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1. Conditions Precedent (CP!
 

Prior to the first disbursement under the Grant, or to the issuance by AID
 
of documentation pursuant to which disbursement will be made, the Grantee
 
will, except as the Parties may otherwise agree in writing, furnish to AID, in
 
form and substance satisfactory to AID:
 

A. A copy of the signed contract between the Grantee and the Societ6
 
Electrique et Industrielle du BAOL (SEIB) and the Socitf Nationale de
 
Commercialisation des 01-agineux du Sgnfgal (SONkCOS), on the costs and means
 
of transferring the management of seed stock to SEIB and SONACOS.
 

B. A draft contract-plan between the Grantee and SAED submitted by
 
letter from the Ministry of Finance identifying specific limitations on tasks,
 
budgets and personnel ceilings acceptable to USAID will be completed by
 
December 31, 1984.
 

C.. A letter from the Central Bank confirming that oil crushing firms
 
(SEIB and SORCOS) have met the terms of their contractual agreements with the
 
GOS to (1) reimburse the outstanding portion of their debts to the banking
 
sector with respect to 1983-84 groundnut purchases and (2) pay excess profits
 
to the GOS treasury in accordance with the cost price of CFAF 153.4 per kg of
 
groundnuts. The SEIB, due to financial difficulties, will be authorized to
 
deduct selected debt service payments on outstanding investment loans from
 
excess profits due to the GOS.
 

D. Funds from this grant will be utilized only upon mutual agreement
 
between AID and the GOS on use of the funds. A written letter from the
 
Director, USkID/Senegal to the Treasurer of the GOS and the Central Bank will
 
constitute Mission concurrence in the use of Funds and permit their release.
 

2. Special Covenants
 

A. The Grantee agrees to comply with the terms and conditions of the
 
International Monetary Fund ("IRF") Standby Agreement for 1984-85, if such an
 
agreement is concluded.
 

B. Except as the Parties may otherwise agree in writing, the Grantee
 
shall fulfill the following covenants before AID will agree to additional
 
budgetary assistance:
 

i. In the absence of an IMF Standby Agreement for 1984-85, Grantee
 
will provide AID with a detailed plan to finance the Grantee budget deficit
 
through increases in external and domestic financing or reductions in Grantee
 
expenditures.
 



2. By May 31, 1985, Grantee will furnish AID, in form and substance
 
satisfactory to AID, a plan to organize the distribution of fertilizer by the
 
private sector for the 1985-86 crop year.
 

3. By May 31, 1985, Grantee will liquidate the SociftA Nationale
 
d'Approvisionnement du monde Rural (SONAR) and the Socift6 des Terres Neuves
 
(STN).
 

4. Grantee will complete an action plan for progressive transfer of
 
seeds to farmers over a 6 year period.
 

5. Grantee will develop contract-plans acceptable to AID with
 
SO1IVAC-SODAGRI and SODEVA detailing reorganization of their roles, reduction
 
in their personnel and obligations of the GOS.
 

6. A diagnostic study of the CPSP is to be completed and external
 
technical assistance to strengthen finance and management put in place along

with an action plan for reorganization of the CPSP.
 

7. The final contract-plan between the Grantee and SAED acceptable

to AID, the World Bank and the French Government will be signed by January 31,
 
1985.
 

8. The GOS will disburse its agreed upon subsidy to SAED as
 
specified in the contract-plan in a timely fashion over the life of that
 
contract-plan. 

9. The GOS will officially request that a study of constraints to
 
cereals marketing be made and that 
a plan for removal of these constraints be
 
developed.
 

10. Over the 12 months beginning with the effective date of this
 
Grant, the GOS will increase its receipts as a percentage of GDP by 2
 
percentage points.
 

11. The GOS will agree to complete an action plan for the
 
restructuring of the oil crushing industry and of SEIB in particular.

The plan will address at least three essential points: (l) measures to deal
 
with the structural excess productive capacity in the industry; (2) the
 
redefinition of the contractual relationship between the oil crushing firms
 
and the GOS in order to transfer the responsibility for profits and for
 
losses to these firms; and (3) means of reducing overhead costs in 
he
 
industry.
 

3. Special Account
 

A. The GOS will establish a special account in the bank of its
 
choice and deposit therein currency of the Republic of Senegal in amounts
 
equal to disbursements under the grant. 
Funds in the special account may be
 
used for such purposes as are mutually agreed upon by AID and the GOS.
 



B. The GOS shall maintain and cause recipients of funds from the
 
special account to maintain, in accordance with generally accepted accounting
 
principles and practices consistently applied, books and records relating to
 
the special local currency account. The GOS shall grant or cause such
 
recipients to grant to AID of its authorized representatives the right to
 
inspect such books and records at all times as A.I.D. may reasonably require.
 
Such books and records shall be maintained for three years after the date of
 
last disbursement by AID under the grant.
 

C. Except as the parties may otherwise agree in writing, the GOS
 
shall refund to the special account any local currency not used for agreed
 
upon purposes.
 



ACTION MEMORANDUM FOR THE DIRECTOR USAID/SENEGAL
 

FROM: Joel Schlesinger IChief 
Project Developmnt Office 

SUBJECT: Senegal FY 1985 Economic Support Fund, 685-0287 

I. Problem
 

Your approval is requested for a grant of $15.0 million from Section 531
 

(a) (1) of the Foreign Assistance Act of 1961, as amended, Economic Support
 
Fund (ESF) appropriation, to Senegal to be executed as a single transaction
 
cash transfer. It is planned that the total life of project funding of $15.0
 
million will be obligated in FY 1985.
 

II. Discussion
 

A. Program Description and Purpose
 

The purpose of this program is to assist Senegal to maintain economic
 
and political stability while promoting structural and agricultural reforms
 
needed to redress the underlying problems of the economy.
 

Specifically, this $15.0 million ESF grant for emergency budgetary support
 
must enter the Senegalese system by December 31, 1984 for repayment by the GOS
 
of costs incurred to the BCFAO (Central Bank) for financing of the national
 
peanut seed stock for last year's agricultural campaign. According to BCEAO
 

regulations, this payment must be reimbursed by December 31, 1984 or it will
 
be automatically reclassified as ordinary credit which is carried at a higher
 
rate of interest. Reclassification of this credit will reduce the amount of
 
new credit available to the private sector in CY 1985, and could jeopardize
 
financing of next year's seed stock thoroughly compromising Senegal's capacity
 
to produce peanuts, the principal export crop.
 

The USAID has determined that the cash transfer mechanism is the most
 
appropriate manner by which to achieve the program purpose. Upon
 
certification by the Mission Director that the GOS has met all Conditions
 
Precedent to disbursement, the funds will be disbursed in accordance with
 
mutual GOS and AID agreement.
 

It should be noted that, in accordance with the December, 1984
 
Aide-memoire sent from the Director USAID/Senegal to the Minister of Finance,
 
the covenants listed below will serve, in turn, as conditions precedent to any
 
further AID program assistance.
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B. Financial Summary
 

Life of program funding is $15.0 million to be fully obligated and
 

disbursed in FY 1985.
 

C. Analyses
 

1. Economic
 

The AID/Washington ECPR approved the Program Assistance Initial
 
Proposal (PAIP) which contained the basic economic justification for this ESF
 
grant on October 6, 1984.
 

The Mission Project Committee (PC) which met on December 12, 1984
 
found that the economic analyses contained in the Program Assistance Approval

Document (PAAD) satisfactorily justify the need for this ESF program.
 

2. Reform Package
 

Both AID/Washington (which has been in frequent communication
 
with the Mission regarding the reform package) and the Mission PC have found
 
that the reforms associated with this grant are adequate to support the
 
continuing GOS assault on the serious economic problems presently facing

Senegal. Within the context of a planned multi-year ESF package (FY 1986-FY
 
1988), the Mission will both expand and deepen the gains made under this
 
program.
 

3. Human Rights
 

Senegal is a functioning democracy and no issues exist with
 
respect to human rights.
 

D. Conditions Precedent (CP) and Covenants
 

In addition to Standard CPs, the following CPs and Special Covenants shall
 
be included in the Grant Agreement: 

1. Conditions Precedent (CP)
 

Prior to the first disbursement under the Grant, or to the issuance by AID
 
of documentation pursuant to which disbursement will be made, the Grantee
 
will, except as the Parties may otherwise agree in writing, furnish to AID, in
 
form and substance satisfactory to AID:
 

A. A copy of the signed contract between the Grantee and the Socidtd
 
Electrique et Industrielle du BAOL (SEIB) and the Sociftd Nationale de
 
Commercialisation des Oldagineux du S~nggal (SONACOS), on the costs and means
 
of transferring the management of seed stock to SEIB and SOIk'COS.
 

w
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B. A draft contract-plan between the Grantee and SAED submitted by
 
letter from the Ministry of Finance identifying specific limitations an tasks,
 
budgets and personnel ceilings acceptable to USAID will be completed by
 
December 31, 1984.
 

C. A letter from the Central Bank coafirming that oil crushing firms 
(SEIB and SORCOS) have met the terms of their contractual agreements with the 
GOS to (1) reimburse the outstanding portion of their debts to the banking 

sector with respect to 1983-84 groundnut purchases and (2) to pay excess
 
profits to the GOS treasury in accordance with the cost price of CFAF 153.4
 
per kg of groundnuts. The SEIB, due to financial difficulties, will be
 
authorized to deduct selected debt service payments on outstanding investment
 
loans from excess profits due to the GOS.
 

D. Funds from this grant will be utilized only upon mutual agreement
 
between AID and the GOS on use of the funds. A written letter from the
 
Director, USXID/Senegal to the Treasurer of the GOS and the Central Bank will
 
constitute Mission concurrence in the use of Funds and permit their release.
 

2. Special Covenants
 

A. The Grantee agrees to comply with the terms and conditions of the
 
International Monetary Fund ("IMF") Standby Agreement for 1984-85, if such an 
agreement is concluded. 

B. Except as the Parties may otherwise agree in writing, Grantee shall
 
fulfill the following covenants before AID will agree to additional budgetary
 
assistance:
 

1. In the absence of an IMF Standby Agreement for 1984-85, Grantee
 
will provide AID with a detailed plan to finance the Grantee budget deficit
 
through increases in external and domestic financing or reductions in Grantee
 
expenditures.
 

2. By May 31, 1985, Grantee will furnish AID, in form and substance
 
satisfactory to AID, a plan to organize the distribution of fertilizer by the
 
private sector for the 1985-86 crop year.
 

3. By May 31, 1985, Grantee will liquidate the Socigt6 Nationale 
d'Approvisionnement du monde Rural (SONAR) and the Soci(t6 des Terres Neuves 
(STN).
 

4. Grantee will complete an action plan for progressive transfer of
 
seeds to farmers over a 6 year period.
 

5. Grantee will develop contract-plans acceptable to AID with
 
SOMIVAC-SODAGRI and SODEVA detailing reorganization of their roles, reduction
 
in their personnel and obligations of the GOS.
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E. 	Implementation Plan
 

Once evidence has been provided that all CPs have been met, the Mission
 
will 	prepare a Financing Request for a Cash Transfer which must be signed by
 
the 	Mission Director and a GOS representative. M/FM/PAD will then schedule
 
payment through the Federal Reserve Electronic Funds Transfer System to the
 
appropriate account of the GOS in the Chase Manhattan Bank, New York.
 

Disbursement of equivalent local currencies will be made with the mutual
 
consent of the GOS and AID. 
A letter from the AID Mission Director to the GOS
 
will constitute AID consent to use and timing of fund disbursements.
 

F. 	Major Implementing Agencies
 

The management of these funds will be the responsibility of the Ministry
 
of Economy and Finance and the Central Bank of Senegal.
 

AID Officers responsible for the implementation of this grant are:
 

Mr. Norman Rifkin Mr. Henderson Patrick 
Office of Program Assistance AFR/PD/SWAP 
USAID/Senegal 

III. 	Waivers 

There are no waiver requests contained in this program. 

IV. 	 Justification to Congress 

A Congressional Notification for this ESF program was sent to Congress on
 
November 27, 1984 and expired without comment on December 12, 1984.
 

V. 	Clearances
 

The AID/Washington ECPR held October 6, 1984 to review the PAIP for this
 
grant was chaired by DAA/AFR Mr. Jay Johnson. That ECPR approved the PAIP and
 
delegated authorization of the PAAD to the Mission Director USXID/Senegal.
 

The Mission PC met on December 12, 1984 and concluded that the PAAD be
 
forwarded to the Director USAID/Senegal for authorization.
 

VI. 	 Recommendation 

That you sign the attached Program Assistance Approval Document (PAAD) 
facesheet and thereby approve life of program funding of $15.0 million for the 
Senegal ESF program, 685-0287. 



Clearances:
 

DDIR: C.Tyson O \ 

ADO: J.Balis (draft)
 

ECU: J.Damon (draft)
 

RCON: M.Horween (draft) 

ADO: N.Rifkin (dratf) 

PR'I. J. Bierke. draft) 
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ABBREVIATIONS AND ACRONYMSW 

AID Aaency for International Development
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I. Summary and Recommendations
 

A. Recommendation
 

USAID/Senegal recommends authorization of an Economic Support Fund Grant
 
of t15.0 million to the Republic of Senegal. The entire grant, in the form of
 
a cash transfer, will be obligated in FY 1985.
 

B. Grantee
 

The Grantee will be the Government of Senegal (GOS). The Ministry of 
Economy and Finance will act as the principal implementing agency. 

C. Program Summary
 

The purpose of this program is to assist Senegal to maintain economic and
 
political stability while promoting structural and agricultural reforms needed
 
to redress the underlying problems of the economy.
 

Specifically, this $15.0 million ESF grant for emergency budgetary support
 
must enter the Senegalese system by December 31, 1984 for repayment by the GOS
 
of costs incurred to the BCFAO (Central Bank) for financing of the national
 
peanut seed stock for last year's agricultural campaign. According to BCEA.O
 
regulations, this payment must be reimbursed by December 31, 1984 or it will
 
be automatically reclassified as ordinary credit which is carried at a higher
 
rate of interest. Reclassification of this credit will reduce the amount of
 
new credit available to the private sector in CY.1985, and could jeopardize
 
financing of next year's seed stock thoroughly compromising Senegal's capacity
 
to produce peanuts, the principal export crop.
 

The USAID has determined that the cash transfer mechanism is the most
 
appropriate manner by which to achieve the program purpose. Upon
 
certification by the Mission Director that the GOS has met all Conditions
 
Precedent to disbursement, the funds will be disbursed in accordance with
 
mutual GOS and AID agreement.
 

It should be noted that, in accordance with the December Aide-memoire sent
 
from the Director USAID/Senegal to the Minister of Finance, the covenants
 
listed below will serve, in turn, as conditions precedent to any further
 
program assistance.
 

D. Conditions and Covenants
 

In addition to Standard CPs, the following CPs and Special Covenants shall
 
be included in the Grant Agreement:
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1. Conditions Precedent (CP)
 

Prior to the first disbursement under the Grant, 
or to the issuance by AID
 
of documentation pursuant to which disbursement will-be made, theGrantee
 
will, except as the Parties may otherwise agree in writing, furnish to AID, in
 
form and substance satisfactory to AID:
 

A. A copy of the signed contract between the Grantee and the Societ6
 
Electrique et Industrielle du BAOL (SEIB) and the Socift6 Nationale de
 
Commercialisation des Olagineux du S~n~gal (SONACOS), on the costs and 
means
 
of transferring the management of seed stock to SEIB and SONACOS.
 

B. A draft contract-plan between the Grantee and SAED submitted by

letter from the Ministry of Finance identifying specific limitations on tasks,

budgets and personnel ceilings acceptable to USAID will be completed by

December 31, 1984.
 

C. A letter from the Central Bank confirming that oil crushing firms
 
(SEIB and SONXCOS) have met the terms of their contractual agreements with the
 
GOS to (1) reimburse the outstanding portion of their dabts to the banking

sector with respect to 1983-84 groundnut purchases and (2) to pay excess
 
profiLs to the GOS treasury in accordance with the cost price of CFAF 153.4
 
per kg of groundnuts. 
 The SEIB, due to financial difficulties, will be
 
athoriLzd to deduct selected debt service payments 
on outstanding investment
 
leans fro excess profits due to the GOS.
 

D. 
Funds from this grant will be utilized only upon mutual agreement

between AID and the GOS on use of the funds. 
A written letter from the
 
Director, USAID/Senegal to the Treasurer of the GOS and the Central Bank will
 
constitute Mission concurrence in the use of Funds and permit their release.
 

2. Special Covenants
 

A. The Grantee agrees to comply with the terms and conditions of the
 
International Monetary Fund ("IM") Standby Agreement for 1984-85, if such an
 
agreement is concluded.
 

B. Except as the Parties may otherwise agree in writing, Grantee shall
 
fulfill the following covenants before AID will agree to additional budgetary
 
assistance:
 

1. In the absence of an IMF Standby Agreement for 1984-85, Grantee
 
will provide AID with a detailed plan to finance the Grantee budget deficit
 
through increases in external and domestic financing or reductions in Grantee
 
expenditures.
 



2. By May 31, 1985, Grantee will furnish AID, in form and substance
 
satisfactory to AID, a plan to organize the distribution of fertilizer by the
 
private sector for the 1985-86 crop year.
 

3. By May 31, 1985, Grantee will liquidate the Soci't6 Nationale
 
d'Approvisionnement du monde Rural (SONAR) and the Soci~t6 des Terres Neuves
 
(STN).
 

4. Grantee will complete an action plan for progressive transfer of
 
seeds to farmers over a 6 year period.
 

5. Grantee will develop contract-plans acceptable to AID with
 
SOMIVAC-SODAGRI and SODEVA detailing reorganization of their roles, reduction
 
in their personnel and obligations of the GOS.
 

6. A diagnostic study of the CPSP is to be completed and external
 
teclnical assistance to strengthen finance and management put in place along
 
with an action plan for reorganization of the CPSP.
 

7. The final contract-plan between the Grantee and SAED acceptable
 
to AID, the World Bank and the French Government will be signed by January 31,
 
1985.
 

8. The GOS will disburse its agreed upon subsidy to SAED as
 
specified in the contract-plan in a timely fashion over the life of that
 
contract-plan.
 

9. The GOS will officially request that a study of constraints to
 
ccrcals marketing be made and that a plan for removal of these constraints be
 
develoDed.
 

10. Over the 12 months beginning with the effective date of this
 
Grant, the G0S will increase its receipts as a percentage of GDP by 2
 
percentage points.
 

11. The GOS will agree to complete an action plan for the
 
restructuring of the oil crushing industry and of SEIB in particular.
 
The plan will address at least three essential points: (1) measures to deal
 
with the structural excess productive capacity in the industry; (2) the
 
redefinition of the contractual relationship between the oil crushing firms
 
and the GOS in order to transfer the responsibility for profits and for
 
losses to these firms; and (3) means of reducing overhead costs in the
 
industry.
 

3. Special Account
 

A. The GOS will establish a special account in the bank of its
 
choice and deposit therein currency of the Republic of Senegal in amounts
 
equal to disbursements under the grant. Funds in the special account may be
 
used for such purposes as are mutually agreed upon by AID and the GOS.
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B. The GOS shall maintain and cause reci.pients of funds from the
 

special account to maintain, in accordance with generally accepted accounting
 

principles and practices consistently applied, books and records relating to
 

the special local currency account. The GOS shall-grant or cause such
 

recipients to grant to AID of its authorized representatives the right to
 

inspect such books and records at all times as A.I.D. may reasonably require.
 

Such books and records shall be maintained for three years after the date of
 

last disbursement by AID under the grant.
 

C. Except as the parties may otherwise agree in writing, the GOS
 

shall refund to the special account any local currency not used for agreed
 

upon purposes.
 

E. Vaivers
 

There are no waivers required for implementation of this program.
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II. ECONOMIC JUSTIFICATION FOR ESF B AD
 

A. BACKGROUND
 

USNID/Senegal has been active in encouraging economic and policy reform in
 

Senegal since August 1983 when two non-project assistance activities were
 

approved: (1) a $5 million DA - funded fertilizer import program and (2) $5
 

million ESF - funded direct reimbursement CIP. The FY 83 policy support
 

package was designed to reinforce international leverage to encourage the GUS
 

to resume implementation of its Economic and Financial Reform Plan which had
 

been disrupted between September 1982 and July 1983 due to the country's
 

preoccupaton with pre and post election politics. In August 1983, President
 

Diouf introduced a number of politically sensitive reform measures which were
 
pre-requisites to the conclusion of a 1983/1984 IMF Standby Agreement.
 

A second ESF-Funded $10 million cash transfer was approved and disbursed
 

in December of 1983. The objectives of the grant were: (1) to support the GOS
 
in its attempts to meet the targets as specified under the 1983/1984 IIIF
 
Standby; (2) to finance, in conjunction with France, a shortfall in external
 
assistance required to meet these targets; (3) to initiate longer-term reform
 

in the agricultural sector. The funds from both FY 83 and E2Y 84 non-project
 
assistance packages were used to assist the GOS in reimbursing part of the
 

cummulative debts of the agricultural sector estimated at approximately CFAF
 
160.0 billion or $350 million. As a result of USAlD's assistance and the 
efforts made by the GOS itself to reimburse a total of CFAF 30.0 billion or 
$65 million in FY 83/84 the banking sector was able to ensure the continued 
availability of short-term financing for the purchase of farmers' cash crops. 
In addition, the dialogue among major donors including the World Bank, DiM, 
France, EEC and U.S. and the GOS resulted in the adoption of a New 
Agricultural Policy in April 1984. 

Policy dialogue between donors and the GOS was initiated by the World Bank
 
and the LMF in late 1979; however, only since November 1983 has coordination
 
among other major donors to promote common objectives in policy dialogue with
 

the GOS become a reality. In many respects this reinforced donor coordination
 
on key policy reforms was a driving force in encouraging the GOS to adopt a
 
New Agricultural Policy and to organize five working groups to make specific
 
proposals for the implementation of the new policy. in June 1984, the World
 
Bank convened Senegal's major donors in the agricultural sector to discuss the
 
strengths and weaknesses of the GOS's new policy and agreement was reached on
 
core measures to be taken in the following areas: (1) the organization of the
 
rural sector; (2) input supply and distribution; (3) the role of Rural
 
Development Agencies including the CPSP and (4) cereals policy.
 
Implementation of the core measures is being encouraged with technical
 
assistance from the World Bank, France and the USAID and continuous pressure
 
is being applied on the GOS to maintain an acceptable pace of reform through
 
conditionality associated with the provision of budgetary/balance of payments
 
support from the IMF, France and the U.S.
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It is in this context of renewed donor coordination and GOS concern for
 
policy reform that USAID/Senegal is proposing a third ESF-funded non-project
 
grant of $15 million. The program is designed to reinforce the process of
 
policy reform at both the macroeconomic and agricultural sector levels. Much
 
of the conditionality is drawn either from donor/GOS reflections on
 
macroeconomic constraints in preparation for Senegal's Consultative Group
 
Meeting scheduled for December 13 and 14 in Paris or from the June meeting of
 
Senegal's major donors in the agricultural sector. In the framework of this
 
particular ESF, it is obviously impossible to reflect all necessary reform
 
measures thus USAID, based on a independent assessment of the relative
 
priorities of various reforms, has selected a limited number of targets at the
 
macro and sectoral levels. Criteria for selection were as follows: (1)
 
importance of the reform for addressing underlying structural constraints to
 
improved macroeconomic and agricultural performance; and (2) the extent of
 
USAID technical expertise in the area and capacity to provide more detailed
 
diagnosis and analysis of specific constraints to reform.
 

In view of the fact that Senegal has now developed a medium-term plan for
 
macroeconomic and sector reform as part of its preparations for the
 
Consultative Group and that a new agricultural policy has been approved,
 
USID/Senegal is now considering the possibility of a multi-year ESF program.
 
(1) A multi-year program would be a more potentially effective instrument for
 
addressing essential structural reforms and would be somewhat more insulated
 
from the short-term fluctuations in the status of Senegal's relationship with
 
the ]IMF. The FY 85 ESF is therefore designed to lay the basis for a
 
multi-year effort. A final decision will be made based on GOS performance
 
with respect to the covenants and an assessment of the Government's perceived
 
political determination to maintain a sustained adjustment effort.
 

B. UF-ATE OF SENEGAL'S ECONOMIC AND FIN{NCLL SITUATION 

After four years of successive stabilization programs with the IMF,
 
Senegal's economic and financial situation is far from stabilized. A dramatic
 
illustration of this disappointing fact is the state of the economy as a
 
result of a five-month delay in reaching agreement with the IMF on a new
 
program. Although the situation is not irreversible, it demonstrates that
 
Senegal's economy remains extremely dependent on annual debt reschedulings and
 
substantial amounts of budgetary/balance of payments support to remain
 
solvent. External factors such as the rise in world prices of certain key

imports, the appreciation of the dollar against the CFAF and continued drought
 
in the northern half of the country have also contributed to the recent
 
deterioration in Senegal's financial state.
 

The GOS is encountering difficulties in paying the civil servants due to a
 
severe liquidity crisis. As a means of dealing with the crisis, the GOS has:
 
(1) suspended principal and in some cases interest payments on external debts;
 
(2) accumulated 4 months of arrears on payment of housing for civil servants;
 
(3) been unable to pay suppliers or parastatals providing electricity, water
 
or gasoline; (4) suspended reimbursement of domestic liabilities owed to the
 
banking sector and (5) been unable to make promised subsidy payments to public
 

(1) For the summary of the GOS action plan being presented at the Consultative
 
Group see Annex B
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companies. The immediate effect of the liquidity crisis is the loss of 
credit-worthiness of two critical institutions: the Price Equalization and 
Stabilization Board (CPSP) which imports rice and the National Refinery (SAR) 
which imports petroleum produc..s. E-'n the price increases proposed under the 
latest Draft Letter of Intent with the IF would not be sufficient to meet the 
immediate problem of the drying up of short-term lines of credit to fiuance 
imports. 

Senegal's economic and financial deterioration follows a year of exemplary
 
performance on the FY83/84 Standby with all performance criteria for each
 
quarter being met. While the I11F Standby successfully stabilized GOS accounts
 
over the twelve-month period from July 1, 1983 to June 30, 1984, it was not
 
effective in addressing the structural causes of macroeconomic disequilibria.
 
Furthermore, the GOS has a better track record with respect to the
 
implementation of short-term measures such as price increases, credit
 
restrictions and the introduction of new tax measures than with structural
 
reforms such as liberalization of the price mechanism, improvement in tax
 
assessment and collection, reduction in claims of the para-public sector on
 
budget resources, more judicious allocation of credit to priority sectors,
 
etc...
 

