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The Gambia: Financial and Private Enterprise Development Program

Part 1: Executive Summary and Background

I. Summary and Recommendations
A. Recommendation

USAID/Banjul recommends authorization of a grant of $17.35
'million over five years from the Development Fund for Africa to
promote financial and private enterprise development in The Gambia.
Of the total amount obligated, $9.0 million will be for a non-
project assistance grant entitled Financial and Private Enterprise
(FAPE) Program and $8.35 million will be for associated projectized
assistance, entitled FAPE Support Project, to provide long term
advisory services, short term consultancies, technical assistance,
training, equipment, and other material support necessary for
effective implementation of the reform program and achievement of
the program goal and purpose. The support project will run from FY
1991 through FY 1995. The $9.0 million non-project assistance
grant will be disbursed in three tranches over five years. The
Mission has requested AA/AFR approval of a waiver of the
requirement under Section 110 of the Foreign Assistance Act of
1961, as amended, that the host country contribute at least 25
percent of the cost of the program on the grounds that The Gambia
is a Relatively Least Developed Country" (RLDC).

B. oun

Between the years 1985 and 1990 the Government of The Gambia
successfully implemented an ambitious program of economic reform
and structural adjustment to bring an end to nearly a decade of
severe economic deterioration. The program, entitled the Economic
Recovery Program (ERP), sought primarily to open the economy to
competitive market forces while emphasizing improved management of
the national economy through a reduction and redefinition of the
role of the public sector. By the end of the five-year ERP, most
of the gross macroeconomic imbalances that had distorted the
Gambian economy and stifled economic activity had been eliminated
and conditions conducive to sustainable growth largely restored.
Among the most notable accomplishments of the ERP period were: a
fully liberalized foreign exchange regime, five consecutive years
of annual GDP growth of between 5 and 5.5%, elimination of all
external debt service arrears in July 1990, increases in private
savings and investment, and significant reductions in the fiscal
deficit and the rate of inflation.

The accomplishments of the recovery program notwithstanding,
The Gambia is still a resource-poor African economy with a tiny
domestic market and a host of problems related to general
underdevelopment. While economic expansion has occurred over the
past five years, the pace of per capita income growth has been
modest both in relative and absolute terms, and tangible
improvements in the living standards of the majority of average
Gambians have been slow to materialize. With an average annual per
capita income of approximately $250, The Gambia is among the very



poorest and least developed countries in the world.

Even were GDP growth to continue unabated at its current pace,
doubling of real per capita income to an unimpressive $500 per
annum could not be achieved until the year 2025. For palpable
improvements in the lives of ordinary Gambians to materialize, the
pace of economic growth must be substantially accelerated.
Furthermore, for such growth to be sustainable and equitable it
will need to be based on renewable resources and economic
activities suitable to broad-based participation of the majority of
ordinary Gambians. At present Gambian livelihoods are largely
agriculturally based, but urban populations are growing twice as
fast as the national average.

C. Development em e dresse

As is the case for a number of other African countries, The
Gambia in 1991 is at a pivotal stage in its national development as
it attempts to shift from a program of crisis-driven structural
adjustment to one of steady, sustainable growth aimed at improving
the basic living standards of the majority of the population. To
guide the process of transition, the GOTG has introduced a multi-
year Program for Sustained Development (PSD) in which it reconfirms
its commitment to a liberal market-based economy and underlines the
paramount role of the private sector as the most appropriate engine
of economic growth. At the core of the PSD is a recognition that
accelerated economic growth will require increased private
investment from both domestic and foreign sources for which the
competition among developed and developing nations is already
fierce. In addition to new investment, sustained growth will also
require successful incorporation of new technologies to increase
productivity particularly among agriculturally-based enterprises.

For the PSD to succeed, The Gambia will need to accomplish two
complementary tasks. Most importantly, GOTG policy makers must
consolidate and deepen the liberal economic policy framework
established under the ERP. Strict adherence to the reform program
is essential for inspiring an adequate level of confidence both in
the stability of the economy and in the will of the Government to
sustain a market-based policy framework necessary to justify longer
term private risk taking in resource-based enterprises. Secondly,
The Gambia must continue to improve its capacity to compete for
private capital by way of creating an effective enabling
environment to encourage increased private investment from domestic
and foreign sources and to foster rapid development of viable
privately owned enterprises.

D. Program Descriptijon: Goal and Purpose

The goal of the FAPE program is increased private investment
in the Gambian economy. To accomplish the goal, the program’s
purpose is to enhance the enabling environment to induce
sustainable increases of private investment and growth of private
enterprises. While increased private investment is needed in all
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sectors of the economy, FAPEF investment promotion efforts will be
geared primarily towards export-oriented, resource-based private
enterprises suitable for participation of average Gambians
especially from the lower income strata. Areas of particular
interest to FAPE include: commercial production and processing of
oilseeds and other grain crops; production and marketing of
specialized horticultural products, capture and culture fisheries
and processing, and tourism.

Successful implementation of the FAPE program will be
indicated by the following end of program conditions:

-- Improvement of the Gambia’s international credit
standing;

-- Satisfactory implementation of the Public Investment
Program and continued reduction of the role of the public
sector in the production and marketing of goods and
services;

-=- Full participation of the private sector in the oilseeds
industry and increased responsiveness of agricultural
producers to world market signals;

-=- A sustained and deepened macroeconomic policy framework
conducive to private investment and growth of private
enterprises;

-- Increased competitiveness of The Gambia’s business and
investment climate, and

-- Increased aggregate earnings from and employment in
resource-hased private enterprises.

Specific outputs of the non-project assistance component will
include: full privatization of the Gambia Produce Marketing Board
and its subsidiaries; adherence by the GOTG to the criteria
established under the Public Investment Program; implementation of
a tax reform program in favor of increased private investment and
expansion of resource-based private enterprises; a more effective
investment incentives policy; and modernization of the statutory
regime affecting financial transactions and formation and
operations of private enterprises including financial institutions.

The non-project assistance component will be complemented by
a substanctial support project comprising three principal
activities.

--At the Ministry of Finance and Economic Affairs (MFEA), the
FAPE support project will provide technical assistance,
advisory services, trainirng, and ancillary equipment and
supplies {0 strengthen GOTG capacity to analyze macroeconomic
trends and formulate appropriate macroeconomic policies to
sustain and deepen the process of economic reform and
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sustain and deepen the process of economic reform and
structural adjustment.

--At the Ministry of Justice the FAPE support project will
provide technical assistance, advisory services, training, and
ancillary equipment and supplies to enable staff of the
Attorney General and Registrar General to revise existing
legislation and draft and implement new legislation and codes
to modernize and amplify the statutory regime affecting the
operations of private enterprises in The Gambia, including
financial institutions.

-~In the private sector the FAPE support project will provide
industry, firm, and institutional level support to eliminate
priority constraints to accelerated growth of resource based
enterprises. Industry level advisory services will devise
solutions to critical sector-wide constraints. Firm level
assistance, including training and advisory services for
existing firms as well as enterprise development and expansion
assistance, will improve management, increase access to new
technologies, and strengthen the capacity of small and medium
sized Gambian entrepreneurs to identify, develop, and
implement viable resource-based enterprises. Support to
public and private investment promotion agencies and business
associations will strengthen their capacity to promote
investment projects and serve better the advocacy and
information needs of private enterprises.

FAPE project outputs and policy reforms will be reinforced and
complemented by interventions included under the Mission’s
Financial Sector Restructuring Program (FSRP) which is aimed at
increasing competition within the commercial banking sector.

E. Donor Coordination

Relations among the various bilateral and multilateral donors
and development agencies operating in The Gambia are characterized
by a high 1level of consultation and cooperation. Effective
coordination of technical, material, and financial resources was a
critical element in the successful implementation of the ERP.
Coordination among the donors remains strong, particularly in the
area of economic policy and planning where a strong consensus
exists regarding the need to sustain and consolidate the market
oriented liberalization policies implemented under the ERP. A
Policy Framework Paper (PFP) is produced annually by the GOTG in
consultation with the IMF and Worid Bank, and the document serves
as a fundamental basis for coordinating varicus donor activities in
a commonly shared framework. USAID-financed techiy .ical advisors
from the Harvard Institute for International Development (HIID) to
the Ministry of Finance and Economic Affairs (MFEA) have since 1985
played a key role in assisting the Government to articulate and
implement the central policies of the liberalization program. The
HIID advisors have developed an unusually close working
relationship with GOTG policy makers and have played a key role in
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benchmarks under both the IMF and the World Bank structural adjust-
ment programs. The proposed FAPE program includes funding for a
follow-on technical assistance project within the MFEA upon
completion of the EFPA in August 1992.

USAID/Banjul maintains close ties with representatives of
the IBRD, the IMF, UNDP, the EEC, the U.K. and others to ensure
that all project and non-project assistance programs are properly
coordinated both to avoid duplication of effort and to maximize
impact through mutually reinforcing elements. Close cooperation
among the donors, notably between USAID and IBRD, has on several
occasions been especially effective in overcoming difficult
impasses that might otherwise have threatened the course of the
ongoing adjustment program. Most recently, USAID and IBRD have
coordinated efforts on privatization of the Gambia Produce
Marketing Board and the Gambia Commercial and Development Bank.
The FAPE has been designed with reference to the medium and long
term objectives articulated in the PFP and takes into account the
current and planned activities of other donors in The Gambia.
Other donor activities of particular importance to the proposed
FAPE program are the IMF’s three year enhanced structural
adjustment facility (ESAF), the World Bank’s second and possibly
third structural adjustment loan programs (SAL II/III), and the
UNDP’s Africa Capacity Building Initiative. The progress of these
and other donor initiatives will be monitored closely and will
significantly affect the success of both the proposed FAPE and the
ongoing USAID Financial Sector Restructuring Program (FSRP).

F. Implementation

GOTG capacity to sustain and consolidate the 1liberal,
market-oriented economic policy framework established under the ERP
is of prime importance to achievement of the proposed program’s
goal to increase private investment in the economy and promote
accelerated expansion of private enterprises. Keeping the
structural adjustment program on track will require continued close
cooperation among MFEA officials, other GOTG representatives, and
the major external donors. USAID/Banjul’s principal contributions
to sustaining the adjustment program will be conditioned cash
grants under both the proposed FAPE program and the FSRP and
continued provision of technical advisory services to the MFEA
under the EFPA and the FAPE support project. In order to ensure
uninterrupted provision of advisory services at the MFEA and permit
adequate time for competitive bidding of a new contract for a
follow on project, the EFPA Project will be extended through August
1992. Execution of the contrz ‘t for the follow-on project under
FAPE is scheduled for the last quarter of FY ’92. Disbursement of
the non-project assistance grant will be undertaken in three
tranches with the first disbursement expected in late CY 1992.

Implementation of the policy, requlatory, 1legal, and
institutional reforms necessary to improve the existing business
and investment climate in The Gambia will principally involve the
MFEA, the Ministry of Justice (MOJ), the Ministry of Trade,

5



Industry and Employment, and the National Investment Board (NIB).
Under the proposed program, funds have been budgeted for provision
of technical and material assistance necessary to effect mandated
privatizations; modernize and strengthen the statutory regime
affecting business operations; streamline investment approval
processes; and reform tax policy and improve administration.
Implementation of these reforms will begin immediztely upon
finalization of the program agreement. Implementaticn of major
reforms including privatization of the Gambia Produce Marketing
Board, adjustment of the tax system, and modernization of legal and
regulatory environment affecting private invi.stment and private
enterprise will be the subject of specific conditions precedent to
disbursement identifying the timing and sequencing ¢f recommended
measures. Other less specific reforms measures will be undertaken
throcugh policy dialogue based on covenants included in the program
agreement regarding the overall intent and anticipated outcome of
the recommended package of legal, regulatory, and ardministrative
reforms.

Implementation of industry, firm, and institutional level
assistance to the private sector will principally involve
representatives of the National Investment [ ard, the Mission
Program Manager, and the contracted Privat. Sector Advisor.
Allocation of assistance provided under this component of the
program will require that Mission personnel maintain close working
relations with a range of representatives of the Gambian business
community.

G. Impact and Beneficiaries

Effective implementation of the proposed program will lead to
increased earnings and more equitable participation of ordinary
Gambians in the economic development of The Gambia. A significant
increase of private investment in resource based sectors of the
Gambian economy will result in accelerated growth of private
enterprises and creation of jobs and increased income opportunities
for individuals across a range of socioeconomic strata. The
principal growth sectors at which the proposed program is aimed--
commercial agriculture, horticulture, fisheries, and tourism--are
each labor-intensive, export-oriented activities well suited to
broad-based participation of lower income groups, particularly
women. Additionally, each of these sectors has a demonstrated
capacity to earn badly needed foreign exchange necessary to close
the balance of payments gap and finance reinvestment and imports
esgsential for sustainable growth.

While many of the proposed reforms aimed at enhancing the
extant business and investment climate are likely first to affect
urban populations concentrated in and around Banjul, other elements
of the program, particularly privatization of the GPMB and efforts
to attract foreign partners to expand and diversify agricultural
production are expected from the outset to benefit rural
populations.



Privatization of the poorly managed and perennially loss-
making GPMB will yield immediate efficiency gains in transport,
processing and marketing of groundnut products, encourage
competitive new initiatives by small and medium-scale
entrepreneurs, and increase responsiveness of Gambian agricultural
producers to world market signals. The combination of increased
competition, enhanced efficiency, and improved information flows
among oilseed processors, exporters, and producers will enable
farmers to receive a greater share of the market value of their
production and to increase earning through expanded and/or
diversified production.

Immediate beneficiaries of a more competitive and efficient
business and investment climate in The Gambia will be small to
medium scale Gambian and other entrepreneurs who are enabled
through the package of legal, regulatory, and policy reforms
proposed under the program to start up new or expand existing
enterprises in growth sectors of the economy. Entry of new Gambian
entrepreneurs into the economy will be supported by the firm,
industry, and institutional level assistance components of the FAPE
Support Project. Other direct beneficiaries of the program will be
Gambian workers who are afforded new employment and income earning
opportunities as a result of increased private investment, expanded
private sector activities, and introduction of new crops and
technologies by private investors.

H. Non-Proiject Assistance and Program Conditionality

Non-project assistance will be provided under the FAPE program
in the form of a $9.0 million conditioned foreign exchange grant.
The grant will be disbursed in three equal tranches of $3.0 million
over the five year life of the program. The overall aims of
conditions precedent to disbursement of the NPA grant are
threefold: to ensure efficient allocation of public and private
investment capital; to continue to 1liberalize markets in The
Gambia; and to create new opportunities for individual initiatives
that can generate significant employment and income enhancing
opportunities for the majority of average Gambians.

A condition precedent to disbursement of each tranche of the
NPA cash grant will stipulate that the GOTG maintain and adhere to
the criteria established in collaboration with the World Bank for
projects to be included under the Public Investment Program (PIP).
The PIP is the primary vehicle for ensuring efficient allocation
and usage of public investment funds. Projects included under the
PIP must neet certain requirements regarding feasibility studies,
economic rates of return, compatibility of recurrent costs with
established budget targets, and least cost alternatives. of
particular importance to FAPE is the GOTG commitment under the PIP
to discourage public sector investment in economic activities of
potential interest to private investors.

Additional conditions precedent to disbursement of the first
tranche will be that the GOTG complete the process of privatizing
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the Gambia Produce Marketing Board and that the GOTG undertake and
review with AID a comprehensive analysis of the tax system as it
affects private investment decisions in The Gambia. The aim of the
tax analysis will be to identify specific reform measures (such as
across the board cuts in the companies tax, accelerated
depreciation schedules, longer loss carryovers, and rationalization
of duties on capital equipment and intermediary inputs) that are
needed to enhance the international competitiveness of The Gambia’s
business and investment climate.

Additional conditions precedent to disbursement of the second
tranche include implementation of the agreed reform measures
identified during the tax system analysis; completion of a multi-
year divestiture plan for state owned enterprises; and development
of 2n action plan to gquide the process of modernization and
amplification of the existing legal and regulatory system as it
affects the gamut of business operations and adjudication of
financial transactions. Specific legislation to be drafted or
revised has already been discussed and agreed in principle with the
Ministry of Justice.

Additional conditions precedent to the disbursement of the
third and final tranche will be: completion of the tax reform
program including any phased-in reduction of the companies or other
tax; satisfactory progress on full implementation of the GOTG'’s
divestiture plan including actual privatization of at least one
state owried enterprise other than GPMB or GCDB, and satisfactory
progress in completing the program of legal and regulatory reform
including submission of new and revised legislation to Parliament
for enactment.

Program covenants will cover a range of completed policy
reform measures that are essential to maintaining a conducive
business and investment climate in The Gambia and to discourage
public sector involvement in economic activities of potential or
actual interest to the private sector.



II. Problem Identification and Background

A. Background

Following nearly a decade of savere economic c¢eterioration,
The Government of The Gamuia (GOTG) in 1985 undertook
implementation of an ambi*ticus program of structural adjustment
entitled the Economic Recovery Program (ERP). At the core of the
ERP was a recognition that pervasive state control of the economy
had failed to deliver real growth or to improve the standard of
living of the majority of ordinary Gambians. During the previous
decade, a combination of adverse external conditions and ill-
advised centrally controlled economic policies worked to push the
Gambian economy to the brink of disaster. By 1984, The Gambia
found itself confronted with the familiar litany of economic
maladies associated with command economies: accelerating inflation,
ballooning fiscal deficits, excessive import dependence, declining
export earnings, severe shortage of foreign exchange, unmanageable
balance of payments shortfalls, rising debt service arrears, and
declining per capita income. Amidst an atmosphere of extreme
crisis, the GOTG acknowledged in 1985 that the situation had become
untenable and set up a task force of Gambhians to draw up an
emergency stabilization program. AID and the World Bank each
supplied short term technical advisors to work with the task force
and assist in implementation of a package of drastic remedial
reform measures necessary to resuscitate the paralyzed Gambian
economy.

Implementation of reforms presented to the international
community in September 1985 as the Economic Recovery Program (ERP)
eliminated simultaneously a 'number of gross macroeconomic
imbalances that had severely distorted the economy and stifled
economic activity. ERP reforms abolished price controls,
rationalized the foreign exchange regime, and generally opened the
factor markets to the discipline of market forces. Under the ERP,
the GOTG made important strides in reducing the role of Government
and the public sector in the allocation of resources and in the
production and supply of goods and services. By 1989, the economy
had been stabilized. A review of the standard macroeconomic
indicators (see Part 2: Section II) demonstrates that macroeconomic
stability has been restored. For many, the simple fact that
foreign exchange is again available to small and medium scale
enterprises to allow them to fiocure basic imports such as
foodstuffs, petroleum products, and spare parts essential to the
functioning of the econnomy is the most significant tangible
indication that the country is better off for having implemented
the ERP.

Despit: the accomplishments of the ERP in stabilizing the
economy at the macro level, optimism at the close of the program is
tempered by two significant considerations. The first is that
successful implementation of the stabilization program and
continued progress in meeting program targets have been the result
of a happy confluence of luck (i.e. good weather, good production

9



and buoyant world market prices for groundnuts), donor willingness
to contribute exceptional levels of official assistance to support
the reform program, and continued restrictive trade policies of
other countries in the region that allow the GOTG to collect
significant tax revenues from The Gambia’s regional entrepot trade.
As each of these factors is highly vulnerable to exogenous
influences outside the power of GOTG policy makers to control, none
can reasonably be relied upon as a satisfactory engine of long-term
sustainable growth to 1lead The Gambia into the twenty-first
century.

The second consideration mitigating post-ERP optimism is that
while economic expansion occurred under the ERP, growth of real per
capita income over the past five years has been modest (about two
percent per year), and tangible benefits, particularly among the
lower income strata, have been slow to materialize. With an annual
per capita income of approximately $250, a iife expectancy at birth
of 43 years, and a literacy rate of 32%, i.e Gambia remains among
the poorest and least developed countries in the world. Even if
growth were to continue unabated at its current pace, doubling of
annual per capita income to an unimpressive $500 would not ke
achieved until the year 2025. 1In brief, The Gambia has yet to
achieve the level of sustainable growth necessary to insulate the
economy from external shocks and to generate capital for new
investments in productive sectors of the economy.

B. Development Problem to be Addressed

Palpable improvements in the lives of ordinary Gambians can
only be achieved through a substantial acceleration of the current
pace of economic growth. For growth to be sustainable and
equitable it must be rooted in renewable resources and economic
activities suitable to participation of ordinary Gambians.
Furthermore, to avoid the familiar traps of command economies and
state-owned enterprises, growth in The Gambia must be driven by
private enterprises operating within a market based economy.

As is the case for a number of other African countries, The
Gambia in 1991 is at the crucial juncture of shifting from a
program of crisis-driven structural adjustment to one of steady,
sustainable growth. To sustain growth, the economy must be able to
ride out contractionary impacts arising from any or all of three
likely external shocks: reduction in overall official development
assistance levels, a significant reduction in-the current volume of
unofficial trade between The Gambia and its regional trading
partners, or a significant decline: in the value of Gambian oilseed
exports. World groundnut prices and weatM#r patterns in the Sahel
are volatile, and regional trade relations are equally
unpredictable. Furthermore, while there is little likelihood of
the international donor community abandoning its assistance efforts
in sub-saharan Africa, there 1is growing impatience among
international donors to see evidence that assistance funds can
yield tangible progress towards sustainable growth and creation of
viable indigenous private enterprises under circumstances presaging
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the eventual closeout of regular economic assistance and
incremental replacement of such assistance by mutually beneficial
international trade relations.

A second major issue facing Gambian policy makers is how to
diversify the economy and provide substantial new employment and
income generating opportunities for ordinary Gambians.

Sustained action on these two central issues will require that
The Gambia successfully mobilize substantial increases in private
capital flows from domestic and foreign sources, that it improve
productivity through introduction of new technologies, and that it
expand the productive base of the economy through intensive
development of appropriate resource based sectors in which the
country has a clear comparative advantage.

C. The Program for Sustained Development

To guide the process of transition from structural adjustment
to sustainable growth, the GOTG has introduced a medium ternm
follow-on program to the ERP entitled the Program for Sustained
Development (PSD). At the core of the PSD are a reconfirmation of
the government’s commitment to sustain the liberal market-based
economic policy framework established under the ERP and a
reiteration of the GOTG’s belief that the private sector is the
most appropriate and reliable source of productive investment and
commercial development in The Gambia. In this regard, the official
policy paper in which the PSD was presented to a roundtable donors
conference in December 1990 states that,

A fundamental tenet of the new Program is that the
proper role of the public sector is not to try to
supplant the efforts of the private sector in areas
such as marketing, banking, and provision of
commercial goods and services, but to provide an
orderly framework within which private agents can
raise the productivity and living standards of our
population by using their skills, enterprise, and
financial resources to the best advantage.

The policy paper goes on to add:

While progressively relinquishing to the private
sector many areas of the economy where it was
previously involved, the government will devote itself
wholeheartedly to the «creation of an enabling
environment to foster economic development.

Such an enabling environment will create conditions under
which both the rate and quality of private investment in The Gambia
can be increased. Under the PSD, the GOTG acknowledges the need to
compete actively for private investment and to increase access to
export markets and new technologies.
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Impediments to increased private investment and expansion of
resource based enterprises in The Gambia are manifold. At the
level of the national economy basic infrastructure is inadequate,
the domestic market is extremely small, per capita purchasing power
is weak, and a number of critical industries are still controlled
by inefficient parastatal organizations. 1In the capital market,
limited competition in the commercial banking sector, and
conspicuous lack of differentiation to serve the medium and longer
term credit needs of resource based enterprises have combined with
continued high levels of GOTG domestic borrowing to create high
real interest rates that effectively limit access to loan funds to
a small, well-established cadre of import-export traders. At the
firm and industry levels, access to technology and information is
extremely limited, marketing networks for inputs and outputs are
poorly developed, the population is largely uneducated, human
resources to support cost-effective private enterprise growth are
underdeveloped, and labor productivity is 1low.- All of these
factors nave raised the cost of doing business in The Gambia.

