical assistance provided in the framework of the
PRMC will be maintained,

Findinga/Comment - Mot 100%.

Official cereal consumer prices will be determined so s
to allow taking into account, mengureg resulting in a
reduction of markoeting codtla, a reduction of OPAM' 4
deficit net. of subgidics, and a reduction of subnidies to
the ofl'icinl marketing gsyatom (excluding OPAM) resulting
from the barcemes.,

Findings/Conment - N/A. With the abolition of offj-
cial prices, thia henchmark ia no longer relevant,,

Officinl consumer prices will be adjusted seasonally
beginning in IS WATEI

Findinga/Comment - N/A. With the abolition of offif-
cinl prices, this benchmark g no longer relevant,,

Action Plan to, 198G /47

1. Enlarging OPAM' g price clientele by permitting accoess
Lo private tradery (no direct. cont),



Findings/Comment- N/A.  OPAM is no longer stocking
rice for sale, except. for a very limited rice reserve
stock.

Auctioning the 1985 rice stocks still in the hands of
the Office du Niger and Operations Riz Mopti and
Segou off to the private sector (with normal mar-
keting subsidy to be borne by GRM).

Findings/Comment.- Mot 25% {in termsa of volume). Auc-
tionsg were held at Operation Riz Segou, but not at
Office du Niger or ORM. However, due to the import
ban, merchants have heen buying rice stocks from the
ODRs.

Assessing spoiled stocks at OPAM (1 million FCFA in
PRMC Counterpart Funds to pay costs evaluation
missioa),

Findings/Comment.- Mct 100%.

Establish, with tLhe approval of PRMC, a monthly
program for the sale, by public bids, of the full
amount. of OPAM'a former regulatory stock of approxi-
mately 30,000 MT at a rate and location of galoes
which does not distort producer and trader incen-
Lives.,

Findings/Comment. - Mot 60%. OPAM has been slowly
reducing itg regulatory stocks, Howevaer, apparently
most of thig reduction has not, heen by nuction, but
by using the market price au an indicantor., OPAM did
say that they planned an auction for Lhose atocks
which remained on October 1, 1988,

Suspending rice imports on a temporary (six-month)
basis {(no direct coats).,

Findings/Comment. o Mot 50%.  Thio vas done, bhut. for a
period much longer than 6 monthea.

Lift the moratorium on commercial imports of rice by
June 1988 and develop o plan, to be made operationnl
during 1988, (o resularive rijce imports Lo meet, needs
on a morce orderly bhasia, (1987 84 tfenchmark) .,

Findinga/Conment - Mot 260 AL of June, 1988, the bhnn
on commercial dmporta of rice had not heen Fifted,
Merchant g who weg caught by the Marceh, 1987 han are
bevingt ol Vil “cpecial permits brime in 31,000 M7
of rice. This has not been cxtoracd 1o the otherp
importers of rice ey yol, Approval of o noew rice
policy a5 cxpootod within the nest coveral mont ha,
The new policy it Pul c o variable tax on itmported
rice and o oto Le gn plhace for o period of three
yeara.  Thin protectioniat memnaure i omeant to

V-6



allow Malian rice producers time Lo lower their costs
of production to better compete with the interna-
tional market..

Maintanin the national grain scecurity stock at itsg
approximate curreat average annual levels of 60,000
to 80,000 MT, not including fluctuations for reasons
of stock rotation or cmergency usces.

Findings/Comment- Met. 100%.

Prepare a GRM plan prior to the end of CY 88 to close
OPAM buying centers in the surplug producing areas.

Findings/Comment- Met, 75%.  Some OPAM facilitieus in
surplus are already being rented out., with more
facilitiecs scheduled €5r the 5aza by the end of the

year.
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ANNEX A
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Anoex A - Table 4.2
Available Cereals in Malf
('000 ¥1)
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867870 1,095 ) 1,282 0! 0! 0 R T G0 207290 491,05 359! 1.0%7  3.6%)
87/88) 1,482 % 1,014 030 0 ) o0 Y 04 20010 301,134 9180 2,650 6!

...............................

hve. § LS 805 1.2 8.

Source: Revue du Secteur Agricole du Keli, Ministere de L'Agriculture, Nov. i987
Statistice from Office Statistique des Communautes Buropeennes,
"Statistique de Bage, Agriculture, Blevage, 1988, pp. 17 & 21

Note: Total Available Domestic Cereals assumes that 75% of the millet, sorghua
and safre i 2vajlable for coneusption after processing and storage losses
and seed set-acide, while the sane figure for rice paddy would be 55%.