Structural measures require more continous effort and commitment from the
 
GOS to implement particularly from middle-level bureaucrats who actually
 
execute reform. Short-term measures, on the other hand, can be introduced
 
relatively easily through high-level political decisions. The administrative
 
capacity of the GOS and other key institutions obviously needs to be
 
reinforced perhaps in part through technical assistance from donors but more
 
importantly specific responsibility for execution of reforms needs to be
 
designated and periodic high-level follow-up is required. Despite Senegal's
 
less than impressive record with respect to implementation of reforms, there
 
is scope for optimism due to more focussed GOS reflection on priority reforms
 
and improved donor coordination on a core policy reform agenda.
 

1. Macroeconomic Situation
 

a) Public Finances
 

As a result of last year's successful IMF Standby, the budget deficit
 
on a commitments basis was reduced from 8.2 percent of GDP in 1982/83 to 4.7
 
percent of GDP in 1983/84 while the operating budget's deficit was cut from
 
4.2 percent of GDP to 1.2 percent of GDP. However, this improvement can be
 
attributed to a number of short-term factors including: (1) an increase in
 
grant budget support which is accounted for as Government receipts; (2) an
 
improvement of deposits in the special treasury accounts, and (3) a marked
 
improvement in the financial status of the CPSP and other correspondents of
 
the treasury due to favorable trends in the international price of groundnuts
 
and the impact of increases in domestic prices of consumer goods. The rapid
 
deterioration in the public finance position since July 1 is at least
 



partially explained by: (1) the fact that major components of the budget such
 
as the magnitude of salary payments and of fiscal receipts had not been
 
substantially improved in 1983/84; (2) the positive effects of price increases
 
have been eroded by the 9.5 percent appreciation of the dollar against the
 
CFAF; (3) the interest on public external debt which is a current expenditure
 
has increased significantly from CFAF 36.4 billion to CFAF 45.2 billion or by
 
24 percent.
 

On the expenditures side, the public sector wage bill continues to
 
increase in nominal terms at a rate of 8 - 10 percent per year. Measures have
 
been introduced to contain the growth in expenses on wages by limiting entry
 
into tie civil service but it will probably take at least 4 to 5 years before
 
the impact of this policy is directly visible on the wage bill. The level of
 
expenditures on supplies and transfers, on the other hand, appears to be
 
stabilizing at about CFAF 68.0 billion which is only 7 percent above the
 
amount for 1979/80. However, there is some indication that this figure has
 
been kept relatively low through a build-up in arrears on transfers to
 

parastatals such as S .ED and SOqkR and through an accumulation of the general 
0OS stock of arrears to suppliers.
 

On the revenue side, GOS performance is disappointing. Despite the
 

introduction of new tax measures encouraged by tne iMF over the last three
 
fiscal years Government receipts as a percentage of GDP continue to decline
 
from 23 percent in 1979/80 to 19 percent in 1984/85. Government revenue was
 
revised dowmward by CFAF 10.0 billion or 5 percent with respect to the
 
original II1F projections for FY 83/84. The shortfall can be attributed to the
 

weaknessess in the GOS tax collection process, particularly with respect to
 

customs duties, income taxes and real estate taxes. Income tax receipts as a
 

percentage of GDP have declined steadily from 5.1 percent 11, 1979/80 to 3.9
 

percent in 1983/84. Customs duties actually collected have also declined from
 

8.2 percent of GDP in 1979/80 to 7.6 percent in 1983/84.
 

Another aspect of the public finance situation which has a negative impact 
on the banking and private sectors in particular is arrears. In addition to 
arrf-ars on the ONCAD debt estimated to be approximately CFAF 140 billion, the 
COS has a stock of arrears to the private and parapublic sector estimated at 
CFAF 60 billion. The GOS accumulated considerable arrears in 1979/80 and 
1980/81 then made an impressive effort to reimburse them in 1981/82 and 
accumulated additional arrears in 1982/83 which were partially reimbursed il 
1983/84. According to these approximate figures, the total stock of arrears 
is probably at least 20 percent of GDP. The actual figure is considerably
 
higher if the arrears of parastatals are also included. Normal financial
 
circuits have been virtually paralyzed by the complex morass of debts. Thus,
 
for example, the GOS has accumulated arrears to the state electric company
 
SENELEC which in turn owes money to the company that distributes fuel which in
 
turn has accumulated arrears vis a vis the National Refinery (SAR), which in
 
turn is unable to reimburse its short-term lines of credit to the banks.
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b) The Balance of Payments
 

As a result of the safety net provided by the French Treasury's
 
guarantee of the convertibility of the CFAF, Senegal's balance of payments
 
position does not affect the overall economic situation as directly as do
 
public finances. Senegal's access to foreign exchange is determined not by
 
its capacity to earn foreign exchange through imports but by the availability
 
of local currency which is a function of domestic credit expansion.
 

An examination of the structure of the balance of payments over the
 
past 8 years reveals a gradual but continuous reduction in dependency on
 
agricultural exports to provide essential earnings. Proceeds from the export
 
of groundnut products continue to be a prominent feature but in most years
 
since 1980 receipts from the export of fish products have been larger.
 
Tourism is also a dynamic sector with export earnings growing at an average
 
annual rate of 14 percent over the last five years. Thus, there has been a
 
certain amount of diversification in the structure of Senegalese exports
 
especially since 1980. Furthermore, the reduced volume of groundnut exports
 
in 1984 resulting from a 50 percent drop in production between 1982/83 and
 
1983/84 was offset by the spectacular 80 percent increase in the world price 
of groundnut products between April 1983 and October 1983. According to the 
most recent projections, export earnings from groundnuts will drop by only 7 ­

8 percent between 1983 and 1984.
 

On the import side, the three major items are: petroleum products,
 
food, and intermediate goods which combined represent about 80 percent of
 
Senegal's import bill. In volume terms, imports have risen very little over
 
the last four years while the value has increased at an av.erage annual rate of
 
approximately 8 percent. The trade balance as a percentage of GDP has a
 
tendency to fluctuate; however, over the last three years, this deficit has
 
'ecreased from 14.6% of GDP in 1982 to a projected 10.8% in 1984.
 

The major problem area of the balance of payments is the services account
 
whose deficit has increased from CFAF 18.7 billion in 1982 to CFAF 57.2
 
billion in 1984. The explanation for this deterioration is the impact of
 
interest payments on external debt. More alarming is the fact that the
 
deterioration has been experienced despite three successive debt reschedulings
 
in 1981, 1982, and 1983. The services balance is likely to move further into
 
deficit reflecting Senegal's rising debt service obligations. Thus despite a
 
recent improvement in the trade balance, the current account deficit as a
 
percentage of GDP remains stationary at about 11 - 12 percent of GDP.
 

The capital account is in surplus and has even improved between 1982 and
 
1984 reflecting an increase in capital inflows particularly in the form of
 
budget support and savings as a result of annual debt rescheduling. The
 
overall balance as a percentage of GDP has improved consistently over the last
 
four years from 6.7 percent in 1981 to a projected 2.0 percent in 1984.
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c) 	 Credit Expansion
 

Credit expansion during the 1979 ­ 1982 period averaged approximately

22 percent per year while domestic price inflation over the same period

averaged 12.1 percent. 
This rate of expansion has declined significantly in
 
the last two years to 8.7 percent as compared to a domestic price inflation
 
rate of 9.3 percent. The above figures reveal a marked decline to a negative

real rate of credit expansion. This shift can be explained by a reduction in

the rate of increase of credit availability both to the private and public
 
sectors. 
Between 1979 and 1982, credit to the Government increased at an

annual average rate of 97 percent as compared to a rate of 23 percent in the
 
last two years. Vhereas, before the early 1980s, the GOS was only a marginal

borrower in domestic credit markets, 
it now has become a significant actor
 
with about 24 percent of total outstanding credit. Private sector credit
 
expansion which increased more modestly during the 1979/1982 period at an
 
average annual rate of 14.3 percent also has declined significantly in the
 
past two years to an average growth rate of 5 percent.
 

The allocation of increased credit availability as reflected by the lI's
 
credit ceilings for Government borrowing and overall domestic credit expansion

has been skewed in favor of the public sector. Excluding short-term lending

for crop credit, private sector expansion has been limited to CFAF 12.8
 
billion for 1984 as 
compared to CFAF 24.7 billion for the Governent. The GOS
 
was, however, able to 
limit the increase in its credit liabilities through

June 1984 to CFAF 120.4 billion or 4.5 billion below the IHF ceiling. Due to 
the lack of external financing in the July 1 to November 30, 1984 period, the 
GOS was required to use the totality of this extra margin in its borrowing
capacity plus an additional C\FAF 4.3 billion based on deposits made by 
multilateral Arab aid agencies, the University of Dakar and the National 
Assembly. Given the relatively high rate of public sector borrowing during
the first six months of FY 1934/85 and in view of the provisional MF credit
 
ceilings for the last six months of the fiscal year, Government borrowing will
 
be limited to CFAF 8.0 billion. Private sector borrowing from the banking
 
sector excluding crop credit, will be limited to CFAF 3.4 billion.
 

2. 	 The Impact of the Macroeconomic Situation on
 
the Agricultural Sector.
 

Senegal's development prospects will continue to be heavily

influenced by the macroeconomic situation. Austerity measures to reduce GOS
 
expenditures and improve the balance of payments have affected the
 
agricultural sector perhaps more 
than any other. Conversely, accumulated
 
agricultural debt and 
the rising costs of government intervention in the
 
sector have contributed to Senegal's present economic difficulties. One of
 
the motivations for Senegal's new agricultural policy was the recognition that
 
the GOS could no 
longer afford to continue its current level of subsidies to
 
the agricultural sector, particularly given their insignificant impact on
 
agricultural production. A phasing-out of government involvement will leave
 
farmers without the financial cushion they have come to expect during drought
 
years. 
On the other hand, delays in the release of state funding have caused
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serious problems for farmers and for RDAs. Thus if effective alternative
 
systems are created, a reduction in government involvement could eliminate
 
some major obstacles.
 

Since the beginning of the 1980's, the capacity of the GOS to continue:
 
(1) managing and subsidizing the national seed stock which costs approximately
 
CFAF 12.0 billion per year; (2) distributing and subsdizing fertilizer which
 
cost CFAF 3.0 billion in the peak year of 1981/82; (3) subsidizing operating
 
expenses of agricultural parastatals which cost approximately CFAF 11.2
 
billion in 1982/83 and (4) assuming financial liabilities of the liquidated
 
ONCAD estimated at CFAF 140 billion has reached a breaking point. The result 
has been the declining quality of oervices provided to the agricultural sector 
which manifested itself in increasing delays in the provision of inputs, the
 
breakdown of the agricultural credit scheme provided by certain RDAs and the 
increasing inability of extension agencies to function effectively due to a
 
lack of funds to cover operating expenses.
 

Another related impact of the mcroeconomic difficulties stemming from past 
abuses is the lack of liquidity in the banking sector for agricultural 
lending. Government decisions to cancel farmers' debts to ONCAD over a number 
of drought years, farmers' refusal or inability to reimburse short-term credit 
obtained for purchases of inputs and food, the refusal of oil crushing firms 
who are now purchasing agents for groundnuts to reimburse crop credit in a 
timely fashion, particularly when the GOS owed subsidy payments to these
 
companies, and the inability of RD~s such as SkED to reimburse loans from the 
domestic banking sector according to schedule have not only reduced the
 
general availability of funds but have also convinced local bankers that
 
lending to agriculture is in fact a bad risk. Thus, the share of agriculture 
in total outstanding domestic bank credit has declined from 7.2 percent in
 
1978 to 3.0 percent in 1981.
 

As a result of the GOS inability to continue to subsidize inputs from
 
budgetary resources pricing has been reviewed although not coherently. The
 
produc2r price of groundnuts was reduced from CFAF 70/kg to CFAF 50/kg with 
the 20 CFkF difference being allocated to defray some of the costs of the seed 
stock and most of the costs of fertilizer distribution. With respect to food
 
crops the GOS does not assume the expenses of input distribution and producer 
prices have been increased recently to reflect partially the increase in the 
cost price of fertilizer. These relatively ad hoc price measures should be 
adjusted following a comprehensive study of agricultural pricing at each stage 
of production and for each crop.
 

The GOS' financial difficulties have also undermined its ability to
 
achieve the redistribution objectives formulated for the CPSP. Based on the
 
price equalization function, the CPSP's mandate is to: (1) maintain reasonable
 
prices for imports of basic staple goods and stabilize the consumer prices of 
these goods against short term fluctuations in international prices; (2) 
protect a stable producer price for Senegal's agricultural exports (groundnuts
 
and cotton) against short-term fluctuations and (3) guarantee profit margins
 
to agricultural processing companies (e.g. oil crushing firms, tomato plants,
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sugar company) against risk resulting from either international price
 
fluctuations in the face of fixed producer prices or from high overhead costs
 
in the case of low agricultural production. In the period from independence
 
through the late 1970's, the CPSP was basically able to balance its accounts
 
and in some instances generate a surplus through profits earned on the
 
groundnut sector. These profits were used to defray subsidies on imported
 
consumer staples and to provide transfer payments to other processing
 
industries such as the sugar company. Since 1978f79, the CPSP has been
 
operating on a veiy tight cash flow basis which has prevented it from
 
continuing to guarantee relatively high producer prices for export crops and
 
simultaneously reasonable consumer prices for imported rice, sugar and
 
vegetable oil.
 

3. The Agricultural Situation
 

Senegal's agricultural situation is highly dependent on both the quantity
 
and spacing of rainfall. The drought in 1983/84 was the primary explicatory
 
factor behind the dramatic decline in agricultural output of both export and
 
food crops. According to the most recent GOS data, export crop production
 
fell. by almost one half between 1982/83 and 1983/84 with the brunt being borne
 
by groundnuts. Cereals production declined by approximately 30 percent
 
between 1982/1983 and 1983/1984. Average rainfall decreased by 36 percent
 
between 1982/1983 and 1983/1984; however, both of these years were below the 
mean rainfall for the 1961/1984 period. The drought severely affected on-farm 
income particularly in view of the reduction in the net producer price of 
groundnuts from CFA 60/kg to CFAF 50/kg or by 16.6 percent. GOS practices in
 
earlier drought years (e.g. inputs subsidies, debt cancellations, low interest
 
credit, food loans) essentially cushioned farmers from the real costs of
 
drought and transferred some of these costs to the Government. However, with
 
the significant decline in subsidies on inputs causing a doubling and
 
somctimes tripling of costs to the producer and with the demise of the
 
national credit scheme, a significant portion of the costs of the 1983/84
 
drought was borne by the farmers. Preliminary calculations for 1983/84
 
indicate that on-farm rural incomes from cash crops decreased 60 - 70 percent
 
from the previous year.
 

The agricultural situation in 1984/85 is, according to provisional GOS
 
figures, significantly improved from that of 1983/84; although, the potential

productive capacity was in fact a good deal higher. Average rainfall in the
 
groundnut basin was 407.5 mm or 30 percent above 1983/84 but delays in the
 
delivery of inputs to farmers, particularly fertilizer were such that farmers
 

- (1) Production is expressed in gross terms without accounting for losses
 
and seeds.
 
- (2) The figures represent gros crop production, without provision for crop
 
wastes/losses and seed requirements. Proportions of gross production

corresponding to wastes/losses and seed requirements are estimated to be for
 
groundnuts: 21.5 percent, for cereals: millet/sorghum and corn: 17 percent,
 
cowpeas: 15 percent, rice: 21.5 percent. For this latter crop, an additional
 
35 percent represents the milling loss (i.e., from paddy to millet rice).
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were unable to take advantage of early and plentiful rains. Furthermore, a 3
 
week interruption in rains during the month of August caused reduced yields.
 
Groundnut production (1) appears to have been most affected with only an 18
 
percent increase in production from 559,820 metric tons in 1983/84 to an
 
estimated 669,230 metric tons in 1984/85. Gross cereals production increased
 
by 35 percent from a total of 533,800 metric tons in 1983/84 to approximately
 
721,520 metric tons in 1984-85. The greatest increases were registered with
 
maize and millet. The increase in cereals production can be explained
 
partially .; an increase in yields due to higher rainfall but also as a result
 
of a shift in area cultivated-from export crops to foodcrops. Whereas, in
 
1983/84 only approximately 48 percent of the total land area was cultivated
 
for foodcrops, this pcrcentage increased in 1984-85 to 56 percent. The shift
 
in cropping patterns can be attributed both to the necessity to restore farmer
 
grain ctocks following a drought year and to the farmer response to the late
 
arrival of groundnut seeds.
 

a) Input Supply and Pricing
 

Through 1984/85, input supply has primarily been handled by the GOS
 
either through the RDks or through the Government input supply company SONXR. 
In the groundnut sector, the GOS maintains a national seed stock of between
 
130,000 and 120,000 metric tons. The costs of the seed stock are to be
 
defrayed by a levy or retained earnings system whereby farmers contribute CFAF
 
15/kg of groundnuts marketed. The maintenance of the stock costs the
 
Government approximately CFAF 12 billion per year which means that the seed
 
stock can be entirely financed through the retained earnings system only in
 
years where 800,000 tons of groundnuts are marketed through official
 
channels. According to statistics on quantities of groundnuts marketed, this
 
level was reached only 8 times over the last 15 years. Thus, the present
 
system for covering and managing the groundnut seed stock is not financially
 
self-sustaining and requires regular Government subsidies. Furthermore,
 
farmers regard groundnut seeds as an input to be provided by the Government
 
and thus which is not valued at any specific price. The retained earnings
 
system given the way in which it is implemented requires more efficient
 
farmers to pay more for their seeds than less efficient ones, and does not 
provide flexibility for the farmers to decide as to whether or not they desire 
to participate in the Government system. The system has also maintained 
groundnut cultivation in marginal areas where other more drought resistant 
crops are in fact more suitable. 

In 1983/84, only 342,300 metric tons of groundnuts were marketed
 
generating approximately CFAF 5.1 billion in revenue to defray the costs of
 
the seed stock. Thus the deficit is approximately GFAF 6.9 billion (see Annex
 
D for the precise breakdown). In 1984/85, the seed stock is also projected
 
to be in deficit based on the assumption that approximately 440,000 metric
 
tons of groundnuts will be marketed through official channrls.
 

The basic G0S objectives with respect to seed policy have been: (1) to
 
encourage continued cultivation of groundnuts; (2) to protect farmers in
 
drought years by providing-seeds centrally; (3) to distribute seeds so as not
 
to discriminte against less efficient farmers and marginal production areas
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and (4) to provide a relatively "painless" means for farmers to "purchase"
 
seeds in the absence of credit. Although these objectives may be desirable
 
from a social point of view the current system does not allow farmers to
 
respond according to their perceived economic advantage. Furthermore, the
 
current monopoly role of the GOS in seed distribution does not stimulate
 

efficiency and in fact exposes farmers unecessarily to the risk of delays in
 
seed deliveries or to a deterioration in the quality of seeds due to poor
 
storage conditions.
 

The methods of fertilizer distribution and payment have been modified
 

frequently over the last teu years making it difficult to assess the viability
 
of any one system. Fertilizer consumption has also varied dramatically from
 

one year to another from a low of 14,820 metric tons in 1970/71 to a high of
 
93,316 metric tons in 1976/77. In 1984/85, the GOS cancelled its agreement
 
w1ith the private firm SSEPC which was responsible for fertilizer distribution
 
and returned to the previous system of distribution by SONAR. In addition, a
 
retained earnings system was introduced for fertilizer as well as for seeds
 
with a levy of CFAF 5/kg of groundnuts marketed being used to cover the full
 
costs of fertilizer purchase and distribution. The system as implemented this
 
year has proved to be highly unsatisfactory. The fertilizer sub sector has
 
suffered severely from a number of factors: (1) the frequent shift in
 
institutional arrangements for distribution; (2) the effect of an abrupt
 
removal of the subsidy on fertilizer which created a situation whereby the
 
cost to the farmers increased from CFA 25/kg in 1981/82 to CFAF 120/kg in
 
1954/85 or by 380 percent over three years while producer prices for export
 
and food crops increased on average approximately 13 percent over the same
 
time period; and (3) the impact of the absence of credit for fertilizer
 
purchases.
 

As a result of the retained earnings system in crop year 1983/84, there
 
was ajproximately CEAF 1.75 billion to purchase fertilizer for the groundnut
 
basiL. Given the cost price of CFAF 100/kg (due to a USAID subsidy of CFAF 
20/!-) SONAR was able to purchase only 17,500 metric tons. Other purchases by 
RPIs .ere approximately 10,000 metric tons for a total level of fertilizer 
consu-ption of about 27,500 metric tons. Thus the quantities distributed 
thiough the retained earning system were negligible. In addition to the
 

insignificant amount of fertilizer available under the present system the
 
delivery of fertilizer was essentially too late to have any significant impact
 

on production. Delays can be attributed to difficulties in obtaining the
 
proceeds from retained earnings from the oil crushing firms who are
 
responsible for collecting groundnuts. The point of contention was that SONAR
 
had contracted debts with the oil crushing firms in connection with the seed
 
stock and thus these firms were reluctant to release the proceeds from
 
retained earnings for fertilizer until these debts had been reimbursed.
 
Nevertheless, under pressure from the GOS, the CFAF 1.75 billion was finally
 
released despite outstanding SOIAR liabilities but the time lost in the
 
dispute was vital to SOM.R's delivery schedule. Another difficulty
 
encountered this year was the poor quality of record keeping at the village
 
level regarding the actual amount of groundnuts marketed in 1983/84 which
 
resulted in serious irregularities in the distribution of fertilizer to
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individual farmers. 
 Perhaps one of the most important developments stemming
from the difficulties encountered this year is that there is widespread
discontent among the farmers which has convinced the GOS that change is

essential.
 

b) Extension Services Provided by RDAs 

An analysis of the major deficiencies.of--the RDAs was included in thePAAD for the FY84 ESF package (1). In 1984/85, the problems were in factexacerbated due to the inability of the GOS to provide budgeted operating

subsidies. 
Thus, the RDAs spent an ovenhelming proportion of their resources
to pay a plethora of personnel rather than to cover costs 
such as vehicles,
gasoline and other supplies and equipment necessary to carry out their
extension function. 
The already low operating efficiency of the RDAs was 
on
the whole decreased even further. 
The RDAs, with the exception of SAED, havemaintained their centralized top down approtch permeated by the basic

philosophy that they must impose development on the farmers. 

The RDAs control of actual production functions including input purchase
and distribution, land preparation, in some cases marketing and transformation
of agricultural produce, and credit has been maintained in 1984/85. 
However,

COS Failure to disburse operating subsidies and the lack of credit-worthness
of most of the RDAs and thus the inability to obtain resources from the
domestic banking 
sector have severely undermined the RDAs capacity to actually
fulfill these functions. For example SAED in the face of 
reduced GOSsubsidies, attempted to obtain a loan from a local bank to purchase fertilizer
for distribution to farmers who are 
supposed to reimburse &SEDwith proceeds
from the sale of produce. Given SAED's inability to obtain credit it decided
to withdraw its cash deposit from the bank and 
use the resources to meet the
 
salary cost of personnel.
 

RDA effectiveness in 1984/35 was most 
certainly undermined by a number of
actors: (1) the lack of operating subsidies; (2) the unresponsiveness of
local, banks and suppliers to requests for credit and (3) the uncertainty

surrounding their future contribution to the agricultural sector and the
understandable impact of this uncertainty on staff morale. 
 In many respects

RDAs are currently and perhaps to a certain extent unjustifiably, taking the
brunt of criticism for poor agricultural performance in Senegal over 
the past
ten years. High level Government officials including President Abdou Diouf
and Minister of Finance Tour( as well as many donors have 
come to the
conclusion that RDAs must be pared down substantially and direct production
activities turned over 
to the farmers and the private sector. USAID shares
these views; although it is clear that certain core extension functions must
continue to be provided through Government subsidized organizations. However,
the overall cost of the extension function proposed must be compatible with

the GOS' ability to provide budget subsidies.
 

(1) See PAAD 685-0278 pages 23 25.
-
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c) Organization of the Rural Sector
 

The organization of rural producers in 1984/85 was generally dominated by
 

the GOS and the Socialist party; bowever, particularly wich respect to
 

fertilizer distribution, some attempt was made to decentralize. This crop
 

year SONR delivered fertilizer to village sections of farmers. Although
 
there were a number of irregularities as discussed in the section on input
 

distribution it does provide a concrete example of the implementation of the
 

declared policy of the Government to increase farmers' direct role in
 

production decisions. It is now legally possible for farmers to organize
 

themselves in groups independenly of the cooperative structure; however, in
 

this crop year no significant impact was noted. The details of current GOS
 

reform measures are described in the next section dealing with policy reform
 

performance.
 

d) Cereals Pricing and Marketing
 

Despite the GOS' stated goal of acheiving greater food self-sufficiency
 

for Senegal there were no concrete developments during this crop year. On the
 

supply side, areas cultivated in food crops appear to have increased as a
 

percentage of total area planted but this is believed to be more in response
 

to last year's drought and its impact on village cereal stocks rather than as 
a result of any significant shifts in policy. The GOS has yet to clarify the 

status of private traders in the cereals sector or to define the limits of 
Goveranment intervention. On the demand side, the GOS continues to resist the 
co=ept that pricing is a key element in creating a market for domestically 
produced cereals based on its assessment that constraints to increased 
consimption lie basically with production. The question is a difficult one to 
resolve due to a lack of reliable empirical data regarding the price 
elzAt,.cities of supply and demand for various cereals. Nevertheless, most 
dorurs are convinced that cereals' marketing and pricing problems can only be 
cverLce through the si:-.ultaneous pursuit of demand and supply side policies. 

e) The CPSP
 

The role and deficiencies of the CPSP were described in some detail in the 

FY84 PAAD. One of the primary objectives of the adjustment measures 
introduced in the context of the FY 83/84 fIF Standby was to redress the 

financial situation of the CPSP. According to the latest IMF figures the 
deficit of the CPSP improved from CFAF - 8.7 billion in 1982/83 to CFAF - 3.3 
billion in 1983/84. However, the CPSP's actual cash flow position does not 
reflect this apparent improvement. There are a number of explanations for
 

this discrepancy: (1) the I14F table does not accurately reflect costs of
 
peripheral activities such as contributions to capital increases of various
 

agro-processing businesses and the costs of sorghum imports; (2) the IMF table
 
does not distinguish sufficiently between commitments and disbursement; (3)
 

the CPSP is unable to provide reliable figures that permit the monitoring of
 
the status of any one sector at any given period in the time; (4) contractual
 
agreements betWeen the CPSP and various agro-industries such the oil crushing
 
firms, tomato processors and SAED's rice mill are generally concluded ex-post
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rendering it difficult to project the CPSP financial obligations or financial
 
receipts with respect to these industries; (5) management is inadequate and;
 

(6) the accounting system, such as it is is, in shambles. Furthermore, CPSP
 

stabilizing functions are ill-defined and its directly commercial functions
 

(e.g. grain importing) tend to distract it from its original
 

economic/financial role.
 