On the other hand, The Gambia has a number of positive
features that have enabled the country to compete successfully for
private investment. Positive factors include: an open economy with
a fully liberalized foreign exchange regime and few import
restrictions; a reasonably stable currency; a liberal investment
code which permits free flow of capital into and out of the country
including the right of full repatriation of profits and which
places no restrictions on foreign equity participation; a tropical
coast location in reasonable proximity to European export markets,
an agreeable climate, an adequate harbor, sufficient groundwater,
and plentiful pelagic and demersal fish resources. The combination
of positive factors and conditions in The Gambia has created
profitable and viable investment opportunities in regional trade,
horticulture, commercial fisheries, tourism, and commercial
agriculture as evidenced by notable pioneering private investments
in each of these sectors over the past five years.
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Part 2: FAPE Program Identification
I. Private Enterprise Development Policy

USAID/Banjul’s approach to private sector development is best
summarized in the following quote from AID Program Evaluation
Report No. 14 entitled, "A review of AID’s Experience in Private
Sector Development."

The objective of private sector development is
declared to be two-pronged, intended both to promote
the development of individual enterprises and a viable
competitive market environment in which they can
efficiently operate. Recognition of the essential
complementarity of these two objectives is important
in that equitable development is only likely to be
realized when both a market-oriented environment AND
viable private enterprises are present. Under such
conditions private sector investments can meet
developmental as well as business objectives, and the
enhanced efficiency and accelerated growth resulting
from decentralized private decision making can indeed
serve as the basis for meeting basic human needs.

From this perspective, development of a private enterprise
expansion program in The Gambia must be based on analyses of three
interrelated issues. The first is an analysis of the extent to
which economic conditions in The Gambia meet the "market-oriented
environment" prerequisite for growth of private enterprises. The
second issue is to assess to what extent there exist in The Gambia
viable opportunities for resource-based private sector expansion in
areas suitable to broad based participation of ordinary Gambians.
The third issue is to identify priority constraints to rapid
development of enterprise opportunities in The Gambia and devise a
strategy for elimination of those constraints within the limited
resources of the proposed program.

II. Assessment of Market Oriented Environment
A. c mj ecove Program 1985 - 199

The Economic Recovery Program (ERP) was a package of
interlocking reforms designed and implemented by the GOTG with
assistance from the major donors. The program successfully ended
nearly a decade of severe economic decline. Its dual purpose was
to reverse economic decay and to demonstrate Government commitment
to reform (in order to induce a resumption of donor assistance).
Between the years 1975 and 1985, real per capita income had
declined by 16 percent, annual inflation had accelerated from 5
percent to 22 percent, the budget deficit had increased from 5
percent of GDP to 17 percent, the current account had deteriorated
from a deficit of less than 1 percent of GDP to a deficit of 21
percent, and external debt had ballooned from 10 percent of GDP to
110 percent.
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The reforms contained in the ERP contributed greatly to
establishing a market oriented environment conducive to economic
development and growth.

Prices - Except for Government setting the pump price of
petroleum products and participating in the setting of GPMB buying
prices for groundnuts and cotton, all prices in The Gambia are
market determined.

Interest Rates - Except for the minimum rate on three-month
time deposits, which is set five percentage points below the
treasury bill rate, all other deposit and lending rates are market
determined. The treasury bill rate is determined at bi-weekly
auctions. High interest rates, both nominal and real, exist in The
Gambia and are a major deterrent to private investment. The
Mission will address the issue of high interest rates in its
Financial Sector Restructuring Program (FSRP).

Foreign Exchange Rates - The Gambia has a fluctuating exchange
rate system with rates determined on a daily basis by competition
between four commercial banks and three foreign exchange bureaus.
There are no restrictions on profit remittances nor on payments for
current and capital international transactions. Between June 1986
and December 1990, the dalasi depreciated by only three percent
against the dollar.

Credit controls - Credit ceilings for banks were eliminated in
1991 so that there are no credit controls.

Tariffs - The Gambia has relatively low overall duties on
commodities, primarily to keep the country competitive in the
re-export trade.

Fiscal Deficits - Excluding special provisions to wipe out
certain debts of GCDB, GCU and GPMB, the budget deficit for
1989/90, excluding grants, was equivalent to 4.6 percent of GDP.
Including grants, the budget had a surplus of 3.8 percent. The IMF
projects similar results for 1990/91.

Inflation - The annual rate of inflation for the year ending
December 1990 was 10.4 percent. The IMF projects inflation to fall
to an annual rate of 5 percent by the end of 1992. Monetary growth
for the calendar year 1990 was a moderate 12 percent for M1l and 7.4
percent for M2,

Balance of Payments - Excluding official transfers, the
current account for FY 1989/90 showed a deficit of 21.1 percent.
Including transfers, the deficit was only one percent. Since 1985,
The Gambia has built up its international reserves from 1.4 million
SDRs to 25.4 million (about 2.4 months of imports).

National Savings and Investment - Since the start of the ERP,
national savings have increased from 15 percent of GDP to 21
percent and gross investment has increased from 15.8 percent to 22
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percent. Private investment has increased the most, from an
average of 5.7 percent of GDP at the start of the ERP to 12.4
percent in 1989/90.

Per Capita Income - Since the ERP began, real per capita
income has increased at an annual rate of approximately two
percent.

B. GOTG Program for Sustained Development 1990-95

The ERP ended officially in June 1990 and was succeeded by a
medium-term Program for Sustained Development (PSD) designed to
make the transition from a program of economic recovery to one of
broad-based sustainable growth based on private enterprise. Under
the PSD, the GOTG will take steps to encourage private investment
in the Gambian economy. These measures will include consolidation
of the macro-economic reforms; continued reduction of the size and
scope of the public sector through privatization of SOE’s; improved
administration of government and provision of social services; and
increased capital investment in infrastructure.

Under the PSD, the Government has set a goal for real growth
of GDP of at least 5 percent per year. The GOTG will continue its
conservative monetary policies established under the ERP. The rate
of expansion of the net domestic assets of the banking system will
continue to be limited to what is compatible with the accumulation
of foreign exchange reserves until they reach a level of 5 months
of import requirements.

The GOTG will also maintain its commitment to market-
determined interest rates, and will refrain from subsidizing credit
except in cases where on-lending at concessionary rates is an
intrinsic part of a well-defined aid package. The GOTG will reduce
the public sector deficit to no more than 5 percent of the GDP,
with the goal of reducing the public sector’s use of credit, thus
reducing the real rate of interest in the banking system, and
freeing up more domestic savings for private investment.

C. Conclusion

The economic and financial liberalization of the ERP have
created an economic environment conducive to private investment,
and the private sector has responded accordingly with increased
investment. However, further increases in private investment from
both foreign and domestic sources will be required to achieve the
GOTG'’s_ecqpomfc:growth objectives, maintain a healthy balance of
payments, and improve living standarq; of .average Gambians. The

basic mag:gﬁcbholic .conditions ark: in place to support a
ptidite ﬂt:tor *_dnvolqpmdnt program’=&: H at increasing private
inventnnnt if‘ ‘ i Sy i

r

......

Hi.th‘ln %s macroeconomic context, the Mission’s overall
program goal to increase the current growth rate of real per
capita GDP. to at Isast three percent a year. With a population
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growth rate of 3.4 percent, real GDP must grow by at least 6.4
percent a Yyear. To achieve that growth rate, investment as a
percent of GDP must reach at least 23 percent (using data since the
start of the ERP which shows that the incremental capital output
ratio is 3.6). Public investment was averaging 13 percent of GDP
but for the last two years has fallen to about 10 percent. That
means that private investment will have to average between 10 and
13 percent of GDP in order for the Mission’s program goal to be
achieved. This is an ambitious goal, but it is one which the
Mission believes 1is attainable as 1long as the momentum in
liberalization of the economy continues.

III. Assessment of Private Enterprise Investment Opportunjties

A. Bac ound
1. Overview of the Economy

The Gambian economy is characterized by traditional
subsistence agriculture, historic reliance on one crop --
groundnuts -- for export earnings, and a re-export trade built up
around The Gambia’s port. Three sectors of the economy,
horticulture, fisheries, and tourism, have experienced significant
growth during recent years, and are expected to be the focus of
export-oriented investment in the 1990’s.

a. GDP and Employment

Exhibit 1 presents a breakdown of the economy of the Gambia by
sector in 1985/86 and 1989/90. As the exhibit shows, groundnut
production has maintained a consistent share of GDP of
approximately 20 percent. The other major contributors to GDP are
trade with 12 percent of GDP in 1989, down from 19 percent in 1985,
livestock with 11 percent in 1989, up from 6 percent in 1985,
transport and public administration with 9 percent each, and
finance and insurance with 8 percent in 1989, up from 4 percent in
1985). Manufacturing, hotels and restaurants, and real estate and
business services each contributed an approximate 6 percent share
of GDP in 1989.

Most of the 1labor force in The Gambia is employed in
traditional agriculture. The growth trend in formal sector
employment (which excludes traditional agriculture) is shown in
Exhibit 2. It is encouraging to note that in the aftermath of the
ERP, growth in formal sector employment has been concentrated in
the private sector., Distribution 'of formal private sector
employment by activity is shown in Exhibit 3. The largest formal
employers are distributive trades; hotels and restaurants;
community and social services; and manufacturing. It should be
noted that formal employment in every major industry with the
exception of construction has at least doubled since 1985.
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Exhibit 1: Share of Gross Domestic
Product By Economic Activity 1985/86
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Exhibit 1: Share of Gross Domestic
Product By Economic Activity 1989/90
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Exhibit 2
Employment in Public and Private Sectors in
the Gambia
1985/1986 through 1989/1990
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Source: Central Statistics Department, Ministry of Finance & Economic Affairs, Tablesno.10& 11
Statistical Abstract of the Gambia, 1990,
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Exhibit 3
Private Sector Employment

in the Gambia
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b. External Trade and Foreign Exchange Earners

The dominance of groundnut exports is illustrated in Exhibits
4 and 5. Exhibit 4 indicates a decline in absolute volume of
groundnut and fish exports between the years 1985 and 1989.
Exhibit 5, however, indicates an increase in the total value of
exports largely due to strong world market prices. The
horticulture industry, introduced in The Gambia in 1985, currently
accounts for approximately 5 percent of total exports.
Horticulture exports are not reflected in either of the export
exhibits due to lack of available data from the GOTG central
statistics office. The GOTG is in the process of undertaking a
thorough evaluation of horticultural activities and data should be
available sometime later this year.

While exports and Official Donor Assistance are the major
sources of foreign exchange in the economy, tourism has since the
mid 1980’s developed into an important tertiary source. As
demonstrated in Exhibit 6, the total number of tourists arriving in
The Gambia has grown steadily during the 1980’s reaching a peak of
100,000 in 1988/89. While arrivals declined in 1989/90, the
industry has rebounded well in the current year.

Most of The Gambia’s imports come from Western Europe with the
U.K. supplying the largest share. Other important trading partners
are France, the Netherlands, and West Germany. Exhibit 7 shows
imports to The Gambia by major commodity. In is interesting to
note that total imports tripled in value from 1985 to 1989. While
there was an increase in consumption and investment during this
period, most of the increase in imports is indicative of robust
growth in the re-export trade. Principal re-exports are food,
manufactured goods, beverages, and tobacco.

Nine-tenths of The Gambia’s non-entrepot exports flow to
Europe and Japan (30% and 60% respectively) (Exhibit 8). Export
trade with the U.S. is undeveloped and accounts for only 1%.
Official trade with other West African countries accounts for 5%,
with other Asian countries (3%), and other developing countries
(1%) accounting for the remainder.
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Exhibit 5

Quantity and Value of Exports
1985/1986 and 1989/1990

Croundnuts shelled
Groundnut oil
Groundnut cake

Fruits & vegetables

Fish & fish preparations
Hides & skins

Cotton lint

Other exports

Re-export (goods)
Re-export(currency notes)

Total

1985/1986 1989/1990
('000s tons) ('000s Dalasis)  ('000s tons) ('000s Dalasis)
16,671 37,365 11,880 53,744
387 15,132 3,799 29,762
14,160 5,361 4,478 7522
10,532
7,598 6,776 1,025 23,709
1,652 33 3,186
611 3,888 1,036 5,010
3,987 5,176
64,478 63,195
36,222
42,911 138,639 22,251 238,058

Source: Statistical Abstract of the Gambia, Table no. 35
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Exhibit 6
Number of Tourists to the Gambia
1980 to 1989
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Exhibit 7
Imports by Major Commcdity Sections
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Exhibit 8
Direction of Trade - Imports
1985/1986 and 1989,/1990
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c. General Growth Indicators

Agriculture and distributive trade are the largest users of
bank credit in The Gambia. As demonstrated in Exhibit 9,
distribution of commercial bank credit by activity remained largely
unchanged between 1985 and 1989. Substantial growth has occurred,
however in tourism and "other" (e.g. consumer loans and advances)
categories. Expansion in use of credit by the private sector has
been dampened by restrictive monetary policies under the ERP.

Other growth indicators, some of which are shown in Exhibit
10, indicate a more robust expansion of the private sector in The
Gambia. For instance, electricity generation increased by more
than 13 percent during the three-year period from 1985/86 to
1988/89. Similarly, the number of commercial vehicles registered
and tonnage of cargo unloaded (imports) increased by approximately
50 percent each from 1985 to 1989. With installation of the new
telephone system, the volume of telephone traffic increased by
almost 700 percent from 1985 to 1989. Of the major indicators
shown, only cargo loaded (export tonnage) declined during the
period (by 28 percent).

d. The Role of Foreign Capital

Until the mid-1980s almost all of The Gambia’s private sector-
led economic diversification was initiated by foreign investors
able to benefit both from management expertise and well-established
export marketing arrangements. Local investment, prior to 1985,
was largely confined to expansion of trading and re-export
enterprises due to a general lack of capital and the reluctance of
the Gambian private sector to compete with subsidized SOE’s.
Indigenous entrepreneurs have also been impeded by a 1lack of
technical skills and specialized knowledge of new technologies and
potential export markets.

During the ERP, Gambian participation in productive export-
oriented businesses increased substantially. In horticulture seven
of the ten export operations are joint ventures or are solely owned
by Gambians while about half of all fish processing facilities are
owned and operated by the local private sector. Three hotels that
were originally built by foreign investors are now wholly or
partially owned by Gambians.
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Exhibit 9
Commercial Bank Loans and

Advances by Sectors
1985 and 1989
90,000 -
80,000 -
70,000 -
60,000 -
50,000 - ]
Dalasis
('000s)
40,000 -
30,000 -
20,000 -
10,000 -
0 -
Agriculture Fishing Building & Transpor- Distributive Tourism
construc- tation trade
tion
W 1985 (J 1989

Source: Statistical Abstract of the Gambia, Table no. 32
28



Exhibit 10
General Growth Indicators

Electricity generated (MWh)

Telephone traffic ('000s minutes)
International Telephone

National Telephone
No. of commercial vehicles registered

Cargo Handled ('000 tons)
Unloaded(imports)

Loaded(exports)

Source: Statistical Abstract of the Gambia, Tables no. 24, 26 & 27

1985/1986 1988/1989 % change
47,718 53,990 13.14%
1985 1989 % change

35 1,355 316.92%

4,000 33,000 725.00%
3,232 5,071 56.90%

269 405 50.56%

53 38 (28.30%)
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2. Evaluation of the Investment Climate
a. Political Economy

In assessing the overall business and investment climate of
The Gambia, it is important to recognize two realities. On the one
hand, The Gambia offers a generally fair to good business and
investment environment relative to conditions prevailing throughout
nearly all of sub-Saharan Africa. On the other hand, in its effort
to attract private investment capital and penetrate export markets,
The Gambia is competing not only with other countries in Africa,
but also with developed and developing countries in the world at
large. In the larger arena, The Gambia’s business and investment
climate is probably no better than fair.

In general, the two most important factors distinguishing The
Gambia’s business and investment climate from that prevailing
throughout most of sub-Saharan Africa are, 1) a history of
political stability characterized by adherence to democratic
principles and 2) a liberal market economy including a fully
liberalized foreign exchange market. From a political perspective,
President Dawda Jawara has been the Gambian head of state since the
country gained independence from the U.K. in 1965. Presidential
and parliamentary elections are held every five years, and
opposition parties can and do compete for representation. In
twenty~-five years since independence, there has been only one
attempt to seize power from the duly elected government, and it
failed. On a continent characterized by political uncertainty, The
Gambia’s record of political stability is a positive exception.
From an economic perspective, reforms implemented under the ERP
have gone a long way toward eliminating structural imbalances and
restoring confidence in the macroeconomic environment.

b. Priority Growth Sectors

The priority growth sectors in The Gambia are commercial
agriculture, horticulture, commercial fishing, and tourism.
Studies wundertaken for USAID, the World Bank, and other
international donor agencies have identified a number of
potentially profitable investment opportunities in the areas of
tourism, fishing and fish processing, shrimping and shrimp farming,
agribusiness including horticulture and floriculture for export to
specialty markets in Europe, livestock production for regional
trade, and food processing for both the domestic and export
markets.

c. Strong World Markets

Groundnut oil and fish exports are the two main exports to
Japan. While recent world market prices for groundnut products
have been favorable, future exports of oil and shelled groundnuts
will remain subject to volatile commodity indexes. Japanese demand
for fish products will readily absorb all of Gambia’s existing and
future export capacity. Furthermore, The Gambia’s historical ties
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and proximity to Europe will continue to favor current trends of
selling high value horticulture, fisheries, and tourist packages to
European markets. Strong buying power in Japan and in the Western
European economies will also result in better negotiable prices for
Gambian products.

Export demand for tropical fruits, vegetables and exotic
plants and foods should increase in line with growth in consumption
in the EEC countries. The Gambia is well positioned to benefit
from the growth in trade that will be generating by a faster
growing Europe. Groundnut oil prices have been projected by the
World Bank to remain relatively stable. The increase in groundnut
product prices in 1989/9C has been maintained thus far into the new
season.

d. Employment and Foreign Exchange Generation

All of the priority growth sectors are export-criented, and
have demonstrated capacity to earn much-needed foreign exchange.
While generating significant direct emplovment, growth industries
will also cr:ate demand within the service sectors and thereby
generate additional income and employment opportunities for
Gambians. For example, agriculture and horticulture create demand
for transportation and distribution networks of agricultural inputs
and produce; fishing creates employment in processing and
distribution, as well as in boat building and repair; tourism
creates income opportunities in handicrafts, construction, and
other service industries.

The challenge for The Gambia as it moves into the 1990’s is to
channel adequate investment and human resources into these
productive sectors of the economy to enable them to realize their
full potential to contribute to sustainable economic growth.
Direct employment in these industries, as well as related indirect
economic benefits through forward and backward 1linkages, dre
concentrated heavily among the 1lower income strata of the
population including 1low income urban wage-earners, rural
households, and women.
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B. Analysis of Priority Growth Sectors

1. Commercial Agriculture
a. Description of Sector

Agriculture is the mainstay of the Gambian economy. About
two-thirds of the population derives its livelihood from production
of traditional crops. The principal product, groundnuts, accounts
for approximately two thirds of the country’s domestically produced
exports and employs as much as 60% of the total work force. In
the world market, The Gambia accounts for less than one percent of
all groundnut exports. Groundnut processing and marketing account
for a substantial share of the local manufacturing, trade, and
transport sectors. The groundnut industry, including production,
processing and trading, accounts for about 13.5 percent of GDP.
Other subsistence crops include sesame, sorghum, millet, rice, and
maize. Local production provides about three-quarters of the
country’s annual food consumption needs.

Although the commercial oilseeds industry continues to be
dominated by the parastatal marketing board (GPMB), significant
progress has been made over the past three years toward full
liberalization of the trade through privatization of assets and
elimination of exclusive marketing arrangements to permit increased
private sector participation. Prior to the 1989/90 marketing
season, the GOTG announced its decision to derequlate domestic
purchasing and marketing of groundnuts to allow for full private
sector participation in the domestic trade. This policy reform was
followed in early 1990 by legislative action to eliminate GPMB’s
exclusive monopoly rights over export of groundnut products from
The Gambia, thereby opening the way for the private sector to
compete openly for export markets with the parastatal marketing
board.

Although the initiative to 1liberalize and deregulate the
export trade came too late to have an impact on the 1989/90 season,
it had been expected that the private sector would move
aggressively in 1990/91 to compete with GPMB. In the event,
however, full private sector participation in the export side of
the industry in the 1990/91 trading season has bcen thwarted by
GPMB’s continued possession and control of the only commercial
processing facilities in the count:y. Despite a GOTG directive to
GPMB management to open the facilities this year for use by the
private sector on a toll basis, no private party has keen willing
to run the risk of moving produce through the notoriously
inefficient GPMB facilities. Lack of confidence in the GPMB
management’s ability and willingness to deliver acceptable quality
product on time to meet delivery schedules was consistently cited
as an insurmountable risk by a number of private traders who had
earlier expressed serious interest in direct exports. It is
encouraging, nonetheless, to note that private sector interest in
the trade is evident and growing and that private traders in the
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domestic trade (i.e. buying from farmers and selling locally or to
GPMB) were able this year to realize moderate profits. As a result
of increased competition for available produce, cash paid this year
to farmers increased faster this year over last than did world
market prices.

b. Industry Trends

Management problems at GPMB have 1led to the severe
deterioration of some of the company’s major productive assets,
including the decortication and oil milling facilities, and the
river transport fleet operated by the now defunct Gambia River
Transport Company (GRTC). Years of well documented management
ineptitude at the GPMB have resulted in reduction of the industry’s
effective processing capacity and have led to a general decline in
the volume of harvest handled annualily by the GPMB despite buoyant
world market prices and good rainfall.

It is interesting to note, however, that much of the
deterioration of the GPMB'’s processing facilities can, in fact, be
reversed provided that competent technical and managerial resources
are applied. On the recommendation of a USAID/Banjul funded study
in late 1990 to assist in developing standard rules of access and
a reasonable fee schedule to encourage use of GPMB processing
facilities by the private sector, the GOTG in cooperation witn the
World Bank contracted for technical engineering assistance from
Cargill Technical Services to oversee ciritical maintenance and
repair of existing GPMB equipment. In the few months that the TA
team has been in country, output yields and quality standards for
the decorticating equipment both in Banjul aad up-river in Kaur
have improved dramatically with only minimal expenditure of funds.
Other serviceable GPMB facilities of potential interest to a
private sector buyer include a new groundnut oil refinery capable
of producing refined oil for both the local market and the entrepot
trade, and a powerful steam turbine and electrical gencrating
equipment that could, if properly managed, sell excess electricity
to the public utilities company. It is likely that the o0il mill
will need to be replaced by more modern, efficient equipment;
howe ver, analyses undertaken by Cargill in 1990 indicate that such
a new facility could be profitable within a short period of time
provided that managerial efficiencies were simultaneously
eliminated.

Until the GPMB is privatized, the outlook for growth in the
oilseeds industry will remain unfavorable, and the comparative
advantages associated with groundnut or other oilseed production in
The Gambia will remain unexploited. Given the industry’s
importance to the economic well being of The Gambia, full
privatization of the GPMB is a critical component of the proposed
program. Privatization of the GPMB is considered necessary as part
of the overall process to enhance sustainability of growth by
ensuring that limited capital and human resources in The Gambia are
allocated to their most productive uses. In The Gambia, economic
diversification implies that some capital and human resources will
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shift out of groundnut production into more productive and
profitable activities.

c. Key Success Factors and Constraints

Despite the volatility of world market prices for groundnuts,
potential exists for increased profitability through more efficient
production, improved processing, and enhanced marketing strategy.
USAID/Banjul is working with AFR/MDI to encourage joint venture
participation by a European or American confectionery company to
improve information links with world markets and to provide access
to new technology necessary to increase productivity and efficiency
in production, processing, and marketing of Gambian gioundnuts.

The main constraints to expansion of commercial agriculture
are inefficiencies created by the dominance of state owned
enterprises in input supply, crop procurement, processing and
export marketing, the lack of a coherent strategy and financial
commitment to facilitate crop diversification or to engender
efficient private sector development of agricultural production and
marketing, and low levels of soil fertility which inhibit increases
in productivity and crop yields.

d. Investment Opportunities and Growth Prospects

The major investment opportunity in this sector is for
recapitalization of the commercial capacity for processing of
oilseeds. This will require rehabilitation or replacement of
equipment at the processing facilities at Denton Bridge and Kaur,
as well as replacement of the river transport fleet, and most
importantly, a complete overhaul of management operations.