Annex A - Table A&.4

?m:nszo:"m:z.
1980/81 1651,82 1992759 1583/84 1984/85 1985/86 1986/87
1 - CHARIES
Stock inttgal TSN, 57 1218,915 590,56 394,41 258,59 7049,8
Acnats 3’7 3%41,27 L656,815 3783,73 2963,82 7506,28 832,8
Mil Mals Sorghe XD 932,255 1250,795 910,99 192,31 1985,28 -
Uz pasey ND 788,615 3232,27% 2594 ,65 2554 ,07 31050, 50 -
3le XD 1,775 0,22 - - 8,46 -
Produit Phvtosantt, ND 2,35 20,46 5,26 3,50 29,69 -
E XD 216,245 153,065 172,84 17,94 438,35
1388 1963,6235 2238,31 2819,20 675,85 3040,4) 1797,3
262 270,145 285,395 275,12 302,86 319,70- 317,6
ND 53,7 55,45 52,82 71,50 35,15 54,4
ND 2590,5 262,185 272,21 235,31 424,68 L93,8
XD 252,2 231,885 102,71 111,73 9%,00 353,2
N 3s51,5 291,665 284,39 200,33 765,23 .
o - J62,27 1087,69 1LLG 32 856,20 o
ND 96,8 127,155 118,55 134,51 132,44 23,9
54 488,4 466,0) 450,64 22,13 211,21 282,8
- « {28,7) (51,5) (134,44) (22,13) (211,21) -
171 200,2 155,285 155,07 159,35 176,82 164,58
““”‘“”"ﬂm). ‘56519,&- §114,04 715,49 -6034,08 10805,30 1C279,5¢9
ND 1218,9 590,56 394,41 258,59 7649,83 5818,45
3848 33686, 5732,855 k319,72 J262,11 1381,19 2508,9
o] 531,77 1531,685 1035,86 298,20 192,23 -
ND 2715,9 4030,83 31%0,93 2872,30 151,71 -
ND 0,99 0,53 . - - -
Sazs o 17,6 169,85 142,93 91,61 37,25 72,77
8 387,33 1056,42 148),72 941,18 -
XD 0,79 2,9 6,72 36,75 TT.70 -
8,7 5,9 2,01 2,65 7,28 -
403,) 158,51 1087,69 1444 12 356,20 ; .. :
6690,8 5810,55 5004 ,42 9972,20 8800,1

- 1382,14 ~ 1029,66 - —-833,10 - 1479,8
750 846,7 543,59 36,15 L4, 18 -
16,8 7,88 - - - -
2 6 8 21 '61 -
Frais geézéraux PRIC o 82,5 121,59 690,10 §4e2 1 J"l -
. 149,25 329,13 3545
Frais génézaux CNAVS |, Sus., 328 172,66 1z,0 ’
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Source: OPAN

Annex A - Table 4.5
OPAN Staff Distribution (As of January st each year)

After
1975 1879 1981 1983 1984 1985 1486 1987 1988 BReorg.

183 M9 320 261 2 69 1 243
003 107 37 94 g9 15 7
[ R T R R L
o8 11 38 82 19 48 s
6 ML 1200 1200 416 103 83 gy
6% 1 tr o8 o g g
ST 70 58 58 58 51 54 sy
88 05 66 61 15 61 g8

..............................................................
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Page B.!

Contribuer 1 r&é-
quilibrer les rd-
les respectifs des
secteurs public et
orivé ) tous les
niveaux de la com=-
rercialisacion

MESURES A APPLIOVER.

}.1. Consolider la libérali-
B satign du rcommerce du

paddy & 1'0ffdloe du’:

Niger =& a. 11om,
1'0ORS ot-la.CHOT,

~

1.2, Promouvoir la vente
B du riz usiné par les
ODR rizicoles

1.). Renforcer la capacité
B da commercialiser du

fecteur privé,

ANNEX U

. JUSTIFICATION

1.1. Assurer la fluidicé

c du mavché et réduire
lec d6ficic de la fi-
lidcre céréalidre

2. Conditlion nécessalra
pour ré&duire lo défi-
cic de la fili2rva cé-~
réalilre

o-

1.3, Permectre au . Al"rur
€ privE de sa subs .-
tuer, progressivi ac*¢
aux organismes fu-
blies de commercia-
isltion‘ Yy cumintls
your 1'exporl.tilon