The GOS has been one of the victims of the lack of financial clarity in
 

the CPSP. According to IMF figures, the CPSP was to generate CFA 4.9 billion
 

in customs duties on rice imports and a surplus of CFAF 2.6 billion on the
 

rice account for a total of CFAF 7.5 billion. In reality, the GOS received
 

only CFAF 1.9 billion in customs duties for FY83/84. The GOS has requested
 

USAID to finance an audit to determine the reasons for this resource
 

shortfall. In other sectors such as groundnuts similar difficulties have
 

occurred.
 

The shortcomings in the operations of the CPSP cannot entirely be
 

attributed to factors internal to the CPSP itself. The complex function of
 

-price stabilization requires the enunciation of a coherent pricing policy and
 

the existence of an effective mechanism for adjusting prices in response to
 

shifts in domestic and international market conditions.
 

C. 	 ECONOMIC AND POLICY REFORM PERFORi!NCE
 
AUGUST 1983 - NOVEMBER 1984
 

Although the economic update is not particularly optimistic in its
 

findings, there are certain less tangible developments which allows
 
considerable scope for assuming that economic conditions can be improved.
 
First, tha GOS and donors have collectively and openly discussed the diagnosis
 
abcve an11 there is considerable agreement on the need for fundamental reform
 
at both the macro and sectoral levels. Secondly, the GOS has introduced a
 
nuiber of reforms, especially since August 1983, which if effectively
 
implcmented, should begin to be reflected in economic statistics over the next
 
3 to 4 years. Thirdly, donors have made considerable progress in coordinating
 
on the basic elements of structural reform and an informal division of labour
 
among the donors on areas of concentration has emerged. Fourthly, although
 

the message concerning the necessity of reform permeated, only slowly
 
throughout the Senegalese bureaucracy, certain of the reforms currently
 

underway such as the reduction of the personnel of RDAs should serve to
 
demonstrate to mid-level decision-makers that high-level political commirment
 

to serious reform is a reality which has to be reckoned with.
 

1. 	 Macro-economic Reform
 

The 	predominant force behind reform at the macro-economic level is the IMF
 

* and the leverage it can exercise in the context of stabilization programs. As
 
mentioned in Section I, the IMF has not been successful in significantly
 

alterring expenditure and revenue trends since 1980. Nevertheless, certain
 
structural reforms particularly if they are reinforced by donors with more
 

extensive field presence such as the World Bank, France and the U.S. should
 

begin to have an impact over the next two to three years.
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a) Public Finances
 

On the expenditure side, the public sector payroll should begin to
 
decline in real terms if the GOS continues to implement the new policy defined
 
in FY1983-84. Since August 1983, decisions with respect to new recruitment are
 
referred directly to the Office of Minister of- State who is Secretary General
 
of the Presidency. In addition, a number of policy directives were given: (1)
 
civil servants must retire between the ages of 60 and in exceptional cases as
 
late as 65; (2) civil servants who reach retirement age are not replaced
 
through new recruitment but through the reallocation of existing personnel (3)
 
new recruitment is possible only in cases of resignation or death of civil
 
servants and (4) the number of places in public service training schools is to
 
be reduced. According to the most recent 1MF figures, the increase in the
 
number of civil servants in FY1993-84 was limited to 2.3 pcrcent as compared
 
to the IN.-target of 2.5 percent. This represents a substantial reduction as
 
compared to previous years. In 1979-80, the number of civil servants
 
increased by 7 percent; in 1981/82 by 6.3 percent and in 1982/83 by 5.1
 
percent. Since June 30, 1984, the number of civil servants on the payroll has
 
been reduced further from 67,718 to 66,934. in the latest draft Letter of
 
Intent which is expected to be finalized shortly, public sector employment
 
growth will be limited to ' percent. This target appears feasible due to the
 
fact that certain schools (e.g the school which train custom officers) have
 
been closed altogether this year and admissions to schools that provide
 
teachers' training have been significantly reduced.
 

Another important elemeut of expenditures is debt service. Although it is
 
impossible to control debt in the short term, the IMF ceiling on external 
borrc;;ing with maturities of between one and twelve years is designed to limit 
borrcvring at near market terms. Since 1981/82, these limits have been 
respected. Nevertheless, there is further scope for shifting the terms of 
borro-wing. A recent World Bank study (1) which examines the implications of 
various borrowing strategies for Senegal vividly illustrates that more
 
energetic measures are required to prevent a situation where Senegal's rebt
 
service payments become economically unsustainable even assuming annual debt
 
reschedulings on standard terms.
 

With respect to revenue certain measures have been introduced; however, it
 
is unlikely that they will have much impact given the weaknesses in the tax
 
collection process. The excise tax on kola nuts and alcoholic beverages was
 
increased, the excise tax on petroleum products was replaced by a value added
 
tax, fiscal duties on imports were increased by 3.5 percent across the board
 
and certain semi-luxury or luxury goods were reclassified into categories with
 
higher rates of taxation. The 114F has focussed more on increases in effective
 
rates o. taxation than on the institutional constraints behind the capacity
 
and motivation of customs and the revenue department to collect Government
 
receipts. In 1983/84, only 22.5 percent of imports were actually taxed.
 

(1) Senegal - A study of Solvency H.Ghanem, H Kharas and R. Myers. World Bank
 
- October 1984.
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In 1983/84 the GOS made a Zonsiderable effort to reimburse arrears: (1)

CFAF 20.0 billion of arrears on outstanding crop credit from 1981/82 and
 
1982/83 were reimbursed; (2) CFAF 8.8 billion of arrears on ONCAD debt were
 
repaid to the banking sector; and (3) CFAF 2.0 billion was reimbursed to the
 
private sector. According to aggregate figures for the 1983/84, the stock of
 
arrears did not increase between June 1983 and June 1984. All DIF credit
 
ceilings were met and surpassed in June 1984.
 

b) Balance of Payments
 

On the balance of payments side, according to DIF figures, the
 
objectives set in the 1983/84 Standby were achieved and surpassed; however,
 
these figures are still provisional. The current account balance as a
 
percentage of GDP was to have been contained at 11 percent and in fact
 
declined to 9.1 percent. Import growth was reduced to 5.9 percent and exports
 
increased by 21 percent.
 

c) Other Measures
 

With respect to the reform of the parastatal sector, concrete
 
achievements were rare in 1983/84. Although the diagnotic sLudies for some
 
companies such as SAED, SONEES, SOfRkC and SENELEC were completed, no contract
 
plan between the G0S and these companies has as yet been signed. It is
 
expected that the contrat-plan between the GOS and SAED and SONEES will be
 
signed by the end of this calendar year.
 

A number of stringent price adjustments have taken place since August 
1983. The consumer price of imported rice was increased by 24 percent in 
August 1983 and the new Standby Agreement with the IMP expected to begin in 
mid-January calls for an additional price increase of 23 percent. Sugar was
 
increased by 15 percent in August 1983 but no price adjustment appears
 
necessary this year. The price of mixed vegetable oil was increased by 22
 
percent in August 1983 and by an additional 50 percent in August 1984.
 
Groundnut oil was raised by 18 percent in August 1983 and 25 percent in August
 
1984. Petroleum products were increased by 8 percent on average in August

1983, by 5 percent in July 1984 and an additional 10 percent in December 1984.
 

2. Agricultural Sector Reforms
 

Most of the reforms which have actually taken place were announced in the 
GOS' New Agricultural Policy. The pace of reform is somewhat less impressive
than at the macroeconomic level; however, many of the adjustments require 
institutional change which is clearly more difficult to implement than price
 
increases or maintenance of credit ceilings.
 

a) Input Distribution
 

In accordance with the objective of decreasing GOS involvement in
 
input distribution, SONkR has been relieved of the responsibility for seed and
 
fertilizer distribution; however, the staff of the organization is still on
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the public sector payroll with the exception of 125 permanent staff members of
 

which 99 have been hired by SONACOS and 26 by SEIB. The oil crushing firms
 
are expected to take on all of SOKAR's 730 temporary personnel leaving a total
 

of 490 people that are to be laid off before May 1985. The oil crushing firms
 
have assumed therefore de facto responsibility for managing the national
 

groundnut seed stock and an agreement £s to be signed between the GOS and
 
these firms specifying the cost of seed stock management in the course of the
 
month of December.
 

With respect to fertilizer distribution, the process of defining new
 

institutional arrangements to replace SONAR has been more complex than for
 
seeds. However the time pressure for reorganization is not as intense as for
 

seeds because fertilizer distribution generally takes place in May and June
 

while a seed arrangement was essential for December. Nevertheless, a GOS
 

Working Group has met and tentatively recommended a system which would include
 
the cooperatives, the national private sector and private suppliers and
 

producers. As part of the conditionality in USAID's FY 83 Fertilizer CIP, the
 

GOS has completed a study of fertilizer marketing which deals with the
 

respective roles of the private and public sectors. A plan which was to be
 
submitted to USAID by August 1984 under conditionality set out in the PAAD has
 

not yet been finalized.
 

b) Input Pricing
 

As described in Section 1, there is no specific price fixed by the 
GOS for the purchase of groundnut seeds. Farmers pay a levy of CFAF 15/kg of 
groundnuts marketed and the GOS has no plans to alter this retained earnings 

system in the near future. Fertilizer subsidies were eliminated in August 
1983 except for a small contribution from USAID which brought the subsidy rate 

up from zero to 16 percent. The GOS has agreed to allow fertilizer for the 
next crop year -to be imported tax free and USAID intends to use some Title I 

monies to ensure that the average cost to the farmer will not exceed CFAF 75 ­
80/kg. Due to the recent completion of the ICS chemical complex, it is 

anticipated that the cost price ex factory will be approximately CFA 75/kg. 
USAID contribution would therefore have to be approximately CFA 25/kg on 

average. The GOS and donors are also looking at possibilities of reducing the 

cost of fertilizers to farmers by modifying recommended formulae. 

c) Phasing-Out of RDAs
 

The New Agricultural Policy announced the phasing-out of RDAs and the
 

redefinition of their roles in line with the transfer of increased
 
decision-making power to the farmers. The more limited extension role of the
 

RDAs is to be basically a responsive one based on specific requests from
 
farmers. An interministerial working group has been organized and is meeting 
regularly to define the details of the GOS policy. Within the next six 
months, it is anticipated that SONAR and STN will be completely liquidated, 

that SODEVA will be reduced by 50 percent and by an aaditional 25 percent over 
the next five years, and that SOMIVAC and SODAGR- will be merged and reduced 
by 60 percent. SAED and SODEFITEX are also to be included in the new policy 
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directive although precise targets have not been assigned. The French and the
 
World Bank will be sending experts shortly to determine various options for
 
dealing with the personnel expected to lose employment. Currently Under
 
discussion are: (1) lump-sum severance pay; (2) training programs; and (3)

the provision of equipment and/or low interest capital for those wishing to
 
set up in agriculturally-related activities such as tranFport, input 
distribution or farming.
 

d) The Organization of the Rural Sector
 

Over the past twelve months, the GOS has proceeded with a policy of
 
decentralizing the cooperative movement through the creation of 4,472 village
 
sections. These sections now cover the entire country and are being delegated
 
activities such as input distribution at the local level. In addition, an
 
alternative system of producers organizations known as Economic Interest
 
Groups (GIE) was authorized through legislation adopted on May 11, 1984. This
 
law permits groups to form and register independently from the cooperative
 
movement which has traditionally been dominated by powerful political elites
 
in the countryside and which has been characterized by an extremely poor
 
record with respect to credit reimbursement. The legislation sets no minimum
 
limit to the size of the groups and requires no endorsement from the Ministry
 
of Rural Developenent or from GOS representatives in rural areas. The key to
 
the success of these groups is in how the legislation is interpreted and
 
applied. Farmers are theoretically supposed to provide the initiative for the
 
creation of these groups and for sub;equent applications for credit from the
 
new agricultural credit bank (CNCAS). 

e) Cereals Policy 

Although the GOS formulated a plan for achieving food
 
self-sufficiency in 1977, very few concrete measures have been introduced to:
 
(1) promote production and consumption of domestic cereals; (2) liberalize
 
cereals marketing or (3) to promote industrial transformation of cereals in
 
order to make them competitive with imported broken rice. At the heart of the
 
problem is the political trade-off between the present policy of importing
 
relatively inexpensive sources of food for the urban population and the
 
recommended policy of creating a market for domestic cereals which would most
 
probably lead to an increase in the cost of food for the urban consumer.
 

As a means of stimulating production, the GOS has increased the producer 
price for all cereals while maintaining the producer prices for export crops 
at current levels. Thus, in October, 1984 the producer price of paddy was 
increased from CFAF 60/kg to CFAF 66/kg or by 10 percent, the price of 
millet/sorghum was increased from CFAF 55/kg to CFAF 60/kg or by 9 percent, 
the price of corn increased from CFAF 50/kg to CFAF60/kg or by 20 percent and 
the price of cowpeas increased from CFAF 43/kg to CFAF 60/kg or by 39.5 
percent. Donors have also committed themselves to design and implement
 
integrated cereals projects which would deal with every stage including
 
production, marketing, storage, transformation and the subsequent marketing of
 
the final products. The French CCCE has already completed an initial survey
 
of how the cereals sector should be reorganized.
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On the demand side, the GOS has been somewhat reluctant to use price as a 
mechanism for shifting consumer preference in favour of domestic cereals
 
particularly given the uncertain supply situation. Nevertheless,
 
experimental projects are currently underway to determine the price

differential which would encourage consumers to shift to local cereals. 
For 
example, corn provided as food aid is being tranformed and placed on the rural 
and urban markets to test consumer response. As part of a new Standby
Agreement with the IF, the consumer price of imported rice nay be increased. 

f) 	 The CPSP
 

Although the CPSP is not mentioned in the GOS' New Agricultural
Policy, it is a critical institution and as such is part of the multi-donor
 
consensus on core conditionality in the agricultural sector. For a variety of
 
basically political reasons, the CPSP has escaped reform since 1980 and this
 
despite IMF and World Bank pressure for change. However, in February 1984,
 
the CPSP's supervisory Ministry was changed from the Ministry of Commerce to 
the Ministry of Economy and Finance. The move is potentially a significant 
one since the present Minister of Finance has expressed his desire to see the 
CPSP 	fundamentally reformed and has been the source of requests for
 
donor-financed technical assistance in this regard. 

D. 	 USAID'S STRATEGY FOR PROMOTING REFORM THROUGH
 
NON-PROGR M ASSISTANCE.
 

In view of Senegal's economic problems and the fact that the GOS has
 
defined a medium-term strategy, USXID is now in a position to set forth its
 
owrn immediate objectives and to set the stage for a longer-term effort
 
supported by a multi-year ESF program.
 

1. 	 Immediate Objectives
 

In the short-term, USkID/Senegal is proposing this one-year ESF
 
program to continue support for an orderly and politically acceptable pace of
 
adjustment in Senegal. It is difficult to determine an ideal equilibrium

between financing and adjustment. While it can be argued that the pace of
 
adjustment in Senegal would have been greater in the absence of external
 
budgetary 6upport, it is also evident that the GOS' choice under more drastic
 
conditio:is may not reinforce the direction of change which is believed
 
essential by Senegal's major donors. For example, most donors concur that the
 
Government should reduce its role in the economy and liberalize economic
 
regulations in order to promote a favorable climate for the development of the 
private sector. Given the GOS' established tradition in favor of centralized
 
control, it is unlikely that, during a severe financial crisis and the
 
consequent political instability, the GOS would choose to liberalize economic
 
regulations, thus relinquishing some of the political power it may conserve as
 
a result of its preponderant decision-making role in the economy.
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In a more restricted sense, this year's ESF grant is designed to cushion
 
the negative impact of the 1983/84 drought. Had the Government limited its
 
financial participation in the costs of the groundnut seed stock to what it
 
could reasonably finance given its liquidity position (e..g. approximately CFAF
 
2.0 billion), the size of the seed stock would have been reduced from
 
approximately 120,000 tons to 60,000 tons. Thus, in addition tn experiencing
 
a dramatic decline in purchasing power from 1983-84, drought farmers would
 
have been confronted by a situation where their earning potential for the
 
subsequent crop year would have been reduced by 50 percent.
 

A breakdown in the financial solvability of the seed stock this year would
 
also compromise the prospects for the transfer of seed stock management from
 
the GOS to the oil crushing firms. Although US.ID/Senegal's longer-term

objectives with respect to seed distribution call for substantial delegation
 
of management responsibility to the farmers and their village-level
 
organizations, it is clear that it would not be feasible to attempt this
 
transition over one jear. Thus the ESF grant serves to support the first step

in a progressive shift to decentralized seed management.
 

Another immediate objective is to demonstrate USAID's support for the
 
general directions as set out in the Government's New Agricultural Policy. 
The U.S. along with the World Bank, the French and the I1F were influential in
 
convincing President Abdou Diouf to undertake a fundamental Shlft in Senegal's

approach to the agricultural sector. Although the Senegalese have yet to
 
demonstrate convincingly their willingness and capacity to implement reforms
 
in the agricultural sector this new initiative clearly warrants at least
 
tentative donor support.
 

A final short-term objective-for this ESF program is to conserve the
 
availability of bank credit in the sector. As explained in Annex D, part of
 
the National seed stock is purchased with rediscounted Central Bank credit
 
made available at a preferential discount rate. In 1980 the simultaneous
 
dissolution of ONCAD and accumulation of CPSP arrears to the oil crushing
 
firms in turn caused the oil crushing firms to increase their liabilities to
 
the banking sector. This back up of liabilities to the banking sector has
 
significantly reduced credit available to agriculture. GOS efforts under the
 
1983/84 Standby Agreement with the IMF to reimburse arrears to the banking
 
sector have been successful in at least temporarily restoring some bank
 
confidence in the sector; however, this confidence remains quite fragile and
 
will have to be reinforced by concrete GOS action. In the absence of other
 
sources of liquidity to agriculture, the use of $15.0 million to reimburse
 
bank credit obtained to purchase selected seeds will ensure that lending will
 
continue.
 

2. Longer-term Strategy for Policy and Institutional Reform
 

The covenants set out in Section E are primarily designed to identify the
 
major aspects of USAID/Senegal's longer term strategy at the macro-economic
 
and sectoral levels. If GOS performance over the next twelve months proves
 
satisfactory then USAID/Senegal will be recommending a multi-year program. In
 
an aide-memoire sent to the GOS (see annex C), the importance of the covenants
 
for future non-project assistance has been explicitly established.
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a) Macro-economic Level
 

The analysis in Section B.1 clearly illustrates the necessity of
 
moving from the short term remedies recommended by organizations such as the
 
IMF to institutional reforms.Thus, in the context of a multi-year program,
 
USAID/Senegal intends to concentrate on structural reforms designed to improve
 
the efficiency of the Government's role in the economy which would complement
 
11IF programs focussing on price adjustments, modifications in the rate of
 
taxation and credit containment. In order to maximize prospects for
 
successful achievement of structural reform objectives, USAID/Senegal will be
 
working closely with the World Bank and France. An example of how this
 
cooperation is already functioning is the current division of labour with
 
respect to the diagnosis of the CPSP.
 

In order to stabilize budgetary accounts and thus to reduce GOS
 
:ndependence on outside budgetary support in future years, major reforms in
 
the tax collection process are essential. USAID/Senegal is recommending a
 
complete review of the fiscal structure and the organization of GOS
 
departments responsible for customs and tax collection. The GOS Minister of
 
Finance has agreed to request a mission from the DIF to assess current tax
 
collection efforts. USAID would be prepared to participate in follow-on
 
technical assistance that may be required. Resources will most certainly be
 
necessary to: (1) improve management and accountability within key

departments; (2) computerize tax collection records and updated assessments of
 
property values and (3) monitor performance on tax collection against
 
estimates of potential tax receipts.
 

The impact of IMF measures designed to deal with the balance of
 
payments have been somewhat disappointing since 1980. Since only
 
approximately 22.5 percent of goods entering the country are in fact
 
effectively tazed it is fair to conclude that the GOS is unable to implement a
 
selective import policy with such a low volume of total imports subject to
 
taxation. Furthermore, the official rates of taxation can run as high as 180
 
percent as compared to rates in neighboring countries of 20 - 30 percent. In
 
order to rationalize imports, USAID is recommending that the GOS review the
 
structure of taxation on imports and examine the trade-off between high rates
 
of taxation which are applied to only a small percentage of imports and lower
 
rates of taxation which would be applied to a greater volume of goods. 
In
 
pursuing this objective, USAID will be working in close cooperation with the
 
IMF, World Bank and France.
 

Another objective at the macro-level is that the GOS allocate and
 
disburse resources to reduce the stock of arrears to the parastatal and
 
private sectors. Obviously, this objective can only be pursued in the context
 
of a real stabilization of the GOS' budgetary accounts; however, an increase
 
in tax receipts when combined with the progressive withdrawal of the GOS from
 
some areas of the economy should make this objective feasible over a 3 to 4
 
year period.
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The final objective at the macro level is the reform of the national
 
budgetary process in order to improve the efficiency in the allocation of both
 
internal and external resources to priority uses. This objective could only
 
be achieved through the integration of donor financed investments as part of 
the national investment budge& and through the creation of a central unit
 
responsible for critically reviewing each Ministry' budget submission and for
 
riling on its merits based on national priorities. Ite World Bank is
 
currently financing a study of the investment budget and the ways in which the
 
process could be reformed to include donor resources. USAID/Senegal will be 
working closely with the World Bank to support this initiative. 

b) Seed Distribution and Pricing 

With respect to seed distribution, USAID/Senegal's objective is to
 
achieve a system which is financially self-sustaining but which provides
 
safeguards in severe drought years. Seeds should be sold at their cost price
 
and the retained earnings system should be phased out over a 5 year period.

Farmers should be given the choice at the time that they market their crops to
 
purchase or not to purchase inputs. In order to broaden the choice as much as
 
possible, several competing systems of seed distribution could be introduced:
 

- distribution of groundnut seeds either in the shell or 
unshelled and treated by the oil crushing firms and/or through
 
local distributors.
 

- use of a system whereby farmers store and treat their own
 
seeds in village-level storage facilities.
 

- regional systems of seed storage and distribution by the
 
private sector.
 

- the creation of a security stock at least over a transition
 
period to prevent the risk of drastic decline in production
 
while institutional reforms are in progress.
 

c) Fertilizer Distribution
 

The medium-term objective of USAID/Senegal's involvement in the
 
fertilizer sub-sector is to increase the efficiency of fertilizer use through

pricing and marketing reforms. It is hoped that greater efficiency in
 
fertilizer utilization will lead to an increase in domestic consumption levels
 
as higher actual rates of return to fertilizer use stimulate domestic demand. 
.he GOS objective is to increase consumption from 50,000 MT in 1985/86 to 
120,000 MT in 1988/89. USAID believes that this objective is overly 
optimistic and is thus aiming for a consumption level of between 75,000 MT ­
100,000 MT over the next five years. In order to ensure that fertilizer is 
used on crops and in regions where returns are maximized and risks minimized, 
the USAID/Senegal Mission will be working to achieve the following: 

- an elimination of the retained earnings system over the next 
three years. 



- 26 ­

- the establishment of a system of cash sales which would 
exclude the new agricultural credit bank from lending for
 
fertilizer purchase over the next three years. Credit for input
 
purchases has had an unfortunate history in Senegal and should
 
be pursued with extreme caution. It would be advisable to allow
 
the new bank to establish itself before deciding if and when it
 
should provide fertilizer credit.
 

- the establishment of a private sector distribution network
 
which may involve only one or two companies from the Dakar area
 
to each region but which would be distributed at the retail
 
level by a larger number of traders.
 

- the use of a small donor-financed subsidy during the
 
transition period over which responsibility for distribution is
 
to be transfered to the private sector and over which producer
 
prices of major crops are to be adjusted to reflect the increase
 
in the cost price of fertilizer (e.g. 3 to 5 years)
 

d) Extension Services
 

USAID/Senegal is in complete agreement with the GOS' policy of
 
reducing the role of RDAs and proceeding with a redefinition of the type of
 
extension services provided to the farmers. The main objectives as set out in
 
the new agricultural policy are: (1) to transfer more initiative with respect
 
to production decisions from the RDAs to farmers; (2) to establish a flexible
 
and low-cost system of providing extension services; (3) to promote private
 
sector involvement to replace certain services (e.g. input distribution)
 
currently being offered through RDs. In the context of a multi-year ESF
 
USAID/Senegal will be pursuing the following concrete achievements:
 

- RDAs on a case by case basis should redefine their extension roles 
and their financial relationship with the GOS based on strictly public service
 
functions. Staff reductions should take place accordingly over a 5 year
 
period;
 

- The donors will encourage the GOS to promote the involvement of 
the private sector and farmers or other local organizations in response to new 
opportunities offered by the withdrawal of the RDAs; 

- The GOS should be assisted by the donors in relocating or
 
retraining personnel likely to lose goverment employment as a result of staff
 
reductions (e.g. approximately 3,000 people).
 

e) Reorganization of the CPSP
 

GOS intentions with respect to the reorganization of the CPSP have
 
yet to be as clearly defined as other aspects of agricultural sector reform.
 