The key element for full privatization of the industry is to
secure a strategic partner with access to markets, capital, and
technology. By bringing an agribusiness firm into the
privatization process at an early stage, the GOTG will cut time off
the process and improve the likelilk.od of a successful outcome.
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2. Horticulture
a. Description of the Sector

Outside of groundnut marketing, profitable investment
opportunities for private sector participation in agriculture exist
in the production of vegetables and tropical fruits for specialty
markets in Europe and for provision of the tourist notels. Export-
quality mangos, papayas, avocados, green beans, eggplants, peppers,
cauliflowers, and other fruits and vegetables are currently
produced on an increasing number of privately owned farms.

In contrast to groundnuts, horticultural production and
distribution is almost entirely under the control of the private
sector. At least ten private companies are currently in operation,
and the industry is fast becoming an important generator of foreign
exchange and employment.

While demand for Gambian produce in external markets has shown
consistent growth over the past several years, further expansion in
this sector has been restricted by limited storage facilities and
inadequate cargo space for shipment on commercial airlines. A
number of private firms are currently undertaking feasibility
studies of charter air cargo service for The Gambia and for cold
storage facilities at the airport to respond to evident demand
among the commercial farms. Foreign investment through joint
venture arrangements between Gambian producers and foreign
agribusiness enterprises could provide the necessary capital and
technical services for the horticulture sector to expand rapidly in
the 1990’s.

b. Industry Trends

Almost all of the investment in commercial horticulture has
occurred in the last five years. The initial success and
profitability of this industry in The Gambia has led to increased
investment. Exhibit 11 shows land area currently under commercial
horticultural cultivation. Approximately 1000 hectares are
currently in production.

The largest producer of vegetables and fruits is the Radville
Farms/Agro Tech operation at Serrekunda, outside Banjul. The farm,
with a combined productive area of approximately 250 hectares,
produced and exported approximately 1000 metric tons of fruits and
vegetables in the 12 month period ending in December 1990.
Radville intends to increase weekly exports to 150 MT by engaging
charter aircraft to alleviate transport constraints. Charter
flights began in February 1991 and are proceeding well. Exported
products include mangoes, limes, okra, eggplant, string beans,
cantaloupe, persian melons, cherry tomatoes, . kumquats, chilies,
broccoli, sweet corn, and other vegetables. Crops are grown year
round and production is staggered according to their growing
seasons. Ninety-five percent of each harvest is exported; 2
percent goes to the local market (which is perceived as being too
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small to absorb significant quantities); and 3 percent is wastage.

During peak production periods as many as 2,000 workers are
employed by the farm. Additionally, Radville purchases produce
from outgrowers on several smaller ©perimeters employing
approximately 150 additional workers. Radville employees receive
a daily rate ranging from 9 dalasi for semi-skilled labor to 40
dalasi for middle managers and supervisors. Wages are
significantly above average, and turnover at the farm is low. Many
employees have been with the farm since its inception. Training
costs are correspondingly low, and most workers operate without
much supervision. Approximately 60% of Radville workers are women.

EXHIBIT 11

Commercial Horticultural Farms: Approximate Number of Hectares

Citroproducts 300 ha

Tangi Products 23 ha

Farato Farms 53 ha

Sinchu Farms 114 ha

Cardba Agro Products Ltd. 27 ha

Iams Agricultural Enterprises 240 ha -livestock
20 ha - vegetable

Sifoe Agricultural Farms 200 ha

Radville Farms 250 ha

Tesito Farms 30 ha

Women’s Gardens 10 ha

TOTAL 1000 ha (approx.)

c. Key Success Factors and Constraints

The combination of adequate groundwater, good growing
conditions and proximity to European markets has made export of
high value horticultural products from The Gambia a highly
profitable economic activity capable of providing substantial
employment for Gambians. While the per ton value of export varies
from crop to crop, participants in the industry estimate an average
value of 500 Pounds Sterling. A medium to large scale operation
working 200 hectares to produce 100 MT of exports per week is
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capable of generating as much as $5.0 million in gross annual
revenue. Using a figure of 10-15 workers per hectare, such an
operation would employ between 200 and 300 people.

The major constraints to growth of horticulture in The Gambia
are related to transportation and marketing. Chief among these are
the cost and dependability of air shipment, and the availability of
cold storage while produce awaits shipment. Market knowledge of
quality control standards and consumption patterns in the European
and North American markets is lacking among the smaller firms.
Contract farming between the smaller farms and the larger exporters
could largely alleviate these constraints.

A number of larger Gambian agri-businesses are prepared to
establish cold storage facilities at the airport and to charter
cargo aircraft to increase export volume to Europe. Investment in
cold storage has been impeded by bureaucratic delays-characteristic
of the overall investment approval process in The Gambia and by
unclear GOTG commitment to preclude any public sector involvement.
Both of these problems will be addressed by FAPE program and
project interventions

d. Investment Opportunities and Growth Prospects

The Radville Farm operation represents a model that could be
replicated in The Gambia. It is important to note, however, that
Radville and other successful operations constitute significant
commitments of foreign capital and expertise on a scale well beyond
the immediate reach of most Gambians. The most promising strategy
for gaining access to the necessary capital and technical resources
would be for Gambian producers to pursue joint ventures with
foreign companies.

Oopportunities for smaller scale production are also promisipg.
Analyses indicate that a viable operation could be undertaken on a
S to 10 hectare plot for an initial capital investment of
approximately $350,000 to $500,000. Production of 10 MT per week
could yield annual gross revenues of $450,000 - $550,000.
Employment on such a plot would range from 50 to 150 people.

Re-investment of earnings would enable small scale owners to
expand incrementally and achieve important economies of scale.
FAPE firm and industry level support will be used to address
constraints to growth of small to medium size operations with
special focus on increasing the management role of women in the
sector.

Exhibit 12 outlines growth prospects for horticulture and

indicates a potential increase of land in producti-. to 5000
hectares.
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Vegetables Grown in Women’s Gardens:

EXHIBIT 12

Bakau, Sukuta, Lanun, Kafuta

Vegetable

Okra
Chilies
Beans
Aubergines
Melons
Guar

Cherry
Tomatoes

Pumpkin
Capscuns

Sweet corn

In 1989 - 90

Aubergines
Chilies
Okra

Area Seasonality
1.0 June-October
6.0 December-June
2.0 Nov - April
1.0 November-June
0.7 November-May
2.6 Dec - April
1.84 June-October
0.5 October-April
0.08 Dec - April

Nov - Aug
(rainfed &
irrigated)

Potential Expansicn

Season can be extended
Area can be increased

Area can be increased

Area can be increased

Year-round production

is possible.

Area can be increased

Sufficient production
within the country
Area can be increased

Was tried and can be
grown successfully

Commercial farms produced

658 tons (6 farms)

626 tons (6 farms)

414 tons (4 farms)

38

Remarks

Rely on rainfall

Grown on contract to
exporters

Grown on contract to
exporter

Local & export mkt.
Local & export mkt.

on cbntract for
exporters

Excellent crop

Does well, but is a

minor crop
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Vegetables for the .
local market but with export potential

Sorrel
Broccoli
Cauliflower
Kidney beans
Lima beans
Sugar snaps
Amaranth

Sweet potatoes
Spring Onions
Courgette (Zucchini)
Butter Nut
Squash

Cassava

39
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3. FPisheries
a. Description of the Sector

The Gambia has abundant ocean and river fish and chrimp
resources that are currently harvested by a growing number of small
and medium-sized private enterprises both for domestic consumption
and for export to European and other markets.

Artisanal fishing is conducted along the length of the river
and close to the shoreline, primarily by Gambian fisherman in small
privately owned or leased canoes and boats. Commercial ocean
fishing is practiced mostly by larger ocean-going trawlers of mixed
Gambian, foreign, and joint ownership. Industrial fishing is
conducted offshore, mostly by foreign vessels. Shrimp, squid,
sole, and other varieties of whitefish are the principal export
products. Total fish and shrimp catch since 1971 is outlined in
Exhibit 13.

Offshore fishing takes place in the Gambian Exclusive Economic
Zone (EEZ). In the EEZ, The Gambia has exclusive control over
licensing of fishing rights as authorized by its ratification of
the Law of the Sea Treaty in the mid-1980s. The width of the
Gambian coastline, including the river mouth, is about 32 nautical
miles, so that the area of ocean controlled by The Gambia is about
6,400 square nautical miles. This is about 14 percent of the
combined Gambian/Senegalese shelf area. Most of the productive
fishing, except that of tuna, is done within 30-40 miles of the
coast.

Several commercial ocean going companies land their catch in
The Gambia for processing prior to export. Nearly all of the fish
processing facilities in The Gambia are privately owned. Twelve
private companies operate processing facilities, with three large
firms handling up to 80 percent of the landed catch. Most of the
foreign vessels that fish offshore process their catch at sea and
transport it directly to foreign markets.

The structure of fish marketing is closely related to
processing conditions. In artisanal fishing, fish are either
smoked and dried for export to neighboring countries and up-country
consumption, or they are sold fresh, usually within 35 km from the
landing site. The hotels show an increasing demand for fresh fish
under the stimulus of the tourist trade. Some of the artisanal
fishery’s shrimp and sole fish are exported to Europe through
marketing arrangements with larger commercial companies.

Four cCumbian companies are responsible for most of the
Gambia’s fish exports. These include the Lyefish Company, Pelican
Seafood, National Partnership Enterprises (NPE), and Seagull Cold
Stores. The principal markets for Gambian fish and seafood are
Europe and Japan.
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EXHIBIT 13

Total Catch In Metric Tons, 1971-1988

Marine Freshwater

Year Artisanal Estimate Industrial Total

1971 5,800 800 5,000 11,600
1972 6,000 800 5,200 12,000
1973 10,400 800 5,600 20,800
1974 10,795 800 9,995 21,590
1977 13,295 2,700 N.A. N.A.

1978 11,999 2,700 273 14,972
1979 8,443 2,795 159 11,397
1980 10,565 3,489 310 14,364
1981 11,368 1,423 313 13,104
1982 6,512 3,508 316 10,336
1983 8,953 2,500 498 11,951
1984 9,182 3,500 N.A. N.A.

1985 8,012 3,500 17,058 28,570
1986 9,906 3,500 16,861 30,267
1987 5,049 3,500 13,417 21,966
1988 7,224 3,500 11,834 22,558

Shrimp Production In Gambian Waters In Metric Tons

Year Catch Year Catch Year Catch
1972 88 1979 - 1986 848
1973 260 1980 356 1987 350
1974 183 1981 275 1988 526
1975 183 1982 316

1976 183 1983 312

1977 - 1984 504

1978 - 1985 615

(Source: GOTG Fisheries Department)

b. Industry Trends

Two companies have recently made sizable investments in the
fisheries sector in The Gambia, and are achieving success that can
be replicated. NPE has expanded its cold storage and shrimp and
fish processing facilities and 1is expanding its fleet with
additional concessional financing arranged through the Danish
government. An American fisheries company, Vinaport, has
established a partnership with Pelican Seafood, one of the three
major processing companies in The Gambia. Under an arrangement
that includes IFC financing through a 1local bank, Vinaport has
agreed to increase the company’s ocean fishing capacity by
providing three additional trawlers. Other available investment
funds will be used to expand the company’s storage and processing
facilities. Approximately 200 workers, primarily urban based
women, will benefit from the Vinaport/Pelican venture.
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EXHIBIT 14 (Source: Fisheries Department, GOTG)

Total Number of Fishermen in Gambian Artisanal Fishery 1981-1988

Year No. of Fishermen Gambian Foreign
1981 2,639 1,867 1,272
1982 No survey

1983 3,190 1,896 1,294
1984 3,206 1,870 1,336
1985 2,716 1,804 912
1986 2,017 1,201 816
is87 1,250 684 566
1988 1,582 928 654

c. Key Success Factors and Constraints

Demand in export markets for Gambian flatfish and shrimp has
consistently exceeded supply, and foreign and domestic investment
in this sector has consequently increased steadily since the mid-
1980’s. There is a growing demand for the higher priced demersal
fish in the local market and for export. Export demand for warm
water species has always exceeded supply. The GOTG has actively
encouraged the development of artisanal fisheries and shrimp
farming in The Gambia. To facilitate growth, the GOTG has
abolished supplementary 1licensing requirements for the fish
processing industry.

Key industry constraints include the absence of an exclusive
modern fishing harbor and marine facilities to provide efficient
berthing, off-loading and maintenance services for both commercial
and artisaral fishermen. The limited capacity of the Gambian
Marine Unit to control illegal exploitation of Gambian waters by
foreign industrial concerns constitutes another constraint to
growth of the sector.

d. Growth Prospects and Investment Opportunities

Production and processing of fish and seafood is expected to
demonstrate continued growth in the 1990’s and the fisheries sector
will afford increased opportunities for private investment and
enterprise development. With an estimated maximum sustainable
yield of 75,000 metric tons against a current offtake of about
29,000 tons there is ample scope for further private sector
investment in capture fisheries. Increases in the landed catch
could be achieved through private investment in off-loading
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facilities and would create opportunities for expansion of
processing facilities. Expansion of processing facilities and
improvement of berthing facilities to enable artisanal fishermen to
meet stringent quality control standards for export markets will
create significant employment and increased off-farm income
opportunities among lower income Gambians.

EXHIBIT 15

Export of Fisheries Products From The Gambia

Years Products (In Tons) Dalasi Value (X1000)
1974-75 12,767 2,564
1975-76 14,505 4,830
1976-77 20,411 7,622
1977-78 16,712 6,651
1978-79 13,039 3,651
1979-80 10,944 4,364
1980-81 7,943 6,359
1981-82 9,162 4,597
1982-83 5,006 3,191
1983-84 5,734 4,098
1984-85 5,741 5,039
1985-86 7,598 6,775
1986-87 5,304 6,543
1987-88 3,793 13,741

Source: Fisheries Department, GOTG
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4. Tourism
a. Description of Sector

Tourism is an important growth sector of the Gambian economy.
Between 1987 and 1989 the GDP contribution of tourism was about 10
percent. Contribution to Government revenues was approximately
D250 million per year. Employment in tourism (direct and indirect)
is about 7000; net foreign exchange earnings around $25 million.

Since the 1970’s The Gambia has benefitted from a tremendous
boom in tourism with an increase in total tourist volume from 300
arrivals in 1965 to its current level of nearly 100,000 per year.
Since the beginning of the boom, The Gambia has been quick to
recognize its potential as a winter beach resort destination, and
private investors have moved accordingly to expand the hotel
capacity to accommodate foreign tourists in increasingly large
numbers. The number of hotel beds has increased from 4000 in 1983-
85 to 4800 in 1988/89.

The number of tourist arrivals increased at a steady pace
through 1989. While there has been some drop-off in total volume
since then due to adverse external factors, total earnings for the
current year are expected to be at or near the 1987-89 levels.

b. Industry Trends

Gambia’s 16 hotels operate at full capacity during the winter
season. Therefore, future growth can only be sustained by
increasing the number of guest rooms. Private investors have
undertaken significant construction in anticipation of future
business opportunities in this sector. Most recently construction
has been completed of a 120 room five-star beach hotel.

Other noteworthy developments during this period have been:
expansion of facilities, providing catering, entertainment and
sight-seeing services; increase in Gambian participation in
ownership and management of tourist hotels, and of the tourism-
related services; and a promising beginning of construction of
higher quality hotels and residential clubg, and high quality
restaurants.

c. Key Success Factors and Constraints

Rapid growth has placed severe strains on the public sector’s
capacity to provide essential infrastructure to the industry.
Water and power supplies have become increasingly unreliable.
Hotels are dependent on standby facilities to guarantee continuous
services. Furthermore, limited sewage disposal capacity in the
major tourism center, Bakau, could become a key impediment to
future growth. For The Gambia to derive maximum benefit from
tourism in the 1990’s, it will be necessary for leaders in the
industry to move aggressively to make improvements to existing
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infrastructure that will enable The Gambia to expand its market
share.

Further development of the hotel industry will be partly
dependent on GOTG progress with improvements to existing
infrastructure. Some deficiencies (e.g. unreliable electric power
supply) are less restricting to foreign developers because of their
financial capability to construct all-inclusive operations and
their technical capacity to manage autonomous on-site
infrastructure. However, these deficiencies seriously inhibit
domestic investment in smaller hotels. The water supply problem is
a serious threat to all of the beach hotels. Investments in water,
sewerage, and electricity infrastructure, as well as improvements
to the airport, are needed.

d. Investment Opportunities and Growth Prospects

The Gambia’s proximity to Europe and pleasant winter climate
make it an ideal location for winter tourism, and this factor has
been recognized by the tourism industry in Europe. For example,
the National Investment Board has recently received applications
from credible foreign investors to construct major new hotel and
retirement facilities in the beach area.

Outside of a handful of beach hotels, the downstream industry
is underdeveloped. Opportunities exist to develop other
entertainment outlets, tourist handicraft markets, and eco-tourism
up-country and regional travel. Expansion in this area will serve
to increase The Gambia’s attractiveness to foreign business and
vacation travellers while generating income and employment
opportunities for the resident population.

Linkages between tourism and other sectors of the economy can
also be strengthened, particularly in areas where Gambian
production can be profitably substituted for commodities currently
imported by the hotels. As noted above (and discussed later in the
constraints section), several constraints stand in the way of
further development of the tourism industry. The public investment
program of the GOTG will be the major vehicle for satisfying the
infrastructure requirements of this industry as well as others.
Additionally, public policy changes in the areas of investment
processing and income taxation contemplated under the FAPE program
will enhance the enabling environment for investors. As these
needs are addressed, construction of new facilities as well as
expansion and modernization of existing facilities will continue.
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c. oductijon

tential a

ated

oyment Impacts

Exhibit 16 presents current and potential production in three

of the priority growth sectors.

agriculture,

almost $200 million annually.

Exhibit 16

The total value of production in
horticulture and fisheries could be increased by

Current And Potential Production In Priority Sectors

Current Production

Potential Production

Hectares To Va Hectares Tons Value
Groundnuts 120,000 60,000 $30.0M 150,000 150,000 $105.0M
€$500/ton @$700/ton
Horticulture 1,000 10,000 $10.0M 4,000 80,000 $120.0M
€$1000/ton @$1500/ton
Alternative Crops* 700 350 $ 0.2M 20,000 20,000 $12.0M
*Sesame, Pulses
@$600/ton
Fisheries
Pelican NA NA 200 $2.0M
Vinaport NA NA 120 $1.2M
ScanGambia NA 160 $ 1.0M 320 $3.2M
NPE 200 $ .2M
Others 160 $1.6M

Expansion in the priority growth sectors will have a broad-

based impact through creation of new jobs and income earning
opportunities for a wide range of Gambians. Among the principal
direct beneficiaries will be small and medium scale Gambian
entrepreneurs and business people who are able to start up new or
expand existing enterprises. Other direct beneficiaries will
include a wide range of Gambian wage and salary earners who find
jobs in new or expanded private sector activities.

Exhibit 17 presents estimates of the increased employment

associated with the potential production in Exhibit 16. The total
increased employment potential is estimated at 230,000 jobs.
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Commodity

groundnuts
sesame

horticulture
/fruit
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feeds
poultry,

livestock
fattening

Current

Employment
50,000
10,000

5,000

200

1,000

76,300
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Potential Employment Impact
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IV. Assessment of Constraints to Growth of Resource-Based Private
Enterprises

Private sector development can be viewed as an evolutionary
process whereby individual firms are created, enter into
production, expand, and diversify over time in response to market
opportunities. This process can be constrained by a number of
factors, including many outside the control of the firm. In
general, constraints to growth of private enterprises can be broken
down into three broad categories:

- constraints created by general economic conditions
both international and domestic,

- constraints in the capital market, and

- constraints at the level of the firm or the local
economy.

The effect of constraints in any or all three of these categories
is either to 1limit profitable opportunities or to reduce the
ability of entrepreneurs to respond effectively to profitable
opportunities. In The Gambia, significant constraints exist in
each of these three categories.

A. Constraints at the Level of the National Economy

1. Infrastructure Deficiencies

The Gambia’s poor infrastructure is perceived by local
entrepreneurs and foreign investors as an increasingly negative
feature of an otherwise favorable investment climate. Electricity
and water distribution in some areas are so unpredictable that many
businesses have opted for self sufficiency in power and water
supplies.

It is difficult to measure the impact of inadequate basic
infrastructure on private investment decisions in The Gambia.
However, it is clear that in any economy additional costs and
inconveniences associated with infrastructural shortcomings can and
will eventually swing the balance against new investment.

A brief assessment of Gambia’s infrastructure facilities and
services is provided below:

a. Transportation

Most roads in Banjul proper are unpaved or are in a state of
advanced disrepair. Road conditions between. the port in Banjul,
the industrial park in Kanifing, the hotel sector in Kotu, and the
airport at Yundum are fair. On the positive side, a major African
Development Bank project (ADB) to resurface city streets is soon to
be initiated, and installation of a modern sewerage and water
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supply system will be completed in Banjul in 1992. Roads to the
interior are rudimentary, but passable. There are no paved roads
on the northern side of the Gambia river, other than the main
commuter/trade link between Banjul and Dakar.

River transport, once a key feature of The Gambia’s historical
trading pattern with other West African states, has shown a steady
downward trend over the past several years. In its heyday, the
Gambia River Transport Company (GRTC) regularly conveyed 80 to 90
percent of the Gambian groundnut harvest along the river to the
processing facilities. Traffic on the river today, however, is
virtually moribund despite the fact " that transport of bulk
materials by river boat is still considered to be more efficient
and cost effective than transport by truck. The demise of river
transport in The Gambia can be directly attributed to poor GPMB
management and short-sighted policies favoring public investment in
SOE’s over private investment. For years, GPMB refused to pay
realistic transport rates to its wholly owned subsidiary, the GRTC,
and, as a result, GRTC was unable to undertake routine maintenance
and repair of its fleet of tug boats and barges. Years of
decapitalization have rendered the GRTC fleet virtually valueless.
In 1991 there remain only one functional tug boat and eleven
marginally acceptable barges. Decades of SOE control and
mismanagement of river transport have effectively blocked private
investment in what is otherwise a potentially profitable concern.
No large passenger or freight vessels operate scheduled river
service. There is ferry transport of cars and trucks at five
locations along the river.

Air passenger transport is marginal with only four scheduled
flights from Europe per week. With the planned departure of
British Airways in May 1991, service may be reduced to only two
direct flights per week. Connecting flights to Europe and the
United States are available through Dakar, and during the tourist
season, there are frequent charter flights from northern Europe.
Regular air cargo service 1is limited to space available on
passenger flights. Lack of sufficient freight service has hindered
expansion of the country’s nascent horticultural export industry.

b. Port Facilities

The Banjul port is managed by the Gambia Ports Authority under
a performance contract with the GOTG. Facilities require
maintenance but are fairly efficient except for congestion in June
caused by a combination of groundnut exports and the normal upsurge
in imports which precedes the rainy season. Adequate container
equipment is available but there are no- arrangements for "roll-
on/roll-off (Ro-Ro) vessels or cargo.

Airport facilities, once appropriate for regional commuter
traffic, need to be upgraded to accommodate The Gambia’s tourism
growth. Cargo facilities, especially cool room space, are needed
to alleviate the bottleneck in air cargo services.
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c. Electricity and water

The Gambia Utilities Company (GUC) has five generators with an
aggregate productive capacity of 22 megawatts of electricity--
enough to provide continuous supply to the greater Banjul area
including the capital, the industrial park, hotel resorts, urban
localities, and the main commercial agricultural districts.
Company operations have deteriorated considerably over the past
several years, and in January 1991, only one of GUC’s five
generators was functional with the other four at various stages of
repair or rehabilitation. As a result, load shedding and power
interruptions are common and businesses and residences are
dependent on stand-by generators. Further, the GUC has
demonstrated a conspicuous inability to manage its finances.
Billing is anywhere from three to six months late and the
parastatal lost 40 million dalasis in FY ’90.

The GOTG has sought technical assistance from European and
Japanese donors to assist with equipment maintenance and financial
management. EEC technical advisors are currently working to
improve the billing system, and discussions are underway for a
private lease arrangement that should be in place by mid-1992.