1,1.Disparition effec-

CIBLES

ctive Ju monopole

des ODR sur le com-~

merca du paddy d2s

le débuc de la cam~

pagne 1986/87

- Assurer une sensi-
bilisacion adéqua-
te des agents écono-
miques concernés ;|

-~ Encourager les ctran~
sactions entre les
groupementy de pro-
ducceurs ec les com-
mergants privés ;

- Ucilisacion de cricd-
res- d'évaluacion ba-
s&s sur 14 production
sbtonuo.etnon sur le
tonnage commercialisé

-~ Transferc des opéra=-
tions de crédic des
ODR 2 la BHDA ou 2
des coopératives d'&-
pargne,

{.2.- Procfdar 2 la vente du

p riz usiné aux commergancs,

privés pac appal d'offra
avec un prix plancher au

moins €gal av prix de re-

crocession & L1'OPAM,

- Mainclen durant une pé-
viode transitoire d'une,
aubvention degrossi-
vo aux -ODI sur tout
tonnago commorciali-

ads

1.3.a) Assurer des uia-
D ponibilicés adéqua-
tes de crédic;

b) Appliquer une po-

litique de transport
incicacive.

¢) Renforcer les me-
sures favorisanc la
stockage non public;
d) Collécter ec diffu~
ser l'information sur
1'offrc et la demande
du marché,

1.1,
E

EEEETS ATTENDUS,

Ré&duction du
volume de pad-
dy commercialia
s& par l'engem.
ble des ODR ri=~
zicoles.

1.2.a)Réduction
E Ju volume
des riz i~
vré A 1!
1'0PAH par
leas ODR

v)réduccion

des besoins
en subven~

tion de la

filidre cé-
rfalildre

.3.a) Aélioratio
E  de la fluidicd
du mazché,

b) Diminution
‘es couts e
conmercialisa-
tion de 1'éco-
nomie nationa-
le,

¢) renforcemn
de la concurre
ce rur le mar-
ché céréslicr,
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OB ILCTLES

poursuivre une po-
litique flexible
d'ajustement et de

pioration Jdu marché

cCréatier compatible
avec les ressources

de I'Etac.

MESURES A APPLIQUER

12,1, Rechercher une mafl-
leure adéquation de 1! '
offro et do la denande.

n2.2.Rechercher uno plus
arande cohérence dtin-
tervention du secreuy
public, avec les couts
da revient de conmer-
cialisation et 1'évo-
lution du marché,

32 3 Stimuler la Jdeman-
de de céréales cn
fonction des capaci-~
tés de production lo-

cale .

p+2-4 Protéger le marché
intéricur des céréa-

les

Bi2.S Contribuer A anin
mer o) Drocessus de
coordination des dif-
férentes politiques
cér€alidres na tlona-
1ac dang Ja v€plon

{gﬁIIFfﬂ\TION

CR.1. progrouiaa varu

la stcuritd cérca-
lidre,

C.2.2 Optimiser 1a
stabilisation du
m arché par le sce-
teur pu blic dans
1tespace et dans le
terns, .

C 2 3 Rentorcey la
tendance vers 1a
ségurité alimen-
taire ¢

C.2.4.Dévoloppor 1a
production céicalidre
locale

C.2. 5 Evoluer vers tng
cfcurfts ctréalitie
yépionale

CIBLES

nz2.1.a)Cantribuer A
améYiover les cir-
cuits ' inforna-
Lien penanente de
tous les participants
au maché,

DL 1.b)Maintenir un
différentiel da prix
3 ]a consommnarion fa-
vorable aux céréales
saches, nil/maYys/sorgho
pav rapport au riz =t
au LLE.

D2.2:a) Dimensionner les E2
sctivités comnerciales

Jdo 1'0PAM en fonction

(da scs ressources, de
1'évolution du mnvché

et de ltcbjectif Jde
stabilisation .