Nevertheless, it is a key institution for the macroeconomic situation as well
 
as for the agricultural sector. In cooperation with the other donors
 
USAID/Senegal will be following a number of objectives:
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CPSP's role should be limited to that of price stabilization. Direct
 
commercial functions should be turned over to the private sector or other
 
appropriate institutions;
 

- The GOS must review its pricing objectives and provide firm guidance to
 
the CPSP in how these pricing objectives should be executed;
 

- The role of the CPSP as an executing agent should be clear and the CPSP.
 
should be given management autonomy to carry out its functions;
 

-
 The management and accounting systems of the CPSP require strengthening
 
and its technical expertise in negotiating with the agro-industrial sector
 
must be reinforced through training and technical assistance.
 

f) Cereals Policy
 

A critical component of USXID/Senegal's strategy in the
 
agricultural sector is to promote production and consumption of domestic
 
cereals. Although many of the constraints to achieving objectives in ths area
 
are better addressed by a project or focussed sectoral activity, a certain
 
number of policy and institutional reforms particularly with respect to
 
marketing of cereals could be usefully pursued with ESF:
 

- Following a review of the legal administrative and other constraints to
 
the liberalization of cereals marketing the GOS should commit itself to
 
eliminating these barriers;
 

- The GOS role in cereals marketing should be limited to that of
 
monitoring the proper functioning of the markets and of serving as buyer of
 
last resort in the event that private traders are saturated;
 

-
 Access to bank credit for private sector companies to purchase millet
 
and other cereals should be facilitated if these companies can present the
 
necessary collateral.
 

E. CONDITIOLITY FOR THIS ESF
 

USAID/Senegal has defined conditionality to be consistent with its
 
immediate and longer term-objectives as described in Section D. The GOS has
 
requested that our $15.0 million ESF be disbursed before December 31, 1984 and
 
USAID/Senegal has responded with agreement in principle 
if the GOS meets the
 
conditionality set out an aide-m~moire sent to the Minister of Finance (see
 
Annex C).
 

1. Conditions Precedent
 

Three conditions precedent to disbursement have been identified
 
because they provide a firm indication of GOS commitment to the implementation

of reforms as set out in the new agricultural policy and as part of a standby
 
program with the IMF. Furthermore USAID/Senegal believes that they can be
 
feasibly met by our target date for disbursement which is December 31.
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The -first condition is that the negotiations between the oil crushing
 

firms and the GOS on the costs of transferring seed stock management to these
 

firms be finalized and that a contract be signed before disbursement of the
 

ESF grant. Satisfaction of this condition can be verified by GOS presentation
 

of the contract with the signatures of all parties concerned notably the GOS,
 

the CPSP, SORXCOS, and SEIB. According to preliminary figures calculated by a
 

French-financed technical assistance team sent to assist the GOS in their
 

negotiations with the oil crushing firms this transfer should generate savings
 

of approximately CFAF 1.5 billion as compared to the costs of State
 
distribution during the 1984/85 crop year.
 

The second condition is that the oil crushing firms meet the terms of
 

their contractual obligations with the GOS by: (1) reimbursing the remaining
 
outstanding portion of their debts to the banking sector with respect to
 

excess
1983/84 groundnut purchases and (2) paying the full amount of the 


profits which would normally accrue to the GOS based on the agreed costs of
 

production. (See Annex D for a detailed explanation of how the system
 

operates). According to preliminary IMF figures the oil crushing firms are to
 

pay approximately CFAF 3.5 billion to the GOS in excess profits for the crop
 
year 1983/84. The verification of this condition can be made through
 

confirmation from the central bank that outstanding crop credit has been fully
 

reimbursed and through confirmation from the GOS treasury that excess profits
 
have been relinquished to the government.
 

The third condition is that SAED and the GOS must present a draft
 

contract-plan accompanied by a Letter of Intent from the Finance Ministry 
which : (1) sets the pace for the phasing-out of subsidies on input delivery, 

land preparation and water delivery; (2) defines a framework within which SkED 
will turn over its production functions to the farmers and the private sector;
 

(3) examines the implications of the above for the phasing-out of personnel 
and (4) sets out a financially sustainable level of GOS, subsidy consistent 
with S4ED's public services functions. 

2. Covenants
 

Seven key covenants have been formulated to provide a firm basis upon
 

which to assess GOS performance with respect to the implementation of
 
necessary policy and institutional reforms as set out in USAID/Senegal's
 

longer-term strategy to be pursued in the context of a multi-year ESF
 
program. In the autumn of 1985 a joint review of performance with respect to
 

these seven covenants will lead to a recommendation as to whether a multi-year
 

program is appropriate.
 

The first covenant pertains to fiscal performance. A USAID/GOS working
 

group is to be organized to review fiscal performance as measured in terms of
 

Government receipts as a percentage of GDP. We are recommending that the GOS
 

take the necessary institutional reforms to strengthen the tax collection
 
process. Over the next twelve months the GOS is to commit itself to
 

increasing Government receipts as a percentage of GDP by two percentage points.
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The second covenant relates to the reorganization of the fertilize: 
sub-sector. By the end of February 1985 the GOS -is to meet with private 
sector companies interested in distributing fertilizer to consider their 
proposals regarding the possible organization of the sub-sector. By the end 
of May 1985 the GOS will develop a medium-term action plan for the phasing-out 
of Government involvement and the complete privatization of distribution. 

The third covenant refers to the reorganization and reduced role of
 
Government parastatals in the agricultural sector in accordance with the time
 
table set out in the Letter of Intent with the IMF. Thus SONAR and STN are to
 
be liquidated by the end of May 1985. An action plan for progressively
 
transferring seeds to farmers over a six year period is to be completed.
 
Contract plans for SODEVA-SODAGRI, and SODEFITEX setting out a pace for the
 
announced compression of personnel are to be signed as soon as possible. With
 
respect to the CPSP the diagnostic study of its current operations is to be
 
completed by the end of January 1985. External technical assistance to
 
reinforce financial management, industrial negutiations and accounting within
 
the CPSP is to be put in place. Furthermore, an action plan on the reform of
 
the CPSP is to be completed.
 

The fourth covenant is that the contract-plan for SAED which is to be
 
found acceptb.e to all parties and in particular to USAID, be signed no later
 
than end of January 1985.
 

The fifth covenant is that the GOS disburse over the life of the
 
contract-plan and in a timely fashion its contribution to SAED's operating and
 
investment costs. The contract plan is to include an acceptable annual level
 
of subsidy from GOS to SAED.
 

The sixth covenant covers the area of cereals policy. Given the
 
importance of existing legal and administrative constraints to the
 
liberalization of cereals marketing, the GOS undertakes to officially request
 
that a study of constraints be made and that a plan for removing these
 
constraints be developed.
 

The seventh covenant relates to the groundnut sector and the availability
 
of crop credit. In order to ensure that the oil crusing firms are in a
 
position to reimburse their crop credit in a timely fashion and as a means of
 
improving the overall efficiency of the sector, the GOS agrees to study the
 
groundnut sector. An action plan will be formulated for the restructuring of
 
the oil crushing industry and of SEIB in particular. The plan will address at
 
least three essential points: (1)measures to deal with the excess productive
 
capacity in the industry; (2) the redefinition of the contractual relationship
 
between the oil crushing firms and the GOS to transfer responsibility for
 
profits and for losses to these firms; and (3) the means of reducing overhead
 
costs in the industry.
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F. USE OF ESF GRANT FUNDS
 

The national seed stock is in deficit by CFAF 6.9 billion or $15.0 million
 
for crop year 1983/84 due to the drought and its impact on the amount of
 
revenue collected from the retained earnings system. A detailed breakdown of
 
the costs of the seed stock is contained in Annex D; however, the seed debt is
 
basically divided into two major components. The first is the direct bank
 
debt of SONAR which is CFAF 4.2 billion or $ 9.1 million. SOMR, through this
 
crop year, was responsible for the direct purchase of selected seeds and some
 
ordinary seeds amounting to approximately 92,640 Hr in 1983/84. As a direct
 
purchasing agent SONAR benefitted from bank credit made available at a
 
preferential discount rate from the BCFAO amounting to CFAF 6.4 billion plus
 
interest of 0.6 billion over the 12 month period from early December 1983 to
 
December 1984. Of the total of CFAF 7.0 billion SONAR has reimbursed CFAF 2.7 
billion. According to BCEAO regulations this credit must be reimbursed by 
December 31, 1984 or it is automatically reclassified as ordinary credit which
 
is carried at a higher interest rate. Under the IP credit ceiling
 
reclassified crop credit would reduce the amount of new credit available to
 
the private sector for CY 1985.
 

The second component of the seed deficit is owed by SOMR to the two oil
 
crushing firms SEIB and SONACOS. The total of this portion is CFAF 2.7
 
billion or t5.9 million. Under the system operating for the 1983/84 crop year
 
the oil crushing firms collected ordinary seeds which were then allocated to
 
SONAR for use in the national seed stock. SONAR owes the oil crushing firms
 
CFAF 2.7 billion which was used to purchase 36,085 MT of ordinary seeds. This
 
debt also is recorded in the BCEAO accounts since the oil crushing firms have
 
not reimbursed this portion of their outstanding crop credit because SONAR has
 
not been a position to pay them. As with SONAR's direct bank debt, therefore,
 
this part of the oil crushing firms liabilities to the banking sector must be
 
reimbursed before December 31 or it will be reclassified into ordinary credit.
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Ill. ESF PROGRAM DESCRIPIlON 

A. Proposed b.S. Program Assistance in FY 1985
 

Senegal's continuing budgetary crisis and need for policy reform are two
 
key areas of preoccupation both to the Senegalese Government and the AID. The
 
Mission has found program assistance to be a particularly effective instrument
 
for dealing with both areas of concern. Thus, in the period FY 1983-1985,
 
program assistance was carefully integrated into the Mission's portfolio,
 
accounting on average for 38% of the bilateral, non-emergency food program.
 
In FY 1985 alone, program assistance ($22.0 million) will account for 48% of
 
the Mission's total program. Program assistance is primarily designed to
 
serve three purposes:
 

- to ease Senegal's budgetary difficulties at a time of unusual stress;
 

- to continue the policy dialogue which has resulted, over the past two
 
years, in a number of significant reforms in the agricultural sector.
 

- to provide local currencies (1/c) for activities aimed at improving
 
liquidity in the banking sector, thereby increasing funds
 
available in support of agricultural expansion.
 

In this time of unparalleled economic difficulty for Senegal, the USAID
 
plans to devote this proposed ESF $15.0 million grant to quick disbursing cash
 
grants tied to measures and conditions agreed upon by the GOS and AID and
 
supported by the principal donors to Senegal. The immediate impact of this
 
grant will be to recapitalize Senegal's banking sector. Conditionality in the
 
agricultural sector will require the GOS to implement the New Agricultural
 
Policy announced in April, 1984 which provides for a general reduction of the
 
role of Government in the management of the agricultural sector.
 

In addition to this ESF program, the USAID is proceeding with the
 
development of an FY 1985 Title I program. This 7.0 million program will
 
reinforce efforts at reform in the agricultural sector through Self-Help
 
Measures that require the GOS to move towards piivatization of the fertilizer
 
sector, conclusion of a contract-plan with SAED (parastatal charged with
 
agricultural development in the Senegal River Basin) which defines and reduces
 
SAED's role in favor of increased private initiative, and reforms in the
 
finances and management of the CPSP. Local currencies generated from the sale
 
of Title I food commodities may, in part, be used to support the National
 
Investment Budget (BNE). The BNE comprises the GOS investment portfolio for
 
productivity projects, which, in recent years, has made little progress due to
 
budgetary shortages. Local currencies may also be used for support of
 
reductions in RDA staff and role as well as measures to privatize the
 
fertilizer sector. 
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It should be noted that in accordance with the December 1984 Aide-memoire
 
from the Director USAID/Senegal to the Minister of Finance, the covenants set
 
forth in Section D2 below constitute conditions precedent to further program
 
assistance.
 

B. Justification for Cash Transfer
 

The purpose of this ESF program is to provide $15.0 million in emergency
 
budgetary support so that it enters the Senegalese banking system by December
 
31, 1984. According to BCEAO regulations, this credit must be reimbursed by
 
December 31, 1984 or it is automatically reclassified as ordinary credit which
 
is carried at a higher interest rate. Reclassification of-this credit will
 
reduce the amount of new credit available to the private sector in CY 1985.
 
Furthermore, if not repaid by December 31, the BCEAO can exercise its option
 
to reverse commitments made to the GOS to finance the seed stock for the next
 
agricultural campaign. Inability to finance next year's seed stock could
 
thoroughly compromise Senegal's capacity to produce peanuts, the country's
 
principal export crop.
 

In designing this PAAD, the USAID has considered two alternatives to the
 
proposed cash transfer mechanism: a traditional CIP and a Special Letter of
 
Credit (SLC) arrangement.
 

1. CIP
 

In FY 1983, the USAID implemented both a standard CIP and a fertilizer
 
import program. An evaluation of these two programs is scheduled for the 3rd
 
quarter of FY 1985. While both appear to have been successful with respect to
 
general implementation and support of policy reform, their ability to provide
 
local currencies in the fixed, short time frame normally associated with IMF
 
and other Financial Institution (such as the BCFAO) targets is doubtful. This
 
question will be a major item for investigation during Zhe evaluation.
 
Another item for examination is the long-term viability of a CIP program in
 
the context of the Franc zone. In any event it is clear that, given the
 
timing considerations incident to this ESF program, a CIP is not a
 
satisfactory alternative.
 

2. Special Letter of Credit (SLC)
 

An SLC may be established in conjunction with a CIP program. An
 
irrevocable, unrestricted SLC constitutes a foreign exchange asset against
 
which the BCEAO could provide equivalent amounts of local currency to be
 
applied in meeting commitments under an IMF Standby. At this time the USAID
 
counsels against use of the SLC for two reasons: First, preliminary
 
implementation experience with the FY 1983 CIP has not established the
 
saturation level or potential for expansion of U.S-Senegalese trade flows;
 
that is, it is not yet clear that an SLC-CIP package could be drawn down in a
 
reasonable period of time. Secondly, the Mission has been unabl. to determine
 
whether Senegal's banking institutions, within the context of the West African
 
Monetary Union (WAMU), would be permitted to create equivalent sums of local
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currency upon the opening of the SLC. The Mission proposes, therefore, that
 
the appropriateness of an SLC be examined over the next several months in
 
anticipation of future ESF funding.
 

Therefore, the USAID has concluded thatT-due to the existence of the
 
December 31, time constraint, U.S. interests are best served by an immediate
 
cash transfer of U.S. dollars to provide needed emergency budgetary support.
 
This approach is in line with AID Handbook 4 which states that cash transfers
 
are intended to provide budgetary or balance of payments support on an
 
emergency basis "when the particular AID purpose cannot be accomplished
 
through other instruments".
 

C. Implementation Procedure
 

Following PAAD approval and signature of the Grant Agreement, and in 
anticipation of the fulfillment of conditions referred to below, a Program

Assistance Agreement Abstract will be prepared by the Africa Bureau and
 
forwarded to FM/PAD (the accounting station) for entry into the Agency's
 
records. This Abstract will serve as the obligating document until confirmied
 
copies of the Agreement are received by FM/PAD. The Mission will prepare a
 
Financing Request for a Cash Transfer signed by both the Mission Director and
 
a GOS representative. FM/PAD will schedule the payment through the Federal 
Reserve Electronic Funds Transfer System to the BCEAO Account No. 001,174.5460
 
in the Chase-Manhattan Bank (CMB) in New York or such other account as
 
designated by the GOS.
 

Once the deposit is made the BCEAO will, subject to GOS request,
 
create a sum equivalent to $15.0 million in CFAF in the "depot du tresor
 
aupr~s de la BCEAO/Senegal" at the Central Bank in Dakar. This account serves
 
as a special account for reception and tracking of AID funds. Funds from this
 
account are normally released on order from the Treasurer of Senegal.
 
However, with respect to this ESF program, the Central Bank will provide its
 
guarantee that U.S. monies will be utilized only upon mutual agreement between
 
AID and the GOS as to the use of the funds. A written letter from the
 
Director of USAID/Senegal to the Treasurer and the Central Bank will
 
constitute Mission concurrence in the use of funds and permit their release.
 

Following release of funds from the special account, USAID will
 
receive a copy of the transfer order showing to whom cransfers were made. The
 
USAID will also verify with the Central Bank the status of the peanut seed
 
stock account to confirm that arrearages have been reduced in an amount equal
 
to that disbursed from the special account.
 

The Mission believes the above procedure responds to 121 (D) concerns
 
though a formal certification is not required by law for ESF programs.
 

In the event that the Mission Director is unable to determine that
 
Senegal has taken all reasonable measures to comply with the terms and
 
conditions of this ESF program, funds will not be released until such time as
 
the 11ission and GOS agree on a new set of conditions for their release.
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The USAID Office of Program Assistance and AFR/PD/SI&P will be
 
responsible for managing all phases of project implementation.
 

1. Conditions Precedent (CP)
 

Prior to the first disbursement under the Grant, or to the issuance by AID
 
of documentation pursuant to which disbursement will be made, the Grantee
 
will, except as the Parties may otherwise agree in writing, furnish to AID, in
 
form and substance satisfactory to AID:
 

A. A statement representing and warranting that the named person or
 
persons have the authority to act as the representative or representatives of
 
the Grantee, together with a specimen signature of each person certified as to
 
its authenticity;
 

B. A statement designating the bank and account number into which the
 
disbursement is to be made.
 

C. A copy of the contract between the Grantee and the Socift6 Electrique
 
et Industrielle du BAOL (SEIB) and the Socigt6 Nationale de Commercialisation
 
des Olagineux du S~n~gal ("SOIACOS"), on the costs and means of transferring
 
the management of seed stock to SEIB and S0NACOS.
 

D. A draft contract-plan between the Grantee and SAED submitted by
 
letter from the Ministry of Finance identifying specific limitations on tasks,
 
budgets and personnel ceilings acceptable to USAID will be completed by
 
December 31, 1984.
 

E. A letter from the Central Bank confirming that oil crushing firms 
(SEIB and SONACOS) have met the terms of their contractual agreements with the 
GOS to (1) reimburse the outstanding portion of their debts to the banking 
sector with respect to 1983-84 groundnut purchases and (2) to pay excess 
profits to the GOS treasury in accordance with the cost price of CFAF 153.4 
per kg of groundnuts. The SEIB, due to financial difficulties, will be
 
authorized to deduct selected debt service payments on outstanding investment
 
loans from excess profits due to the GOS.
 

F. Funds from this grant will be utilized only upon mutual agreement
 
between AID and the GOS on use of the funds. A written letter from the
 
Director, US&ID/Senegal to the Treasurer of the GOS and the Central Bank will
 
constitute Mission concurrence in the use of Funds and permit their releaae.
 

2. Special Covenants
 

A. The Grantee agrees to comply with the terms and conditions of the
 
International Monetary Fund C"IMF') Standby Agreement for 1984-85, if such an
 
agreement is concluded.
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B. The Agreement and the Grant will be free from any taxation or
 
fees imposed under the laws in effect in Senegal.
 

C. Except as the Parties may otherwise agree in writing, Grantee
 
shall fulfill the following covenants before AID will agree to additional
 
budgetary assistance:
 

(1) In the absence of an IMF Standby Agreement for 1984-85, 
Grantee covenants to provide AID with a detailed plan to finance the Grantee 
budget deficit through increase in external and domestic financing or 
reductions in Grantee expenditures.
 

(2) By May 31, 1985, Grantee will furnish AID, in form and
 
substance satisfactory to AID, a plan to organize the distribution of
 
fertilizer by the private sector for the 1985/8b crop year.
 

(3) By May 31, 1985, Grantee will liquidate the Socift6
 
Nationale d'Approvisionnement du monde Rural (SONAR) and the Socidt6 des
 
Terres Neuves (STN).
 

(4) Grantee will complete an action plan for progressive
 
transfer of seeds to farmers over a 6 year period.
 

(5) Grantee will develop contract-plans acceptable to AID with
 
SOMIVAC-SODAGRI and SODEVA detailing reorganization of their roles, reduction
 
in their personnel and obligations of the GOS.
 

(6) A diagnostic study of the CPSP is to be completed and
 
external technical assistance to strengthen finance and management put in
 
place along with an action plan for reorganization of the CPSP.
 

(7) The final contract-plan between the Grantee and SAED
 
acceptable to AID, the World Bank and the French Government will be signed by
 
January 31, 1985.
 

(8) The GOS will disburse its agreed upon subsidy to SAED as
 
specified in the contract-plan in a timely fashion over the life of that 
contract-plan.
 

(9) The GOS will officially request that a study of constraints 
to cereals marketing be made and that a plan for removal of these constraints
 
be developed.
 

(10) Over the 12 months beginning with the effective date of
 
this Grant, the GOS will increase its receipts as a percentage of GDP by 2
 
percentage points.
 

(11) The GOS will agree to complete an action plan for the 
restructuring of the oil crushing industry and of SEIB in particular. 
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The plan will address at least three essential points: (1) measures to deal
 
with the structural excess productive capacity in the industry; (2) the
 
redefinition of the contractual relationship between the oil crushing firms
 
and the GOS in order to transfer the responsibility for profits and for
 
losses to these firms; and (3) means of reducing overhead costs in the
 
industry.
 

(12) Special Account
 

A. The GOS will establish a special account in the bank of its
 
choice and deposit therein currency of the Republic of Senegal in amounts
 
equal to disbursements under the grant. Funds in the special account may be
 
used for such purposes as are mutually agreed upon by AID and the GOS.
 

B. The GOS shall maintain and cause recipients of funds from the
 
special account to maintain, in accordance with generally accepted accounting

principles and practices consistently applied, books and records relating to
 
the special local currency account. The GOS shall grant or cause such
 
recipients to grant to AID or any of its authorized representatives the right
 
to inspect such books and records at all times as AID may reasonably require.

Such books and records shall be maintained for three years after the date of
 
last disbursement by AID. under the grant.
 

C. Except as the parties may otherwise agree in writting, the GOS
 
shall refund to the special account any local currency not used for agreed
 
upon purposes.
 

3. Covenants
 

Completeness of Information. The Grantee confirms:
 

(a) That the facts and circumstances of which it has informed
 
AID, or caused AID to be informed, in the course of reaching agreement with
 
AID on this Grant, are accurate and complete, and include all facts and
 
circumstances that might materially affect this Grant and the discharge of
 
responsibilities under this Agreement; and
 

(b) that it will inform AID in timely fashion of any subsequent

facts and circumstance that might materially affect, or that it is reasonable
 
to believe might so affect, the Grant or the discharge of responsibilities
 
under this Agreement. 

E. Conclusion and Recommendation
 

Given the Government of Senegal's request for program assistane (see
 
Annex E) to help alleviate its serious economic problems, and,
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Given the economic policy and program information and justification

provided 	in this PAAD; 

IT IS RECOMI4ENDED THAT: 

The Director, USAID/Senegal approve this request for program 
assistance from Economic Support Funds (ESF) in the form of a cash transfer 
grant of W15.0 million to the Government of Senegal. 
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IV. POLITICAL FRAMEWORK
 

Senegal is a nonaligned, moderate, functioning democracy now in its

twenty-fourth 
year of independence. 
 In February 1983, Senegal held its first

seriously contested multi-party elections with 5 parties competing for the

Presidency and 8 parties presenting slates for the 120 seats in the National
Assembly. 
Acting President Abdou Diouf was overwhelmingly elected as
 
President to his first full 
term in office with 84% of the vote, and his
 
socialist party (PS) captured 111 out of the 120 national assembly seats. 
Over 50% of Senegal's voters went to the polls, and the elections were carried
 
out in a quiet and orderly fashion throughout the country. 
An historic event
 
not only for Senegal, but for Africa as a whole, this election established
Senegal's credentials 
as the leading democracy on 
the Continent.
 

In the wake of this strong win at 
the polls, the government is now facing

up to the vital, but difficult, decisions needed to overcome its economic

problems, many of which are structural. 
 The resolution of these problems

requires courage and firm political will and the Government of Senegal has
 
moved quickly to attack them head-on.reform package and The implementationthe introduction of last year's IMFof tight austerity measures reaffirmedAdministrations intent to govern within the bounds of fiscal discipline and 

thereal economic development. 
For the year, Senegal achieved a perfect record,

mecting every IMF performance target in each quarter.
consider that the far-reaching On balance, the donors
newly measures included in last year's Standby and

proposed IMF programs are an adequate response to continue the attack onvigorously implemented--should 

pave the way for progressively restoring
 

problems presently facing Senegal, and that the continuing program--if
 

financial viability.
 

On the international 

moderation and reason. 

scene, Senegal has been a positive force for
moderate states in the UN and other fora. 

It has worked closely and effectively with other
(For example, Senegal is the only
 

black African state which provided military personnel as part of International
 
Peace Keeping forces in Shaba, Lebanon, Chad, and the Sinai). 
 Senegal has

been in the forefront of moderate African nations trying to contain Libya's

aggressive actions in Africa, and has played
Pan African fora. 
 a key role in the OAU and other
In July 1981, Senegal was instrumental in putting down a
coup attempt in the Gambia.
 

Senegal's geographic location at the first landfall in black Africa from

Europe, North or South America has a special interest for the United States,
 
and is of significant strategic importance in world terms.
demonstrated this importance in World War II, and in the Falkland crisis in
 

Senegal
1982. 
Dakar serves as 
the only emergency landing site for the NASA space
 
shuttle immediately after launching. 
Senegal is a transport axis and entrepot
 
for West Africa, having among the best air, seaport, and communications
facilities in region.
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Within its West African subregion, many of Senegal's neighbors are
 
politically insecure, and the country represents an island of stability and
 
moderation. It is therefore in the U.S. and other friendly country's
 
self-interest to help Senegal preserve its moderate views and democratic
 
tradition. Not only is this help vital to Senegal's ability to continue its
 
own progress economically and socially, but it will also set an important
 
example for its immediate neighbors and the West African subregion as a whole.
 

As further testimony of the importance of Senegal to the West in general
 
and the U.S. in particular, over the past four years a number of senior U.S.
 
Government officials and Members of Congress have called in Dakar. These
 
visitors have included both Vice Presidents - George Bush and Walter Mondale,
 
then Secretary of State Alexander Haig and U.N. Ambassador Jeanne Kirkpatrick.
 

To sum up, Senegal has a solid political, infrastructure and intellectual
 
heritage, though this heritage rests on a weak, unstable economic base.
 
Senegal's influence as a nonaligned country extends well beyond its borders,
 
and because of its mature, centrist posture, and its quiet but effective role
 
in international affairs, it is held in esteem by many less developed
 
countries, Western Europe and the United States.
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V. US&ID/SENEGAL ASSISTANCE STRATEGY 

A. Overview
 

USAID/Senegal is currently operating under the FY 1983 CDSS submitted in
January 1981 and the FY 1986 CDSS update submitted in March 1984. The first
document established a program goal of helping the Senegalese to achieve food 
self-reliance by the year 2000 and the latter: 
 (a) reviewed Senegal's
generally favorable progress in implementing its economic Reform Plan, (b)
restated the Mission's Country Development Strategy Statement related to this
reform for the 1983-1987 period, and (c) summarized the chief means by which
the AID program woild carry out the Senegal Strategy, through measures in
support of policy reform, institutional development, the private sector, and
 
technology transfer.
 