The water supply and distribution system, also managed by the
GUC, is in a similar state of chaos. Inadequate supply from the
central sources has forced many service sector businesses to
overuse bore hole wells. The World Bank, the African Development
Bank and the European Investment Bank (EIB) are involved in multi-
faceted long term projects to increase water supplies and to
establish a prudent GUC water management program.

d. communications

The state-owned monopoly, GAMTEL, provides excellent
international telecommunications services from Banjul. Major
installation of new equipment was completed with assistance from
France three years ago. While international connections are first -
rate, connections with the interior are unreliable or non-existent.
GAMTEL is planning a major effort over the next several years to
expand the telephone network to the interior. There are two
private radio stations and one public AM station. None of the
radio stations is powerful enough to be received throughout the
country. There is no television station.

In summary, current infrastructure weaknesses will continue to
have an adverse effect on private sector investment. While it will
take some time before Gambia’s infrastructure meets the needs of a
modern well-functioning private sector, the extensive amount of
donor assistance to the GOTG should produce p051tive results over
the next 2-3 years.
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2. Public Ownership of Critical Industries

Although the GOTG has made some progress in its efforts to
reduce the role of the public sector in the economy through
privatization and divestment of state-owned enterprises, public
ownership of critical industries continues to be an important
impediment to private investment in The Gambia for several reasons.
First, despite marginal improvements in the performance of some
SOE’s now operating under performance contracts, on balance the
remaining SOE’s continue to drain public revenues that could
otherwise be applied to needed public investments, such as
infrastructure. Secondly, certain SOE’s, notably the GUC and
Public Works (road maintenance) provide poor infrastructural
services, which add to the real cost of doing business in The
Gambia and discourage private investment. Finally, and most
important for FAPE, the groundnut sector--which constitutes the
most important sector of the economy-- is still dependent on
services historically provided by a monopsonistic state-owned
industry. 1In particular, the GPMB and its subsidiary, the GRTC,
have stifled the development of both commercial agriculture and
river transport upon which development of the interior has long
been dependent.

a. Gambia Produce Marketing Board (GPMB)

Historically, The Gambia’s specialization in the production
and export of groundnuts began in 1830 with the first shipments of
Gambian groundnuts to Europe. Groundnut production for export was
encouraged by the colonial government as an easily controlled
source of tax revenue. By 1869 The Gambia was exporting 34,000 MT
per year. Annual exports under colonial rule reached a peak of
96,000 MT in 1915. Available data for this early period make no
distinction between decorticated (shelled) and un-decorticated
nuts., Given that all nuts exported today from The Gambia to Europe
are decorticated (a process that reduces weight by approximately’30
percent), it is difficult to compare total volume of exports in the
early 1900’s with total volume of exports in the 1990’s.
Nevertheless, a peak volume of 96,000 MT exported in 1919 is
impressive given that annual GPMB exports over the past two decades
have only averaged between 50,000 and 60,000 MT. Post-independence
groundnut production in The Gambia reached a peak of 151,000 MT in
1982. Total groundnut production for 1990/91 is estimated at
75,000 MT, of which the GPMB expects to process approximately
28,000 MT’s for export.

Until the second world war, private trading companies
controlled Gambian groundnut exports. However, with the start of
WW II, the British colonial administration established the West
African Produce Control Board (WAPCB) and granted it a legal
monopoly over the export of groundnuts, palm o0il, cocoa, and other
commodities to prevent their sale to the Axis powers. 1In 1948, the
Gambia Oilseeds Marketing Board (GOMB) was set up to control
groundnut exports from The Gambia. In 1973, GOMB was renamed the
Gambia Produce Marketing Board (GPMB) and its powers were expanded
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to include the marketing of cotton and rice. The Managing Director
of GPMB is appointed by the President, on the recommendation of the
Minister of Finance.

Groundnuts are still the most important crop in The Gambia and
are produced on eighty-four percent of all farm units. Groundnuts
account for 50 perrznt of farm income from agricultural products,
and groundnut products account for over 60 percent of The Gambia’s
domestically produced exports. In the world market, The Gambia
accounts for less than one percent of all groundnut exports. The
groundnut industry, including production, processing and trading,
accounts for about 13.5 percent of GDP in The Gambia.

Groundnut Production and GPMB Procurement

1975/76

1980/81

1985/86

1986/87

1937/88

1988/89

1989/90

Production
(MT)

141,100

60,200

75,800

110,300

120,000

98,400

129,900

G.P.M.B
Purchases
(MT)

133,541

44,854

49,094

67,879

63,320

27,770

49,406

Purchases as
a percent. of
production

95

75

65

62

53

25

38

Producer
Price as
Percent of
FOB Price

68

58

77

110

113

75

61

Gambian
Price as
Percent of
Senegalese

106

133

108

88

71

67

84

As the data in the above table demonstrate, GPMB has become a
smaller player in the market for farmers’ production in recent
years. A major reason for this is that groundnuts are easily moved
in either direction across the Gambia/Senegal border depending on
price and promptness of payment. In recent years Senegal has
offered higher (subsidized) producer prices, and significant
quantities of Gambian groundnuts have been sold across the border.
Nevertheless, in 1990/91 there has been some reversal of this trend
with Senegalese farmers opting to sell to private Gambian traders
at a lower price in exchange for immediate cash on delivery.

Managerial inefficiencies and lack of effective financial
controls within GPMB have resulted in sizable operating deficits,
and have necessitated large subsidies from the GOTG to keep the
parastatal operating. Government subsidies to GPMB have covered
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both operational losses and debt (rears. Although GPMB recorded
a small net profit for the 1989/90 season, this was exceptional and
due largely to high world market prices. Even with the subsidies,
GPMB has failed to maintain or replace worn out equipment, and, as
discussed below, has allowed the effective national processing
capacity to deteriorate significantly. Employment for both GPMB
and its subsidiary, GRTC has been declining in recent years.
Privatization is needed to turn GPMB into a profitable enterprise
that will support and adequately remunerate groundnut producers.
Under present management, inefficiencies and the withdrawal of GOTG
subsidies--at the insistence of the IMF-- will result in even
further divergence between the producer and world market prices.

G P its, Subsjidies a wn]loyment
(Millions of Dalasis)

1986/87 1987/88 1988/89 1989/90
Net -82.6 -59.1 -27.2 7.7
Operating
Profit
Grants from 83.0 130.7 13.2 40.5
GOTG
oyment: 1066 981 955 913
GPMB
GRTC 111 88 82 90

It will not be easy to privatize GPMB as the facilities are
old and poorly maintained. In addition, establishing an acceptable
market valuation may be difficult. GPMB’s major assets consist
primarily of a decortication plant located in Kaur with a rated
capacity of 650 tons per day (TPD), a second decortication facility
at Denton Bridge in Banjul with a rated capacity of 400 TPD, and a
crude oil mill also at Denton Bridge with a rated capacity of 240
TPD. The two decortication facilities together are more than
adequate to decorticate all of Gambia’s groundnut harvest. In
addition, there are 7 buying and storage depots located along
river. Whereas the GRTC river fleet once included 60 barges and 8
tugboats, there are now only 28 barges and 3 tugboats. The tugs
are on average over 40 years old and only one is operative. Of the
28 barges, only 11 are in fair condition and 17 need major repairs
before they can be used.

The majority of GPMB’s processing assets are in excess of 20
years old. Consultant reports have shown that quality control is
absent, nuts are pressed into o0il and cake at a loss instead of
being exported as whole nuts, and managerial inefficiencies keep
the plants operating months longer than would be the case if
efficient procedures were followed. One consulting company valued
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the plants assets in the region of D31 million. The fixed assets
are valued on the books of GPMB in excess of D180 million. The
Company is saddled with debts of over D67 million. The Mission’s
privatization support activities will include valuation,
preparation of prospectuses, and search for buyers.

3. Tax Structure and Investment Incentives Policy
a. The Development Act of 1988

Generally, private investors must submit to two approval
processes before establishing new ventures in The Gambia: 1)
application for tax concessions and other fiscal and non-fiscal
incentives granted under the Development Act in the form of a
Development Certificate, and 2) applications to meet normal
business development requirements such as operating licenses,
building permits, legal access to land, commercial registrations,
and work permits for foreign professionals. While the whole
process is purported by officials to require no more than 90 days,
in actual fact, completion of the two processes can take anywhere

up to two years. On average, investors need 180 work days to
obtain normal business permits and a further 90 days to secure tax
concessions under the Act. This extends the time between

application and start-up of new ventures to 12 -14 months. The
investment approval process is perceived as a major stumbling block
to attracting foreign capital despite GOTG’s strong commitment to
encouraging foreign investments in The Gambia.

Delays are precipitated by a combination of factors including,
numerous requests for project information and Ministry approvals as
prerequisites for tax concessions under the Development Act,
lengthy response times in the GOTG’s legal, regulatory and approval
systems in various Ministries and Departments, and an absence of
a priority ranking system for processing investment project
requests within the various Government entities or sensitization of
public sector personnel to the urgency of such issues.

The NIB has made an effort to fine tune the existing system to
reduce turnaround time. Subsequent enhancements, consisting of the
introduction of standard application forms, simultaneous processing
by Ministries and NIB’s "One Stop Shop" liaison service, will
produce some positive results but further fine tuning is unlikely
to lead to discernable improvements in the process.

Since the Development Act was enacted in 1988, only ten firms
have received Development Certificates. The existing system of
preferential tax treatment should be replaced by a completely new
tax structure that applies equally to all firms.

b. Tax Structure
Various features of the tax code taken together create
biases against foreign investment in The Gambia, incorporation of
local business enterprises, and retention and reinvestment of
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corporate earnings, as well as against certain financial
transactions, such as leasing of facilities and equipment, buying
and trading of shares, and use of legal mortgages to secure loans.
The code also contains biases in favor of repatriation of profits
to foreign investors, and insuring Gambian assets with foreign
insurers.

The Gambian company profits tax of 50% is considerably higher
than that of many other countries with which The Gambia is
competing for foreign investment. The company tax rate is also
higher than the top individual tax rate in The Gambia (35%). 1In
both cases, the differential discourages initiation and expansion
of business enterprises in The Gambia. 1In addition, tax treaties
with major developed countries that were inherited from the U.K.
and discourage location of permanent establishments in The Gambia
by foreign investors doing business in The Gambia (by not taxing
business income where no permanent establishment exists), and
encourage repatriation of profits from foreign-owned enterprises in
The Gambia (by not withholding against repatriation of after tax
corporate income).

Further, a number of taxes on fiiancial transactions
discourage equity investments and growth of non-bank financial
institutions without raising substantial revenues. Examples of the
latter include the capital gains tax on sale of securities (which,
in some cases, can have an effective rate in excess of 100
percent), the stamp tax on legal and equitable mortgages, the sales
tax on insurance premiums, the stamp tax on transfers of financial
instruments, and the duty on industrial and commercial leases. In
view of the unavailability of long-term debt financing from banking
institutions, it is important to eliminate tax system constraints
to direct investment and reinvestment, development of equity
markets, and non-bank financial institutions.

Under an extension of the Mission’s current Economic and
Financial Policy Analysis Project (EFPA), funds will be provided to
undertake a comprehensive review of the existing tax code and to
identify priority reforms necessary to eliminate biases against or
disincentives to increased private investment and/or expansion of
private enterprise activity. Implementation of the findings and
recommendations of the EFPA tax review will be undertaken under the
proposed FAPE progran.

4. Weak Statutory Regime Governing Transactions and
Enterprise Operations

The legal system governing business activity in the Gambia
suffers from substantial inconsistencies and major gaps in
statutory law and regulations as a result of wholesale inheritance
of certain British Parliamentary Acts, some of which were last
revised in the 19th Century. The Gambia is also bound to inter-
national treaties of the U.K. entered into prior to independence
and that have not been explicitly renounced or repealed.
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The deficiencies in Gambian statutory law are hindering
private investment and inhibiting development of financial
instruments, transactions, and institutions that have been
important vehicles of investment in other economies. Examples
include: the lack of legislation to guide the development of a
hire-purchase financing mechanism; seriously outmoded legislation
(last revised in 1955) governing the issuance of corporate
securities, shareholder and public disclosure provisions, and other
corporate governance matters; outdated and inadequate legislation
governing the licensing and regulation of financial institutions by
the Central Bank; lack of legislative authority for deposit-taking
non-bank institutions; and a complex and confusing system of land
tenure, which has been under study and in the process of reform
since 1987.

Virtually every type of equity or long-term debt finance
technique currently in use or potentially suitable for use in The
Gambia is affected in some way by the lack of a complete,
consistent, and up-to-date legislative framework for business
activity.

In addition, serious administrative deficiencies that deter
private investment include a primitive registry system for both
real and personal property, inadequate procedures and staff for the
enforcement of claims, absence of staff to supervise the insurance
industry, and a clogged court system due to inappropriate
jurisdiction rules and inadequate levels of judicial personnel. In
combination, the shortcomings of the legal, regqulatory and
administrative systems create a climate of uncertainty and
conservatism that reinforce the short~term orientation of savers,
investors and creditors in The Gambia.

The need for improvements in the legal structure is generally
non-controversial within the GOTG, and the slow pace at which these
problems have been addressed reflects a lack of sufficient
technical expertise rather than failure to recognize the problem or
resistance to change. The GOTG has recently completed a five-year
effort to consolidate the statutory enactments of the Gambian
Parliament and to update them technically. The President’s annual
budget address in November, 1990 committed the GOTG to publish a
revised edition of the Laws of The Gambia and to maintain the Laws
cumulatively.

The President also announced in his Budget Address that the
GOTG will introduce a new State Lands Bill which will provide a
unitary title system of land in the greater Banjul area, to be
extended eventually to the entire country, under which 21-year
leases will be converted to 99-year leases. Other new legislation
to be developed will provide a unified legal basis for the control
of land development, set standards for land survey work, review the
laws and regulations governing financial institutions, amend the
Companies Act to facilitate issuance of and trade in securities and
further protect the rights of shareholders, enable the
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establishment of hire/purchase transactions and institutions, and
establish a statutory body to govern accounting practices and
auditing procedures.

The Central Bank is currently drafting amendments to the
Central Bank Act and the Financial Institutions Act, has issued new
licensing procedures to shorten the processing period for financial
institutions, and has decided to recruit an axpatriate to serve as
Insurance Commissioner and to rewrite the insurance regulations.
The GOTG’s legislative and regulatory -evision program is an
ambitious one, and one that will severely burden the already
overworked cadre of educated civil servaiits who are responsible for
the daily administration of government organizations.
Realistically, concentrated technical assistance in researching and
drafting new legislation and regulations will be required for the
GOTG to accomplish its program within the time period contemplated.

B. Con aints in t apit Market

The shallownes: of the financial sector in The Gambia
constitutes a major constraint to private sector investment from
domestic sources. An entrepreneur seeking capital for a start-up
or expansion of an existing business will be unlikely to obtain it
through the formal financial system. Virtually all of the
liquidity in the financial sector resides in two healthy commercial
banks, one parastatal commercial and development bank (currently
undergoing major restructuring), and the parastatal Social Security
and Housing Finance Company. None of these organizations is
actively engaged in development lending or term lending at more
than a token level. A newly licensed bank has yet to begin lending
operations.

The banks engage almost exclusively in foreign exchange
transactions, and in highly profitable short-term lending to the
government through purchase of mostly short-term debentures and to
a small group of well-established commercial trade clients through
overdraft facilities and financing of trade bills. The lack of
competition in loan markets has led to persistently high lending
spreads and very high real interest rates.

Further, there are no building societies, no market for new
issues of stock, no venture capital funds, no credit unions or non-
agricultural cooperatives, no leasing organizations, and no private
pension funds. Insurance companies have not developed sufficient
excess reserves to be able to make long~-term investments. There
are no secondary markets for financial instruments, stock
exchanges, or private placement services for capital investment.

The need to promote increased competition among commercial
banks is being addressed by the Mission’s Financial Sector
Restructuring Program (FSRP) in coordination with the World Bank
and other donors. FAPE will complement and reenforce FSRP by
seeking to expand the scope of operations for non-bank financial
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institutions particularly in the areas of lease/purchase companies,
private placement arrangements, equity markets, and share-trading
facilities.

C. Constraints at the Level of the Firm or Local Economy

1. Weak Private Sector Training Institutions

The human resource potential of any country is tied directly
to its educational system and its ability to develop the necessary
knowledge and skills to meet current demands and projected
shortfalls. The Gambia does not have a strong track record in
basic education. While primary education is free, it is not
compulsory. During the 1986/87 academic year only 62% of those
children between 8-13 years of age were in school. Only 37% of
students who complete primary school go on to secondary school.
Only a quarter of Gambian young people between the ages of 14-18
receive any form of secondary education. Post-secondary
educational opportunities in The Gambia are even more sparse.
There is no university. A handful of technical and professional
educational institutions are available. Of these, the Gambia
College (teacher and nurse training), Gambia Technical Training
Institute (GTTI) and the Management Development Institute (MDI) are
the most prominent. GTTI caters largely to work place pre-entry
skill building in the basic trades (e.g. carpentry, welding,
masonry, auto mechanics) and MDI orients its efforts to in-service
training of public and parastatal personnel.

There are no institutions in The Gambia where private
individuals can receive a basic curriculum in the skills that
define competency in business ownership and management. Even the
technical schools fall short of reasonable expectations. There are
minimal efforts, such as the Gambia Hotel School (GHS), but they
also remain inadequate to the tasks for which they were created.
The GHS, which caters to one of the countries biggest industries,
is an example of what can happen to donc: assisted public sector
investments in spite of their good intentions and direct
relationship to private sector investment and employment. The GHS
was established with World Bank funding in 1980. The facility was
furnished and equipped by the West German government. The German
Technical Organization, GTZ, provided five years of technical
assistance, including 1long term training for the School’s
professional staff. Outside funding ceased in 1985, the year when
the ERP began. It became readily apparent that the GOTG was not
committed to sustaining the GHS. The School’s reputation
plummeted. The GHS currently graduates about 50 students every two
years, has not offered any in-service training since 1987,
experiences frequent equipment breakdowns and utility shortages,
has not provided any development opportunities for its staff since
GTZ pulled out over six years ago, and operates on a budget of
about $60,000/year. The budget allocation is expected to cover
staff salaries, student allowances, materials and supplies,
maintenance of plant and equipment and all other costs associated
with the operation of a school of this kind. The School and its
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graduates are not highly regarded within the industry although all
students appear to be employed at the end of their training.

The Private Sector Training Needs Assessment and FY89-92 Country
Training Plan (conducted for USAID/Banjul in January, 1989 under
the auspices of the Human Resource Development Assistance (HRDA)
project) identifies the lack of qualified personnel as one of four
key constraints to private sector development. This conclusion was
reiterated repeatedly by those public and private sector officials
and representatives who were interviewed during preparation of the
FAPE Program. Public sector employment has been the employment of
preferred choice in The Gambia, leaving a dearth of qualified
persons to manage and operate private enterprises. Any concerted
effort to strengthen private sector investment performance and
increase employment opportunities through enterprise development
must address the urgent need for qualified and competent
managerial, professional and technical personnel. Broad
strategies, such as policy reform, easier access to credit and
foreign investments will not be successful if the private sector
doesn’t have the knowledge and skills to implement them.

There is no history of planned, organized and
institutionalized effort to serve the overall human resource
development (HRD) needs of the private sector in The Gambia. Those
HRD efforts that have been undertaken were either initiated
privately and motivated and supported out of self-interest or, were
one of a number of public programs not designed to impact, in any
significant way, private enterprise growth. Exceptions to this
generalization may be found in a few donor programs targeted to
sectoral projects (such as fisheries development) in particular
regions of the country.

There have been intensive training programs for public sector
institutions which might have a strong impact upon the private
sector, so that long term, expatriate technical assistance is not
needed in the institutions so trained. The National Investment
Board (NIB), for example, has a strong formally educated and
professionally trained staff. Two-thirds of the professional staff
have graduate degrees from world class universities and
collectively have attended the best post-graduate professional
development training programs available. What NIB needs is not
more formal education and training but rather a strategic action
plan plus the leadership and will to put these unique resources to
work. Only then will NIB achieve its institutional mandate and
serve the developmental needs of the private sector and the nation.

To a lesser extent, the Ministry of Finance and Economic
Affairs (MFEA) is well on its way to becoming a self-sufficient
actor in its enabling role of fostering and supporting private
sector development. The EFPA project has trained a strong cadre of
macro-economists and policy analysts.

The GOTG could offer useful service to the private sector with
a range of supportive and enabling policies and programs. Whether
it will do so is, in large measure, dependent on the mobilization
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and utilization of the indigenous knowledge and skills that already
exist. The intermediate public sector institutions for sparking
private sector development are largely in place, although there is
no institution that can cater to advanced technical or artisan
training needs in The Gambia. The public institutions which do
exist need to be energized and managed.

Formal training institutions and private sector advocacy
groups are not well equipped to contribute to private sector
development -but the situation is not hopeless. Both MDI and GTTI
have taken recent actions to position themselves for potentially
significant contributions to the private sector. The advocacy
organizations, such as the Gambia Chamber of Commerce and Industry
(GCCI), the Gambia Women’s Finance Association (GWFA), and the
Association of Gambian Entrepreneurs (AGE) are a mixed 1lot of
largely unrealized potential. They represent only a small fraction
of the potential membership in their respective spheres of
influence and offer only sporadic programs and services to their
current constituents.

The HRD challenge within the FAPE program will be twofold.
First, it will be difficult, costly and time consuming to impact
directly on the HRD requirements of the private sector. However,
there 1is a national thrust to systematically support the
development of first 1line supervisors and middle and upper
management personnel for the private sector. Second, HRD
interventions aimed at supporting public institutions for
developing the private sector in The Gambia appear not to have been
well planned or managed in terms of an overall, cohesive strategy.
Future HRD investments, such as those envisioned under FAPE, will
require that more rigorous attention be paid to targeting
interventions for maximum return, within a broader strategic plan;
and managing these investments to keep them on target. The Program
will need to promote appropriate plans and strong management in
those institutions which perform enabling, service and advocacy
roles for the private sector. Any HRD assistance to public
institutions for private sector development will need to be
designed with the objective of being sustainable without long term
external technical and financial support.

2. Inadequate Business Advisory Services

A principal goal of The Gambia’s new business organizations is
to provide essential advisory services to small and medium size
enterprise (SME) members. Two of the six groups, Indigenous
Business Advisory Service (IBAS) and the Gambia Womens Finance
Association (GWFA) offer basic services such as management
training, business plan preparation and credit advice. 1IBAS is
directed at rural projects but is understaffed and is less
effective than the GWFA. Services are geared to the informal sector
and therefore do not meet the business development needs of the
formal or productive sectors. The NIB assists larger business in
similar ways to IBAS and GWFA. Through its Investment Promotion
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Unit it helps investors prepare feasibility studies and identifies
business opportunities for the private sector.

Other important business support services such as new market
profiles, technology information services, labor relations, and
financial management and planning are difficult to obtain in the
formal business community. This inhibits private sector
development, especially in priority export sectors 1like
horticulture and fisheries.

In addition, there is no functioning central information or
documentation center where investors or local importers can obtain
foreign trade and technology information. Despite the relative
importance of re-export trade and export growth, reference
materials (customs tariffs, regulations and statistics, importers
and exporters directories, trade fair schedules, technical
specifications and/or guality control standards for exportable
goods) are still not easily accessible to the Gambian business
commurity.

3. Limited Private Sector Advocacy

Private voluntary business organizations are natural focal
points for enterprise development and for sensitizing the public
sector to key issues or constraints which impede business growth.
These entities help to foster special interest group participation
in the formulation of national economic policies and programs.
Consequently, private sector advocacy has become a principal
cornerstone of democratic pluralism in emerging economies.

Private sector advocacy is both a factor and barometer of the
institutional capabilities of business associations: organizations
with strong management, participatory membership and beneficial
business support services are effective private sector advocates.
Prior to 1987, the Chamber of Commerce and Industry (GCCI), the
conventional bastion of business interests, had made only marginal
advances in promoting private sector involvement in economic
decision-making due to weak organizational skills and traditional
partisan perspectives. For example, GOTG economic liberalization
policies such as privatization and foreign investment initiatives
under the ERP, have been driven almost entirely by donor agency
initiatives rather than by private sector foresight, lobbying or
consultation. Lack of a strong and cohesive private sector presence
at national fora also allows GOTG inaction on basic infrastructural
needs.