L) Swbstituer rro res-
sivement dds 1187/88

lo systdme d'ajpel d'of-

(re au systdme actusl

des prix,d'dnzrnvcntion,

sauf pour 1'achat du pad-
dy dans les ODRt rizicoles

o) En co qui con=-
carne lo paddy
un midcanlame
aupdcifiqia du
soutiaon Joa prix
domouro NACes -
sairoe

p2 3 a)lnciter la misea en
pluce des mesures de
trans formation de miis
Jocal pennettent d'en
faciliter 1'éconlement

b)Favoriser 1'tcoule
mont des céréales
dins 125 pavs voisins
loysque le tunnché i,
L&ricur le peanet

D.2.4 a) Mise en appli-
cation de drairs
apmopriés suy 1t
partation de rit et
ds ble

L) Mainteniy pour
Je 1iz et mettye 8
vigueur pour le blé
e tare QS nesdu-
lable sulvant la con-
jonctn e

¢) taftriser les
frnportations ot les
aldes do cérfales
Jans le pays pir nne
coordination (ffecti~
ve de 1'ensenlle Jdes
intervenants dans 1a
wlitique céréalritre
(CHW.‘;-HIPM(.M-HIHI -
OPAM-PIRTI-Chanoae da
Comrerce)

D.2.5 Rechercher wie artl- E.2.8

culation des pcliti-
ques céréalities natio-
wales cohfrentes avec
Jus objectifs ef possi-
hilités répionales

_El:'FE»TS ATTEH NI
o2 a)flonTione T
trransparonca
marchd,

E.2,1,b) Effot it
subatitution

ontro iz ot Ui
rdalos

wbchoy

n/M/s

2 a) Plus
grande inté-
penduance ti-
pancidry e
VORAH,

b) Phs
grande sou-
nlesse dradap
tation 3 1
évolution a
wrchd,

£2 3 a) Laversa-

fication
myrché du
nars et meil-
Jeur soutivi
Ju reventt
ploduclcur.

b)Souticn
doovevenu aui

cale,

E.2.4 a)Diminunticn

des juportalica.
Jde céréales

b) PEvéputs
des prix assuran
Jus TESsSOoIuy o
la f“iélc LUt
11die

¢) Contiluw
A pentabidiser
fnvestlsseints
Jrblics €t i
dang la oot
apricole

Optimisation
de 1'utilisation
des Te850ce b
pionales

W1



., Participer au processus
de réforae des organisces

pubticy Je conrercialisa-

tiote

B.).!1. Reddtorminor loa
tachos des organismes

publics.’

3.3.2. Dininuer lus colits

de gestion des orpanis-

mes publics

2.3.3, Appuyer et rosponsa~
billser la sccteur non
public dans la cadra du

tronsfert des tiches

C.J.l.Pervcttre au sccteur

won public de se subsei-
tuer proprcusvivenent aux
orpganisices publics da com~

merciallsation

C.3.2., Renforcer V'efflcacicd

des organicmes prblics

€.)3.,). Uynsalecr la scctour

non publie

D.3,1, a) O, P.aA.M,

L'OPAlf cn conccrtation aveu
1o secteur nou public duevre
Cérer un stech dao sécuyi-
céd

. Diffuscr 1'inforcacion

relative au MarchC Céria-
lier aux diffdvuerte inter
venants concerrnly

, Contribucr ) stubiliscy
le narché cércalice par
1'emploi d'une gacee ¢'ic
terventions adaptées ) la
conjoncture (izportations
commerciales, contrate
d'assurancer alicentaires
aides alimentaires, ex-
portations, Inforoacien,)

Clrer l'aide alizentaire

corcalidro qui lul
est alloudoe
b) OFFPICE DU NIGER

ET_oDR RIZICOLES

- Soutenir le processus

da ré&forca Jdes OLR very

. des orpanfsces Jde prusia-

tion da sarvicoes

Faciliter 1'accession des
rizeries 3 1'autoncoia de
gescion

Accroftre le voluce de paddy

ueing pac lew vizerlces gour
dos ticra
poursuivies T tpanslert dos
opératiors Jde crédit 3 Ja
BNDA et lo transfert des
spprovisicenesent d'intranty
sy sectavy privd
-~ modifler les statute CRH et
ORS peruettant lour Aigilt-
L€ au scctenr bancalre,
D.Y.2, Voursuivee 1o rbluction
des charges de 1'5PAN
wocoul de revient Jansg les
GOR doiventl €tie couvert
par Yes redevanccs
- geduize les codty de te-
vient d'usinage Qo opalddy
D). )o-mettie € teuvre un 4yt
e d'ivforwstion des gar-
chis jour {906/
- COREACEar une patl profres
slvement fopurtante des rey:
soutces du fords de contre-
partio pour appuyer la wec-

teur non public
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OMJECTIIFS.