USAID/Senegal is in the process of wrapping up a year of intensive review
and analysis of the general development performance of the Government of
Senegal and of its own program. 
This review will culminate in a new FY 1987
CDSS to be submitted early in CY 1985. 
Although the FY 1987 CDSS is still in
the drafting stage, analysis to date concludes that there should be further

precision and concentration of program emphasis. 
The goals and objectives
which have been pursued by the Senegal Mission remain sound. 
 However,

operationally it will be necessary to shift our focus to more pragmatic
concerns. 
 It must be recognized that Senegal is faced with the possibility of
economic collapse and that a major cooperative effort to restructure the
Senegalese economy is required over the next few years. 
At the macro level
AID, in conjunction with the donor community aT.: 
the GOS, will assist with
policy analysis and reform and provide resources to facilitate structural

adjustment and to cushion socially destabilizing impacts. At the project
level AID will concentrate on the elimination of constraints to increased
rural production and income. 
The nature of the current situation is such that
all of our activities must focus on getting the economy working.
 

B. 
Policy Reform and Donor coordination
 

A principal characteristic of the current USAID program which will continue,

is the intense collaboration with the GOS itself, and with major donors,
including the IMF, the World Bank, EEC and France, all of whom are essentially
concerned with the implementatiou of Senegal's economic reform plan introduced
in December, 1979 and the New Agricultural Policy announced in April, 1984.
Within the context of these programs, which were designed to stabilize the
economy and provide the basis for long-term growth, the USAID planned and
AID/W approved a budgetary support package composed of three activit1es (DA,
ESF, and Title III funded) totalling $17.0 million in FY 1983 followed in FY1984 with a $10.0 million ESF program. This budgetary support package was inline with a second important element of the Mission CDSS for the period FY
1983-87: conversion of a major portion of the overall program to program
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(nonproject) assistance in an effort to be more responsive to Senegal's

budgetary problems and to bring about policy reform. A CP to the disbursement
 
of the FY 1983 program assistance package required the GOS to negotiate a new
 
Standby agreement with the DIF for 1983-84 as a quid pro quo to further
 
program assistance. To date, Senegal's excellent DIP Standby performance
 
qualifies the GOS for continuing consideration for ESF grants.
 

Efforts at helping to stabilize the economy through macroeconomic support
 
and structural reform constitute approximately one-half of the Mission's
 
program in FY 1985. The FY 1985 program assistance package in support of
 
these efforts is outlined in Section III of this PAAD. The package represents
 
only one of the conditions which must be addressed if Senegal is to restore
 
economic equilibrium. Other necessary conditions are being addressed in the
 
balance of the Mission's project portfolio described below.
 

C. Project Assistance
 

The current approved goal of the USAID program is Senegal's achievement of 
the capacity to feed its people, by domestic production and by trade, even in 
drought years, by the close of this century. Increased rural production and 
employment are the keys in Senegal to both higher per capita income and to an 
improved balance of payments.
 

Current project assistance supports the food self-reliance goal, and
 
includes two emphases. The first is upon increased food production in ways
 
favoring the maximum participation of the population, together with an accent
 
upon the regeneration of soil and fuelwood resources required to cultivate
 
and cook food products. The second and related emphasis is upon the delivery
 
of health and family planning services at local levels, both to increase the
 
productivity of the farming population as well as to reduce, overtime, the
 
rapid annual rate of population increase, now estimated at 3.0 percent. If
 
unchecked, present demographic trends will push Senegal's attainment of food
 
self-reliancy into the far-distant future.
 

For additional detailed description of the USAID/Senegal Assistance
 
Strategy the reader is referred to the CDSS submissions for FY 1985 and FY
 
1986.
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OD'IP!ACINtJb-b1 !ons CFAF) 
SEPT 84 DEC 84 MAR 03 JUNE 05 

1.Total revnue and prants 
I 

201.6 43.3 97.0 157.9 ?24.7 

Revenue 189.4 42.8 87.1 147.0 212.0 
Oraints * 12.2 I.0I. 9.9 10.9 11.9 
of -;hich:captal...r.. 6.0 1.0 3.0 4.0 5.0 

2.Current expenditure 205.3 41.3 103.3 161.7 226.2 

Wages and salaries 100.4 27.7 54.2 81.2 109.0 
Intere~t on public debt 

External 
36.9 
36.4 

5.6 
5.6 

22.1 
21.0 

32.5 
31.9 

46.2 
45.2 

Domw t ic 
Supplies,transferuand other 

0.5 
68.0 

0.0 
8.0 

0.3 
27.0 

0.6 
48.0 

1.0 
71.0 

-3.Speclal accounts other than 
CAAR(net) -6.9 -2.9 -3.5 -4.5 -5.0 

*.Correspondents(net) 4.9 -4.4 -1.0 1.3 4.6 
of which& 
CPSP,SONAR 
Othor , 

-1.3 
6.2 

0.0 
-4.4 

0.0 
-1.0 

0.0 
1.3 

2.3 
2.3 

5.EBalrnce 
(1-23+4) 

of current operations 
-11.7 5.8 -13.8 -11.0 -6.9 

6. C6,pita 1 •expenditure 
Dudgoet 
Other" 

* 40.3 
10.0 
30.3 

4.2 
0.2 
4.0 

15.0 
3.0 
12.0 

24.0 
8.0 
16.0 

35.0 
10.0 
25.0 

7. rotal cxpenditure and 

net lending (a-3-4+64 247.6 52.8 122.8 188.9 261.6 

8.Overall deficit (commitments) -46.0 -9.0 -25.8 -31.0 -36.9 

9.Ch_ npes in payments 
arre--rs(reductior, C-)) -2.0 -2.6 -2.6 -4.0 -7.0 

10. Reimburumrent of crop credit 
of .which:.adjustmant 

-20.6 
0.0 

0.0 
0.0 

-1.1 
0.0 

-1.1 
0.0 

-2.6 
-1.5 

11. Overall deficit 
(d1,.b,.Irsrlent ( +10,)) i-68.6 -11.6 -29.5 -36.1 -46.5 

1-.F L nanrcia l requirement 68.6 11.6 29.5 36.1 46.5 

exturnal financing 
drawl ngs 

. 36.7 
35.9 

5.3 
3.0 

1.3 
19.0 

23.5 
23. % 

33.3 
38.5 

treasury 
other 

rofinancing of 
-,ort I sat Ion 

public debt 

11.6 
24.3 
29.2 

"-2.4 

0.0 
3.0 
6.2 

-3.9 

10.0 
9.0 

12.9 
-13.6 

11.0 
12.0 
19.5 

-19.0 

18.9 
20.0 
26.5 

-32.1 

d.-.cstic financing 
nmPking systerI 

40.7 
34.7 

6.3 
7.7 

11.2 
11.2 

12.6 
17.6 

13.Z 
19.2 

i'p.ymeont olf CNCAD dubt 
to t,r.ks -8. 0.0 0.0 -5.0 -10.0 

long terbi domestic 
borrowing 

Othar 
1.4 
4.6 

0.0 
-1.4 

0.0 
0.0 

0.0 
0.0 

2.0 
2.0. 
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FININCINQ 

TREASURY 

SAUDI ARABIA 0.0 10.0 10.0 12.0 
CCCE(FRANCE) S.13 0.0 1.0 3.5 
USA 0.0 0.0 0.0 3.4 
OTHER 0.0 0.0, 0.0 0.0 

TOTAL 0.0 10.0 11.0 18.9 

BANKING SYSTEM 

OVERDRAFT FACILITY' 3.6 4.5 4.5 5.0 
CCCE 0.4 6.5 6.5 6.5 
INF(pur-hases) 0.0 0.0 10.4 15.9 
IMF(repurchases) -0.6 -4.1 -8.1 -12.5 
Other deposits 4.3 4,3 4.3 4.3 
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TADLE2
 
BALANCE of PAYMENTS
 
(billions CFAF)
 

1982/83 1983/84 1984/85 1985/86
 

Trade balance -128.5,1: -107.3 -83.1 -76.3
 
Exports(fob) 190.7' 230.9 258.0 292.3
 

of twhich:groudnutu 39.8 70.0 60.7 63.2.
 
Irnport s (fob) -319.2 -338.2 -346.1 -368.6 

Sorvices(net) -30.7 -45.9 -63.5 -67.4
 
otwhich:
 

int on pub debt(1) -21.3 -27.9 -46.7 -62.0 

Unreq tranuferu (net) 49.3 63.G 66.9 71.0
 

Current account balance
 
(after reScheduling) -109.9 -89.6 -84.7 -72.7
 

Capital account 76.0 71.9 73.6 70.7 
Public capital 50.9 49.8 50.9 49.3 
of which: 
amort of pub debt(1) 10.7 8.;9 18.1 23.4 

Privkte capital 16.0 . 22.1 22.7 21.4 

Errvv,%, and ormis1ons -8.8 -0.4
 

Ovnr.z1l balnance 
(after rescheduling) -42.7 -18.1 -11.1 -2.0 

Memorandum items 

Savings frc.n debt 
re.chedulingz 35.1 34.6 39.4 39.0
 

Inrtcre-t 10.2 12.5, 16.1 15.3 
Arort izat Ion 24.9 22. 1 23.3 23.7 

Curr account deficit/CDP 
Eir-fore r'etcheduling 16.2 12.7 11.1 8.8 
After rescheduling 12.3 9.1 7.6 5.7 

Sou,rc. IMPF 

Staff estimates 

(1) Lfter rescheduling 



A4 

TABLE 3
 
MONETARY SURVEY
 
1981-j3r.1e985
 
(Billions CFA) 
 l


19n . 1982 1982 -'1982 1982 1983 1983 1983 
 1983 1984
DEC MAR JUNE SEPT DEC 
1984 1984 1984-) 1985 1985
MAR JUNE SEPT DEC 
 MAR JUNE SEPT DEC 
 MAR JUNE
 

(9ut) (p-rog) (prog) (progl
 
Not formign assets 
 -121.6 -127.9 -133.3 
-157.8 -159.3 -169.8 -178.8
Central banks -189.5 -182.5 -177.3 -198.4 -202.4-98.2 -103.4 -120.7 -136.7 -207.3 -209.4 -210.4-139.6 -148.1 -163.4
Cor.Iorcal banMi -169.5 -170.3 -168.8 -181.5
-23.4 -24.5 -12.6 0.0 0.0 0.0
-21. 1 -19.7 -21.7 -15.4 0.0
-20.0 -12.2 
 -8.5 -16.9 -202.4 -207.3 -203.4 -210.4
 
Domestic rndt 
 370.3 393.7 398.S 
420.3 446.1 
 465.0 468.0 
461.9 480.2 482.5 489.7 493.1 
 526.6 536.9 
527.0
Claim on govt(net) 
 40.7 44.6 70 2
Claimi or, 85.5 87.5 86.7 90.4 98.2.13 106.9 110.9 120.4 128.1 131.6 138.0 139.6 

provto sector 329.6 349.1 328.4 334.8 358.6 378.3 377.6 363.7 373.3 371.6 369.3 365.0 

13. 

395.0 

.01.. 

398.9 387.4 
crob credit 

other 

Money and quasi .money 

Other Items{net) 

33.3 

296.3 

216.9 

31.8 

48.5 

300.6 

234.5 

31.3 

28.3 

300.1 

238. 1 

27.2 

30.1 

304.7 

230.3 

32.2 

33.6 

325.0 

262.3 

24.5 

55.6 

322.7 

273.3 

21.9 

42.9 

334.7 

266.8 

22.4 

27.8 

335.9 

258. 4 

14.0 

22.0 

351.3 

272.7 

25.0 

19.2 

352.4 

276.2 

28.6 

11.9 

357.4 

276.2 

15.1 

5.2 
359.8 

276. 0 

14.7 

30.9 
364.1 

294.3 

125.0 

33.3" 
365.6 

302.5 

25.0 

19.7 
367.7 

291.6 

25.0 

SOURCC:IMF AND BCEAO 
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TADLE 3 DJIS 
OuantirtIative Performanc 

eCritc'.ia ur.der the 1?34/as
Adjust,,,1nt Program(Changes f7r,o JULY a4 throu;h) 

(In billions CFAF) 

1904 

DEC 

1905' 

MAR 

t3I'5 

JUE 
DOhcstic credit 

Claims on G.:vernment (net) 11.2 

47.2 

17.6 

37.3 

19.2 

Domestic aarsGovernment and ofpublic the
agencies -2.6 -'4.0 -7.0 

Repaymrient .of 

Banks 
ONCsD debt to 

5.0 10.ia 

New external borrowing 
by the Government or with)
Government guarantee
(In Millions of SDRs) 

1-12 years maturity 

of which:1-5 years maturity 

10.0 

-. 0 

20.0 

4.0 

20.0 

4.0 

Notes on 
the Quantitative
Performance Criteria under
 
the 1984/85 adjustment
 

1. 	In the event that external
the 	period July 1, 1964 
budgetary assistance falls below CFAF 10 billion during
- December 31,1, 1984 - arch 31, 	

1984, and CFAF 11 billion during the period Julyl98, and CFA.- 20,9 billion during the period July 1, 1984,

June 30, 1925, the changes in dorrestic
the shortfall, credit could be adjusted upward by'the amount of
assistance 

subject to a maximum increase of CFAF 2 billion.
exceed the 
above amounts, the ceilings 	 Should external budgetarywould be adjusted downward pro 	 tanto.2. 	The program does 
not envisage the receipt by Senegal of any exceptional
clal assistance (including grants during the period July 1, 1984 

external finan-­have the effect of.improving the 	 - June 30,net 	position of 1985 that wouldthe Government vis-a-vis the banking system. 

Should such assistance be received. however, the ceilings and sub-ceilingspro 	tanto, 
net 	 will be reduced
of any expenditure undertaken with such assistance. 
 g
In the 
event that drawings are
deposited at 	 made against the structural adjustment loans of the CCCE
the 	BCEAO on June 30,
"above the line" 	 1934 to
in 	the table on 
finance public sector expenditures not reflected
the Government financial
ceilings will be adjusted upward pro tanto up 	

operations, the ceilings and sub­to 

3. 	

CFAF 1.6 billion at end-June 1985.
The program envisages that outstanding 19E4/85 crop credit will
billion at end-December 1984, 
 not 	exceed CFAF 30.9
end-June 1925. 	
CFAF 33.3 billion at end-March 1985Should the outstanding crop credit fall 

and CFAF.19.7 billion
and 	sub-ceilings below the at
will be adjusted 	 figures above.
credit exceeds the dewr. . pro tanto. In the 	 the ceilings
event that outstanding crop
figures above, the ceilings and sub-ceilings will 
not 	be adjusted upward.
4. 
The 	exchange rate applicable to the 
new 	external borrowing will
a-vis the contract currency on 	
be the rate of SDP vis-
June 20, 1984.
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TASLC 4 
Pujblic and Publicly Guaranted 

LVrcaP.d.wn by Ma.icr Lerders 
o:f Tota l Outstanding 

Disburucd Debt,Dobt Ccirnrntments 
and Disbursements1 1 979,83 
(Ira r1111cris of SDRs) 

Surppliern cruditni 
uti A1ardingr, disbursed 

Com:mri tr-ents 
Disburserments 

1979 

68.7 
3.2 

13.8 

1980 

49.4 

2.7 

1981 

31.2 
0.9 
0.1 

1902 

14.0 
0.9 
7.6 

1983 

12.1 

1.9 

Financial inst itut ions 

Outsilandirn,disbu:s d 
Cc,.Ur, i tr.L-t s 
Di .b'rric- .cntn 

184.2 
33.1 
67.1 

177.4 
15.7 
58.1 

160.7 
59.2 

6.4 

270.9 
70.4 

297.4 
1.2 

ultil.itpral 1:ani 
Outstandirig,disbursed 
Commitments . 
Disbursements .. 

153.2 
50.5 
37.1 

209.5 
151.3. 
55.8 

299.6 
146.9 
81.2 

362.2 
61.5 

507.9 
131.6 

Bilateral loans 
;,.it%.tan i nr, d Isbursod 

Cc-..:,, i t mr.int -s 

Di~urcrento 

199.6 
44.9 

51.7 

246.7 
108.2 

75.9 

417.0 
181.3. 

127.8 

684.4 
290.5 

805.3 
150.5 

Source:MINISTRY of FINANCE 

(1) a, adium, and long term dab 
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TABLE 5
 
CiPERATiONS of Equalisation
 
.and Stabilization Fund
 

(CPSP, SONAR) 

(billions CFA) 1982/83 1983/84 1984/85 1985/86
 

I.CPSP -1.2 2.2 6.3 7.7 

Rocaipts 
Export crops 
Cotton(grain) 
Groundrsut products 

6.6 
1.6 
1.6 
0.0 

8.7 
5.8 
2.3 
3. 5 

9.1 
6.7 
1.2 
5.5 

10.6 
7.2 
1.7 
5.5 

Cora~uinption goods 
:Ic? 
Wheat flour 
Cooking oil 
Sugar 

4.9 
1.6 
0.7 
2.6 
0.0 

2.6 
2.6 
0.a 
0.0 
0.0 

2.1 
1.0 
0.0 
1.1 
0.0 

3. 1 
1.0 
0.0 
2.1 
0.0 

Taxes arid levies 0.3 0.3 0.3 0.3 

Expor.ditures 
.Ad.nist and Lapit'al 

8.0 
1.0 • 

6.5 
1.5 

2.8 
1. 

2.9 
0.6 

Agricultural propram" 0.7 1.6 0.3 0.3 

Export crops 
Grour,dnut products 
Cottorn 

4.8 
4.6 
0.2 

0.3 
0.0 
C'. 3 

0.6 
0.0 
0.6 

0.6 
0.0 
0.6 

Conr,.iption goods 
Sttgar 
Wheat flour 
Cooking oil 

1.5 
1.5 
0.0 
0.0 

3.1 
0.0 
0.2 
2.9 

0.9 
0.0 
0.9 
0.0 

1.4 
0.0 
1.4 
0.0 

2. SEELS -3.5 -3.5 -4.0 0.0 

3.Agricultural 
Fertilizer 
EAED 

program -4.0 
-1.5 
-2.5 

0.0 
0.0 
0.0 

0.0 
0.0 
0.0 

0.0 
0.0 
0.0 

TOTAL(1 2 3) -8.7 -1.3 2.3 7.7 

SOURCEsIMF AND CPSP 
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TABLE 6
 
Breakdown-of the 1983/84
 
groundnut harvest
 
(in metric tons)
 

1.Total verified prodution 

Oilseeds of which: 


SEIB 

SONACOS 

SONAR N1,N2 

SONAR (ordinary grade) 

Edible groundnuts 
SONACOS 

SONAR 


2.Seed stock 

Oilseeds of which: 


Ordinary grade
 
SONAR 

SONACOS 

SEIB 


GradeN1 

GradeN2 


Edible groundnuts 

SONAR 

SONACOS 


3.Trituration 

SEIB 

SONACOS 


4.Edible L undnuts 
(SONACOS) 


5.Total receipts(3+4) 


6.Losses(1-2-5) 


SOURCE:MINISTRY OF FINANCE
 

351.716
 
347.373
 
12.663
 

243.888
 
38.567
 
52. 255 

4.343 
2.524
 
1.819
 

128.726
 
125.881
 

52.255
 
31.940
 
3.119
 
5.765
 

32.802
 
2.845
 
1.819
 
1.026
 

214.847
 
47.805
 
167.042
 

1.498
 

216.345
 

6.645
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TABLE 7
 
SITUATION of GROUNDNUT OIL
 

PROCESSING for 1983/84 CROP
 
(In Millions of CFA)
 

1.EXPENDITURES 

SONACOS 

Variable costs 

Fixed costs 


SEIB 

Variable costs 

Fixed costs 


COMPENSATION for absorbing

Fixed costs 


2. RECEIPTS 

SONACUS 

SEIB 

Receipts on seeds 

SONACOS 

SEIB 


3. BALANCE(2-1) 


SOURCE:MINISTRY OF FINANCE
 

31632
 
22692 

(243.888 *84.139 CFA/T) 
 20520
 
2172
 

1472
 
(12.663 *81.936 CFA/T) 
 1037
 

435
 

7468
 

36048
 
(167.042 *155.000 
CFA/T) 25891
 
(47.805 *155.000 CFA/T) 
 7410
 

2747
 
2510
 
237
 

4416
 



TABLE 8
 
DEFICIT on seed stock
 
constituted by SONAR
 

from 1983/84 production 
(millions of CFA) 

I.DIRECT COSTS 

oilseed purchases 


N1 (5.765*59.000 CFA/T) 

N2 (32.802*56. 000 CFA/T) 

Ordinary grade 
of which:
 
SONAR purchases 
(50.101*52.000 CFA/T) 

(2. 153*50. 000 CFA/T) 
SEIB and SONACOS purchases
 
(35. 052*76. 000 CFA/T) 
Hardling costs 

Edible groundnut purchases 
Purchase cost 
(1.819*62.000 CFA/T) 
Handling costs 

2. INDIRECT OVERHEPD COSTS 


3. TOTAL EXP-ENDITURES(1+2) 

4.RECE IPTS 


5. DEFICIT (4-3) 

SOURCE:MINISTRY OF FINANCE
 

8612
 
8417
 
340
 
1837
 

2605
 
108
 

2747 
780 

195
 

113
 
82
 

1128
 

9740
 

2741
 

6999
 

A).
 



Table 9 Senegal: Production and Surface area 
1977/78 - 1984185 

of cereals crops. 

( In th.un t-ds of hectares. and tons 

* -', 
• 

. 

: 

* 

a 

" 

1984/85 (2): 

1983/84 a 

1982/83 . 

1981/82 

1980/79 a. 

1979.78 

1978/7 

Surface area 

82.7 

70.5 

86.2 

..71.3 

53.3 

51.1 " 

56.7 

: 

" 

a 

• 

Production 

98.5 

60.6 

82.1 " 

78.6 

'49.3 

4.5.3 

44.8 

; 

: 

a 

. 

* 

: 

Surface area 

52.5 

39.4 

45.9 

59.2 

,.. 

-

. 

z 

. 

9 

a 

a 

: 

a 

Production 

15.8 

12.9 

10.9 

25.8 

20.9 

22.5 

( a e• 

e• 

. 

°•. 
. 

(2) Paddy 
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":Table 10 S-.negal: Production and Surface area of Industrial crops.
 

1977/78 - 1984/85 

In thousands of hectares and tons) 

* 
.. . 

. 
..... 

. . 

. 
. 

Surface area 

Groundnuts 

'Production 

j 

: Surface area 

Cotton 

: Production _ 

1984/85 (1) z 1873.0 
• . 

. 682.4 . 

Sufc 

46.3 
are 

a 
. 

56.5 
-

1983/84 . .9874 . 568.8 . 33.4 . 36.5 

: 1982/83. 1139.4 1109.4 - 42.0 2 47.5 . 

: 2981/82 , 1015.5 a 884.7 . 32.0 • 41.0 . 

-1980/79.
. .oa 1085.0 533.4 29.8 a 21.9 . 

197978 117.9 * 795.2 a 30.8 a 26.8 , 

-a1978/77 • 
Zz 

(J) Projectionaa * " • ... .'... 

.* - . . . " . 

1175. 

*'.' .. 

a 11067.3 . 48.2 

. 

,: 

a 

a 

33.8 

,i 

2. 

*,-

.. 

.." a 

' 

. "'.,­

. 

* 

*.. 

... 

* 
. 

2 "a . 
**.* 

.. 

." 
* 

(1J) .Pzojections 
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Table 11 Senegal: -Productionand Surface area of cereal crop 

J977/78 -1984 

*( Zn thousands of hectares""abnd tons) 

: Rice 

Surface area : Production * 

Millet/Sorgh um 

Surface area - Production 

I 

* 

1984/85.(2) 

1983/84 

1982/83 
a 

1981/82 

1980/79 

1979/78 

1987 

-

. 

S 

-82.1 

mI 66.1r 

52.0. 

68.2 

71.6 

64.6 

914 
91. 

-

" 
* 

135.8 

108.5 

95.0 

103.3 

67.8 

112.7 a 

197817746.0 

" • 

1002.9 

783.6. 

990.0 

1176.9 

1083.6 

924.9 

1054.7 

*, 

a 

471.4 

351.8 

585,2 

736.4 

552.7 

495.1 

301.7 

---------------------------------------------------------------------- -----------------­

(2) Paddy. 
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THE MEDIUM AND LONG-TERM 

ADJUSTMENT PROGRAM 

ACTION PLAN
 

Analysis of past trends points out 
the impossibility of 
them
continuing without forced adjustments,
which would probably be 
the social and political cost uf 

fabric could 
more than country's social
bear. The 

the and .puliicalmedium 
chief 

and long-term adjuscment progra," chaim of which is to restore Senegal's economic and financialsituation, deploys a set of policies designed to:
 
- strengthen the sectoral bases of growth;
 

-
 raise the productivity of investments; and
 

-
 improve the financial position.
 

To implement 
these policies, the 
Government 
has drawn up an action

plan.
 

4.1. Measures 
to Boost Production
 

The restructuring of the economy will be pursued in order
stabilize economic growth. to
The authorities have accordingly decided
specific measures onto redynamize agriculturefishery, restructure and foster cie expansion ifthe industrial 
sector, and 
continue 
to prowot,.

tourism.
 

4.1.1. 
 New Agricultural Policy and Resrrucuriiig
 
of the RuralEconomy
 

Since April 1984, the Government has been ItupicinLncing a tiwagricultural policy focused on the following:
 

-
 farmer organization;
 

-
 input supply;
 

- reorganization of Regio"O 
 ,e e 

- a ce ls_ -po.icy .and 

- environmental protection through 
 aL n L, '.&L.1
agro-sylvo-pastoral system.
 

A. Organization of the Rural Ecunomiiu l.i i z. jof Responsibilities
toFarmers
 

The Government has implemented two measuresat aiaiLedprumocing solidarity through pU.ALIIyshared interests on cthe part ut C1h: 

/ 
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farmers. 
 Miapp geetionn 
 and producer-groups
established 
throughout the country (Law of Hay 11, 
have been
 

1984); as
autonomous corporate bodies, these groups-hba: " " ,
4Kc...to b]n.credit.
 