Until recently the GCCI was the only private sector advocacy
institution in the country. However, associations of hoteliers
and horticultural exporters are showing signs of effective
advocacy. During its earlier years, GCCI was an exclusive members’
club whose key purpose was to protect its associates against taxes
and tariffs. Prompted by the policies implemented under the ERP,
The GCCI has improved its advocacy role over the last three years
and has orchestrated consultations with the GOTG on economic
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management issues including customs administration and investment
promotion. In 1989, the GCCI began to strengthen its institutional
capabilities with technical assistance from the ITC and
International Executive Service Corps (IESC), the latter through
USAID/Banjul. The GCCI has acted on some of the consultants’
recommendations but lacks the resources and professional management
to deal with its myriad other organizatioral and administrative
weaknesses.

4. Weaknesses in Investment Promotion

The National Investment Board (NIB) was enacted by The Gambia
National Board Act, 1977 and was established as a special
government agency under the Office of the President. NIB fulfills
its mandates of oversight of parastatals, advice on SOE divestment
and promotion of private sector investment through three divisions:
1) Public Enterprises, 2) Human Resource Development and 3)
Investment Promotion. NIB’S organizational structure includes a
Board of Directors, a Chief Executive, a Deputy Chief Executive
responsible for managing the Division of Investment Promotion and
two Division heads for Public Enterprise and Human Resource
Developnment.

The Division of Investment Promotion is responsible for
stimulating enterprise development, marketing investment
opportunities and for providing services under administrative units
for i) Export Promotion and Joint Ventures, ii) Horticultural and
Livestock Development, iii) Agro-based Industries and Industrial
Estates, iv) Tourism and Fisheries Development, v) SME and Rural
Enterprise Development and vi) Investor Advisory Services.

The Division promotes foraign investment by participating in
trade fairs and by coordinating investment conferences and seminars
in foreign markets and in The Gambia. The NIB’s investment
promotion work has been repeatedly compromised by a shortage of
financial resources. NIB cannot develop strategic plans or
schedule investment missions because the GOTG does not provide
guaranteed subventions for investment promotion. Overseas promotion
missions are therefore irregqular, often targeted at too many
sectors simultaneously and result in lower investment levels than
would otherwise be attained if adequate resources were made
available to the NIB.

Other constraints which weaken NIB’s promotional mandate
include the absence of legal authority over investment approvals,
a lack of private sector background among professional staff, and
an inadequate administrative system for tracking investment
promotion activities.

The absence of legitimate decision-making powers dilutes NIB’s
role as an efficient facilitator of foreign investment. Since the
Board has no ministerial or inter-agency status, other GOTG
departments are slow to response to NIB requests for permits and
licenses for investors. Also, investment promotion may be
unintentionally compromised by the lack of private sector exposure
among NIB staff responsible for expediting investment approvals.
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PART 3: Strategy Identification

I. FAPE Program Strateqy
A. FAPE Critical Sector Priorjities

The Gambia is now poised to realize its comparative advantage
in commercial agriculture including groundnut production and
production of alternative oilseeds and pulses, horticulture
production, fisheries, and tourism. Each of these sectors is
export oriented and produces products for which there is evident
international demand and which can be delivered efficiently to
market via the river and port facilities.

At the core of FAPE is the contention that macro-economic reforms
recently achieved must be consolidated and deepened through
specific actions aimed at addressing the needs of- private sector
investors and entrepreneurs in order to achieve and sustain levels
of investment needed for broad-based growth. 1In developing the
FAPE strategy, close attention has been paid to the need to
generate substantial positive impacts on lives and living standards
among the poor majority of ordinary Gambians. FAPE strategy for
meeting this mandate is to use project and non-project assistance
to create conditions for expansion of employment and other income
generating opportunities that will benefit ordinary Gambians.

The overall purpose of the Development Fund for Africa is to
stimulate long-term development through economic growth which is
equitable, participatory, environmentally sustainable, and self-
reliant. DFA legislation explicitly encourages programs that
support private sector development, promote individual initiatives,
and seek to reduce the role of central government in economic
activities that can be more effectively and efficiently financed
and operated by private enterprise. FAPE is designed specifically
to achieve these goals, giving special emphasis to the needs of The
Gambia’s basic industry--oilseeds-- which affects the lives of the
great majority of Gambians.

The DFA designates critical sector priorities which must
capture primary attention. Policy reforms must be linked to these
sectors and must address the need to protect vulnerable group and
maintain the natural resource base. 1In focusing NPA and project
assistance on elimination of short term impediments to sustainable
long term growth of commercial agriculture (including traditional
and non-traditional crops), horticulture, and fisheries, FAPE has
followed DFA guidelines to focus on the agricultural sector, and
the most important groups within it. The Gambia has had a
comparative advantage in groundnut production for decades. 1In the
past several years notable opportunities to diversify into sesame
and horticultural production have arisen. Both of these
activities are largely dependent upon the skills of women farmers.

Events of the past several years have demonstrated, however,
that production alone is not sufficient to ensure that the highest
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returns for production are received by the producer. As stated in
the DFA, the benefits to increased production must be protected by
introducing proper incentives to improve the marketing function
through more efficient transportation, improved allocation of
credit and other resources, upgrading of storage and distribution
networks, and increased access to information on foreign markets.
Increasing revenue to the producer often requires that a product be
transformed to insure that the optimum value is added to the
product before it leaves the country.

Value-added processing functions are plagued with high risks
and developmental costs; distortions abound in markets outside The
Gambia. In order for producers in The Gambia to receive the full
benefit of their comparative advantage in these commodities,
developmental or start-up risks must be minimized. Experience with
command economies and state owned enterprises has demonstrated that
private companies are more efficient in carrying out extension,
distribution, and marketing activities than are public agents.
FAPE NPA will bring about privatization of the Gambia’s major state
owned marketing company; FAPE project assistance will be used to
assist directly resource based industries, including horticultural
farms, and firms initiating expanding, or diversifying operations
in The Gambia.

FAPE, which includes firm-level support as a principal
development tool, has precedent in three African projects. In
Uganda, the Mission has competed a $1.0 million Cooperative
agreement for execution on condition that the grantee, a U.S. seed
company, agrees to take a 20% equity share in the Uganda Seed Co.
In Swaziland, the Commercial Agricultural Production and Marketing
Project (CAPM) is redirecting its first phase to set-up, supply,
manage, and market the output for a local marketing company, a
radical change from its original mandate to establish a price
information system, carry out marketing studies, and teach business
courses. In Cameroon, the Mission has approved a lease of the
USAID-built, government-owned seed plant to Pioneer Hybrid
International for one (1) CFA Franc per year. In the PRE bureau
there is much discussion about granting USAID funds to private
firms to promote their establishment in the Philippines.

The FAPE strategy will encompass four basic elements to
enhance the enabling environment for private investment and private
enterprise:

Eliminating specific barriers to investment. These barriers
include the tax rate for companies, state ownership of critical
industries, and monopolistic behavior in their management.

Improving governance. Various Gambian laws and regulations, .y
design or through perverse application, create administrative
barriers to investment, reduce transparency in Government'’s role,
or complicate the adjudication of claims.
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Strengthening private sector capacity to respond to investment
opportunities. The response of investors, both foreign and
domestic, to expanded opportunities for private investment will
continue to be limited unless selected industries and individual
firms within industries are assisted to identify technologies,
markets, and sources of financing that make for success in a sound
business environment. FAPE resources will selectively assist
industries and to overcome critical obstacles to increased
investment. Feasibility studies, marketing studies, and training
will be included in FAPE'’s assistance to firms and industries. The
private sector can also be strengthened through better organization
of its interests and a more regular, broad-based, and informed
dialogue with the GOTG.

Sustaining sound macroeconomic policies. Critical to the success

of this Program will be further institutionalization and refinement
of the substantial structural reforms now in place.

B. Ratjonale for Non-project Assistance

The proposed program is one of performance based non-project
assistance complemented by a support project. Experience and
analyses by USAID in The Gambia and other donors implementing
programs with important policy reform components, indicate that
permanent sectoral level change is most effectively accomplished
through use of conc.tioned cash transfers supported by technical
assistance and training. The GOTG has had ample experience with
and has demonstrated a capacity for successful management and
implementation of NPA programs under the World Bank’s SAL I and
SAL ITI programs and with USAID/Banjul’s AEPRP and FSRP programs.
The importance of policy reform in creating conditions necessary to
support broad based, sustainable growth has been demonstrated in
The Gambia throughout the process of structural adjustment.
Macroeconomic reforms and restructuring of the financial sector
were accomplished with significant NPA inputs and have successfully
stabilized the economy and enabled private investors and
entrepreneurs to respond more effectively to profitable
opportunities. NPA provided under FAPE will be used for repayment
of outstanding external debt.

C. to Othe ors

The donor community in The Gambia is characterized by an
unusual degree of donor coordination among the major multi-lateral
and bilateral donors. This coordination has its genesis in the
common recognition in the mid-80’s of the need for fundamental
changes in the Gambian economy. The Economic Reform Program of
1985-90 was directly supported by co-financing from the
Netherlands, the United Kingdom, Switzerland, and the African
Development Fund, as well as USAID/Banjul through the AEPRP. This
commonality of donor viewpoints was reflected in the common
observance of broad Bank and IMF-led conditionality, focussing on
private sector solutions, administrative improvements specifically
geared to the investor, and continued technical assistance to
strengthen GOTG management in key areas.
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The current multi-year Enhanced Structural Adjustment Facility
snds in October 1991, although a one-year extension or a shadow
[#rogram is possible. In October 1990 a Policy Framework Paper for
vhe Gambian fiscal years 1990/91 - 1992/93 was drafted under the
ausplices of the World Bank and IMF. The FAPE Program is consistent
with GOTG intentions under the PFP, which reflects GOTG policy
under its Program for Sustainable Development. It is important to
note that there are no Bank or IMF programs now in place
specifically to support GOTG policies for the next five years,
although the Bank may develop a third structural adjustment loan.

The following are some of the current and plar. multilateral
and bilateral donor activities that will contribute to the
objectives of the FAPE Program:

Infrastructure. A World Bank-funded project to improve the
- ilter system and drainage in the Banjul area is nearing completion.
Bank/EEC-funded road improvements in the area should begin within
a year. The EEC 1is also working with the GUC electricity
department to improve management and will be assisting the GOTG to
institute a lease arrangement with a Western firm to ouperate the
utility by mid 1992. This is expected to have a major beneficial
effect on service. The EEC is also examining proposals to improve
airport operations as well as docking facilities for fishing boats,
using private sector arrangements.

Credit. The World Bank’s Enterprise Development Fund has made
USD 5.4 million available for term lending by commercial banks to
local enterprises. This is accompanied by technical assistance to
the NIB and the Management Development Institute. Oxfam USA is
funding a pilot credit scheme for women-owned businesses through
the Gambia Women’s Finance Association. While neither of these
interventions will tackle the underlying investment constraint of
high interest rates and lack of term lending, these programs will
expose more entrepreneurs to formal credit facilities.

Investment Promotion. The National Investment Board continues
to receive assistance from the World Bank for staff development,
particularly in the area of monitoring of SOE’s. UNDP assistance
in export promotion will end in September 1991.

Economic Management. In addition to the AID funded HIID
contract, both ODA and UNDP continue to provide assistance in the
areas of national accounting, tax and duty administration, and
foreign trade.

Privatisation. USAID/Banjul and the World Bank have provided
assistance to the NIB to strengthen their role in guiding the
process of privatization in The Gambia. Currently, the World Bank
is financing technical assistance to the GPMB to sustain operations
in preparation for its sale to private interests and is assisting
in the dialogue to accelerate the pace of privatization of both the
GCDB and the GPMB.

Agriculture Liberalization. To respond to the opportunities
created by the elimination of government monopoly positions in
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fertilizer sales, the FAO has set up a network of private
distributors, through technical assistance and credit to retailers.

II. issi Program Strate
A. Mission Program Goal and Strategic Objectives

The Mission’s program goal as established in the 1989 Country
Development Strategy Statement (CDSS) and more recently updated in
the 1991 Action Plan is to promote broad-based sustainable per
annum growth in real per capita GDP of approximately 3.0 percent.
In the Action Plan, the Mission identified two principal strategic
objectives for achieving the goal: 1) increased private investment,
and 2) increased rural incomes through sustainable increases in
agricultural production. The proposed FAPE and its companion FSRP
are the two principal vehicles for achieving the private investment
objective. The Mission is in the process of designing a natural
resource management program that will constitute the primary
vehicle for accomplishment of the second strategic objective.
Achievement of both objectives is contingent on continued support
of The Gambia by other donors, effective implementation of other
donors’ programs and projects, and GOTG adherence to the market-
oriented, free enterprise strateqy outlined in the Policy Framework
Paper.

The Mission’s initial Assessment of Program Impact report of
November 1990 set an indicative target under the private investment
strategic objective of growth in aggregate annual private
investment in the economy to 10% of GDP by 1994 and remaining at
that level thereafter. This target figure is based on an annual
population growth rate of 3.4%, an estimated incremental capital
output ratio of 3.6 (based on an indirect calculation from
historical data), and a desired annual per capita growth rate of
3.0%. It should be noted that historical data in The Gambia, is
inherently weak and that attempts at building a quantitative model
of growth in The Gambia are subject to a significant margin of
error. The Mission is currently undertaking a baseline survey to
develop a more reliable database for monitoring progress and
assessing impact in both the financial and private sectors.elation
of the proposed program to ongoing and complete USAID/Banjul
programs.

B. USAID/Banijul Proyram and Project Interventions

Sec Development and

Promotion of Private Enterprises

The proposed program in financial and private enterprise
development constitutes the logical next step in a sequence of
USAID-financed programs and projects in The Gambia begun in the mid
1980’s with the intention of creating the necessary and sufficient
conditions for sustainable market-oriented economic growth. During
this period, USAID/Gambia policy dialogue with GOTG representatives
has stressed the principal that free markets are the most effective
and efficient way of mobilizing human energies, assuring
responsiveness to consumer demands, and allocating scarce financial
and natural resources to their most productive and profitable uses.
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Within this broad policy framework, the Mission, in
coordination with other major donors in The Gambia, has further
sought to encourage the GOTG to reduce the public sector role in
the provision of goods and services within the economy and to look
instead to the private sector as the most appropriate and reliable
engine of sustainable growth. Consistent with Agency-wide policy
on private enterprise development, USAID/Banjul’s programs and
projects through the last half of the 1980’s were predicated on the
notion that private enterprises operating in a competitive market
environment will produce jobs, raise human capital 1levels, and
contribute measurably to overall economic development. In The
Gambia, where the domestic market is too small to support all but
a few small productive enterprises, the Mission has encouraged the
GOTG to focus on export-oriented private enterprises that can
generate wealth and employment and thereby contribute directly the
quality of life for the majority of ordinary Gambian citizens.
While it is impossible to ensure fully equitable growth within any
economy, in The Gambia significant equity objectives will be
achieved if market forces can be stimulated to push the economy
more towards full employment.

USAID/Banjul-supported efforts to promote private enterprise
in The Gambia have follcwed a two-track approach aimed
simultaneously at:

--maintaining and consolidating a viable internationally
competitive market environment within which individual
.enterprises can operate without undue government or civil
service interference and in which increased private investment
in productive sectors of the economy can be effectively
promoted, and

--promoting policies and financing activities to foster
intensive development of economically viable, privately owned
enterprises that can provide jobs for Gambians across all
income strata and generate positive foreign exchange balances
to finance continued re-investment necessary to sustain and
enhance growth.

The following is a review of the sequence of ongoing and completed
Mission supported projects and programs in the areas of economic
policy reform and private enterprise development.

1. Boonomic and FPinancial Policy Analysis Project

Through a contract with the Harvard Institute for
International Development (HIID) this project has since 1984
provided short and long term advisory services, training, and
associated equipment and supplies to the former Ministry of Finance
and Trade (now the Ministry of Finance and Economic Affairs). The
project purpose of the EFPA is: "to strengthen The Gambia’s
economic policy framework on an ongoing basis in order to adapt to
changing economic conditions and attract the productive investments
necessary for sustained growth." The project is scheduled to end
in August 1992.
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Under the EFPA, a two-person team has been located full time
at the MFEA to work directly with senior GOTG policy makers and to
establish a Statistics and Special Studies Unit within the Ministry
to collect and compile data to support in-depth, in-house
macroeconomic policy analyses for consideration as national policy.
The resident EFPA advisors are complemented by a core team of HIID
specialists who visit The Gambia periodically to undertake short
term studies of priority problems or issues for review by GOTG
policy makers.

EFPA senior advisors played a key role in assisting with the
design and implementation of the ERP and were instrumental in
convincing the GOTG to undertake a number of difficult major policy
reforms including the float of the Gambian dalasi, full
liberalization of the foreign exchange market, improvement of the
customs collection system, and enactment of a uniform sales tax.
EFPA advisors assist MFEA staff to monitor overall performance of
the economy and advise senior officials on policy adjustments
necessary for meeting performance targets and benchmarks under IMF,
World Bank, USAID, and other donors’ structural adjustment
programs. HIID advisors have developed a high level of trust and
confidence among their counterparts at the MFEA and have been
instrumental in sustaining and consolidating the economic reform
program.

EFPA resources have also been used to provide over 525 person
ronths of long and short term training to Ministry and other GOTG
personnel to develop the indigenous economic and financial policy
analysis capacity of The Gambia. In addition to those working
within the MFEA, former EFPA trainees currently hold a number of
key economic policy making positions in government ministries,
government agencies, and public and private financial institutions.
The most recent EFPA project evaluation, undertaken in June 1990
concluded that the training component of the project has had, "a
profound impact on macro-economic policy reform" in The Gambia.
Perhaps the most notable EFPA achievement in the training area is
that nearly 100% of all its participant trainees have upon
completion of training returned to work in The Gambia.

All of the pre-design analyses leading to development of the
FAPE have emphasized the <critical importance of sustained
macroeconomic stability in The Gambia to the goal of increased
private investment and expansion of private enterprises. While the
current EFPA project has substantially strengthened the capacity of
the MFEA to formulate and implement sound financial and economic
policies, continued donor support will be required for several
years before the requisite level of general expertise is achieved.
In order to ensure uninterrupted provision of advisory services to
the MFEA and to allow adequate time for full and open competition
for a follow-on project, the current EFPA project will be extended
for eleven months through August 1992. After August 1992, FAPE
resources will be used to assist the GOTG both to sustain the
established course of structural adjustment and to implement the
new Program for Sustained Development through a revised and updated
technical assistance program to succeed the current EFPA.
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2. PL 480, Section 206

A PL 480 section 206 program valued at $6.5 million was
initiated in 1986, primarily to 1liberalize the agricultural
commodity and input supply market and to begin the process of
privatization of the Gambia Produce Marketing Board (GPMB). Under
the terms of the transfer agreement, USAID provided 6,470 MT of
rice to the GOTG for sale by auction to private sector traders.
The GOTG for its part agreed to decontrol rice and fertilizer
prices and to open both markets to the private sector. The GOTG
further agreed to eliminate the groundnut export tax, raise
producer prices to farmers, eliminate discriminatory buying
margins, and to develop a plan and schedule for the eventual
privatization of the GPMB’s core facilities.

The PL 480 program ended in 1990. By the end of the program,
policy reforms regarding rice 2-d fertilizer markets had been
completed as well as removal of the groundnut export tax. As
regards GPMB, most of its peripheral assets have been put up for
sale though a number remain unsold. In May 1989, the GOTG provided
the Mission with the prescribed plan and schedule for privatization
of all remaining GPMB assets by 1994. Full implementation of the
divestment plan will be undertaken on an accelerated basis under
the proposed FAPE program. The target date for full privatization
of the GPMB is now set for September 1992.

3. M2rica Economic Policy Reform Program (AEPRP)

The $6.0 million Gambia AEPRP was implemented in 1987 to
support and deepen the structural adjustment program through non-
project assistance in the form of conditioned cash transfers.
Under the terms of the program agreement, the GOTG agreed to
undertake a number of major credit peclicy reforms including the
strict application of market determined interest rates on 3ll
public and private sector borrowing from official sources,
interdiction of preferential credit allocation from any public
sector financial institution, agreement to finance from the
national budget all subsidies of public enterprises; and a
commitment to develop policies for term lending at market interest
rates. The third and final $2.0 million tranche was disbursed in
August 1990. :

4. Program Development and Support Project

Over $1.0 million in Mission PD & S funds have been used to
support a variety of activities in the areas of economic policy
reform, privatization of state owned enterprises, and analysis of
the business and investment climate to promote expansion of the
private sector. Among the most significant reports that have
provided the analytical underpinning of the proposed program are:
several studies of groundnut production and marketing in The Gambia
and the role of the GPMB, a financial sector assessment, a private
sector assessment, an analysis of potential investment
opportunities in The Gambia, an assessment of the 1legal and
regulatory framework affecting financial transactions and business
operations, a review of the investment approval process, and a

70



private sector human resources needs assessment. The Mission is
currently funding a baseline survey that will form the basis for
monitoring progress and evaluating the impact of the both the
proposed FAPE program and the closely related Financial Sector
Restructuring Program (described briefly below).

5. Human Resources Development Assistance (HRDA)

The Mission is currently using approximately fifty percent of
~its HRDA funds to support training activities for a range of
private sector interests. The mission HRDO works closely with the
National Investment Board, the Gambia Chamber of Commerce and
Industry, and the Management Development Institute (MDI) to develop
and implement local training programs and to match individuals with
appropriate outside training opportunities. HRDA funds have been
used to conduct a series of entrepreneur development seminars at
MDI, to sponsor several individual Entrepreneurs International
visits to the U.S., to fund attendance of Gambian export enterprise
managers at seminars on international marketing and quality
control, and to finance attendance of GCCI, NIB staff and others at
regional and international trade fairs. Most of these activities
will be continued and expanded under the proposed FAPE program.

6. AEPRP II - Financial Sector Restructuring Program

To consolidate and build upon the policy reforms implemented
under AEPRP I, a three-year $6.8 million non-project assistance
program aimed at strengthening of the commercial banking sector
through improved management and increased competition was
authorized in March 1991. Major policy reform outputs of the
program include the removal of administratively determined credit
ceilings, introduction of a system of indirect liquidity control
through adjustment of net domestic assets of the Central Bank,
improvement of prudential supervision by the Central Bank, and
privatization of the Gambia Commercial and Development Bank (GCDB).
Given that a well functioning and adequately deep financial sector
is one of several necessary conditions for growth of private
enterprises in any economy, many of the targets of the FSRP such as
improved savings mobilization, improved efficiency in allocation of
domestic credit, increased availability of loan capital for private
enterprises, and greater competition among the commercial banks are
expected to have a direct, positive impact on the feasibility of
the proposed FAPE program. The two programs have been designed to
complement one another and the success of both are central to the
achievement of the Mission’s overall program goal.
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PART 4: Program Description

I. Program Elements
A. Summary

The proposed Financial and Private Enterprise (FAPE) Program
is a five year $17.35 million activity that combines $9.0 million
of non-project assistance in the form of conditioned cash grants
with $8.35 million in complementary projectized assistance in the
form of advisory services, technical assistance, support grants,
training, and ancillary equipment and supplies necessary for
effective implementation and support of the reform program and for
achievement of the program goal and purpose.

B. Program Goal and Purpose

The overall goal of the FAPE Program is increased private
investment in The Gambian economy from both foreign and domestic
sources. To accomplish the goal, the Program’s purpose is to
enhance the enabling environment for increased private investment
and growth of private enterprises. While substantial increases in
private capital flows are needed in virtually all sectors of the
economy, FAPE resources will be focused specifically on addressing
priority constraints to increased investment in resource based,
export oriented sectors suitable to broad-based participation of
the majority of average Gambians. As approximately two-thirds of
the population earn their livelihood from farming, highest priority
will be given to creating new employment and enhanced income
generating opportunities in agro-based enterprises including
commercial production and processing of traditional and non-
traditional oilseeds and grain crops, production and processing of
high value horticulture products for export, and capture or culture
and processing of salt-water fish and seafood. Other resource
based, export oriented sectors of the economy, notably tourism, are
expected to benefit from overall improvement of the business and
investment climate and may receive some limited assistance under
the Program.