MESIRES A APPLINUER

B.3.4. Cbtenir 1'autononia de
gestion des crganlsmes pus

blics

JUSTIFICATION

c.l.4. Rulponsabﬁlllcx lo cec~
tevr pullie pous ancliorer

1a renvaliilicé Ccoroniqua

cinLEs

'e NMonforcor la capncitd

dos AV A assurer un 18-
1o accru dans la conual
cirlisation ot lo stoc-

kage dos cirdalos.

- Tranafdérur progressive.

maent l'approvisionnawe
doa SUP sur ssctaur noi
public

D.3.4, Pour 1'0PAM

v Irviter Jes reprecens
cants du scccour prvivé
‘au Conseil ¢'aluiniciraticn
da 1'0PAM

- autorkser 1'ora4 3 uctilliser
sur una Lage pergarerte,
les systicet drappasdtal-
fre

~ ¢ernor on Direezeur Clrelval
de 1'Cralt pleine auterenic
er. c8 Cui ccreerra taoges
licique ¢e gestion ¢t Jo
recunération ¢u persornal,

- gudit annucl et cortrlae

perranent Jes stochs

Pour | ",_QDR

- autoriser 1'espoctation du
ciz de haute qualicd

- encourager les GOC s vepdrn

leur riz sur sppels d'o!fs
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Annex C
MEMORANDUM

To: Tracy Atwood, ADO Date: June 20, 1988

From: William Scott, Consultant, PRMC Evaluation

Subject: PRMC I1, Couwments and Recommendations

1) Issue- Should the role of the PRMC be restricted largely to
policy issues, rather than implementation of programs? Doecg

the PRMC scceretariat have the staff to design and implement
programs?  Should the donors, agencies designed to do thig,
take reuponsibility for specific programas of PRMC?

Comments-  This is a complex issue which has important ramifi-

cations for the direction of tthe PRMC program. Higtorically,
the mission of PRMC hag been to encourage the Malian government

to undertake policy reform in the cerenls market by. of

coursce, there have been certain disagreementys between doncry

about. how Lhis wau to be accomplished and at what pace. But,

becauge of PRMC and in apite of it, reform in Malian cereals

policy has taken place aince 1981.

At the same time, it wng relatively clear how the counterpart
funds were to be spent.  The funds went to support. OPAM, ODRs, -
and other rovernment, organizations in cerealg production and

marketing. Relatively little moncy wan gpent on programs

Lrying to improve the efficiency of the privatce scctor grain

markets.  This deficiency was noted by a4 number of evaluations
looking at. PRMC 1’4 record. Thig situation haa been corrected
over the past two yeara, with money going for a number of new

rograms directed specificnll al. the private asector.
! I

Thig new emphagia on programa places PRMC at. o crosaroads.

the one hand, much of the policy reform that waua at the heart
of the oripginal PRMC program han been achicved., On Lhe other

hand, the PRMC daea not, pregently have the staff needed to
design, implement, or caretul ly monitor the new cmphagin on
programs designed to complement. the policy reformg,

Furthermore, the succesaful programming of loonl currency be-
comes even aore difficult when donors must agree Lo the objec-
tivea of onch projgram, Under the present. gayaltem of congsengsug,
cach moemhoer invariably wanta Lo insert. Ltheir goal into the pro-
gram, Two thingag regult: 1) Programs hecome encumbered with
mulbiple jronia which make implementation even more difficult,
than normal (oL, the merchant. credil, program which i Lrying

to increaae credit, Lo the private sector and also Lrying to

ensure storage of cereala over Limoe), 2) Everyone compromines
in the processs, Perhaps woe afree Lo n program that normnlly

would not be acceptable under USAID policy guidelines in arder
Lo get something olse we want, (.. nceepting n protectionint

variable tariff for credit, programs to the private nector),

Cc-1
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To resolve this dilemma, PRMC has o number of optiong. Iirat,
the PRMC could continue on its present course, undertaking new
programyg and denling with policy issues ag they come up. This
would undoubtedly require incrpnecd tlan at the PRMC secre-
tariat. The Conadiansg suggested that a consulting firm (presu-
mably local) be hired to more cnrefully monitor programs on a
continuous bauiy, paid for by the counterpart fund, Mpore
careful annuatl plantuing of the workload wias also sugpgested by
the Canadian report., Responaibility for certain tasks would be
assigned to individual donors throughout thoe year,

Second, the PRMC could concentrate on policy reform and less on
p—r—n_;:rumu, using local currency more for budget. support to the
GRM. Thiy method would be causjor Lo ndministrate and concen-
trate PRMC time more on policy issuca than program objectives
and adminiatration. The Malian jovernment hag been known to
change itg mind on policy reform, and thig method could snfe-
guard the reforms that have heen made, However, the PRMC might
want to expand ita policy Framework to arcns outgide of cereals
marketing such asg agricultural production policy, trade, and
trangsportation.