B. Input Supply
 
"01, Fertilizer. 
Beginning with the next 
crop season, 
ferctllzer
will be supled through the following concurrenc measures: 

- withholding from the crop proceeds of each groundnut farmer; 
- cash sale on the basis of regressive subsidies
Senegal's external donors over a four-year period; 

financed by
 
and
 

- bank credit (Caisse Nationale de Crddic Agricole).
 
After four years, consumption should 
be at 
least 120,000 
tons (i.e.
about one third of crop needs).
 

See__d. The--. Governmentof seed stock cu the has decided to transfer thefarmers over a managemlentbeen decided five-year period.to transfer the management It had alruddyof seedwho have replaced SONAR to the oil 4-rushing-firmsince the 
beginning of
season. 
 the current marketing
The actual transfer of the seed stock to the farmers hingesthe construction of vharehouset, on
and also for which financingon the possibility is being siught.of financing a bufferproduction shortfalls or natural disasters. 

seed stock to cover 

" Farn Hat 1 ner. • In order to upgrade theit has been decided farmers' equipwluci.to aet up a NationalMechanization. and to study 
Committee for AgricuLt 1 ral

machinery. Rebuwption 
how best to provide the farmers WiLlof industrial LlIand small-scale manufactureitems required.wll be encouraged. of tlic 

Disease control 
will in 
future 
cover
arrangements will be decided by the Government before the 

all crops. 
 The .-xact 

start oi the
next crop season.
 

C. ReorganizatIo

Agencies of Rpozsi lD 'velypvj.t
 

..
 

The Covernment has decided to accord priority to:
 
- the liquidation 
of SONAR and the Socidti des Terrus Neuvej
(STN) by the end of Hay 1985 at 
the latest;
 

phasing-ou&the btaff of §D _ 
 r
of Umpluyees will be reduced by 5OZ by "e
A 'concrat plan" end of May 19i5.
will be signed beforeto restructuring that date. withthe company &view
for achievement 
of specific

objectives;
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the implementation of measures aimed at finalizing before the
 
end of December 1984 the "contrac-plan" for SAED, which will
 
be based on the following principles:
 

- disengagement of SA h to t~he lbaefit tci Lmr.r..... 
associations and the private sector; 

- balancing of its accounts; and
 

- formulation of priority actions to be taken by SAED with 
a view to the post-dam situation; 

merging SOMIVAC and SODAGRI and a study of how best to
 
streamline ..- the new agency thus created, under a "concrat
 
plan" to be concluded by the end of March 1985;
 

reformulation of operating procedures for SODEFITEX and other
 
agencies based on the principle of transferring actual
 
responsibility to the farmers and disengagument uf the State.
 
A "contrat plan" will also be concluded by the" end of Harch
 
1985 with each of these agencies.
 

D. Cer'eal~s- Policy
 

The basic principles of the new policy are as follows:
 

increase in production through adequate supplies of inputs;
 

setting of price incentives for farmers;
 

establishment of a local grain market, in particular through
 
small- scale and industrial processing;
 

local grain production in particular through the gradual
 
raising of prices for imported grain; and
 

- immediate study and implementation of a national grain 
* project.
 

This new grain policy, which is aimed at achieving food self­
sufficiency, is also based on an increase in rainfed and irrigated
 
areas.
 

E. tivetoek --

The Government has decided to give priority to stock feed
 
through the use of agricultural by-products, the production of f.c;,ge
 
and establishment of fodder reserves, gradual sedentarization of herds
 
near wacer points, and regularization and regulaciti of livustuck
 
transhumance.
 



B4
 

F. :V..j"l
protection.
 

Environmental protection will be promoted through an
 

agro-sylvo-pastoral system. To this end, the Government has decided to
 

Implement a land use and consolidation program. In the fight against
 
drsertifcation, the establishment of village woodlot and "green
 
belts" will also help solve local energy problems as part of the
 

overall agricultural policy. 

G. Fishery.
 

The 	 Government has decided to intensify promotion of
 
traditional fishery through improvement of preservation conditions and 
tarketing. As regards industrial-scale fishery, the emphaisis will be 

on replacement of the fishing fleet, improvement in business management 

And increased bank credit. 

4.1.2. Promotion of Industrial Production
 

- The official strategy is in line with the Government's 
resolve to limit the role of the State in the sector to the 
enLablishment of conditions conducive to the growth of private 
Investment. 

The measures regarding industrial poliry concern:
 
(4) rehabilitation of industry; (b) higher productivity and keener 
competitiveness of Senegal's industry; and (c) promotion of private
 
Investment.
 

A. 	 Rehabilitation of Industry
 

.- The replacement and modernization of Senegal's industrial 
Infrnstructure is a major priority of the Government, which has decided 
on the following measures to stimulate private investment in industry: 

making industrialists better informc,i about the lprovisions of
 

the Investment Code, which offers companies the same
 
advantages for modernization programs as for new investments;
 
and
 

making the labor market more flexible. In this context,
 
entrepreneurs will be alluwed gieater freedom of decision as
 
regards the allocation and mobility of manpower and the other
 
factors of production. These two measures will also help
 
boost the sector's productivity and competitiveness and
 
thereby strengthen the bases for future growth.
 

B. 	 Improvement in the Productivity and Competitiveness
 
of Senegal's Industry
 

These measures involve:
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- "the continued formulation 
and implementation 
of tax and
tariff reform, in particular to 
reduce production costs and
make Senegal's industry more competitive;
 

the study on industrial incentives, 
to be completed by Hay
1985, which will be used 
in determining specific measures 
tocut costs and boost the efficiency of the agencies
mechanisms 
 that promote industry 
and
 

and exports (incJuding
export subsidies, 
ZFI, ASALE, CSCE, etc.). These 
measures

will be implemented in 1985/86; and
 

- wider tax incentives to improve the energy balance.
 

C. Promotion of Private Investment
 

All appropriate measures 
will be implemented to spur 
both

domestic and foreign private investment:
 

the recent refinement 
of the Investment Code, 
which fully
 
guarantees foreign investments, is in this vein;
 

-' new investment opportunities will also 
be generated through
the transfer of 
a part of the State's portfolio to the
 
private sector;
 

the Government 
will also 
make a diagnostic btudy of the
small-scale sector, to be completed by the end 
ou 1985; and
 
it will further promote the regrouping of promotion agencies

(e.g. SONEPI, SOSEPRA and SOFISEDIT).
 

4.1.3 Promotion of Tourism
 

The following measures 
are intended 
 to foster continued
 
expansion in the tourism sector:
 

- implementation of the Government's action program with a viewin particular to rehabilitatifig 
 the urban lintel sector(especially Cap Vert) and beach tourism on the "'Itite Cot."

and in Casamance;
 

- improved hotel management 
 and renegotiated 
 managemuet

contracts; and
 

- better financing facilicies 
for the sector in order to
strengthen SOFISEDIT actions in this regard.
 

4.2. Bolstering the 
Efficiency of Investment
 

This is based on the development of domestic savings thruugh
vigorous policies to restrict consumption, which is expected to rise by
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2.21 during the program period, i.e. at a lower rate than populationirowth (2.7%). This aspect also rests on the promotion of privateInvestment and andgradual eftective disengagement of Stacethe fromproduction and marketing activities. 

4.2.1. Public Sector
 

More specifically as regards the Public Investment Program, it has been 
decided:
 

- to further emphasize the priority accorde,! to directly
productive projects demonstrating a high rate of return and
the rehabilitation of existing equipment;
 

- to better identify the recurring costs .ssociated with
investments so toas determine the financial feasibility of
projects more accurately;
 

- if possible, to reallocate some theof financing already
secured in the light of 
the new priorities;
 

- to improve the monitoring of the physical and financial
 
execution of projects;
 

- to ensure better integration between the Investmrnnt planning
and programming system, State
the budget and foreign aid.
The Government has accordingly begun 
a study which will be
completed no than 1985later March and whose tecommendations
will be implemented 
in the course of the 1985/86 fiscal year.

This study covers:
 
i) restructuring of the public investment planning and
 

programming services;

(ii) the devising of programming and budget methods;
(iii) improvement of the accounting 
 and financial
 

monitoring system;
 

- to refocus the development strategy for community facilities(education, health, social infrastructure, urban development, 
etc.); and 

- 'to seek, to the extent possible, greater participation by the
beneficiaries in the financing of water, health and education
 
investments:
 
(i) as regards education, priority will fie 
given to the
 

swift development of primary 
 education and

technical and vocational training;


(ii) 
 as regards health, priority will be given to

development of 
primary health care, especially in
rural areas, and more efficient hospital services
and procurement, storage and 
 distribution
 
procedures for drugs and medications.
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4.2.2. Private Sector ­ -
168. 
 With 
a view
Institutions will 

to fostering domescicbe encouraged savings, flitncial
local to adapt
institutional 
constraints. 
their saving:i instrumeitrs Euenvironment The object
more conducive to will bC to restore 
anSta'e's disengagement policy. 

totally private investment 
as part of ci.:
to make 
i5 The Government has counsLquencly deCdludor market"scmoz.-faxible 
and-o en-oiazage foreign private_,
"ETvestnet:i -he.'prductive 
 ectr oth-,ec6noiy. 
In addition. the system of
bring It into tax benefitsline with will bthe revi.wc-d roamendments to the Invescu,uc Cod.
 

4.3. Restructuring of the Parapublic Sector
 
'a The 
 measures
GoveL'nmcut's decided in
commitment this respecE,
to disengagement, r,!iI,:LLit it.
are 
a follow:.: 

Sureyand coumlete the evaluation oDecemiber 31, I porfcli1904, focusing on.----- by 
formulation of a clear strategy for 
the. SE.I e If'jsar h. .sector; and
 

- limitation of the formution of :ww owp:autu:,.

Grt9du./0

tri.. tea' subsidies,to I,l'au t - ultimately,. to |
9hd .,tlut ..dl
Cuvuait 
 1U &h
1
 
The subsidies to the
(administrative various types
public of p'lIl i'
enterprises,
enterprises and enterprises public rv.
operating In uchar scturu)be Identified. will
 

The subsidies 
to each enterprise will be deterulnd by

COmmitments to recovery and reduced to 

their
with 
 their 
 assigned a level
purposes in accordaiic
and 
 the 
 SLte'
constraints. budget
 
The negotiation of all "contrat-Plans- wll bu 
-ubjucrtoa
 
precise timetable for the reduction of State 
s"budic. 
The budgets of all administrative 
public 
!terprzsucs 
will be 
revised with a view to reducing operating costs.
 

pmapoved.Monit-r~ng 

the
of 
 Sector.
 

stablishment 

msalihment Of a unit responsibleo ui for monitoring internal
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Mandatory annual external audits for all parnpubllc companies
 

with annual turnovers exceeding CFAF 5 billion.
 

study of the functions of all supervisory and control
A 

agencies will be completed by the end of 1985.
 

Strengthening of the "contrats-plans" uni . through tile 

of staff from the control agncies who are
assignment 

thoroughly familiar with their workings.
 

Improvement of Sector Performance
 

Negotiation of "contrats-plans" on the basis of decisions 

taken by the Government in 1983 (12 to 15 enterprises by the 

end of 1986). These "contrats-plans" must Include detailed 

performance criteria.
 

Six-monthly evaluation of "contrats-plan" execution. 

upAccelerated liquidation of bankrupt aencies and winding 

of those that have accomplished their purposes. 

4.4. Rehabilitation of Public Finances
 

The measures will relate to both expenditure and receipts. 

Ile policy of austerity and budgetary rigor will be pursued, in 

particular by keeping personnel, supplies, equipment and transfer 

expenses to a bare minimum. 

. As of fiscal 1985, the operating budget will show a surplus. 

ffnrtq will focus on paying off arrears owed to both enterprises and 

the banking sector. Arrears due to the private sector will be cleared 

by the end of fiscal 1987/88. The ONCAD debt will be paid off no later 
th6an tie end of fiscal 1988/89. 

P;.. As regards personnel expenditures, which are somewhat 

difficilt to trim, the existing monitoring of staff will he stepped up 
Inorder to limit staff growth in administration, dece'rtralized public
 

intitles and public enterprises to a marginal or even zero level. This 
growth will not exceed 1.3% for the civil service in fiscal 1984/85. 

The duties assigned to the unit responsible for monitoring staff and 
the wage bill will be expanded as follows: 

- a survey will be made of administrative staff in public 
enterprises and entities; 

- all recruitment in schools providing training for civil 
service must be.approved in advance; and 

- all new recruitment must be approved in advance. 
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Funds will be allocated from the operating budget to
 
gradually cover the expenses of the "Caisse Auconome d'Amortissement".
 
CFAF 6 billion has been allocated for fiscal 1984/85.
 

The additional savings that can be expected from these 
measures on the expenditure are modest; however, it is expected that 
performance can be markedly improved as regards receipts. In this 
respect, the major effurts to recover arrears on fees and taxes will 
continue. The offices responsible for assessment and collections will 
be made more efficient (e.g. through computerization). 

The increase in the efficiency of internal revenue services
 
will be based on a general tax code and a reformed customs code that
 
will be simplified and more efficient. More specifically, better
 
assessment of taxpayers' property will improve real estate tax. receipts.
 
These reforms and the study are under way and should be completed in
 
fiscal 1985/86.
 

In conjunction with the expected findings of the study on
 
industrial incentives, these reforms may be implemented without
 
increasing the nominal tax rates but with a substantial reduction in
 
exemptions of all types. Lower nominal tax rates with fewer
 
exemptions, e.g. with ceilings on exemptions allowed, would generate
 
more tax revenue.
 

The financial position of Treasury correspondents will b.e 
improved so that they ito longer are a burden on public funds. Specific
 
measures have been decided on to improve management in the parapublic
 
sector (see Chapter II above).
 

"*. The equalization and stabilization role of the CPSP will be
 
confirmed as soon as possible. Studies have been begun to this effect 
and the Government intends to implement their conclusions as soon as 
possible. 

4.5. Restoring Lquilibrium in the Balance of Payments
 

With a view to eliminating the current account deficit, the 
level of imports will be gradually stabilized. In 1984, the growth uf 
imports in terms of value should not exceed 5%, which represents a 
smaller volume. 

. Exports will be stimulated through existing export subsidies.
 
The stimulus to production resulting from the new tax rates and
 
especially the healthier economy will also be more effective.
 

* --. Major investment projects will be financed out of external 
funds. Furthermore, direct foreign investment will be actively 
promoted. 

- The borrowing policy will be adjusted to ease the strain on 
public finances and the balance of payments. There will be ceiling .on 
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the object will be to obtain loans with sizableborrowing3 from banks; 
concessional components. 
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A MEMORANDUM
 
FROM S. J. LITTLEFIELD
 
DIRECTOR USAID/SENEGAL 

TO 

MAMOUDOU TOURE
 
MINISTER OF FINANCE 

This is to inform you that USAID/Senegal is willLng to recommend
 
through AID/W that the U.S. Government provide Senegal with a $15.0
 
million budget assistance grant. These funds, which are available under
 
the Economic Support Fund (ESF), are intended to support the GOS
 
structural adjustment effort both at the macro-economic level and in the
 
ag~icultural sector. In view of USAID's concern for the agricultural
 
sector, the total t15.0 million grant is'-to be used to offset the seed
 
stock deficit as was decided on November 21, 1984 with the approval of
 
BCEAO, BNDS, SONACOS, SEIB and SONAR.
 

CONDITIONS PRECEDENT TO DISBURSEXeNT 

Actual grant disbursement currently scheduled by December 31, 1984
 
will be subject to three conditions deemed essential to an adequate
 
implementation of the GOS adjustment program. Firstly, the on-goiug
 
negotiations between the GOS and SAED should be concluded with the
 
signing of a second contract plan (lettre de mission) acceptable to the
 
GOS, SAED and to SAED's major donors especially the USAID. Secondly, the
 
negotiations between the GOS and oil crushing firms concerning the
 
transfer of seed stocks management from SONAR to the oil crushing firms
 
should be concluded with the signing of an agreement setting the specific
 
costs of the operation. Thirdly, to ensure that the GOS financial status
 
is consistent with the IMF assumptions, oil crushing firms should
 
entirely reimburse outstanding crop credit granted for the 1983/84
 
agricultural season.
 

According -to these estimates considered during the November 21
 
meeting, SONACOS accounts show a 920 million CFA balance and SEIB owes
 
1.68 billion CFAF (of which 1.34 billions to SONACOS and 332 million to
 
the banking system) for a total amount to be paid under the 2.6 billion 
outstanding crop credit. Furthermore, the IMF financial program provides 
for a 3.5 billion CFAF positive excess profit which oil crushing-firms 
should pay to the GOS by December 31, 1984. Although the selling price 
of groundnut to oil crushing firms is not yet definitely set, on the 
basis of the June 1984 data and of the July - October period assumptions 
noted in Marchds Tronicaux (a French language business and trade 
magazine), it should very likely be somewhere around CFAF 155/kg. 
According to these preliminary calculations, the positive excess profit 
owed to the GOS should be about 4.37 billion CFAF that is an 870 million 
CFAF appreciation over IMF assumptions. 
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Considering that compliance by the GOS with the IMF performance 
criteria by December 31, 1984 is dependent upon both U.S. budget
 
assistance payment and materialization of the other assumptions in the
 
table of government financial operations, it appears necessary that oil
 
crushing firms repay the total crop credit and also pay the excess profit
 
on groundnuts prior to or at the same time as the U.S. contribution. We
 
therefore require GOS confirmation on this vital point. For the payments
 
by oil crushing firms of the excess profit to immediately impact upon the
 
GOS position vis a vis the banking sector, we suggest that the excess
 
profit be directly paid into the Treasury's account with the Central Bank
 
instead of through the CPSP.
 

A POSSIBLE MULTI-ANNUAL PROGRAM 

As I suggested to you during our November 20 meeting, USAID/Senegal
 
plans to submit to AID/W a proposal for a multi-annual budget assistance
 
program as from December 1985. For instance, such a program could
 
consist of a 15 million dollar annual package over a three-year period.

The three-year period schedule is interesting in this that the USAID
 
funds could support specific in depth reforms rather than merely serve to
 
rescue the IMF short-term stabilization program in extremis. Providing
 
for a possible longer cerm program, USAID means to include in this grant
 
agreement a set of five objectives. A decision on the advisability of a
 
multi-annual program would be jointly taken with the GOS following a
 
review of progress made in the implementation of all five objectives.
 

PUBLIC FINANCES
 

The details of the first objective are still to be set following
 
discussions between GOS and USAID experts. But we think that fiscal
 
performance measured as a percentage of GDP could be improved to reach
 
the 1979/80 level that is about 24 percent of the GDP. Such improvement
 
seems possible to us without any further tax rate increase and perhaps in
 
some cases with a reduction in tax rates so as to reduce incentives to
 
tax evasion. GOS efforts could focus on tax collection and provision of
 
appropriate capacities for the customs and tax services to improve their
 
work performance. A definite objective for increasing GOS income in
 
terms of GDP percentage might be set for the upcoming twelve months, for
 
instance a 19 - 21 percent of GDP increase.
 

THE FERTILIZER SUB-SECTOR
 

The second objective concerns privatization of fertilizer
 
distribution in Senegal.
 

Pursuant to the New Agricultural Policy and to the liquidation of
 
SONAR, it is necessary to find one or several alternative fertilizer
 
distribution systems. Selection criteria should bear on: (1) the
 
establishment of a large distribution network with no direct GOS
 
involvement and mainly in the regions where the rainfall is adequate
 
enough to ensure sufficient returns to fetilizer application (2) the
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phase-out of the retained earnings system which is not only uneconomic 
but also causes inadequate fertilizer application rates, (3) a marked 
reduction in the selling price of fertilizer to farmers through lower
 
production costs and if necessary through one or several donors' subsidy
 
over a limited period, and (4) the development of a cash sale system(*).
 
In the very short-term, (end of February 1985) the GOS should encourage
 
interested private companies to make concrete proposals for the 1985/86
 
agricultural season's activities. By the end of may 1985, the GOS should
 
develop a medium term action plan for the state's withdrawal and the
 
privatization of fertilizer distribution.
 

RURAL DEVELOPMENT AGENCIES PHASE-OUT.
 

The third objective concerLa -:he implementation of the institutional 
reforms according to the GOS schedule in the new Letter of Intent with 
the I.M.F. especially concerning the Rural Development Agencies 
Phase-Out, the liquidation of SONAR and STN and the redefinition of the
 
CPSP's tasks and responsibilities. Upon GOS request, USAID is currently
 
funding a study on the imported cereals' sector with the financial
 
aspects of it assumed by Arthur Anderson Consulting firm and the
 
technical aspect by the Food anel Feed Grain Institute of Kansas State
 
University. We expect both aspects to be completed in the course of
 
December and to meet with the GOS experts in order to outline an action
 
plan for the reform of this sector.
 

SAED'S ROLE
 

The fourth objective is related to the third but mainly focuses on
 
SAED's specific role. SAED will soon be signing a second contract plan
 
(Lettre de Mision) with the GOS providing especially for the terms and 
conditions of its withdrawal from production tasks. USAID believes that 
this is essential to the future development of the region and that the 
contract plan should be very clear on that point. Equally important for
 
SAED's future is its so-called public service role which should be
 
consistent with the GOS budget capacity to meet the costs of public
 
services provided by SAED. In this connection, the GOS should set a
 
level of subsidies for SAED that corresponds to its fund availabilities
 
and commit itself to paying them on a regular basis according to a
 
specific time schedule. For the next twelve months, the GOS should
 
commit itself to paying the subsidy level as approved under the second
 
Contract Plan (Lettre de Mission).
 

(*) USAID 
fertilizer 

with ISRA's 
sector which 

assistance 
will soon 

has just completed a study on 
be discussed with the Ministries 

the 
and 

agencies involved. 

1r 
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CER.EALS POLICY
 

The fifth objective concerns cereals policy but this objective is 
still not clearly defined. A major constrait: to increasing the market
 

for domestic cereals is the lack of a mar,.eting system for regular
 

consumer supplies and market outlets for production. USAID is convinced
 
that there is no way this can be achieved unless private sector marketing
 
regulations are liberalized and incentive producer-prices are set.
 

Therefore we wish to work with the G0S in the near future in order to
 

identify the concrete measures needed to implement such a liberalization
 
policy.
 

I hope this memorandum will help reinforce the fruitful cooperation
 

between the G0S and USAID in the structural adjustment area. U.S. budget
 

assistance to Senegal is a recent phenomenon that dates back to August
 

1983. We believe that in order to minimize the impact of this assistance
 
upon Senegal's economic and financial status, a multi-annual approach
 
with in-depth reform objectives should be used. We, accordingly wish to
 
establish the bases for an informal but regular dialogue between
 

Senegal's Government and our Mission experts in Dakar. Considering that
 

the above-mentioned objectives are related to institutional reforms,
 

USAID will, of course, be willing to consider possible requests for
 
technical assistance from the G0S for reinforcing the reform process.
 

Sincerely Yours,
 

S.J. Littlefield,
 
USAID Mission Director
 

cc: 

- Mr. Minister of State, Secretary General Presidence's Office
 
- Mr. Minister of Plan and Cooperation
 
- Mr. Minister of Rural Development
 
- Mr. Oumar Khassimou Dia, Managing Director of SAED
 
- Mr. Serigne Ahmadou Camara, Secretary General at Presidence's Office. 
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I. GROUNDNUT MRKETING 

I.1. Purchases by Oil Crushing Firms 

The groundnut marketing season for 1983/84 involved the SONCOS 
and SEIB oil crushing firms and SONAR the Government agency for seed 
management. 

Groundnut marketing is governed by a contract between the GOS
 
and the SOKXCOS and SEIB oil crushing firms; this contract establishes
 
the producer price per kg of groundnuts and sets aside a cost package
 
covering the intervention expenses of the oil crushing firms 
(transportation, handling, financial costs, etc...). For the 1983/84
 
agricultural season, the producer price was maintained at 70 CFAF/kg as
 
during the previous agricultural season. However, 20 CFAF/kg are
 
withheld from the producer price. Out of the 20 CFAF, 15 are allocated 
to SONAR to replenish the seed stock while the remaining 5 CFAF are 
allocated for fertilizer purchase. In total, the net amount received by
 
the producer is 50 CFAF/kg. Concerning the marketing costs of the oil
 
crushing firms, the contract makes a distinction between variable and
 
fixed costs. 

For S0IACOS and SEIB, variable costs amount respectively to
 
14.139 CFAF/kg and 11.936 CFAF/kg. The difference in variable costs 
between these two is due to the fact that S01COS buys groundnuts 
throughout Senegal with the exception of the Diourbel region (160 km from 
Dakar) and while SEIB has only one collection area. 

In addition, there are fixed costs which are incurred by oil
 
crushing firms to cover the insurance and shelling costs. On this issue,
 
the contract has established a 2,172 million CFAF and 435 million CFAF 
package for SOMCOS and SEIB respectively. This substantial difference 
is due to the difference in size between the two oil crushing firms. 
SONACOS is made up of three plants located in Dakar, in Kaolack (180 km 
south of Dakar) and in Ziguinchor (450 km south of Dakar). These 
factories have a capacity of about 800,000 tons. SEIB consists of a one
 
single industrial unit located in Diourbel (150 km North East of Dakar)
 
with a 200,000 ton capacity.
 

During the 1983/84 agricultural season, SONACOS purchases 
reached 243,888 tons of groundnuts for oil production and 2,524 tons of 
edible groundnuts. As for SEIB, its purchases totalled 12,663 tons of 
groundnut for oil production. 
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1.1. Relationships between SONACOS and SEIB
 

The production capacity for these two oil crushing firms is
 
1,000,000 metric tons. This is distributed as follows:- 800,000 tons or
 
7-% for SONAkCOS and 200,000 tons or 25% for SEIB. As the groundnut
 
collection area covered by SONAOS is much larger than that of SEIB, the
 
government has determined that the amounts of marketed groundnuts should
 
be distributed for crushing proportionally to the productive capacity of
 
the two firms. Thus SONACOS took about 40,000 tons from its purchases
 
and transferred them to SEIB.
 

1.3. Seed Purchases by SONAR
 

SOR is the agency responsible for seed management. The seed
 
stock which ranges between 125,000 and 130,000 tons is replenished each
 
year. The seeds consist of grains known as Nl, N2 and ordinary seeds.
 
Ni seeds are first grade while N2 are second grade .groundnut seeds. N1
 
and 2 seeds are produced by farmers supervised either by the Seed Service
 
(which reports to the Ministry of Rural Development) or by ISRA 
(Senegalese Agricultural Research Organization). During 1983/84
 
marketing season, SONAR bought 5,765 tons of N1 seeds, 32,802 tons of N2 
seeds, 72,254 tons of ordinary seeds and 1,819 tons of edible
 
groundnuts. SONAKR's direct purchases totalled 92,640 tons.
 