Increased private investment in the economy is being pursued
as a viable long term solution to the problem of achieving
sustainable economic growth and improvement of the living standards
of the poor majority of Gambians. Accelerated and equitable growth
of per capita income to a level in excess of 3.0% per annum will
therefore constitute the ultimate measure of goal achievement under
the proposed program. Other measures of goal achievement under the
program will be: increased private investment in the economy to at
least 10 percent of GDP and expansion of the role of the private
sector in the economy as measured by aggregate earnings and
employment.

Important assumptions made in formulating the program include
the non-recurrence of catastrophic drought conditions, continued
domestic and regional political stability, limited repercussions of
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any world economic recession, and willingness on the part of
private investors to invest in The Gambia provided that certain
macro- and micro-economic conditions are established. The
aggregate investment target needed to achieve the anticipated
growth rate of per capita income assumes an incremental capital
output ratio (ICOR) of 3.6 based on analysis of recent data.

C. Conditions Indicative of Achjevement of Program Purpose

Successful accomplishment of the FAPE program purpose to
enhance the enabling envircnment for increased private investment
and growth of private enterprises will be indicated by the
following end of program conditions:

1. Improvement of The Gambia’s international
credit standing.

Conditioned cash grants under the non-project assistance
component of the program are aimed at offsetting the social,
economic, and political costs of major reforms. However, it is
anticipated that actual foreign exchange transfers disbursed under
the program will be used by the GOTG to repay $9.0 million of
outstanding public debt, most likely to the International Monetary
Fund and the World Bank. Continued regular servicing of The
Gambia’s public foreign debt and other measures to enhance the
country’s international <credit standing are <crucial for
establishing and maintaining international confidence in the
Gambian economy, without which significant private investment is
unlikely to occur. Secondarily,quick disbursing, untied cash
transfers will help to reduce the present balance of payments
burden and thereby free up scarce foreign exchange assets for other
productive investments.

2. Batisfactory implementation of the Public
Investment Program and reduction of the role
of the public sector in the production
and marketing of goods and services.

Given the evident limitations of financial resources in The
Gambia, it is essential that every effort be made to ensure maximum
efficiency in the allocation and utilization of public investment
funds both to improve economic infrastructure necessary for growth
and to provide adequate social services to the population.
Conditionality to ensure satisfactory implementation of the Public
Investment Program (PIP) has been included under the FAPE program
primarily to ensure that public funds are used to meet priority
public needs in the most cost effective manner available and to
preclude any recurrence of public sector investment in economic
activities of potential interest to the private sector. The stated
objective of the PIP is "to improve the economic infrastructure of
The Gambia so that private investors will be encouraged to increase
the level of sustainable employment and earn additional foreign
exchange." Satisfactory implementation of the PIP should lead
directly to improved basic infrastructure including electrical
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power supply, water distribution, roads, and airport facilities
necessary to support cost-effective expansion of private sector
activities. Furthermore the proviso under the PIP to prevent the
public sector from making new investments in areas of potential
interest to the private sector will create increased opportunities
for ©private initiatives, particularly in service-oriented
enterprises necessary to support growth of resource-based sectors.
Two such areas of immediate interest are provision of cold storage
facilities at or near the airport to store high value horticultural
products prior to air freighting and construction of a designated
fishing pier for exclusive use by commercial and artisanal
fishermen. Improved berthing facilities for commercial and
artisanal fishermen will create opportunities for expanding
processing facilities where substantial numbers of ordinary
Gambians, and in particular women, are employed. Satisfactory
implementation of the PIP assumes a continued high level of donor
coordination and effective implementation of other donors’
programs.

3. Full privatization of the groundnut industry
and increased responsiveness of agricultural
producers to market signals.

Approximately two thirds of The Gambian population derive all
or most of their cash income from the production, processing, and
marketing of groundnut products. As discussed in section V(B),
USAID/Banjul programs have consistently sought to expand private
sector opportunities in agriculture, including the marketing of
agricultural inputs and products, through elimination of monopoly
positions and other exclusive marketing advantages enjoyed by GPMB
to the detriment of both farmers and would-be small and medium
sized traders as well as the Gambian enconomy as a whole. FAPE
will complete the process of fully opening the groundnut industry
to the private sector.

Full privatization of the industry, and elimination of the
highly inefficient GPMB will increase competitiorn among buyers and
traders for available production and should yield immediate
efficiency gains 1in transport, processing, and marketing of
groundnuts. Furthermore, privatization is a key step for
increasing the responsiveness of processors and producers to world
market prices for a variety of oilseeds suitable for production in
The Gambia. It is anticipated that within the life of the proposed
program, the combination of improved efficiency, increased
competition, and greater responsiveness to world market signals
will enable producers both to capture a greater share of the market
value of their production and to increase earnings either through
increased production of groundnuts--depending upon the relative
buoyancy of groundnut prices--or through production of alternative
oilseeds such as sesame. Privatization of the groundnut industry
is a vital, market-based policy reform for improving the efficiency
of resource allocation and utilization in The Gambia.
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4. Bustained and deepened macroeconomic policy
framework conducive to private investment and
growth of private enterprises.

A sound and stable macroeconomic framework is the
centerpiece of a sustainable development program. Consolidation
of policy reforms undertaken during the ERP is a necessary--though
not sufficient-- condition for increased private investment in the
Gambian economy and for accelerated growth of private enterprises.
Established macroeconomic policies of particular importance to the
success of the FAPE program include the liberal foreign exchange
regime, the floating exchange system, market determined interest
rates, prudent monetary and fiscal policy, careful management of
external debt, and the overall commitment of the GOTG to allow
market forces to determine prices across all sectors of the
economy.

In addition to sustaining reforms established under the ERP,
deepening of the reform program will be necessary to induce
increased private investment and expansion of private sector
activities. New policy reform initiatives will be focused on tax
and customs reform.

5. Increased competitiveness of The Gambia’s
investment climate.

Competition for private investment and for export markets is
fierce throughout the world. For The Gambia to succeed in
promoting export-led growth the GOTG must devote itself to
eliminating disincentives and impediments to private investment and
expansion of private enterprises. The key element of a competitive
business and investment climate in The Gambia is an efficient
legal, regulatory, and administrative framework for processing
investment proposals, authorizing enterprise start-ups, and
adjudicating financial transactions and contracts.

6. Increased aggregate earnings from and
employment in resource-based private
enterprises.

The most important indication of accomplishment of the program
purpose will be the extent to which resource based, export oriented
enterprises are able to contribute to GDP and to provide new jobs
and increased earning opportunities for ordinary Gambians. A
satisfactory enabling environment is only as good as it is
effective. While private investment decisions are, on one level,
guided by mathematical calculations of anticipated return and
income flow, they are on another level influenced by a host of less
quantifiable factors which constitute the extant enabling
environment. To induce higher levels of private risk taking in the
Gambian economy necessary for expansion of private sector
activities, the GOTG must convince investors that the economic
reform program is permanently installed and that the government is
committed to promoting private business.
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D. Program and Project Outputs

FAPE is an interrelated program of policy reforms and project
interventions aimed at producing the necessary and sufficient
conditions to induce increased private investment in the Gambian
economy and at promoting growth of enterprises employing Gambian
citizens. Achievement of the end of project conditions described
above in section (C) should enable the program to meet its goal of
increased private investment. In order to achieve the above listed
end of program conditions, FAPE program and project resources will
be used to produce the following outputs:

1. Partial payment of outstanding GOTG public debt.

The nine million dollar foreign exchange grant disbursed under
the FAPE program will be used by the GOTG to repay an equal amount
of outstanding public debt. Repayment will assist the GOTG to
maintain a satisfactory international credit standing which in turn
will enhance the overall business and investment climate.

2. GOTG adherence to criteria established for the
Public Investment Program.

Conditions precedent to disbursement of the non-project
assistance component of the program will stipulate that all PIP
investments conform to criteria established under the PIP in
collaboration with the World Bank.

A further stipulation of the PIP is a commitment by the GOTG
that the public sector will not invest in economic activities
which are of potential interest to the private sector. This
provision is of particular importance to the FAPE program and to
USAID/Banjul efforts to encourage the GOTG to reduce the role of
the public sector in the direct provision of goods and services.
The Program discourages investment of public funds in service
industries such as cold storage facilities, baggage and cargo
handling equipment, or commercial fishing facilities that can be
more effectively and efficiently financed and owned by the private
sector.

3. Blimination of all artificial barriers to
entry of the private sector in transport,
processing and marketing of oilseed products.

Full privatization of the GPMB including the subsidiary and
now defunct Gambia River Transport Company under the FAPE program
will complete the process of eliminating all artificial barriers to
entry of the private sector in the transport, processing, and
marketing of groundnuts and other oilseeds. A condition precedent
to disbursement of the first tranche of program funds under FAPE
will require that the GOTG complete actual transfer of majority
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beneficial ownership of the assets of GPMB to the private sector.
To ensure continued competition throughout the oilseed industry in
The Gambia and more specifically to prevent the creation of a new
private monopsony to replace GPMB, USAID/Banjul will assist the
GOTG to devise a plan of action to dispose of GPMB and GRTC assets
under conditions that will prevent creation of new artificial
barriers to entry. To this end, FAPE will address itself to
maintaining healthy competition in oilseed transport processing,
and marketing within the private sector.

USAID/Banjul will encourage participation of an American-based
foreign partner to increase productivity in the oilseeds sector
through an infusion of capital investment, transfer of appropriate
technology, and international marketing expertise. GPMB'’s
performance over the past several years has been well short of
optimal in maximizing profits from the groundnut industry, to the
detriment of both individual producers and the national economy.
Private ownership of the processing facilities will lead to a more
rational product mix between shelled groundnuts, crude oil, refined
oil, and other high value products such as hand picked select nuts.
While groundnuts are likely to remain the principal agricultural
cash crop produced in The Gambia, diversification into other
oilseeds including sesame could provide alternative and additional
sources of employment for the majority of ordinary Gambians while
generating additional foreign exchange.

4., Sustained capacity of the GOTG to formulate
and implement sound economic policies and
budgeting procedures.

FAPE project resources will be used to continue to strengthen
the capacity of the Ministry of Finance and Economic Affairs (MFEA)
to monitor change in the economy, analyze economic trends, and
advise policy makers on available options, and necessary adjustment
measures to sustain and deepen the process of economic reform and
structural adjustment. To achieve this objective, the FAPE
program will provide senior macroeconomic technical advisory
services to assist top MFEA officials, as well as specialized
expertise in tax reform and improvement of national budgeting
procedures. A Statistics and Special Studies Unit (or a successor
Macroeconomic Policy Analysis Unit) to collect data and complete
important analyses of the economy will remain essential to
successful macro economic management and will be supported
throughout the life of the Program.

5. Continued reduction of the role of the public
sector in production and marketing of goods and
services.

FAPE project and program resources will be used to encourage
the GOTG to sustain its privatization program. While the GOTG has
made some limited progress to date on divestiture, SOE’s still play
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a significant role in the economy. The table below provides a
list of remaining GOTG holdings in SOE’s. Under FAPE the GOTG will
develop and review with AID a multi-year plan for continued
divestment of its holdings in remaining parastatals or other SOE’s
and will successfully transfer majority ownership of at least one
additional parastatal other than GCDB or GPMB to the private
sector.

Parastatals and other state owned enterprises that could be
privatized include the Livestock Marketing Board, the Gambia
Utilities Company, The Gambia Telecommunications Company, Gambia
Airways, The Gambia Public Transport Company, the housing finance
function of the Social Security and Housing Finance Company, and
the Government Printing Press.

EXHIBIT 19
C EN S - 89
ENTERPRISES % OF GOVERNMENT NUMBER
HOLDINGS OF
EMPLOYEES
1. Gambia Utilities 100% 898
2. Gambia Public Transport Corporation 100% 665
3. Gambia Airways 60% 182
4. Gambia Ports Authority 100% 675
5. GAMTEL» 99% 250
6. Gambia Produce Marketing Board 100% 648
7. National Trading Corporation
(being sold) 51% 267
8. Livestock Marketing Board 100% 131
9. F P M C* (being privatized) 100% n.a
10. Seagull Coldstores* (being privatized) 49% 148
11. Atlantic Hotel* (leased to a UK
Hotels chain) 100% 362
12, Senegambia Beach Hotal#*

. (now under Management Contract) 97% n.a
13. Kouho Beach Hotel» 20% 383
14. Gankia Commercial & Development Bank

(scheduled for privatization) 52% 210
15. Social Security & Housing Finance

Curporation 100% 76
16. Gambia National Insurance Corporation

(scheduled for 1991 privatization 100% 100
17. Banjul Breweries Limited»

(sale being negotiated) 20% n.a

TOTAL 4258+

*Denotes limited liability company.
+Excludes employees of hotels which have been leased or given on
management contracts.
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6. Review and revision of the tax system in favor
of increased private investment and expansion of
private enterprises including financial
institutions.

Analyses undertaken in anticipation of the FAPE program have
indicated that a second round of comprehensive tax reform is needed
to improve the relative competitiveness of The Gambia’s business
and investment climate. Tax reform under the FAPE will concentrate
particularly on those aspects that tend to discourage longer term
investments and financial sector deepening. Pre-design analyses
have identified three priority targets: reduction of the companies
tax and review of the turnover tax; elimination of certain
financial transaction taxes; and continued rationalization of the
duty and customs schedules.

As discussed above in Part 2, Section IV(C) the companies tax
of 50 percent is high in comparison with that of other developed
and developing nations and provides only a nominal percentage of
government revenues. According to a recent USAID/Banjul-financed
Financial Sector Assessment, the companies rate constitutes an
"impediment to attracting investment capital from outside The
Gambia" and tends to "impede future expansion of foreign controlled
financial institutions and the growth of new financial
institutions." From the FAPE program perspective, the corporate
tax rate is a general disincentive to private investment and
economic growth that can be elisinated without a significant long
term impact on government revenue. A phased, incremental reduction
of the rate to between 30 percent and 35 percent combined with
assistance to improve overall tax administration and enforcement is
recommended.

The Financial Sector Assessment also identified the current
system of stamp and other taxes on financial transactions as a
general deterrent to increased equity investments and growth of
non-bank financial institutions. While compliance with the
regulatory system associated with a variety of financial
transactions can be a considerable nuisance to investors and
would-be financial managers, taxes on transactions generate little
in the way of government revenues and should be eliminated as part
of the overall effort to encourage financial sector deepening.
Among the types of taxes that will be reviewed under the FAPE
program are: the capital gains tax on sale of securities, stamp
taxes on legal and equitable mortgages, sales tax on insurance
premiums, stamp tax on transfers of financial instruments, and the
duty on industrial and commercial leases.

The third aspect of the tax system included under the FAPE tax
reform effort will be a review of GOTG policy on granting of duty
waivers and a continuous review of duties and customs rates
particularly as they relate to importation of capital goods and
intermediate inputs essential for growth of resource based
enterprises. While concessions on duties and customs are
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currently given to certain export-oriented enterprises under the
Development Act, the process of qualifying for concessions is time-
consuming and fraught with uncertainty.

7. Revision of GOTG private investment incentives
policy to eliminate hidden costs, bureaucratic
delays, redundant approval processes, and lack of
transparency.

The GOTG’s investment incentives policy is principally
encompassed in the Development Act of 1988. Under the Act, a
package of exceptional fiscal and non-fiscal benefits is offered
through a Development Certificate to attrart private investment
capital in targeted export oriented sectors. The incentives
package includes preferential access to land, partial or total
exemption from payment of companies tax for a period of up to five
years, partial or total exemption from payment of customs duties on
capital goods and intermediate inputs, and special deduction
provisions for training of 1local staff. To qualify for a
Development Certificate, an enterprise must either export over 50%
of its production or source 60% of its inputs from The Gambia.

As part of the pre-design work undertaken in anticipation of
the FAPE program, USAID/Banjul financed in July 1990 a consultant
study to assess the effectiveness of the Development Act and its
implementation. The basic findings of the study were that the
legisiation itself was ambiguous and ill-defined and that
implementation of the Act was being so poorly mariaged as to
constitute an actual disincentive to invest. Despite the existence
of a nominal "one-stop-shop" at the NIB to facilitate investment
processing, the study found that potential investors applying for
Developmen* Certificates were still being subjected to an

inordinate ‘' protracted and diffuse bureaucra‘ic process that
could--including license applications, business registrations, tax
clearance, land allocations=--t-* - - 0 two years to complete.

The conclusion of the study was that at the very lLzaat
something should be done . ickly to streamline the applicaticn
process by making it more .ransparent and by Jdelegating greatzr
accountability for impleme .cation to the NIB. Since the study was
completed, US\ID/Banjul h- - become increasingly skeptical about the
utility .of the whole evelopment Certificate process. An
alternative approach to ..olicy based investment promotion would be
to focus attention on ways of eliminating as many as possible of
the various uncertainties that affect all potential investors’
decisions to invest. From this point cf view an investment
approval process that is characterized by certainty from the start
is better than one offering possible incentives at a very uncertain
time in the future.

Replacing the Development Certificate process with across-the-
board adjustments in duties and tax rates would increase
certainties in investment analyses and calculations of 1likely

80


http:bureaucrat.ic

returns on investment. An individual or firm will go into the
process knowing that the investment will be '"approved" upon
completion of a number of straightforward, transparent, non-
discretionary (e.g. business registration, tax clearances, etc) and
that the applicable tax and duty rates will be known in advance for
the length of the investment. Such an approach will encourage
investors who are committed to the long haul. Under the scenario
envisioned by FAPE, investors will be able *o begin implementation
of a project, including applying for necessary financing ,etc., in
a matter of weeks rather than the year or more often consumed under
the current scenario. Under FAPE, a comparative analysis of the
alternative approaches to policy based investment promotion will be
undertaken in conjunction with tax reform analysis to create a
comprehensive and revenue-neutral package of adjustment to improve
the private investment climate.

8. Modernization, revision, and amplification of
the statutory regime affecting financial
transactions ard formation, operation, and closure
of private enterprises including financial
institutions.

Reform of the legal and regulatory framework within which
growth of the financial sector and expansion of private enterprise
is expected to occur is increasingly recognized as a fundamental
component of the long term process of structural adjustment and
economic recovery. As is the case throughout the developing world,
there is a need in The Gambia to establish a comprehensive
framework for adjudication of financial transactions and
facilitation of efficient enterprise start-ups, expansions, and
closures. To this end, USAID/Banjul financed in May 1990 a
separate in-depth analysis of the legal and requlatory framework as
it affects private investment, growth of private enterprises, and
financial deepening in The Gambia. The purpose of the study was to
identify specific legal and requlatory constraints to expansion of
the financial sector, to assess the adequacy of the existing
legal/regulatory framework to support modern financial processes,
and to make specific policy recommendations regarding new or
revised enactments necessary to consolidate and deepen the process
of economic reform in The Gambia.

The legal and regulatory acssessmen* identified six priority
policy issues that can be addressed in varying degrees through
reform of the 1legal and regulatory framework. The issues
identified were: lack of long term debt financing instruments,
capital markets development, competition in the banking sector,
creditors’ rights, the investment climate, and small business
incentives. For each of these issues the assessment identified
specific codes and legislation that should be redrafted, revised,
or enacted in order to anticipate and facilitate broader and deeper
economic growth.

USAID/Banjul has discussed the legal/regulatory assessment at
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length with the Ministry of Justice and has collaboratively
identified three priority activities for inclusion under FAPE:

- modernization of the statutory regime affecting Kkey
financial transactions and contracts to include redrafting of the
Companies Act, the Business Registration Act, and the Partnership
Act; preparation of a Commercial Code; and drafting of legislation
to govern hire/purchase, bankruptcy, mortgage, Bills of exchange,
and Bills of lading transactions; modernization of the business
registration systenm;

- modernization of the business registration system and
upgrading of staff within the Registrar General’s Department; and

-~ assistance to the Judiciary to improve the efficiency of
processing civil claims.

9. Strengthened capacity of Gambian entrepreneurs
to start up new businesses, expand or diversify
existing enterprises, or otherwise increase income
and employment opportunities in, or in support of,
resource-based industries.

FAPE is predicated on the fact that the basis of private
sector development -- and therefore the basis for expansion of
social and economic benefits to be derived from private sector
development =-- is growth and development of individual, private
firms. Growth of individual private firms in any economy is
devendent on two basic microeconomic conditions. First and
toremost is the requirement that profitable opportunities exist to
justify private risk taking and commitment of human, physical and
financial resources. Secondly, there must exist an adequate
capacity among entrepreneurs to identify profitable opportunities
and bring them to fruition as actual investments.

Analyses undertaken in anticipation of development of the FAPE
program include a private sector assessment, a financial sector
assessment, a private sector human resources needs assessment, and
an analysis of investment opportunities in The Gambia. All of
these studies have, on the one hand, identified profitable
opportunities for private enterprise expansion in commercial
agriculture, horticulture, ocean and river fishing, aquaculture,
and tourism. Studies have further identified a variety of
potentially profitable opportunities in the service sector
including river, air, and land transport, cargo handling, financial
services, marketing services, repair facilities, and training
facilities necessary to support growth.

Oon the other hand, pre-design analyses have also identified a
.broad range of firm level, industry level, and institutional level
impediments that are currently restricting the ability of Gambian
entrepreneurs to identify and bring to fruition profitable
enterprise opportunities. Major industry and firm level
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constraints to growth include limited access to information and
technology, poorly developed marketing networks for outputs and
inputs, critical shortages of qualified personnel ranging from top
level management to technicians down to semi-skilled labor, limited
access to affordable credit and equity financing, and poorly
developed entrepreneurial and business management skills.

Firm and industry level constraints in addition to constraints
at the level of the national economy and in the capital market have
effectively increased the costs and associated risks of doing
business in The Gambia. While a few pioneering individuals with
access to foreign capital and technology have successfully
surmounted these obstacles, the overall effect of the poor enabling
environment for private investment and enterprise in The CGumbia has
severely limited the ability of would-be Gambian small and medium-
size entrepreneurs to participate fully in economic growth in The
Gambia.

Neither AID nor any other donor acting alone has adequate
financial, managerial, or technical resources to undertake a broad
frontal assault on the full range of constraints impeding private
enterprise growth in The Gambia. However, experience has
demonstrated that it 1is possible to use 1limited resources
selectively to remove specific priority obstacles and provide the
critical impetus needed to enable viable enterprises to develop.

FAPE support project resources will be used to provide
industry and firm level assistance to eliminate specific, priority
impediments and to stimulate growth of private firms in resource-
based sectors of the economy. In accordance with guidance outlined
in the AID Policy Paper on Private Enterprise Development, the
primary purpose of FAPE-funded industry and firm level support will
be to improve management, facilitate transfer of technology, and
improve 1linkages to external markets and sources of financing
through technical assistance, advisory services, and training.

At the industry level, FAPE resources will be used to
undertake specific analyses and propose appropriate solutions to
problems that have sectoral or sub-sectoral implications. This
might include an analysis of coordination problems currently
hindering charter air cargo flights to The Gambia to alleviate
transport constraints in the horticulture subsector. It might also
include funding of a feasibility study for development of a
dedicated fishing pier and associated facilities tc alleviate
berthing and off-loading problems and enhance opportunities for
processing enterprises where substantial numbers of Gambians could
be employed. Industry level support might also be used to develop
an efficient <contract farming scheme to enable women
horticulturalists to participate more fully in the benefits of
export-led growth.

At the firm 1level, appropriate technical assistance and
training will be provided under FAPE to facilitate start-up of new
or diversification of existing firms, particularly in new ventures
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or activities where strong potential can be demonstrated for
significant impact on target beneficiary groups among the poorest
income strata of the population. FAPE support to export oriented
private enterprises may include funding to:

- undertake a pre-feasibility study or otherwise identify
profitable enterprise opportunities;

- develop a business plan or bankable project document to
obtain bank, eguity, or other financing;

- analyze potential input and output markets, and
ef{iciently assemble key factors of production including
skilled and unskilled labor, necessary inputs, and
technologyy;

- employ expatriate management or specialized technical
assistance to assist temporarily to establish the
viability of the venture, to improve productivity, or
improve marketing and financial operation of the firm;

- purchase new technology for introduction on an
experimental or pilct basis;

- attend training courses on quality control standards for
key export markets, financial management, or
technological innovation.