Third, the PRMC could continue to debate policy isuues nnd
provide a certain wmount. of loen| currency in support of thia

while turning over project amplementation to particular donora:

The PRMC would no ~anpter ddebate Lhe specitica of a project .
design or implementation but only the general intent nnd how
Lthe project fita in with the overall PRMEO prosgiram. Donors
would be froe to une the Focal currency generated by their food
aid, with o conteibntion to the "policy fund” of the PRMC.

Naturally, there are jrood and bad points to ench of these
opltiona.  The ipat option provides the most collective clout
for the prMe, Ftoadso requives the moat, Lime spent in PRMC
meetinga debating the piograng and deciding how work ia t.o be
divided, PO requires the moat compromise on policy iagusucs and
provides the leaat control over the Tocal currency resourcen
denerated by US food aid. The Second option ig the eagiegt,
from o projfiramuing point of view, and yriven thoe budpetary
crunch of the Malinn sovernment, might be very usefual, Locnl
currency vould necd to b programmed in advance g support of
specitic policy changea ta nvoiidd precemenl requesta of the
Hovernment for Cinancial band arda, This option would algo
require a further analytic offort Lo Formulate policy roform
insues,  The thigd option reduces the collectve pover of the
PRMC but placea a farther cophiasia on the inplementntion of
programas which have clearly defined objectiven and nre heing
implementod gndeg the rolat tvely riforaun standardg of the
individunl donara, Pobicy iwauea would atill e debated among
the pPuMe donors, but Timited Faryely to cereala market tnsuey,
The callect v "poliey fund” vontd Staill bLe o rennonably potoent,
nstrument vio A ovig fhe GRM, buat lesa Cime would be tpeanl by
donora Alttempling Lo apree an the apecificn of progeams,

Tt in clear that the present. gituntion under PRMC i becoming
Unnceeptable,  Something munt, be done Lo improve the
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implementation and supervigion of PRMC programs. The present
structure of the PRMC allows too much m mey to be spent. with
too little accountability and too 1itt, le_responaibility. The
secr

etariat ag presently gstructured cannot handle the workload.,
Donors are spending too much time debating gpecificy of program
implementation. The questions ias not whether Lo change but. how
to change.

[t ia the opinion of thia evaluation that it would he prefer-
able to follow the third opLion. A major assumption hehind
this preference ia that, donors would bo willing and able to
provide resources to the degign and implementation of projeatsg,
If this 1s not. the case, then the argument for thias third
option is conuiderably wenkened.  This option would provide
USAID with more control (and respongibility) over the local
currency generanted by our 'ood aid, although the GRM would
still be a partner in the adminigatration of thia loeal cur-
rency., It would also provide USAID with a4 clearer means of
expressing our policy prefereonceg vithout veiling them in the
language o PRMC memoranduma, Al the same Lime, we would
sLill have a common voice with the PEMC donora on policy
igssueqa,

Issue- Should credit programg receive more supervision than
they are presently et ting?  Should these programs be made the.
redpongibility of specific donor ag suptgested above?  What
Kind of degsipgn offort jg needed to assure than the conditionga
of the credit programag e both reasonable and workable?

Comments - The implementat jon of the credit program for mer-
chuants, in particular, haa lefrt much to be degired,  The choice
of the Chamber of Commerce cxeluded aloost a priori merchantes
who were not members of o certain "in" pgroup at the Chamber,
Storaye an Chambior of Commerce warchousea wag not, satiafying
Lechnically or Financially, The prain wuny poorly atored and
the avag Fability ot auitable storapge uaa nol. eatimnted
correctly, The charpges for storage vere atl loaat tLwjce the
market. price, The management, ooy for the wvork undertialon hy
the Chamber of Commneree are now o subjoct, of dinpute, 'RMC
"Toans™ ot 60 million FOFA to the Chamber of Commerce for man-
afement. focg have not Leen paid back nor ig it clens that Lhey
will be.  The progfram started 1ate hecanse the two bank:s chosen
to dmpliment the profgram put the money into an intorest Lbenring
account for three mnonthy instead of et ing the Leendinge projyram
moving, There vere o nunbier of irrepalaoriticg in (he lending
o the money (oo much lent to one individual, money lent to
people not. knowledpgealbite in frain trading), the gone of the
money ( people pot buaying srain but. other itemn), and the
repayment. of the money (only 6GRY repayment rate among the merpr-
chant s, not inclading: non payment. of 60 mrllion FOPFA Ly Chnmhor
of Commereo),