As the seed stock is set by the GOS at 130,000 tons, SONAR 
complemented this amount by turning to the oil crushing firms. 

1.4 Blocked seccos
 

Blocked seccos are groundnut stocks bought by SONACOS and 
SEIB oil crushing firms and made available to SONAR to complement the
 
seed stock. It is thus a SONAR debt to SONACOS and SEIB. During 1983/84 
marketing season, SONACOS stored 31,940 tons of groundnut seed for oil
 
production and 1,026 tons of edible groundnuts to complement SONAR's seed
 
stock.
 

SEIB stored about 3,119 tons of groundnuts for oil
 
production to help SONAR replenish its seed stock.
 

In the final analysis, the seed stock reached 128,725 tons
 
or a total of 92,640 tons of direct purchases by SONAR and 36,085 tons
 
stored by SONACOS AND SEIB.
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II. Fundiag of the 1983/84 marketing season
 

II. 1 The characteristics of the funding
 

The 1983/84 agricultural season, like the preceding ones, was
 
fully financed by the local. banking system. All three agencies (SONACOS, 
SEIB, SOkR)are financed by a 7 bank consortium of which the BNDS (Banque
 
Nationale de D~veloppement du S~n~gal, with over 70% of its shares held
 
by the GOS) is the leading partner. Under VMU (West African Monetary
 
Union) regulation, all bank credits provided to finance the agricultural 
season are refinanced by the Central Bank at the concessional interest 
rate of 8.5%. However, these terms apply for only twelve months. The
 
portion of these credits not reimbursed beyond twelve months is
 
considered as regular credit and the interest rate is increased to 10.5%.
 

Overall Status of the crop credit
 

The groundnut crop credit is broken down into three separate
 
accounts for the three firms involved in the marketing process; the
 
amount of the bank drawings are as follows:
 

a) SONACOS: 21,520 million CFA francs.
 

This amount includes the purchases of groundnuts at 70 CFA
 
francs/kg plus the intervention costs (transportation, overheads,
 
financial costs etc...)
 

Out of this price of 70 CFA francs/kg, the farmer receives 
only 50 CFA francs/kg, the remaining 20 CFA francs/kg are withheld; 15 
CFA francs as retained earnings on seeds for SONAR and and 5 CFA francs 
on fertilizer. 

The retained earnings on seeds covered by SONACOS purchases 
totalled 3,510 million CFA francs which are receipts for SONAR; the 
retained earnings on fertilizer defrayed by SONACOS purchases amount to 
1,100 million FC& francs. 

b) SEIB: 1,310 million CFA francs. 

This amount includes as in the case of SONACOS the cost of 
the groundnuts with the 20 CFA francs/kg retained earnings. 

In this case, the total amount of retained earnings on seeds 
is 190 million and 63 million CFA francs for fertilizer. It thus 
appears, considering the financing of the agricultural season that SONAR
 
receipts through the retained earnings on seeds amounted to 3,700 million
 
CFA francs. (3,500 million CFA throu7h SONACOS purchases and 190 million 
CFA francs through SEIB). 
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c) SON&R
 

Unlike SONXCOS and SEIB, SONAR's bank financing was not made 
on the basis of 70 CFA francs/kg, as part of this price consists of the 
15 CFA francs retained earnings on seeds. 

S0 kR bought seeds at various prices, depending on the grade

of the seed, but at prices exclusive of retained earnings. Thus the Ni 
grains were bought at 59 CFA francs/kg, the N2 grains at 56 CFA francs/kg

and the ordinary grains at 50 and 52 CFA francs/kg and the edible 
groundnut at 62 CFA francs/kg. SONAR's bank drawings totalled 6,400 
million CFA francs.
 

This amount represents SONAR's gross debt to the banking
 
system. These are drawings made by SOAR to purchase 92,640 tons of
 
groundnut seeds.
 

II 3 Reimbursement of the crop credit
 

Formally, the full crop credit should be repaid within 270
 
days, between January and October. However, the delay in the repayment
 
of the three crop accounts are due to the following:
 

The long delay in the signing of the industrial charges 
contract "between the GOS, SONACOS and SEIB. Whereas the first"marketing" con 1 ract sets the producer price for groundnuts and the 
various intervention costs the "industrial charges" contract assesses the
 
processing costs from groundnuts into crude oil and the "selling price".
 

The "selling price" is a strategic variable of the g-oundnut
 
sector in Senegal; it reflects the export value per Kg of groundnuts
 
after deduction of the industrial processing costs defrayed by the oil
 
crushing firm. The contract provides for a 2,5% margin upon ex-factory
 
prices.
 

In short, as along as the "industrial charges" contract is
 
not signed, the oil crushing firms will reimburse the crop credit on t.he
 
basis of a provisional selling price. The delay in the establishment of 
a final selling price prevents the regular repayment of the crop credit 
within 270 days. 

Furthermore, S0R's reimbursement of crop credit has been
 
substantially delayed because of the gap between the total cost of the
 
seed stock and the receipts resulting from the 15 CFA francs/kg retained
 
earnings.
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Normally, SONAR operating expenses (salaries, supplies
 
etc...) are to be covered by a government subsidy. However, due to
 
serious public finances constraints this subsidy was not disbursed in a
 
timely manner. Thus, in order to meet its operating expenses SON. R used
 
part of the money From the retained earnings on seeds. Thus, the non
 
payment of the gov!rnment subsidy to SONAR makes it still more difficult
 
to settle SONR's bank debt.
 

III. Financial status of the 1983/84 agricultural season.
 

111.1 SOIR's financial status
 

In order to purchase the 92,640 tons of seeds, SONAR used
 
bank credits totalling 6,400 million CFA francs representing the 
principal due on crop credit. To reimburse this debt, SONAR was granted 
a total amount of 3,700 million CFA francs representing the full retained 
earnings on seeds. However, because of the non disbursement of the 
government subsidy, SONAR utilized the amount of 959 million CFA francs 
from the retained earnings on seeds to meet its operating expenses. As a 
result, SONkR's outstanding bank debt amounts to 3,659 million CFA 
francs. To this amount should be added the interest charges which amount
 
to 585 million CFA francs. Thus, the total bank debt (principal +
 
interest is equivalent to 4,244 million CFA francs.
 

To this bank debt should be added SONAR's liabilities 
towards SEIB and SOkCOS which amounts to 2,750 million CFA francs. 

III. 2. Excess profits from Groundnuts
 

Excess profits from groundnuts can be defined as the
 
difference between SONACOS and SEIB expenses and receipts. During
 
1983/84 season, expenses were 24,164 million CFA francs. This amount
 
represents all the purchases and costs covered by SEIB and SONMCOS during
 
the groundnut marketing season. As for the amount of the receipts, it is
 
equivalent to the selling price of 155 CFA/kg multiplied by the amount of
 
groundnuts processed into crude oil, the quantity processed into crude
 
oil for export amounted to 214,847 tons.
 

As for the selling price, it is equivalent to the
 
average groundnut world price calculated over twenty seven periods of ten
 
days (between January 84 and October 84) after deduction of the
 
industrial crushing costs. As the selling price is 155 CFA francs/kg,
 
the earnings of oil crushing firms for 1983/84 were 33,301 milion CFA
 
francs. To this amount, should be added 2,750 million CFA francs owed to
 
SEIB and SOkCOS by SONR.
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SEIB and SONRCOS earnings totalled 36,051 million CFA francs. 
Normally, groundnut profit is thus in excess and should amount to 11,887
 
million CFA francs. This amount is the difference between the receipts
 
and expenses which should be deposited in the Public Treasury. However,
 
this amount is reduced to take into account the overhead costs
 
attributable to the fact that oil crushing firms are operating under
 
capacity.
 

The contract signed between the GOS on the one hand and SOMCOS
 
and SEIB on the other hand guarantees the crushing of 600,000 tons which
 
represents the "break even point" for the firms (e.g. 450,000 tons for
 
SOMCOS and 150,000 tons for SEIB).
 

If SO.COS and SEIB crush an amount exceeding 600,000 tons, they
 
are required to pay the GOS an indemnity which depends on the difference
 
between the actual amount crushed and the 600,000 tons break even point.
 
Otherwise, as was the case for the 1983/84 agricultural season, the GOS
 
is required to pay compensation. In fact SON&COS and SEIB crushed only
 
214,847 tons. Thus the compensation is calculated as follows:
 

C - (214,847 - 600,000) x 0.8 x 24,236, where 0.8
 
represents the fixed costs coefficient and 24,236 CFA francs/kg
 
represents the industrial crushing costs.
 

In the final analysis, this compensation for absorption of fixed 
costs amounted to 7,468 million CFA francs. By deducting this amount of 
7,468 million CFA francs from excess profits (11,887 million CFA francs), 
SONXCOS and SEIB oil crushing firms should pay by December 31, 1984 the 
amount of 4,419 million CFA into the Public Treasury. 
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REPUBLIQUE DU SENEGAL
 
Da k r. le....... . . . . .
 

NiI NISTERE 	 %' 

DE L'ECONOMIE ET DES FINANCES 
_. 	 7 

.• , _ .
 

• j 	 U-"AJ3 / SE_'! 3GAL. 

"ate recciv d . .......... /adame 	 Directeur, de US-AID
, LI2TLEF!LD, 

IRegistry , ........
%
I-."" 	 ' ...... Ambassade des Etats-Unis 

Date Action Ta',-p .....
Action Takrr 	 D A K A R" 

Signatur: 

Objet 	 Aide budgdtaire amdric.ine destinde Z rembourser le ddficit 

financier -

Madame le Directeur, 

En r4_'ponse A votre lettre et votre aide mmzire citds 

en-objet, j'ai l'honneur de vous confirer l'accord du gouvernement sdn='a­

lais sur la rdalisation des conditions prdalables. 

INFO 
 Le protocole concernant le transfert de la gesticr du
 
MR stck-sencier aux huiliers sera sign6 avant le 20 ddce-rbre 1984.
 

MO 

ECU Le credit consortial accordd au titre de !a ca amgpae 
RB!.o .1983/84 sera ddnoud par les huiliers et le rdsultat net qui ne sera pas 
Fcg Coa
 
EUtG 	 infdrieur A celui projetd dans les tableaux convenus avec le FXI sera reva: 
FBCPO 
&O-O sd au Thsor Public dans les ddlais.
 
STOO
 
FFP
 
HPNO Tout sera mis en oeuvre, de concert avec les bailiieurs
 
PO
 
M.	 de fonds pour cue la lettre de mission de la .SAEDsoit labcrde et sisnie 

avant le 20 ddcerrbre 1984.
 
Emb,,!sy 



-2-

Je tiens & vous redire notre haute apprcatcL L; LUu 

soutien que nous apporte votre pays. Votre proposition d'un 

pluri-annuel est du plus haut intdr t. C'est pourquoi, j'ai dorin.' ilistrtc­
tion A nes services d'entrer en contact avec les votre pour l'ltudier. 

-Le Sdndgal entend poursuivre une-politique d'ajuste:- ­
ment exigeant des efforts soutenus et durables. Sachant l'engagerent de 

votre pays & nous soutenir, je ne puis que souhaiter le rercorcefT.nt de 
la collaboration de nos services pour identifier les. problkTes et poursui­

vre Ja recherche de solutions d'avenir. 

Veuillez agrder, Madam le Directeur, ! a'surarnce c. 
ma haute considdration.
 

Q Pour .. e !, 

.t TOL2 I 

• ! c 

http:rercorcefT.nt
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DRAFT 

A.I.D. Program No. 685-0287
 
Programme de 1'A.I.D. N* 685-0287
 

PROGRAZ!
 

GRANT AGREEMENT 

BETWEEN
 

THE GOVERNMENT OF THE REPUBLIC OF SENEGAL
 

AND-


THE UNITED STATES OF AMERICA 

FOR 

STRUCTURAL ADJUSTMENT 

ACCORD DE SUBVENTION DE PROGRAMME
 

ENTRE
 

LE GOUVER%'EMENT DE LA REPUBLIQUE DU SENEGAL
 

ET 

LES ETATS-UNIS D'AMERIQUE 

POUR
 

LE PROGRAMME D'AJUSTEMENT STRUCTUREL 

Dated: 

En date du:
 



ACCORD DE SUBVENTION 

Subvention Numdro: 685-0287 


En date du: 


Entre 


Le de la Rdpublique du Sdndgal 
("Bdnfficiaire") 

Et=And 

Les Etats-Unis d'Amdrique, agissant 

.par l'interm~diaire de l'Agence pour 
le Ddveloppement International 
("A.I .D.") 

Article 1: 	 La Subvention 


Les Etats-Unis d'Amdrique, 

conform~ment a la Loi sur l'Aide au 

Nations EtrangZres de 1961, telle 

qu'elle a 	 6M modifide, acceptent aux 
termes du present Accord d'allouer au 

Gcuvernement de la Rdpublique du S~ndgal 

une subvention ne devant pas d~passer 

q,,inze millions de dollars amrricains 

(15.000.000 millions de dollars) ("La 
Subvention") en vue de promouvoir le 
d~veloppement dconomique du Sdngal. 

Article 2: 	 Conditions Pr~alables au 


Ddboursement 


Section 2.1: Conditios Prdalables 


Avant le premier d~boursement au 

titre de la Subvention, ou 

i'6tablissement par I'A.I.D. des piaces 

par lesquelles le d~boursement sera 

effectud, le Bdn6ficiaire, sauf avis 

contraire exprimd par dcrit par les 

parties, fournira A 'A.I.D., sous une 

forme et dans . des termes jugds 

3cceptables par I'A.I.D.:
 

GRANT AGREEMENT 

Grant Number: 685-0287
 

Dated:
 

Between.
 

The Republic of Senegal ("Grantee") 

The United 	States of America, actinE
 
through the Agency for Internationa] 
Development ("A.I.D.") 

Article 1: 	 The Grant
 

The United 	 States, pursuant to tne 
Foreign Assistance Act of 1961, as
 
amended, agrees to grant the Government
 
of the Republic of Senegal under the 
terms of this Agreement not to exceed
 
fifteen million United States dollars
 
($15,000,000) (the "Grant") to promote
 
economic development in the Republic of
 
Senegal.
 

Article 2: 	 Conditions Precedent to 

Disbursement -

Section 2.1: Conditions Precedent
 

Prior to the first disbursement under
 
the Grant, or to the issuance by A.I.D. 
of documentation pursuant to which
 
disbursement will be made, the Grantee
 
will, except as the Parties may 
otherwise agree in writing, furnish to 
A.I.D., in form and substance 
satisfactory to A.I.D.: 



ACCORD DE SUBVENTION 

PROGRAM:E D'AJUSTEMENT STRUCTUREL 

(685-0287) 


(a) Une ddclaration attestant que

la/les personne(s) nommde(s) sont 
habilitde(s) A agir en qualitd de 
reprdsentant(s) du Bdn~ficiaire 
conforiadment A la Section 7.2, ainsi . 
qu'un specimen de la signature de chaque 
personne certifid conforme; 

(b) Une attestation indiquant le 

nom de la banque et le numdro du compte 

dans lequel le d~boursement sera 

effectud;
 

(c) Une copie signde du contrat 

liant le BUndficiaire d'une part et la 

SocidtS Electrique et Industrielle du 

.aol ("SEIB") et la Socidtd Nationale de 

Comiercialisacion des Oldagineux du 

Sdn6gal ("SO'4ACOS") d'autre part, et 

concernant les coots et les moyens de 

transferer la gestion du capital

semencier a la SEIB et A la SOtIACOS. 


(d) Un projet de contrat-plan 

entre le EUndficiaire et la SAED, 

acceptable pour IVUSAID et acccmpagnd 

d'une lettre du Ifinistire de l'Economie 

et des Finances d~finissant les limites 

spec ifiques imposdes aux tiches, aux 

budget5 et les plafonds des effectifs, 

qui devra atre dlabord au plus tard .e
 
31 d~cembre 1984.
 

(e) Une confirmation par lettre de 
la Banque Centrale que lea huileries 
(SELB et SONACOS) ont rempli les 
conditions de leurs 
accords contractuels 

avec le Gouvernement du SdnAgal en 
vue 

de (1) rembourser la partie restante de 

leurs 
dettes envers le secteur bancaire 
en ce ,iuli concerne les achats d'arachida 
de 1933-4; et (2) de verser la 
p~rdquation positive au Trdsor 
S~n6galais conformrment au prix de 
cession coyen de 153,4 FCFA le kg

oI'arachide. En raison des 
difficultd-
financiares, la SEIB sera autorisde i 
*i'duire de la pdrAquation positive due 
.7u Gouvernement du Sdndgal certains 

e-mennncs du service de la dette 
1-oncernant les prats d'investissement 
ron I iquidds. 

PROGRAM GRANT AGREEMENT 
FOR STRUCIURAL ADJUSTMENT
 

(685-0287)
 

(a) A statement representing and
 
warranting that the named person 
or 
persons have the authority to act as the 
representative or representatives of the 
Grantee pursuant to Section 7.2, 
together with a specimen signature of 
each person certified as to its 
authenticity; 

(b) A statement designating the'
 
bank and account number into which the
 
disbursement is to be maje.
 

(c) A signed copy of the contract
 
between the Grantee and the Socigt6
 
Electrique et Industrielle du BAOL
 
("SEIB") and the Soci~td Naticnale de
 
Coimercialisation des Olgin:ux du
 
Sdngal ("SONACOS"), respectively on the
 
costs and means of transferrinig the
 
management of seed stock to SEIB 
and
 
SONACOS.
 

(d) A draft Contrat-Plan between
 
the Grantee and SAED acceptable to USAID
 
and accompanied by a letter from the
 
Ministry of Finance identifying specific
 
limitations on tasks, budgets and
 
personnel ceilings completed by December
 
31, 1984.
 

(e) Confirmation by letter froin
 
the Central Bank that oil crushing firms 
(SEIB and SONACOS) have met the terms of 
their contractual agreements with the
 
GOS to: (1) rei-mburse the outstanding
 
portion of their debts to the 
banking 
sector with respect to 1983-84 groundnut 
purchases; and (2) t., pay excess Drofits 
to the GOS treasury in accordance with 
the cost price of CFAF 153.4 per 
kilograrme of groundnuts. The SE.B, due 
to financial difficulties, will be 
authorized to deduct selectcd deibt 
service payments on outstanding
 
investment loans from excess profits dtie
 
to The COS.
 



ACCORD DE SUBVENTION 
PROGRAMME D'AJUSTEMENT STRUCTUREL 

(685-0287) 


(f) Les fonds provenant de cette 
subvention ne seront utilisAs que d'un 
commnun accord entre I'A.I.D. et le 

Gouvernement du Sdndgal sur ­

l'utilisation de ces fonds. Une lettre 

6crite par le Directeur de 

l'USAID/Sdndgal et adress~e au Tr6sorier 

G~n~ral du Gouvernement du Sdn~gal et au 


Directeur National de la Banque Centrale
 
constituera l'accord de I'USAID en ce
 
qui concerne l'utilisation des fonds et
 
permettra leur d~boursement.
 

Section 2.2: Notification 


Lorsque I'A.I.D. aura estimd que les 

ccnditions pr~alables stipul~es A la 

Section 2.1 ont ftd remplies, elle devra 

en aviser irn6diatement le Bdndficiaire. 


Section 2.3: 	Date Limite des Conditions 

Prc'aables 


Si les conditions stipul6es A la 
Section 2.1 n'ont pas dtd remplies dans 
un d~lai de trente (30) jours & compter 
de la date du present Accord, ou de 
toute autre date ult~rieure dont 
I'A.I.D. peut convenir par dcrit, 
I'A.I.D., A son grd, peut rdsilier le 
present Accord par notification dcrite
 
au Bdnficiaire. 

Article 3: DMboursement 


Apr-s avoir satisfait aux conditions 
pr~alables stipuldes A la Section 2.1, 
le Bnd"ficiaire peut demander ) I'A.I.D. 
de d~bourser la subvention. AprNs avoir 
examiP at approuvd la documentation 
t%,-ent~e par le RTnificiaire, l'A.I.D. 
effectuera le d~boursement de la 
subvention k la banque et dans le compte 
indiqut par le Bdndficiaire.
 

PROGRAM GRANT AGREE.2:NT
 
FOR STRUCTURAL ADJUSTMENT
 

(685-0287)
 

(f) Funds from this grant will be 
utilized* only upon mutual agreement
 
between A.I.D. and the GOS on use of the
 
funds. A writtea letter from the
 
Director, USAID/Sinegal to the treasurer
 
of the GOS and the central bank will
 
constitute USAID's concurrence in the
 
use of funds and permit their r-e4-v-se.
 

Section 2.2: Notification
 

When A.I.D. has determined that the
 
conditions specified in Section 2.1 have
 
been met, it will promptly notify the
 
Grantee.
 

Section 2.3: 	Terminal Date for
 
Conditions Preceicnt
 

If all the conditions specified in
 
Section 2.1. have not been met within 30
 
days from the date of this Agreement, or
 
such later date as A.I.D. may specify in
 
writing, then A.I.D., at its option, may
 
terminate this Agreement by .written
 
notice to Grantee.
 

Article 3: Disbursement
 

After satisfaction of the conditions
 
specified in Section 2.1, the Grantee
 
may request A.I.D. to disburse the
 
Grant. After review and approval of the
 
documentation :ubnmitted by the Grantee,
 
A.I.D. will di:iburse the Grant to the 
bank and account number desi -ted by
 
the Grantee.
 



ACCORD DE SUBVENTION 

PROGRAMME D'AJUSTEMENT STRUCTUREL 
(685-0287) 


Article 4: Conventions 


Section 4.1: Exigences en matibre 


d' inforzaLion
 

Le Bdneficiaire confirme: 


(a) que les faits et circonstances 

dont il a inform6 1'A.I.D., directement 

ou indirectement, au cours du processus 

ayant permis d'aboutir A un accord avec 

I'A.I.D. au sujet de la Subvention, sont 

exacts et complets, et comprennent les 

faits et circonstances qui pourraient 

effectivement avoir une incidence 
sur la 

Subvention et sur l'exercice 
 des 

responsabilitds dans le cadre du present 

Accord; et
 

(b) qu'il informera l'A.I.D. en 

temps opportun des faits et 

circonstances ultdrieures qui pourraient 

effectivement avoir des incidences sur 
1a Subvention cu sur Vexercice des 
responsabilit~s dans le cadre de 
V'Accord. 

Section 4.2: Conventions spdciales 


(a) Le B&ndficiaire accepte de se 

conformer aux modalir.s et conditions de 

l'Accord Stand-by du Fonds Mondtaire 

International ("FMI") pour 1984-85, si 

un tel accord est conclu. 


(b) Le BAn6ficiaire convient de 
fournir A I'A.I.D., dZs leur 
publication, des copies de tous les 
rapports statistiques envoyAs au FMI ou 
A d'autres bailleurs de fonds concernant 
les mesures prises conformnment au 
progranae de r forme dnoncd dans 
1'Accord Stand-by du Fa pour 1984-85. 

PROGAF.M GRANT AGREEMENT 
FOR STRUCTURAL ADJUSTMENT 

(685-0287) 

Art{cle 4: Covenants
 

Section 4.1: Completeness of Information
 

The Grantee confirms:
 

(a) That the facts and
 
circumstances of which it has informed
 
A.I.D., or caused A.I.D. to be informed,.
 
in the course of reaching agreement with
 
A.I.D. on this Grant, are accurate and
 
complete, and include all facts and
 
circumstances that might materially'
 
affect this Grant and the discharge of
 
responsibilities under this Agreement;
 
and
 

(b) that it will inform A.I.D. in
 
timely fashion of any subsequent facts
 
and circumstances that might materially
 
affect, or that it is reasonable to
 
believe might so affect, the Grant or 
the discharge of responsibilities tinder 
this Agreement. 

Section 4.2: Special Covenants
 

(a) The Grantee agrees to comply with
 
the terms and conditions of the
 
International Monetary Fund ("IMF")
 
Standby Agreement for 1984-85, if such
 
an agreement is concluded.
 

(b) The Graltee agrees to furnish
 
A.I.D., upon issuance, copies of all
 
statistical repuits furnished to the IMF
 
or other donors celative to Grantee'G
 
compliance with the reform prograA, set
 
forth in the I- Standby Agreement for 
1984-85.
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(c) L'Accord et la Subvention seront 

exondrds des droits ou taxes imposes par 

les lois en vigueur au Sdndgal. 


(d) Sauf autrement convenu par dcrit 

par les parties, le Bndficiaire devra 

se conformer aux conventions suivantes 

avant que l'A.I.D. n'accepte une aide 

budg~taire suppldmentaire: 


1. En labsence d'un Accord 

Standby du FMI pour 1984-85, le 

B~n(ficiaire accepte de fournir a 
V'A.I.D. un plan d~tailld pour le 

financement du deficit budg~taire par le 

biais d'augmentations de financements 

*=trangers ou nationaux ou de r~ductions 

des ddpenses du B~ndficiaire.
 

2. Le Bndficiaire devra fournir, 

le 31 mai 1985 au plus tard, sous une 

forme et dans des termes jugds 

acceptables par I'A.I.D., un plan de 

discribution des engrais par le secteur 

privd pour la campagne agricole 1985/86. 


3. Le Bn~ficiaire accepte, au 

plus tard le 31 mai 1985, de liquider la 
Soci~t4S Nationale d'Approvisionnement du 
taonde Rural ("SONAR") et la Socidtd den 
Terres Neuves ("STN"). 

4. Le Bilntficiaire devra dlaborer 

un plan d'action pour un transfert 

graduel, sur une p~riode de six ans, des 

semences aux paysans.
 

5. Le Bdndficiaire devra dlaborer 
des contrats-plans acceptables pour 
'A.I.D. avec la SOWICAC-SCDAGRI et la 

SODCVA at d6taillant le r~am~nagement de 
leurs fonctions, la reduction de leur 

*personnel 	 et des obligations du 

Couvernement du S~ndgal.
 

PROGRAM GRANT AGREEMENT
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(c) The Agreement and the Grant will
 
be free from any taxation or fees 
imposed under the laws in effect in 
Senegal. 

(d) Except as the Parties may
 
otherwise agree in writing, Grantee
 
shall fulfill the following covenants
 
before A.I.D will agree to additional
 
budgetary assistance:
 

1. In the absence of an IMF
 
Standby Agreement for 1984-85, Grantee
 
covenants to provide A.I.D. a detailed
 
plan to finance the Grantee budget
 
deficit through increases in external
 
and domestic financing or reductions in
 
Grantee expenditures.
 