Under exceptional circumstances other assistance may be
provided to partially offset extraordinary start-up costs
associated with introducing new technologies, new services, or for
reaching a specific target group. In accordance with the Policy
Paper Guidance, extraordinary costs are defined as "costs which
would not be incurred by subsequent investors who enter the market
on the basis of the success of the initial enterprise."

Determination of the appropriateness of any concessional
assistance provided to private firms under FAPE will, in accordance
with the Policy Paper, be based "upon the unusual innovations or
development risk assumed," and upon the "externalities of the
project which go beyond the business itself." Examples of such
externalities include development of new, easily replicable
technologies, introduction and marketing of new services (including
financial and social services), and capacity of an enterprise to
provide significant employment or new income Ggenerating
opportunities for Gambians.
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10. S8trengthened capacity of NIB and other public,
private, or voluntary investment promotion and
business associations to promote investment
projects and serve Dbetter the advocacy and
information needs cf private enterprises.

In addition to direct firm and industry level assistance, FAPE
resources will also be used to strengthen the institutional
framework for investment promotion and business development.
Technical assistance, training, and some limited office equipment
and supplies will be provided to public and private investment
agencies and business advisory services such as the National
Investment Board and the Gambia Chamber of Commerce and Industry
and to non-governmental organizations such as the Gambia Women’s
Finance Company or the Gambia Horticulture Exporter’s association
as warranted over the length and evolution of the Program. The
overall aim of assistance under this component of FAPE is to
strengthen market linkages and information interchanges between The
Gambia and its external trade partners and to strengthen the
capacity of business organizations to meet the informational and
advocacy needs of their members.

Specifically, FAPE resources will be used to enhance the
capacity of the National Investment Board to fulfill its role as a
"one-stop-shop" investment facility. FAPE technical resources will
assist NIB to establish a more effective investor tracking system
to improve accountability, and reduce excessive bureaucratic delays
in the processing of investment proposals. FAPE will further
provide NIB the means to produce quality investment promotion
literature on a regular basis for dissemination among potential
joint venture partners or foreign direct investors. Similar
assistance to improve the flow of information within the private
sector may be provided to the Gambian Chamber of Commeice, the
Gambian Horticultural Export Association, the Gambia Hotels
Association or other business advisory groups as warranted to
assist them to develop and maintain databases on investment
opportunities and to develop and maintain appropriate market
information for distribution among their members.

Other activities envisioned under the FAPE investment
promotion component include:

- advisory services for partner searches to match investment
opportunities in The Gampia with appropriate U.S.
investors, sources of technology, and markets;

- assistance to U.S. firms considering investment in resource
based sectors in The Gambia to contact potential 1local
partners;

- support of appropriate local and international short-term
training or sponsored attendance at trade shows or
marketing conferences for public and private sector members
of The Gambian business community.
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E. Prcgram And Project Inputs

1. Non~-Project Assistance

Non project assistance will be provided under the FAPE program
in the form of a $9.0 million conditioned foreign exchange grant.
The grant will be disbursed in three equal tranches of $3.0 million
over the life of the program. Each tranche will be disbursed by
A.I.D. upon the GOTG'’s presentation of written evidence in form and
substance satisfactory to AID that conditions precedent specified
in Section F below have been met.

Non-project assistance will offset the financial, political,
and social costs of GOTG commitments to sustain policies and
implement policy reforms necessary to induce increased private
investment. Conditions precedent and covenants will address key
concerns in the areas of national economic policy; public
investment management; privatization of state owned enterprises;
tax and customs reform; and modernizaticn of the legal, regulatory,
and administrative framework affecting financial transactions and
formation, operation, expansion, and closure of |©private
enterprises.

2. Conditions Precedent and Covenants

GOTG adherence to the criteria established under the Public
Investment Program will be a condition precedent to disbursement of
each tranche. Additional conditions precedent for disbursement of
the first tranche will be actual privatization of GPMB and
completion of a comprehensive review of the tax system (to be
funded under the EFPA project extensio=) as it affects private
investment decisions and expansion or diversification of private
enterprises including financial institutions.

Additional conditions precedent to disbursement of the second
tranche will be implementation of a comprehensive tax reform
program in favor of increased private investment and expansion of
private enterprise; development of a multi-year plan for continued
divestiture of remaining parastatals or other state owned
enterprises; and develozment of an action plan to guide the process
of revision, modernizai.ion, and amplification of the outdated
statutory regime affiacting private investment and functioning of
private enterprises in The Gambia. Inclusion of a condition
precedent on privatization is needed to maintain momentun
established through completed privatization of GPMB and GCDB under
the FSRP and FAPE programs. Policy dialogue with the Ministry of
Justice and other GOTG officials has established the essential core
of the requisite legal/requlatory reforms. As discussed below in
the section describing proposed assistance to the MOJ, the
particular laws that either need serious redrafting or which are
altogether missing have already been identified. Neither the
condition precedent on privatization nor the CP on legal/regulatory
reform should be viewed as a rolling design process. The Mission
and the host government have clear privatization objectives and
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legal reform priorities all of which will be addressed in detail
through an orderly, collaborative application of FAPE resources.

Additional conditions precedent to disbursement of the third
tranche will be completion of the tax reform program including any
phased-in reduction of the companies or other tax; satisfactory
progress towards full implementation of the multi-year divestiture
plan including but not limited to actual privatization of at least
one additional SOE other than GPMB or GCDB; and satisfactory
progress in completing the program of legal and regulatory reform
including submission of the revised laws, ccdes, and regulations to
the Parliament for enactment. Conditionality under the third
tranche will require the Mission to continue to play an important
policy dialogue role with the GOTG while at the same time seeing
through tqQ full completion the range of FAPE policy reforms.

3. Technical Services to Ssupport GPMB Privatization

The FAPE support project will assist the GOTG to complete
the complicated process of privatizing the Gambia Produce Marketing
Board by providing short term technical assistance through a buy-in
to the Privatization and Development Project. Short term
consultancies will assist the GOTG to formulate an action plan,
value assets, prepare a prospectus, review offers, and complete
transfer of ownership of the GPMB to the private sector under
conditions conducive to sustained private sector competition in the
oilseeds industry.

4. Project Assistance to the Ministry of Finance
and Economic Affairs

a. Overall Economic Management and Analysis

Advisory services to strengthen economic management and
analysis will be provided to the MFEA through a direct AID
contract. This component of FAPE will seek to build upon the
success of the Economic and Financial Policy Analysis (EFPA)
project implemented by the Harvard Institute for International
Development (HIiD). EFPA project evaluations have characterized
the project as unusually successful and have strongly recommended
that a follow-on project be undertaken to consolidate gains and
institutionalize a macro-economic analytic capacity within the
ministry. The FAPE support project will fund a follow-on to the
EFPA when the project terminates in August 1992.

Under the FAPE Support project, two long term technical
specialists will each furnish 36 person-months of advisory services
to the Ministry. The positions funded will be a Chief of
Party/Senior Economist and a Junior Economist/Statistician. The
two resident advisors will assist senior MFEA staff and staff of
the Ministry’s Policy Analysis Unit (MPAU) to undertake
macroeconomic analyses, monitor change in the economy, and
formulate and implement sound policies and budgeting procedures
necessary to sustain the process of adjustment. Additional funds
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will be provided for up to 11 months of specialized short-term
technical assistance to undertake in-depth analyses of priority
reform and adjustment issues.

While the EFPA has made substantial progress in strengthening
the capacity of the MFEA to formulate and implement sound
macroeconomic policy, continued provision of specialized training
is required. Two Masters level and two BA level degree programs in
economics will be funded under the FAPE program. Additional funds
will be provided for up to eight short-term participant training
courses to upgrade specialized skills within the MFEA.

b. Tax Reform and Tax Administration
i) Policy Reform and Investment Incentives

Under the EFPA extension, Mission funds will be provided to
procure up to seven (7) person months of tax reform advisory
services for the MFEA. EFPA-funded tax reform specialists will
assist the MFEA to undertake a comprehensive study of the existing
tax and duty system as it affects private investment decisions in
The Gambia. In addition to seeking ways of adjusting the tax
structure to encourage private investment and growth of resource
based enterprises, the study will examine the current investment
incentives program as encompassed under the Development Act and
recommend appropriate specific changes to reduce hidden costs,
eliminate redundant approval processes, and increase transparency.
Although the tax reform and incentives study is not being directly
funded under FAPE, its findings and recommendations are essential
components of the proposed program. Upon completion of “he EFPA
extension in Augqust 1992, a FAPE~-funded follow-on proje;t at the
MFEA will be initiated. FAPE-funded long amd short-term technical
advisors under the successor project will (in addition to providing
more generalized economic advisory services) assist MFEA officials
to finalize the tax reform study and develop a plan for full
implementation. Completion of a comprehensive tax and investment
incentives study and review of its findings and recommendations
with AID are conditions precedent to disbursement of the first
tranche of the FAPE NPA grant. Full implementation of the agreed
program of tax reform is prescribed under the second and third
tranches of the FAPE NPA grant.

ii) Customs and Tax Administration

Under a separate Participating Agency Services Agreement
(PASA) between A.I.D. and the U.S. Department of Treasury, Internal
Revenue Service Office of Tax Administration Advisory Services
(IRA/TAAS), approximately 7 person months of technical assistance
for in country training will be provided to the MFEA Central
Revenue Department and the Customs Department. The purpose of
this training will be to develop a management information system
which will enable the Customs Department to share information with
the tax department and the Registrar General’s office on firm
activity and taxes paid to ensure compliance with the tax codes.
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In addition, a program will be undertaken to establish an
institutional training capability. IRS technicians will train
Gambian tax and customs staff to train others within the system to
improve tax administration.

5. Technical Bervices for Multi-year Divestiture Program.

The FAPE Support Project will provide funds to undertake up to
three studies to assist the GOTG to identify appropriate
privatization targets, assess the feasibility of new privatization
efforts, develop a multi-year divestiture plan, and begin
implementation of the plan. Technical assistance will be provided
through a buy-in to the APRE/EM Privatizacion and Development
Project.

6. Project Assistance to the Miniastry of Justice.

Assistance will be provided to the MOJ to strengthen the
legal, regulatory, and administrative framework for adjudicating
financial transactions and contracts affecting the gamut of
business operations, including financial institutions. The
following assistance will be provided to the three divisions of the
Ministry of Justice.

a. Attorney General’s Chambers

i. Technical Assistance: FAPE Support Project Funds
will be used to proccure 12 months of technical legal advisory
services to assist with preparation of a Commercial Ccde, revision
of the Companies and Business Registration Acts, and drafting of a
new partnership law. The technical specialist must have
demonstrated knowledge of and experience in working with
Commonwealth Legal Systems.

FAPE will also provide funds to procure six (6) person months
of short term legal advisory services to assist staff in the
Attorney General’s Office to prepare new legislation to fill
statutory gaps for effective adjudication of hire/purchase,
bankruptcy, mortgage, bills of exchange, and bills of lading,
transactions and contracts. Short-term technical assistance will
also be provided to assist MOJ staff to prepare replacement pages
reflecting new or revised legislation for inclusion in updated
version of the Revised Edition of the Laws of The Gambia.

ii. Training - FAPE project funds will be provided
to fund attendance by staff of the Attorney General’s Office at up
to three short term external training programs or international
business conferences. The aim of this training w~ill be to
strengthen knowledge of MOJ staff on the role of modern commercial
law, including bankruptcy, mortgages, agency and partnership laws,
in improving the enabling environment for increased pr.vate
investment from domestic and foreign sources. Short-term trainirng
will also be provided for one legal draftsperson from the Attorney
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General’s Chambers to assume responsibility for keeping the Revised
Edition of the Laws of The Gambia current.

iii. Commodities - Appropriate office equipment
including computer, printer, software, and duplicating machine will
be furnished to the Attorney General'’s Office as needed to support
the objectives of the technical assistance project.

b. Registrar General’s Department

i. Up to twelve (12) person months of technical
advisory services will be provided to the Registrar General’s
Department to assist Registry staff to update and improve the
system of registering companies and interests in real and personal
property. The advisor will have a demonstrated knowledge of and
experience in establishing or working with Commonwealth Business
Registration systems. He/she will be responsible for developing
an appropriate Management Information System to computerize the
current system of registration and for training Registry staff in
use of the new systen.

ii. Training - Funds will be provided to undertake
up to two in-country training programs for strengthening the
Registrar General’s Department. The purpose of these training
programs will be to develop and introduce a public education
program to be run by the Registrar General’s Office to familiarize
members of the local business community with relevant laws, codes,
and regulations affecting business organization and operations in
The Gambia.

iii. Commodities - Funds will be provided for the
Registry Office to procure appropriate computer, printer, software,
and photocopy equipment necessary to improve functioning of the
business registration system and to improve linkages with other
appropriate branches of the government including the Tax and
Customs departments.

c. Judiciary Department

i. Commodities: The Program will provide court
reporting and ancillary equipment such as computer, photo copying
machine and other duplicating equipment to the Judiciary Department
to relieve excessive delays in the processing of civil claims and
preparation of other court records. This equipment will also
improve access to research materials and thus understanding of new
developments in corporate-financial-commercial law.

ii. Training: FAPE will also provide funds for

appropriate in-country and participant training of Judiciary staff
in the use of new equipment provided.
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7. Project Assistance to selected private
enterprises, entrepreneurs, non-government
organizations, and financial institutions.

a. Technical Assistance

i. Long Term Private Sector Advisor/Project Manager:
A long term resident private sector development specialist will
provide forty-eight months of advisory services to assist the
Mission and the National Investment Board to program, coordinate,
and manage industry level, firm level, and institutional level
assistance included under the support project. USAID/Banjul
intends to contract for these services through an OYB transfer to
the Private Enterprise Development Support (PEDS) Project currently
being revised and extended in APRE/EM. The long term technical
advisor will have extensive experience in working with a range of
public and private investment promotion agencies and business
advisory associations. Additionally the LTTA will have extensive
private sector experience in Africa or other region of the
developing world with an emphasis on agro-based, export-oriented
enterprises.

ii. Short-term Industry Level TA: FAPE will
provide funds to undertake over the life of the program up to four
industry level analyses to develop solutions to priority
constraints and problems that have sector or sub-sector wide
implications. Technical assistance to undertake these analyses
will be managed by the Mission program manager in consultation with
long term private sector advisor. Services will be procured
through the PEDS project.

iii, Firm Level Technical Assistance: FAPE will
provide funding to procure short-term firm level technical
assistance for up to ten firms over the life of the support
project. The aim of firm level TA will be to induce accelerated
growth of resource based enterprises. Firm 1level TA may be
provided to: improve financial management, increase profitability,
expand employment to reach specific AID target groups, introduce
new. products and new technologies, increase productivity,
strengthen linkages to information networks, improve marketing,
improve linkages to external financing, improve access to potential
export markets, or to facilitate and promote joint ventures or
direct foreign investment. Firm level TA will be programmed
jointly by a project implementation committee comprising GOTG
representation (NIB), the Mission Program manager, and the loig
term Private Sector Advisor.

iv. Short-term TA for Investment Promotion and
Support to Business Advisory Associations: FAPE will provide up to
six months of short-term technical assistance to the NIB, and GCCI,
. or other business and investment promotion organizations to improve
the flow of information within the private sector. This will
include assistance for production and distribution of promotional
literature, develop and maintenance of databases on investment
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opportunities and market information for distribution among their
members. Investment promotion TA will be procured through a buy-in
to an appropriate IQC-- most likely the same PEDS project through
which the long term private sector advisor will be procured.

b. Enterprise Development and Expansion Assistance

FAPE will provide direct enterprise development and expansion
assistance to enable up to eight new or diversifying enterprises to
enter into new ventures that directly promote expansion of resource
based activities and/or significant employment for AID beneficiary
groups among the lower income strata of the population. Under this
component, contracts may be used to finance pre-feasibility or
marketing analyses or to procure new technologies for introduction
on an experimental or pilot project basis. Under exceptional
circumstances limited financing may be provided to partially offset
extraordinary start-up costs associated with introducing new
technologies, new services, or for reaching a specific AID target
group.

The appropriateness of providing funds for such purposes and
the specific mechanisms to be utilized will be determined by the
Mission with the advice and concurence of the Regional Legal
Advisor and the Regional Contracting Officer. 1In accordance with
the offical Policy Paper on Private Enterprise Development, highest
priority for all enterprise development and expansion assistance
will be given to aiding the establishment of firms or other
entities which will 1lead directly towards the development of
competitive markets in The Gambia or which constitute demonstration
projects that can reddily attract private replication. In
determining eligibility for such assistance the FAPE support
project committee will be required to demonstrate that activities
carried out to develop competitive markets and private
enterpreneurship will directly benefit A.I.D.’s target group as
defined in the FAA.

c. Training

i. Firm level Training: FAPE will provide funds to
support up to ten in-country firm level training programs. Funds
will also be provided to support up to 25 short-term participant
training courses over the life of the program. The aim of firm
level training will to increase productivity, enhance technology
transfers, and improve linkages with external markets and sources
of financing. Special emphasis will be given to support training
programs that emphasize increased employment, particularly of lower
income Gambians and not capital intensification. Examples of
training programs that could be supported by FAPE are: on the job
training of Gambian women to increase fish processing productivity
.and to meet quality control standards for export markets; on the
job training of Gambians commercial fishermen to undertake work on
cominercial vessels using American or other equipment with which
they are not familiar; on the job training of women horticultur-
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alists to increase productivity and improve quality control
standards; private extension programs to introduce and promote
production of new crops or to increase productivity and improve

post harvest handling of o0il seeds. Firm level participant
training will emphasize improved financial and general business
management  skills, enhanced export marketing strategies,

incorporation of new technologies, and linkages with potential
joint venture partners or other off-shore sources of equity or loan
financing. FAPE funds will also be provided to continue community
based business management and entrepreneur development courses and
seminars at the Management Development Institute or other 1local
training facilities currently funded under HRDA. Up to .en such
programs will be undertaken over the life of the program.

ii. Investment Promotion Training: Up to ten (10)
participant training programs on investment related issues will be
funded under the program. Appropriate courses for funding would
include privstization of state owned enterprises, negotiation of
joint ventures, techniques of effective investment promotion,
project identification and analysis, and regional and world trade,
and strategic marketing approaches.

d. Commodities: FAPE will provide appropriate office
equipment and supplies including computers, printers, software,
communication equipment, and office supplies to support the work of
the long term advisor, the program manager, and as appropriate to
improve performance of the NIB, the GCCI, or others providing
business advisory services. Appropriate equipment will be supplied
to NIB to enable it to produce in-house quality promotional
literature.

e. Other Investment Promotion: FAPE funds will support
up to eight visits to The Gambia by potential U.S. investors or
joint venture partners who are seriously considering investment in
resource based sectors in The Gambia to facilitate linkages with
local partners.

8. Program Manager:

FAPE support project funds will be used to partially fund four
year’s of Program Management services from a Personal Services
Contractor to be employed in the Mission. The program manager will
be responsible for the day-to-day administration of FAPE and for
monitoring progress and assessing impact. The FAPE program manager
will work under the overall supervision of the Mission’s Program
Economist. In addition to working with FAPE, the PSC program
manager will have responsibility for assisting with management of
the Mission’s Financial Sector Restructuring Propram and the AEPRP
support project (both projects will provide partial funding for the
PSC) .
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could be employed. Industry level support might also be used to
develop an efficient contract farming scheme to enable women
horticulturalists to participate more fully in the benefits of
export-led growth.

At the firm level, appropriate technical assistance and
training will be provided under FAPE to facilitate start-up of
new and expansion or diversification of existing firms,
particularly into new ventures or activities where strong
potential can be demonstrated for significant impact on target
beneficiary groups among the poorest income strata of the
pcpulation. FAPE support to export oriented private enterprises
may include funding to:

- undertake a pre-feasibility study or otherwise
identify profitable enterprise opportunities;

- develop a business plan or bankable project
document to obtain bank, equity, or other
financing;

- analyze potential input and output markets, and

efficiently assemble key factors of production
including skilled and unskilled labor, necessary
inputs, and technology;

- employ expatriate management or specialized
technical assistance to assist temporarily to
establish the viability of the venture, to improve
productivity, or improve marketing and financial
operation of the firm;

- to procure services to facilitate the transfer of
new technology for introduction on an experimental
or pilot basis;

- attend training courses on quality control
standards for key export markets, financial
management, or technological innovation.

Determination of the appropriateness of any assistance
provided to private firms under FAPE will, in accordance with the
Policy Paper on Private Enterprise Development, be based "upon
the unusual innovations or devel.pment risk assumed," and upon
the "externalities of the project which go beyond the business
itself." Examples of such externalities include development of
new, easily replicable technologies, introduction and marketing
of new services (including financial and social services), and
capacity of an enterprise to provide significant employment or
new income generating opportunities for Gambians. More specific
eligibility criteria and implementation arrangements are
discussed below in section 4, Part IV(D)3 pp 121-123.
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10. Strengthened capacity of NIB and other
public, private, or voluntary investment
promotion and business associations to promote
investment projects and serve better the
advocacy and information needs of private
enterprises.

In addition to direct firm and industry level assistance,
FAPE resources will also be used tn strengthen the institutional
framework for investment promotion and business development.
Technical assistance, training, and some limited office equipment
and supplies will be provided to public and private investment
agencies and business advisory services such as the National
Investment Board and the Gambia Chamber of Commerce and Industry
and to non-governmental organizations such as the Gambia Women’s
Finance Company or the Gambia Horticulture Exporter’s association
as warranted over the length and evolution of the Program. The
overall aim of assistance under this component of FAPE is to
strengthen market linkages and information interchanges between
The Gambia and its external trade partners and to strengthen the
capacity of business organizations to meet the informational and
advocacy needs of their members.

Specifically, FAPE resources will be used to enhance the
capacity of the National Investment Board to fulfill its role as
a "one-stop-shop" investment facility. FAPE technical resources
will assist NIB to establish a more effective investor tracking
system to improve accountability, and reduce excessive
bureaucratic delays in the processing of investment proposals.
FAPE will further provide NIB the means to produce quality
investment promotion literature on a regular basis for
dissemination among potential joint venture partners or foreign
direct investors. Similar assistance to improve the flow of
information within the private sector may be provided to the
Gambian Chaeber of Commerce, the Gambian Horticultural Export
Association, the Gambia Hotels Association or other business
advisory groups as warranted to assist them to develop and
maintain databases on investment opportunities and to develop and
maintain appropriate market information for distribution among
their members.

Other activities envisioned under the FAPE investment
promotion component. include:

- advisory services for partner searches to match
investment. opportunities in The Gambia with appropriate
U.S. investors, sources of technology, and markets;

- assistance to U.S. firms considering investment in
resource based sectors in The Gambia to contact
potential local partners;

- support of appropriate local and international short-
term training or sponsored attendance at trade shows or
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marketing conferences for public and private sector
members of The Gambian business community.

E. Program And Project Inputs

1. Non-Project Assistance

Non project assistance will be provided under the FAPE
program in the form of a $9.0 million conditioned foreign
exchange grant. The grant will be disbursed in three equal
tranches of $3.0 million over the life of the program. Each
tranche will be disbursed by A.I.D. upon the GOTG’s presentation
of written evidence in form and substance satisfactory to AID
that conditions precedent sprcified in Section F below have been
met,

Non-project assistance will offset the financial, political,
and social costs of GOTG commitments to sustain policies and
implerent policy reforms necessary to induce increased private
investment. Conditions precedent and covenants will addrezss key
concerns in the areas of national economic policy; public invest-
ment management; privatization of state owned enterprises; tax
and customs reform; and modernization of the legal, regulatory,
and administrative framewcrk affecting financial transactions and
formation, operation, expansion, and closure of private
enterprises.

2. Conditions Precedent and Covenants

GOTG adherence to the criteria established under the Public
Investment Program will be a condition precedent to disbursement
of each tranche. Additional conditions precedent for
disbursement of the first tranche will be actual privatization of
GPMB and completion of a comprehensive review of the tax system
(to be funded under the EFPA project extension) as it affects
private investment decisions and expansion or diversification of
private enterprises including financial institutions.