The problems dorjve from hoth the i and Ao tuand tuplemen -
tation of the prayfeam, Some of the problems mipht, have hoon
solved at the degipn stare ude of the Chamber of Commeree,
eratimation of Storage capncity and capability, chargen for
stornge,  Othorg might. have heen prevented might. hnve boon



presented with more careful supervision ol Lhe implementation
stage-- the slowdown by thoe commercial banks, a betterp under-
standing governing the use of Lhoe 60 million FCKFA loanced to the
Chamber of Commerce.  Still othors would have happened anyway,
a normal part of the difficulty of putting tLogether a projecct
in a Sahelian country-- abuse of prescribed credit ceilingg,
misuse of monecy loaned, poor repayment. riale.

Program design and implementation must run a fine line between
being too restrictive and Loo flexible.  Credit for the private
scctor will be abugsed i there are nol gsufficient reatrictions
and not used it there are too many. To attain a balance re-
quircecyd considerabloe attention in both degipgn and implementa-
tion. It is not clear that the PRMC stat'f or Technicnl Commit-
tee had sufficient, tinge for cither. And prograng aimed at
strengthening the private sector bul pot. sufficiently well-man-
aged to prevent abuae do not nelp Lthe private sector’s cage.

The PRMC haa bheen working to solve some of the problems.  One
marketing campuign (1987/88) wag migged beenuse the PRMC wan

Loo busy with the chanpes at OPAM to concentrnte on the changes
needed with the merchant credit, program, Perhapa thig program
ig now sufficiently under control (although that remaing to he
seen) Lo remain o permanent. part of the PRMC sceeretariat’'a port-
folio. However, to assure better ag well more permanent super-
vision, it would ndvisable to have a donor take thig progran
into its portfolio ir possible, I Lthis ig not poagible, then
PRMC might add addit ton ctaft to handle jty credit. programs.

TSR VITE Should intereat pateg for the merchant. oredit programg
be increased Lo cover the cost of rick and administration, and
to dincourare miaut g teation or mianl loeation of thegce funda?
Althouph FATSIing intereat ot for the villapge nanociationg
may he difficult politically, chould they be raiged an woll on
Lthe sawe grrounds of rish and covering coagta?

Comments  Any Vime credit s avai Fable ot subaidized rate, it
Decome 4 tartet for those with political clout, Credit, thould
only be available ot pratog vhich cover adminiatrative cogtn,
lossens, and make o repayment. Lo the lender. This s difficalt
even at the maximum allowed rite, but Jopossible at 8%, Repay-
ment. rates of the politically powerful tend Lo be lover than
thome with teaqg pover Camall Farmern, gwnall vholesalery, clel),
Clearly, then, to cover costas oand make the loang leay attrae-
Live to people with pover, the credit, proyean for merchantg
would necd to increnae gty Intereatl raton,

For the villapge aanocint ton credit, program, vwhich had a bhetbLer
repayment rococd than the merchant -, there mipht, e a cane for
Keepimi the intereat rate ot B%. Hovwever, it in not olenp how
the program can be Sell Sustaining af the vile, oven with thoe

present veasonably ool (BLH%)Y rate or repayment., For thin ron-
qon, it o will almoot, undoubtedly b nhecessary Lo raise nlao the
rate of intereat. for the village asnocintion credit. program,

(
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Issuce- Should credit he cexpanded ag each Program proves
itself io be viable without, continuous injectiong of new
funds? Also, how can credit. programs be prevented from being a
"backdoor” method of price support?

Commenty- A credit program generally aims to bo self-sustain-
ing. Subsidized credit programs that do not cover administra-
tive costs and Fepayment losdges ceannot last unless donorg or
the GRM are willing to continually inject fresh capital into
the program. However, somevhat like work that expandg to fit
the tima available, aroedit programs losses tend to expand to
fit the expected level of ‘apital renewal, The PRMC nceds to
make it clear that ‘apital will not automatically ho provided
each year to makce up for losses. But then, there ig the
prohlcem of making sure that, it i4 worth gomeone' s while to try
to have a higher repayment. rate., At the present. time, with
PRMC taking all or the risk, the banks have very little
incentive to colleet their debta.  Thig could he changed.