2. By May 31, 1985, Grantee will
 
furnish A.I.D., in form and substance
 
satisfactory to A.I.D., a plan to
 
organize the distribution of fertilizer
 
by the private sector for the 1985-86
 
crop year.
 

3. By May 31, 1985, Grantee 
covenants fully to liquidate Socidtd 
Nationale d'Approvisionnement du monde 
Rural ("SONAR") and the Socigtd des 
Terres Neuves ("STN"). 

4. Grantee will complete an 
action plan for progressive transfer of 
seeds to farmers over a six-year period. 

5. Grantee will develop 
Contrat-Plans acceptable to A.I.D. with 
SOMTEVAC-SODAGRI nad SODEVA ceUailing 
reorganization of their roles, r:d-aciion 
in their personnel and obligacions of 
the GOS. 
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6. Une dtude diagnostique de la 
CPSP devra 8tre rfalis~e et une 

assistance technique destinde A 
renforcer la gestion administrative et 
financiere ainsi qu'un plan d'action 

pour la restructuration de la CPSP mis 

en place.
 

7. Le contrat-plan final entre le 


Bdnlficiaire et la SAED acceptable pour 

I'A.I.D., la Banque Mondiale et le 


Gouvernement frangais devra Atre sign ­
au plus tard le 31 janvier 1985. 


8. Le Gouvernement du S~ndgal 

procddera au d~boursement A temps et 

pendant la durde du contrat-plan, au 

profit de la SAED, de la subvention 


qu'elle a ccnvenu de lui accorder comme
 
stipuld dans le contrat-plan. 


9. Le Gouvernement du S~ndgal 
demandera officiellement qu'une 4tude 
des contraintes pesant sur la 
cotm.rercialisation des c~rdales soit 
mende et qu'un plan destind A lever ces 

contraintes soit 6labor6.
 

10. Dans les 12 mois qui suivent 


lcntrde en vigucur de la subvention, le 

Gouvernement du Sdndgal devra augmenter 


ses recettes de 2 pourcent de son PIB. 


11. Le Gouvernement du Sdndgal 


devra accepter d'dlaborer un plan 

d'action en vue de 


des huiliers et de 
Ce plan devra atre 

meszres destinixes A 

la restructuration 

la SEIB notar-unent. 
axd sur: (I) les 

fai-re face A la 
capacitd de production industrielle 


exctdentaire; (2) A la redd-

finirion des relations contractuelles 


entre les huileries et le Gouvernement 

du S~ndgal pour transfrer la responsa-


bilit des pertes et profits A ces 
socift~s; at les moyens de r~duire les 

coots des frais g~n~raux de l'induscrie. 

PROGRAM GRANT AGREEMENT 
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6. A diagnostic study of the CPSP 
is to be completed and technical 
assistance to strengthenA finance and 
management p-i-pl-ce--along---- n­
a':tion. plan for recrganization of -the 
CVSP.
 

7. The final Contrat-Pla78
 
between Grantee and SAED acceptable to
 
A.I.D., the World Bank and the French
 

Government will be signed by January 31,
 
1985.
 

8. The GOS will disburse its
 
agreed upon subsidy to SAED a: specified
 
in the Contrat-Plan in a timely fashion
 
over the life of the Contrat-Plan.
 

-

9. The GOS will officially
 
request that a study of constraints to
 
cereals marketing be made and that a
 
plan for removal of these constraints be
 
developed.
 

10. Over the 12 months beginning
 

with the effective date of this grant,
 
the GOS will increase its receipts as a
 

percentage of GDP by 2 percentage points,
 

11. The GOS will agree te
 

complete an action plan for the
 
restructuring of the oil crushing
 

industry and of SEIB in particular. The
 
plan will address at least three
 

esseitial points: (1) measures to deal 
with the structurrl -excess productive 

capacity in the industry; (2) the 
redefinition of the contractual 

relationship between the oil crushing 
firms and the GOS* to transfer 

responsibility for profits and f6r 

losses to these firms; and (3) means of 

reducing overhead costs in the industry.
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Article 5: Compte special 


Section 5.1: 	Ouverture d'un Compte 


special 


(a) Le B~ntficiaire devra ouvrir un 

Compte Special dans une banque de son. 

choix et y d~poser des fonds en monnaie 

locale d'un montant 6gal aux 

d~boursements effectuds dans le cadre de 

la subvention. Les fonds du compte 

spdcial peuvent Ztre utilisds pour les 

fins convenues d'un commun accord entre 

I'A.I.D. et le Gouvernement du S6n~gal.
 

(b) Le Gouvernement du S6ndgal 

tiendra et fera tenir aux bdn~ficiaires 

des fonds provenant du Compte Special, 

ccnformment aux principes accept~s et 

aux pratiques appliqu~es en matisre de 

comptabilitd, les livres et documents 
comptables relatifs au compte special 
des fonds en monnaie locale. Le 
Gouvernement du Sdngal autorisera ou 
deimandera aux bdn~ficiaires d'accorder A 
I'A.I.D. ou A n'importe lequel de ses 
repr~sentants autorisds le droit 
d'inspecter les livres et documents 
comptables C tout =oment raisonnable A 
la demande de I'USAID. Ces livres et 
documents comptables seront tenus 

pendant trois ans A compter de la date 

du dernier d~boursement. effectud par
 
I'A.I.D. darts le cadre de la subvention.
 

(c) Sauf autrement convenu par 4crit 

par les Parties, le Gouvernement du 

S~ndgal reversera dans le compte spdcial 
tout montant non utilisd A des fins 

convenues d'un commun accord. 


Section 5.2: 	Utilisations du Compte 

special 

La totalitd , des 15 millions de 
dollars qiti constitue la pr~sente 

subvention doit atre utilisde pour
 
.compenser le dsficit 'du capital
 
semnenc ier. 

PROGRAM GRANT AGREEMENT
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Article 5: Special Account
 

Section 5.1: 	Establishment of a Special
 
Account
 

(a) Grantee will establish a Special
 
Account in the bank of its choice and
 
deposit therein currency of the Republic
 
of Senegal in amounts equal to
 
disbursements under the grant. Funds in
 
the Special Account may be used for such
 
purposes as are mutually agreed upon by
 
A.I.D. and the OS.
 

(b) The GCS shall maintain and cause
 
recipients of funds from the special
 
account to be maintain, in accordance
 
with generally accepted accounting
 
principles and practices consistently
 
applied, books and records relating to
 
the special local currency account. The
 
0OS shall grant or cause such recipients
 
to grant to A.I.D. or any of its
 
authorized representatives the right to
 
inspect such books and records at all
 
times as
 

A.I.D. may 	 reasonably require. Such
 
books and records shall be maintained
 
for three years after the date of last
 
disbursement by A.I.D. under the grant.
 

(c) Except as the Parties may
 
otherwise agree in* writing, the COS
 
shall refund to the, special account any 
local currency not used for agreed upon 
purposes.
 

Section 5.2: 	Uses of the Special Account
 

The total $15.0 million grant is to
 
be used to offest the seed stock deficit.
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Section 5.3: Taux de Change 


Afin de fixer le montant des fonds. en 


monnaie locale A verser par le.__ 

BCntficiaire dans le compte spdcial, le 

Bdnficiaire devra utiliser le taux de 
change le plus 4levd qui, au moment du 
d~bourseirent au titre de la Subvention, 
ne soit pas illicite au Sdn~gal. Au 

sens de la phrase prdcddente, "le taux 

de change le plus dlev" est le taux de 


change qui donne le plus grand nombre 

d'unit~s de monnaie locale par dollar 


arPricain, sauf autrement convenu par 


6crit par los Parties. 


Article 6: Rdsiliation; Recours 


Section 6.1: R~siliation 


Le present Accord de Subvention peut 
A tout moment Atre rdsilid d'un commun 

accord par les Parties. L'une des 
Parties peut r~silier le present Accord 
en donnant A l'autre un prdavis de 
trente (30) jours. 

Section 6.2: Suspension 


Si & un moment quelconque: 


a) Le B4n~ficiaire ne se conforme pas 

Aune disposition quelconque du present 
Accord de Subvention; ou 


(b) une attestation ou justification 


fournie par le Bdn!ficiaire ou en son 

nom en vue d'obtenir la pr~sente 


Subvention ou fournie ou exigde dans le 

cadre du present Accord est incorrecte A 
certain dgards; ou 

PROGRAM GRANT AGREEMENT
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Section 5.3: Rate of Exchange
 

For purposes of determining the 
amount of local currency to be deposited 
by the Grantee in the Special Account, 
the Grantee shall use the highest rate 
of exchange which, at the time of the 
disbursement under the Grant, is not
 

unlawful in the Republic of Senegal. Al
 
used in the preceding sentence, the
 
"highest rate of exchange" is the rate
 

of exchange which yields the greatest­
number of units of local currency per
 

U.S. dollar, except as the Parties may
 

otherwise agree in writing.
 

Article 6: Termination; Remedies
 

Section 6.1: Termination
 

This Grant Agreement may be
 

terminated by mutual agreement of the
 
Parties at any time. Either Party may
 
terminate this Grant Agreement by giving
 
the other Party thirty (30) days writteu
 
notice.
 

Section 6.2: Suspension
 

If at any time:
 

a) The Grantee shall fail to comply 
with any provision of this Grant 

Agreement; or 

(b) any representation or warranty
 

made by/on behalf, of Grantee with
 
respect to obtaining this Grant or made
 

or required ..to be made under this
 
Agreement is incorrect in any material
 
respect; or
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(c) il se produit un dvenement qui

selon I'A.I.D. donne naissance a une 

situation exceptionnelle rendant 

improbable soit la rdalisation des 

objectifs de la Subvention soit 

l'extcution des obligations par le 

B~nhficiaire dans le 
 cadre du present 

Accord; ou
 

(d) un d~boursement quelconque par 

I'A.I.D. constitue une violation de la 

legislation rdgissant I'A.I.D.; 
ou 


(e) un manquement se produit dans le 

cadre d'un autre accord entre le 

BEn&ficiaire ou l'un 
de ses organismes 

et I'A.I.D. ou l'un de ses services; 


dans ce 
cas, I'A.I.D. peut suspendre 

ou annuler le present Accord; 


Section 6.3: Annulation par I'A.I.D. 


Si, dans un ddlai de soixante (60) 

jours A compter de la date de toute 
suspension conform4ment A la Section 

6.2, des dispositions n'ont pas dtd 

prises en vue de rem6dier I la (ou aux) 
cause(s) de ladite subvention, l'A.I.D. 

peut annuler toute partie de la 

Subvention 
 non encore d~boursde ou
 
irrdvocablement engag~e auprbs de tiers.
 

Section 6.4: Non renonciation aux Recours 


Aucun retard dans l'exercice ou 

lomission d'un d'un ou
droit, pouvoir 
d'un recours accordd A IA.I.D. dans le 
cadre du prdsent Accord ne sera 
interpr~td comme une rendnciation a ces 
droits, pouvoirs ou recours. 

(c) an event occurs that A.I.D.
 
determines to be an 
 extraordinary
 
situation that it
makes improbable
 
either that the purposes of this Grant
 
will be attained or 
 that the Grantee
 
will be able to perform its obligations
 
under this Agreement; or
 

(d) any disbursement by A.I.D. would
 
be in violation of the legislation
 
governing A.I.D.; or
 

(e) a default shall have occurred
 
under any orher agreement between
 
Grantee or any of its agencies and A.I.D
 
or any of its agencies;
 

then A.I.D. may suspend or cancel
 
this Agreement.
 

Section 6.3: Cancellation by A.I.D.
 

If, within sixty (60) days from the
 
date of any suspension pursuant to
 
Section 6.2., 
 the cause or causes
 
thereof have not been corrected, then
 
A.I.D may cancel any part of this Grant
 
that is not 
 then di-bursed or
 
irrevocably cow-mitted 
to third parties.
 

Section 6.4: Nonwaiver of Remedies
 

No delay in exercising or omitting to
 
exercise, any right, power, 
or remedy
 
accruing to A.I.D under 
this Agreement
 
will be construed as a waiver of such
 
rights, powers, or remedies.
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Article 7: Divers 


Section 7.1: Lettres d'Ex~cution 


De temps en temps, afin d'informer et 
de donner des directives aux deux 
parties, I'A.I.D. enverra des Lettres 
d'ExAcution d~crivant les procedures 
applicables A l'excution de l'Accord. 
Sauf autrement prdvu par des 
dispositions particulisres du present 
Accord, les lettres d'ex~cution ne 
pourront pas atre utilisdes pour amender 


ou modifier le texte du present Accord. 


Section 7.2: Repr~sentants 


Aux fins d'application du present 


Accord, le Bindficiaire sara reprdsentd 

par le Ministre de l'Economie et des 

Finances ou la personne assurant 

l'int~rim et I'A.I.D. sera repr6sentde 

par le Directeur de I'USAID/Sfntgal ou 

la personne assurant l'int~rim. Chacun 


des reprdsentant peut, par *crit, 

ddsigner d'autres repr~sentants. Les 

noms des repr~sentants du BAnf*ciaire" 

ainsi que les specimens de leurs 

signatures, seront fournis A IA.I.D. 

qui peut accepter comme d(Iment autoris4 

tout document sign par ces 

reprdsentants dans le cadre de 

l'ex6cution du present Accord, jusqu'A 

la reception d'une notification dcrite 

abrogeant leur mandat.
 

Article 7: Miscellaneous
 

Section 7.1: Implementation Letters
 

Frow time to time, for the
 
information and guidance of both
 
Parties, A.I.D. will issue iinplemen­
tation letters describing the procedures
 
applicable to the implementation of the
 
Agreement. Except as permitted by
 
particular provisions of this Agreement,
 
implementation letters will not be used 
to amend or modify the text of this 

Agreement. 

Section 7.2: Representatives
 

For all purposes relevant to this
 
Agreement, the Grantee will be
 
represented by the individual holding or
 
acting in the office of the Minister of
 
Economy and Finance, and A.I.D. will be
 
represented by the individual holding or
 
acting in the office of Director,
 

USAID/Senegal each of whom, by written
 
notice, may designate additional
 
representatives. The names oT the
 
representatives of the Grantee, with
 
specimen signatures, will be provided tQ
 
A.I.D., which may accept as duly
 
authorized any instrument signed by such.
 
representatives in implementation of
 
this Agreement, until receipt of written
 
notice of revocation of their authority.
 

J 
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Section 7.3 Communications 


Toute notification, demande, 'tout 

document ou autre communication transmis 


une partie par 1'autre au titre du'-
present Accord se fera par dcrit ou par 
t~ltgramme ou telex et sera considdr6 
comme dfment remis ou envoyd l'adresse 

suivante: 


Pour le Bdn~ficiaire: Ministre de 
l'Economie et des 

- Finances 

Dakar, Sdn~gal 
Adresse Postale: Ministsre de 

l'Economie et des 

Finances 


Dakar, Senegal
 

Pour !'A.I.D.: Au Directeur 
de l'USAID/Sdndgal 

Dakar, Sdn~gal 


Adresse Postale: USAID/Sdndgal 

s/c Ambassade des 

Etats-Unis d'Amdrique 

B.P. 49 

Dakar, Sdntigal 


Toutes ces communications seront 

r~digges en anglais ou en franqais sauf 

autrement convenu par 6crit par les 

Parties. Les adresses sus-mentionn4es 

peuvent Ztre remplacdes par d'autres sur 


notification dcrite.
 

Section 7.4: Information 


Le Bdndficiaire assurera une 
publiciti appropride A la Subvention en 
tant que programme d'assistance auquel
le Couvernement des Etats-Unis 
d'An, rique a contribud. 
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Section 7.3 Communications 

Any notice, request, document or 
other communication submitted by either 
Party to the other under this Agreement 
will be in writing or by telegram or 
cable, and will be deemed duly given or 
sent when delivered to such Party at the
 
following address:
 

To the Grantee: 	Ministry of Economy
 
and Finance
 
Dakar, Senegal
 

Mail Address: 	 Ministry of Economy
 

and Finance 
. Dakar, Senegal 

To A.I.D. Director, 
- USAID/Senegal 

- - Dakar, Senegal 

Mail Address: 	 USAID/Senegal 
c/o American Embassy 
B.P. 49
 
Dakar, Senegal 

.. 

All such communications will be in
 
English or French unless the Parties
 
otherwise agree in writing. Other
 
addresses may be substituted* for the
 
above upon giving of notice.
 

Section 7.4: Informntion
 

The Grantee will give. appropriate 
publicity to the CGrant as a program of 
assistance to which the "Government of 
the United States . of America has 
contributed. 

V 

http:AGREEME.NL
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Section 7.5: Libelld de 1'Accord 


Le present Accord est r(digd en 

anglais et en frangais. En cas 

d'ambiguitd ou de d~saccord entre les 

deux versions, le texte anglais fera foi. 


EN FOI DE QUOI, le Bdndficiaire et 
les Etats-Unis d'Am6rique, chacun 
agissant par 'interindiaire de son 
reprdseatant dQrment habilitd, ont signd 
le present Accord en leur nom A la date 
ci-dessus mentionnde. 

PEPUBLIQUE DU SENEGAL 


Par :_By 


Nom 	 Mamoudou Tourd 


Titre: 	Ministre de l'Economie et des 


Finances
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Section 7.5: Language of Agreement
 

This Agreement is prepared in English
 
and French. In the event of ambiguity
 
or conflict between the two versions,
 
the English version will control.
 

IN WITNESS WHEREOF, the Grantee and
 
the United States of America, each
 
acting through its duly authorized
 
representative, have caused this
 
Agreement to be signed in their names
 
and delivered as of the day and year
 
first written above.
 

THE UNITED STATES OF AMERICA
 

:
 

Name 	 S. J. Littlefield
 

Title: 	Director USAID/Senegal
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Country,: 
Senegal
 

Program Title: Structural Adjustment Program Grant
 
Funding: 


l..0 Mill'on 

Period of Funding: FY 1985 
Prepared by: Joel E. Schlesinger, USAID/Seiieg,­

:Environmental Action Reconmended: Categorical Exclusion under
 
AID Regulation 16, Section 216.2 (c)(1)(i)
 

Concurence: 

S.J. Littlefield, Director, USAlu/Senegal
 

Date: 
 . 

Bureau Enviroruental Officer's Dezision: 

Approved: per State cable 332226
 

Disapproved:
 

Date: November 8, 1984
 
Clearance: 
 GC/AFR
 

Section 216.2 of AID Regulation 16 provide!s
do not that certain classeii of acL iunrequira an Iaitial Eavironmental Examination. Among these classesthe following:
 

Section 216 .2 (c)(1)(i) The action does not have an effect on 
the naturai
or physical environment.
 

,:Lis program is composed of a cash transfe:r grant toSenegal in return the Governuenr o.for certain reforms in the macro-economicsectors. and agricultui .,As such, the prcgram will have no effect on the natural or phyb 'ienvironment.
 

.Section 21 6 .2(c)(3) provides that the originator of programin writing the extent to a 
a dilterminesuhich class of catcgorical exclusionssuch program. applies toThis writt#n determination is to be conc-rred in by che BureauEnvironmental Officer.
 

This Annex constituteE the written determinationUSAD/Senegal, by tne Mission Director.that the aLove quoted categorical exclusionprograw and an applies co thisInitial Environmental Examination need n3t be made. 

/
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5C(l) - COUNTRY CHECKLIST
 

Listed below are statutory criteria
 
applicable generally to FAA funds, and
 
criteria applicable to individual fund
 
sources: Development Assistance and
 
Economic Support Fund.
 

A. 	GENERAL CRITERIA FOR COUNTRY
 
ELIGIBILITY
 

1. 	FAA Sec. 481; FY 1985
 
Continuino Resolution Sec.
 
528. Has it been determined - NO 
or certified to the Congress
 
by the President that the
 
government of the recipient
 
country has failed to take
 
adequate measures or steps to
 
prevent narcotic and
 
psychotropic drugs or other
 
controlled substances (as
 
listed in the schedules in
 
section 202 of the
 
Comprehensive Drug Abuse and
 
Prevention Control Act of
 
1971) which are cultivated,
 
produced or processed
 
illicitly, in whole or in
 
part, in such country or
 
transported through such
 
country, from being sold
 
illegally within the
 
jurisdiction of such country
 
to United States Government
 
personnel or their dependents
 
or from entering the United
 

* 	 States unlawfully? 

2. 	FAA Sec. 620(c). If
 
assistance is to.a..government,- NO
 
is the government liable as
 
debtor or unconditional
 
guarantor on any debt to a
 
U.S. citizen for goods or
 
services furnished or ordered
 
where (a) such citizen has
 
exhausted available legal
 
remedies and (b) the debt is
 
not denied or contested by
 
such government?
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3. 	FAA Sec. 620(e)(1). If 
assistance is to a government, - NO 
has it (including government 
agencies or subdivisions) 
taken any action which has the 
effect of nationalizing, 
expropriating, or otherwise 
seizing ownership or control 
of property of U.S. citizens 
or entities beneficially owneu 
by them without taking steps 
to discharge its obligations 
toward such citizens or 
entities? 

4. 	FAA Sec. 620(a), 620(f), 
620(D); FY 1985 Continuing 
Resolution Sec. 512 and 513. - NO 
Is recipient country a 
Communist country? Will 
assistance be provided to 
Angola, Cambodia, Cuba, Laos, 
Syria, Vietnam, Libya, or 
South Yemen? Will assistance 
be provided to Afghanistan or 
Mozambique without a waiver? 

5. 	 FAA Sec. 620(j). Has the - NO 
country permitted, or failed 
to take adecuate measures to 
prevent, the damage or 
destruction by mob action of 
U.S. property?
 

6. 	FAA Sec. 620(1). Has the - NO 
country failed to enter into
 
an agreement with OPIC?
 

...
7. 	FAA Sec. 620(o)Yishnrmen's 

Protective Act of 1967, as NO
 
amended, Sec. 5. (a) Has the
 
country seized, or imposed any

penalty or sanction against,
 
any U.S. fishing activities in
 
international waters?
 

(b) If so, has any deduction
 
required by the Fishermen's
 
Protective Act been made?
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8. FAA Sec. 620(c); FY 1985
Continuin 
Resolution Sec.

'518. (a) NO

Eas the government
of the recipient country been
in default for 
more than six

months on interest orprincipal of any AID loan to
the country? 
 (b) Has thecountry been in default for
 more than one year on interest
or principal on 
any U.S. loan
under a program for which the
appropriation bill (orcontinuing resolution)
appropriates funds?
 

9. FAA SEC. 620(s). ifcontemplated assistance is
development loan or 
Yes, taken into account by
from the
Administrator of
Economic Support Fund, has the 

time of appro­
val of Agency OYB.
Administrator taken into
account the amount of foreign
exchange 
or 
other resources
which the country has spent on*
military eguipmen -.(Reference may be made to theannual 'Taking into


Considerationn memo: 
 'Yes,
taken into account by theAdministrator at 
time of
approval 
of Agency OYB." 
 This
approval by the Administrator
of the Operational Year Budget
can be the basis for anaffirmative answer during thefiscal year unless significant
cbanges in circumstances
 
occur.) 
 . . .
 . 

10. FAA Sec. 620(t). Has the
country severed diplomatic
relations with the United 

NO 
States? If so, have theybeen resumed and have new

bilateral assistance
 
agreements been negotiated

and entered into sipce such 
resumption?
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11. 	 FAA Sec. 620(u) What is the 
 Current
 

payment status of the
 
country's U.N. obligations?

If.the country is in arrears
 
were such arrearages taken
 
into account by the AID
 
Administrator in determining

the current AID Operational
Year Budget? (Reference may

be made to the Taking into
 
Consideration memo.)
 

12. 	 FAA Sec. 620A; FY 1985

Continuinc Resolution Sec. N0

521. Has the country aided
 
or abetted, by granting
 
sanctuary from prosecution
 
to, any individual group

which has committed an act
 
of international-terrorism?
 
Has the country a'ded or 
-abetted, by granting
.sanctuary from prosecution
 
to, any individual or 
group

which has committed a war 
crime?
 

13. 	 FAA Sec. 666. 
 Does the
 
country object, 
on the basis 
 NO

of race, religion, national
 
origin or sex, to the
 
presence of any officer or
 
employee of the U.S. who is
 
present in such country to
 
carry out economic
 
development programs under
 
the FAA?
 

14. 	 FAA Sec. 669, 670. Has the 
 NO 
country, after--August. 3,
1977, delivered or received
 
nuclear enrichment or
 
reprocessing equipment,

materials, or technology,

without specified
 
arrangements or safeguards?
Has it transferred a nuclear
 
explosive device to a

non-nuclear weapon state,

if such a state, either 

or
 

received or detonated a
nuclear explosive device?
 
(FAA Sec. 620E permits a
 
special waiver of Sec. 
669
 
for Pakistan.)
 



15. ISDCA of 1981 Sec. 720. Wasthe country represented atthe Meeting of Ministers ofForeign Affairs and Heads ofDelegations of theNon-Aligned Countries to the36th General Assembly of theU.N. of Sept. 25 and 28,1981, and failed todisassociate itself from thecommunique issued? If so,has the President taken itinto account? (Reference
may be made to the Takinginto Consideration meu,,o.) 

NO 

15. FY 1985 ContinuinE 
Resolution. If assistance 
is from the population
functional account, does thecountry (or organization)
include as part of itspopulation planning programs
involuntary abortion? 

16. FY 1985 Continuinc
Resolution Sec. 530. Has 
the recipient country beendetermined by the President 
to have engaged in aconsistent pattern ofopposition to the foreignpolicy of the United States? 

NO 

B. FUNDING SOURCE CRITERIA 
COUNTRYE1LIGIBL TTy 

FOR 

1'. Develonment Assistance 
Country Criteria 

FAA Sec. 116. -Has-theDepartment of State 
determined that this 
government has engaged in aconsistent pattern of gross
violations of 
internationally recognized
human rights? If so, can itbe demon.;trated that
contemplated assistance willdirectly benefit the needy? 

NO 



2. 	 Economic Suo~ort fund
 
Country Criteria
 

FAA Sec. 502B. Has it been NO

determined that the country

has engaged in a consistent
 
pattern of gross violations
 
of internationally
 
recognized human rights? 
If
 
so, has the country made
 
such significant
 
improvements in its human
 
righits record that
 
furnishing such assistance
 
is in the national interest?
 