Credit programg that have 4 stated objective of “price support®
are more likely to forgive loang not repaid in Years of abnor-
mal price fluctuation (e it. when prices go down during the
seadgon ingteoand of up, and the merchanty or village asgociations
have tosseg), Yet,, Lhere ig supposed to be gome clement of
sisk assumed by villago aggociations nnd merchant . Risk meansg
onc could win op lose, and sLill he respongible to pay back the
loan. Pprice suppori. could too cadily be interpreted as some-
Lthing that the State iy Supposed to subsidize. A loan programn
should be for the purponse of increaging the amount. of credit to
a given :;ulr—r;u(:l,nr, not. f'or providing subsidiey on Lthe yfrounds
of price support.,

Issue—~ How should OPAM Lreats jts role ans supplicr of defieit
arcay and howu ghould thigs be monitored by PRMC?

Commenta - OPAM wiig Ziven a mandate Lo supply deficit areag.
Thig can be interpreted and defined in many different wnyg. Iy
Bamalo o doficit aren because it doca not, KToWw cnoupgh grain to
feed jtaepee What are the criteria uued to decide how much
grain ia to e suppliced to an area nnd wvho will receive i, at
what price? A certain interpretation of these questiong could
lead oraM t play too large o role in cortain regiona at. the
cxpense of the private gqector,

The PRMC could work Wwith OPAM 1o provide roensonahie answers to
thegse questions and many more repgarding the provision of
deficit nreas (vwach oo the possibility or production disineen-
Live offcota or food aid in the arcag), in Zeveral, OPAM
ahould not Supply srceas that can be serviced hy the private
Sectors and whe e people hawve cffective demand for ygrain.

[aaue Should the prye consider support, of program:: Lhat,
provide the conditiong necded for a more efficient, markot such
An btranaportation inl'ru:xtmm-t.uru, credit, and Storage?  Might
it also congider programs which improve the stability of.
production siuch ag tmproved techniond pPackages (that do not
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require an increasge in price for adoption), improved of
cereals varioties, better and more affordable water control,
and diversification of crop mix and introduction of high-valued
crops?

Comments~ The answer to these questions could provide the

rationale for using PRMC counterpart funds for a broader range
of projects than ig presently the casge. Utilization of these
funds would normally be under the bilateral agencies’ control,

Issue~ Should the variable tax system be modified over the
next three years to provide a declining level of protection in
order to cncourage a lowering of production costsg with the goal

of meeting competition an international markotgy?

Commenta- One of the objectionable parts of the presently pro-
Posed system of variable taxation on imported rice ig the lack
of a prico mechanism for cncouraging cogat reduction in ocrder to
face competition. There iag no incentive for the infant indug-
try to grow up or to strive for cost reductiony. This could
become part of {the program.

Al the ond or Lhree yearg {or before), there couid be a program
which giveag a schedule of how protection will be lowered over a
period of time., pPop example, the level of protection might 5
decroage 5y annually aver o period of five years, at which timeg
average costy in Mali and in other countries will be revicwed., -
Or, the level of protection could be linked to gome index of
averayge production costa in other countricy, There are many
other forms thig reduction in brotection could take place. The
point. is that {he variable tax should not become a wall behind
which there g no incentive to achiceve cogt reductiony.

I{_(g(_:nﬂﬂhtr;)dﬂl,inn»- How should the pPRrMC vneouragfe intraregional
Lrade amonyg African countries?  Should 1. be through a pProgram
desipgned to study the iasucs and then introduce the appropriate
policieg desivned Lo remove barriers Lo Lrade?

Comment . 1p many ways, the jdea of freer int ‘arepgional trnde
amonyg Af'rican countrics in oin tLhe future, However, it ig an
idea worty sSupporting, fiprat throupgh dludy and then through
pPolicy measuren designed to encourage thoge tteps that oan be
Laken now, CilLsS i« already exploring the idea of tradoe among
African countriea,  Theip vork could gopye an o base for a
trande study Lhetweoen Mali and jtg nni;:hlmrin;: countrieqg. Thao
Study would 1ok at both the concroete possibilitioa rop trade
and the policy mennipren neceded Lo encourapge tLrade,

When the stady iq complete, the PRMC could hbopin discuagion
With the GRM of (he Appropriate policy reformsg for Mali. The
PRMC could alao Support the GRM in policy dincuusions Wwith
n(:i;:hlmrin;{ counlrieyg,
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