Additional conditions precedent to disbursement of the
second tranche will be implementation of a comprehensive tax
reform program in favor of increased private investment and
expansion of private enterprise; development of a multi-year plan
for continued divestiture of remaining parastatals or other state
owned enterprises; and development of an action plan to guide the
process of revision, modernization, and amplification of the
outdated statutory regime affecting private investment and
functioning of private enterprises in The Gambia. Inclusion of a
condition precedent on privatization is needed to maintain
momentum established through completed privatization of GPMB and
GCDB under the FSRP and FAPE programs. Policy dialogue with the
Ministry of Justice and other GOTG officials has established the
essential core of the requisite legal/regulatory reforms. As
discussed below in the section describing proposed assistance to
the MOJ, the particular laws that either need serious redrafting
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or which are altogether missing have already been identified.
Neither the condition precedent on privatization nor the CP on
legal/regulatory reform should be viewed as a rolling design
process. The Mission and the host government have clear
privatization objectives and legal reform priorities all of which
will be addressed in detail through an orderly, collaborative
application of FAPE resources.

Additional conditions precedent to disbursement of the third
tranche will be completion of the tax reform program including
any phased-in reduction of the companies or other tax;
satisfactory progress towards full implementation of the multi-
year divestiture plan including but not limited to actual
privatization of at least one additional SOE other than GPMB or
GCDB; and satisfactory progress in completing the program of
legal and regulatory reform including submission of the revised
laws, codes, and regulations to the Parliament for enactment.
Conditionality under the third tranche will require the Mission
to continue to play an important policy dialogue role with the
GOTG while at the same time seeing through to full completion the
range of FAPE policy reforms.

3. Technical Services to Support GPMB Privatization

The FAPE support project will assist the GOTG to complete
the complicated process of privatizing the Gambia Produce
Marketing Board by providing short term technical assistance
through a buy-in to the Privatization and Development Project.
Short term consultancies will assist the GOTG to formulate an
action plan, value assets, prepare a prospectus, review offers,
and complete transfer of ownership of the GPMB to the private
sector under conditions conducive to sustained private sector
competition in the oilseeds industry.

4. Project Assistance to the Ministry of Finance
and Economic Affairs

a. Overall Economic Management and Analysis

Advisory services to strengthen economic management and
analysis will be provided to the MFEA through a direct AID
contract. This component of FAPE will seek to build upon the
success of the Economic and Financial Policy Analysis (EFPA)
project implemented by the Harvard Inst_tute for International
Development (IIID). EFPA project evaluations have characterized
the project as unusually successful and have strongly recommended
that a follow-on project be undertaken to consolidate «zins and
institutionalize a macro-economic analytic capacity within the
ministry. The FAPE support project will fund a follow-on to the
EFPA when the project terminates in August 1992.

Under the FAPE Support project, two long term technical
specialists will each furnish 36 person-months of advisory
services to the Ministry. The positions funded will be a Chief
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of Party/Senior Economist and a Junior Economist/Sta-~istician.
The two resident advisors will assist senior MFEA staff and staff
of the Ministry’s Policy Analysis Unit (MPAU) to undertake
macroeconomic analyses, monitor change in the economy, and
formulate and implement sound policies and budgeting procedures
necessary to sustain the process of adjustment. Additional funds
will be provided for up to 11 months of specialized short-term
technical assistance to undertake in-depth analyses of priority
reform and adjustment issues.

While the EFPA has made substantial progress in
strengthening the capacity of the MFEA to formulate and implement
scund macroeconomic policy, continued provision of specialized
training is required. Two Masters level and two BA level degree
programs in economics will be funded under the FAPE program.
Additional funds will be provided for up to eight short-term
participant training courses to upgrade specialized skills within
the MFEA.

b. Tax Reform and Tax Administration
i) Policy Reform and Investment Incentives

Under the EFPA extension, Mission funds will be provided to
procure up to seven (7) person months of tax reform advisory
services for the MFEA. EFPA-funded tax reform specialists will
assist the MFEA to undertake a comprehensive study of the
existing tax and duty system as it affects private investment
decisions in The Gambia. In addition to seeking ways of
adjusting the tax structure to encourage private investment and
growth of resource based enterprises, the study will examine the
current investment incentives program as encompassed under the
Development Act and recommend appropriate specific changes to
reduce hidden costs, eliminate redundant approval processes, and
increase transparency. Although the tax reform and incentives
study is not being directly funded under FAPE, its findings and
recommendations are essential components of the proposed program.
Upon completion of the EFPA extension in August 1992, a FAPE-
funded follow-on project at the MFEA will be initiated. FAPE-
funded long amd short-term technizal advisors under the successor
project will (in addition to pruviding more generalized economic
advisory services) assist MFEA officials to finalize the tax
reform study and develop a plan for full implementation.
Completion of a comprehensive tax and investment incentives study
and review of its findings and recommendations with AID are
conditions precedent to disbursement of the first tranche of the
FAPE NPA grant. Full implementation of the agreed program of
tax reform is prescribed under the second and third tranches of
the FAPE NPA grant.

ii) Customs and Tax Administration

Under a separate Participating Agency Services Agreement
(PASA) between A.I.D. and the U.S. Department of Treasury,
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Internal Revenue Service Office of Tax Administration Advisory
Services (IRA/TAAS), approximately 7 person months of technical
assistance for in country training will be provided to the MFEA
Central Revenue Department and the Customs Department. The
purpose of this training will be to develop a management
information system which will enable the Customs Department to
share information with the tax department and the Registrar
General’s office on firm activity and taxes paid to ensure
compliance with the tax codes. In addition, a program will be
undertaken to establish an institutional training capability.
IRS technicians will train Gambian tax and customs staff to train
others within the system to improve tax administration.

5. Technical Bervices for Multi-year Divestiture Program.

The FAPE Support Project will provide funds to undertake up
to three studies to assist the GOTG to identify appropriate
privatization targets, assess the feasibility of new
privatization efforts, develop a multi-year divestiture plan, and
begin implementation of the plan. Technical assistance will be
provided through a buy-in to the APRE/EM Privatization and
Development Project.

6. Project Assistance to the Ministry of Justice.

Assistance will be provided to the MOJ to strengthen the
legal, regulatory, and administrative framework for adjudicating
financial transactions and contracts affecting the gamut of
business operations, including financial institutions. The
following assistance will be provided to the three divisions of
the Ministry of Justice.

a. Attorney General’s Chambers

i. Technical Assistance: FAPE Support Project
Funds will be used to procure 12 months of technical legal
advisory services to assist with preparation of a Commercial
Code, revision of the Companies and Business Registration Acts,
and drafting of a new partnership law. The technical specialist
must have demonstrated knowledge of and experience in working
with Commonwealth Legal Systems.

FAPE will also provide funds to procure six (6) person
months of short term legal advisory services to assist stafif in
the Attorney General’s Office to prepare new legislation to fill
statutory gaps for effective adjudication of hire/purchase,
bankruptcy, mortgage, bills of exchange, and bills of lading,
transactions and contracts. Short-term technical assistance will
also be provided to assist MOJ staff to prepare replacement pages
reflecting new or revised legislation for inclusion in updated
version of the Revised Edition of the Laws of The Gambia.
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ii. Training - FAPE project funds will be provided
to fund attendance by staff of the Attorney General’s Office at
up to three short term external training programs or
international business conferences. The aim of this training
will be to strengthen knowledge of MOJ staff on the role of
modern commercial law, including bankruptcy, mortgages, agency
and partnership laws,
in improving the enabling environment for increased private
investment from domestic and foreign sources. Short-term
training will also be provided for one legal draftsperson from
the Attorney General’s Chambers to assume responsibility for
keeping the Revised Edition of the Laws of The Gambia current.

iii. Commodities - Appropriate office equipment
including computer, printer, software, and duplicating machine
will be furnished to the Attorney General’s Office as needed to
support the objectives of the technical assistance project.

b. Registrar General’s Department

i. Up to twelve (12) person months of technical
advisory services will be provided to the Registrar General’s
Department to assist Registry staff to update and improve the
system of registering companies and interests in real and
personal property. The advisor will have a demonstrated
knowledge of and experience in establishing or working with
Commonwealth Business Registration systems. He/she will be
responsible for developing an appropriate Management Information
System to computerize the current system of registration and for
training Registry staff in use of the new systemn.

ii. Trainirg - Funds will be provided to undertake
up to two in-country training programs for strengthening the
Registrar General’s Department. The purpose of these training
programs will be to develop and introduce a public education
program to be run by the Registrar General’s Office to
familiarize members of the local business community with relevant
laws, codes, and regulations affecting business organization and
operations in The Gambia.

iii. Commodities - Funds will be provided for
the Registry Office to procure appropriate computer, printer,
software, and photocopy equipment necessary to improve
functioning of the business registration system and to improve
linkages with other appropriate branches of the government
including the Tax and Customs departments.

c. Judiciary Department

i. Commodities: The Program will provide court
reporting and ancillary equipment such as computer, photo copying
machine and other duplicating equipment to the Judiciary
Department to relieve excessive delays in the processing of civil
claims and preparation of other court records. This equipment
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will also improve access to research materials and thus
understanding of new developments in corporate-financial-
commercial law.

ii. Training: FAPE will also provide funds for

appropriate in-country and participant training of Judiciary
staff in the use of new equipment provided.
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7. Project Assistance to entrepreneurs, private
enterprises, non-government organizations, and
business development associations.

a. Technical Assistance

i. Long Term Private Sector Advisor/Project
Manager: A long-term resident private sector development
specialist will provide forty-eight months of advisory services
to assist the Mission and the National Investment Board to
program, coordinate, and manage industry level, firm level, and
institutional level assistance included under the support
project. USAID/Banjul intends to contract for these services as
appropriate either through an OYB transfer to the Private
Enterprise Development Support (PEDS) Project currently being
revised and extended in APRE/EM or through full and open
competition with an appropriate firm. The long-term technical
advisor will have extensive experience in working with a range of
public and private investment promotion agencies and business
advisory associations. Additionally the LTTA will have extensive
private sector experience in Africa or other region of the
developing world with an emphasis on agro-based, export-oriented
enterprises.

ii. Short-term Industry Level TA: FAPE will
provide support project funds to undertake over the life of the
program up to four industry level analyses to develop solutions
to priority constraints and problems that have sector or sub-
sector wide implications. Technical assistance to undertake
these analyses will be managed by the Mission program manager in
consultation with the long term private sector advisor. As
appropriate, services will be procured through the PEDS or other
centrally managed project, or through a direct contract with the
provider of services.

iii. Firm Level Technical Assistance: FAPE will
provide support project funding to procure short-term firm level
technical assistance for up to ten firms over the life of the
support project. The aim of firm level TA will be to induce
accelerated expansion of employment in and output of resource-
based enterprises. Firm level TA may be provided to: expand
employment to reach specific AID target groups, increase
profitability, improve financial management, introduce new
products and new technologies, increase productivity, strengthen
linkages to information networks, improve marketing, improve
linkages to external financing, improve access to potential
export markets, or to facilitate and promote joint ventures or
direct foreign investment. Firm level TA and other support to
the private sector will be programmed jointly by a project
implementation committee comprising GOTG representation (NIB),
the Mission Program manager, and the long term Private Sector
Advisor. Details of implementation arrangements including
eligibility requirements are discussed in the program
implementation plan on pages 121-123.
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iv. Short-term TA for Investment Promotion and
Support to Business Advisory Associations: FAPE will provide up
to six months of short-term technical assistance to the NIB, and
GCCI, or other business and investment promotion organizations to
improve the flow of information within the private sector. This
will include assistance for production and distribution of
promotional literature, develop and maintenance of databases on
investment opportunities and market information for distribution
among their members. Investment promotion TA will be procured
through a buy-~in to an appropriate IQC-- most likely the same
PEDS project through which the long term private sector advisor
will be preccured.

b. Enterprise Development and Expansion Assistance

FAPE support project funds will also be used to provide
direct enterprise development and expansion assistance over the
life of the program to enable up to eight new or diversifying
enterprises to enter into new ventures that directly promote
expansion of resource-based activities and/or extend significant
employment or income earning oppcrtunities to specific AID
beneficiary groups among the lower income strata of the
population. Under this component, funds may for example be
provided to finance pre-feasibility, feasibility, marketing or
other analyses; to procure services to promote and encourage
incorporation of new technologies through their introduction on
an experimental or pilot project basis; or to procure services to
facilitate the introduction of new services with direct
employment or income enhancement potentialities among specific
AID target groups.

The appropriateness of providing assistance for enterprise
creation and/or expansion and the specific financial mechanisms
to be utilized (i.e. grant or contract) will be determined on a
case-by-case basis by the Mission project implementation
committee with the advice and concurrence of the Regional Legal
Advisor and the Regional Contracting Officer. 1In accordance with
the A.I.D. Policy Paper on Private Enterprise Development,
highest priority for all enterprise development and expansion
assistance will be given to support the establishment, expansion,
or diversification of firms or other entities which will directly
enhance the functioning of competitive markets in The Gambia and
which can demonstrate significant potential for employment
generation and increased income opportunities among A.I.D. target
groups. In determining eligibility for such assistance the FAPE
support project committee will be required to evaluate the degree
to which proposed activities will benefit A.I.D.’s primary target
groups as defined in the FAA and DFA legislation. Further
details on criteria and implementation arrangements are contained
in the program implementation plan (pp. 121-123).
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c. Training

i. Firm level Training: FAPE will provide funds
to support up to ten in-country firm level training programs.
Funds will also be provided to support up to 25 short-term
participant training courses over the life of the program. The
aim of firm level training will to increase productivity, enhance
technology transfers, and improve linkages with external markets
and sources of financing. Special emphasis will be given to
support training programs that emphasize increased employment--
particularly of lower income Gambians- over capital
intensification. Examples of training programs that could be
supported by FAPE are: on the job training of Gamkian women to
increase fish processing productivity and to meet quality control
standards for export markets; on the job training of Gambians
commercial fishermen to undertake work on commercial vessels
using American or other equipment with which they are not
familiar; on the job training of women horticultur-alists to
increase productivity and improve quality control standards;
private extension programs to introduce and promote production of
new crops or to increase productivity and improve post harvest
handling of 0il seeds. Firm level participant training will
emphasize improved financial management and general business
administration skills, enhanced export marketing strategies,
incorporation of new technologies, and linkages with potential
joint venture partners or other off-shore sources of equity or
loan financing. FAPE funds will also be vrovided to continue
community based business management and entrepreneur development
courses and seminars at the Management Development Institute or
other local training facilities currently funded under HRDA. Up
to ten such programs will be undertaken over the life of the
program.

ii. Investment Promotion Training: Up to ten
(10) participant training programs on investment related issues
will be funded under the program. Appropriate courses for
funding would include privatization of state owned enterprises,
negotiation of joint ventures, techniques of effective investment
promotion, project identification and analysis, and regional and
world trade, and strategic marketing approaches.

d. Commodities: FAPE will provide appropriate office
equipment and supplies including coeputers, printers, software,
communication equipment, and office supplies to support the work
of the long term advisor, the program manager, and as appropriate
to improve performance of the NIB, the GCCI, or others providing
business advisory services. Appropriate equipment will be
supplied to NIB to enable it to produce in-house quality
promotional literature.

e. Other Investment Promotion: FAPE funds will
support up to eight visits to The Gambia by potential U.S.
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investors or joint venture partners who are seriously considering
investment in resource based sectors in The Gambia to facilitate

linkages with local partners.

8. Program Manager:

FAPE support project funds will be used to partially fund
four year’s of Program Management services from a Personal
Services Contractor to be employed in the Mission. The program
manager will be responsible for tr~» day-to-day administration of
FAPE and for monitoring progress and assessing impact. The FAPE
program manager will work under the overall supervision of the
Mission’s Program Economist. In addition to working with FAPE,
the PSC program manager will have responsibility for assisting
with management of the Mission’s Financial Sector Restructuring
Propram and the AEPRP support project (both projects will provide
partial funding for the PSC).

9. Impact Monitoring

The FAPE support project provides funds for periodic surveys
to monitor and evaluate the impact of both the Program and
Support Project.

10. Evaluations and Audit

The program provides for mid-term and terminal evaluations and a
financial audit. Additional funding is provided to undertake an
annual impact assessment. Evaluation activities will be used by
the Mission as management tools for adapting the program to
address changing economic or social circumstances.
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II. Program Conditionality and Covenants

A. Conditions Precedent
1. Standard Conditions

Prior to any dichursement of The Gambia Financial and
Private Enterprise Development Program Grant or to the issuance
by AID of documentation pursuant to which disbursement will be
made, the Government of The Gambia shall, except as the parties
may otherwise agree in writing, furnish to AID, in form and
substance satisfactory to AID:

(a) An opinion of counsel that the Program Grant
Agreement has been executed on behalf of and duly authorized by
the Grantee, and that it constitutes a legal and binding
agreemen® for the grantee in accordance with all of its terms;

(b) A statement of the name of the person holding or
acting in the Office of the Grantee as specified in the Program
Grant Agreement and any additional representatives, together with
a specimen signature of each person specified in such a
statement, and;

(c) Written evidence that the Grantee has established
the Separate Account for the Grant funds as described in the
Program Grant Agreement, and a letter describing the requirements
that must be met before funds will be disbursed from that
account. The requirements shall include supporting documentation
to permit monitoring of disbursements, requirements for
maintaining funds in this account separate from other funds of
the Grantee, and requirements for periodic reports to A.I.D. on
disbursement from the separate account.

2. First Tranche ($3.0 million)

Prior to any disbursement of the Program Grant or to the
issuance by A.I.D. of documentation pursuant to which
disbursement for the first tranche of $3.0 million will be made,
the Grantee will furnish to A.I.D., except as the parties may
otherwise agree in writing, in form and substance satisfactory to
A.I.D., written evidence that:

(a) The GOTG has reviewed twice annually in April/May
and November/December with AID all projects included or to be
considered for inclusion in the Public Investment Program and
that all proposed projects meet and adhere to the following
mutually agreed criteria and priorities:

i. Completion of adequate feasibility studies.
ii. An economic rate of return (where calculable)
of at least 15 (fifteen) percent and for projects
in the social sectecrs where the economic rate of
return is not calculable, projects must be least-
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cost alternatives to achieve project purposes.
iii. Compatibility of the recurrent cost implica-
tions with fucure recurrent budgets.

iv. Among projects that meet these criteria
priority will be given to projects that support
human resources development and rehabilitation and
maintenance of existing assets rather than
expansion or creation of new assets.

V. The public sector will not engage in invest-
ments in sectors which are of potential interest
to the private sector.

(b) The GOTG has sold or otherwise transferred
permanent majority ownership and management of all assets cof the
Gambia Produce and Marketing Board and the assets of the former
Gambia River Transport Company associated with transport,
processing, and marketing of groundnuts and groundnut products,
including but not limited to: oil mills, decortication
facilities, power generating facilities, loading and off-loading
facilities, depots, warehouses, seccos, tugboats, barges,
lighters, and maintenance facilities under conditions nf sale
that ensure no artificial barriers to entry for the private
sector in transport, processing, and marketing of oilseed
products from The Gambia.

(c) The GOTG has undertaken and reviewed with AID a
comprehensive study of the tax system as it affects private
investment decisions and expansion or diversification of private
enterprises, including financial institutions, in The Gambia.
Specific issues to be addressed in the study will include but
need not be limited to the following:

i. An analysis of the revenue implications of
tax, duty, and other incentives now offered to
private investors in The Gambia;

ii. An analysis of the administrative and other
costs of managing the Development Certificate
process and the revenue implications of that pro-
cess;

iii. An evaluation of the impact investment
incentives have had to date on investment
decisions and long term viability of entzrprises
in The Gambia;

iv. A comparative cost/benefit analysis of the
likely impact on private investment, growth of
enterprises, and GOTG revenues of across-the-board
reductions in effective rates of tax; rationaliza-
tion or elimination of duties on capital goods and
intermediate inputs; accelerated depreciation
schedules; longer loss carryovers; and improved
tax administration;
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v. The feasibility of placing fuller authority
and accountability for effective "one-stop-shop"
investment promotion and processing at the
National Investment Board;

vi. A cost/benefit analysis of the effect of
eliminating stamp and other taxes on financial
transactions.

3. Second Tranche $3.0 million

Prior to disbursement of the second tranche or to the
issuance by A.I.D. of documentation pursuant to which
disbursement of the second tranche of $3.0 million will be made,
the Grantee will furnish to A.I.D., except as the parties may
otherwise agree in writing, in form and substance satisfactory to
A.I.D. written evidence that:

(a) The GOTG has reviewed twice annually in April/May
and November/December with AID all projects included or to be
considered for inclusion in the Public Investment Program and
that all proposed projects meet and adhere to the following
mutually agreed criteria and priorities:

i. Completion of adequate feasibility studies.
ii. An economic rate of return (where calculable)
of at least 15 (fifteen) percent and for projects
in the social sectors where the economic rate of
return is not calculable, projects must be least-
cost alternatives to achieve project purposes.
iii. Compatibility of the recurrent cost implica-
tions with future recurrent budgets.

iv. Among projects that meet these criteria
priority will be given to projects that support
human resources development and rehabilitation and
maintenance of existing assets rather than
expansion or creation of new assets.

v. The public sector will not engage in invest-
ments in sectors which are of potential interest
to the private sector.

(b) The GOTG has reviewed with AID the findings and
recommenda*.ions of the tax reform study referred to above in
section B(3), has developed an action plan in form and substance
satisfactory to AID to implement agreed reforms, and begun
implementation of the appropriate recommendations.

(c) The GOTG has developed and reviewed with AID a
multi-year divestiture plan to transfer ownership to the private
sector of state owned enterprises such as The Gambia Public
Transport Company, The Gambia Utilities Company, The Gambia
Telecommnnications Company, Gambia Airways, the Government
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Printing Press, or other publicly owned enterprises engaged in
the direct production or marketing of goods or services of
potential interest to the private sector.

(d) The GOTG (MOJ) has developed an action plan and
detailed schedule for revision, modernization, and amplification
of the statutory regime affecting private investment and
operation of private enterprises in The Gambia including but not
limited to: redraftingy of the Companies Act, the Business
Registration Act, and the Partnership Act; preparation of a
Commercial Code; and drafting of legislation to govern
hire/purchase, bankruptcy, mortgage, bills of exchange, and bills
of lading transactions.

4. Third Tranche, $3.0 million

Prior to disbursement of the third tranche or to the
issuance by A.I.D. of documentation pursuant to which
disbursement of the third tranche of $3.0 million will be made,
the Grantee will furnish to A.I.D., except as the parties may
otherwise agree in writing, in form and substance satisfactory to
A.¥.D. written evidence that:

(a) The GOTG has reviewed twice annually in April/May
and November/December with AID all projects included or to be
considered for inclusion in the Public Investment Program and
that all proposed projects meet and adhere to the following
mutually agreed criteria and priorities:

i. Completion of adequate feasibility studies.
ii. An economic rate of return (where calculable)
of at least 15 (fifteen) percent and for projects
in the social sectors where the economic rate of
return is not calculable, projects must be least-
cost alternatives to achieve project purposes.
iii. Compatibility of the recurrent cost
implications with future recurrent budgets.

iv. Among projects that meet these criteria
priority will be given to projects that support
human resources development and rehabilitation and
maintenance of existing assets rather than
expansion or creation of new assets.

v. The public sector will not engage in
investments in sectors which are of potential
interest to the private sector.

(b) The GOTG has fully completed implementation of
the tax reform and investment incentives recommendations agreed
upon in section B(3) above.

(c) The GOTG is making satisfactory progress towards
full implementation of the privatization plan described and
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reviewed with AID in section C(3) above and has completed
privatization of at least one additional parastatal other than
GCDB or GPMB.

(d) The GOTG is undertaking in good faith and in
expeditious manner all necessary actions to implement legislative
and judicial reforms--including submission of revised legislation
to Parliament for enactment--outlined in the section B(4) above.

B. Covenants

1. The GOTG agrees that it will not undertake any policy
change or action which would have the effect of changing any of
the policies or actions undertaken by the Government in
fulfillment of the conditions precedent of this agreement except
as the parties may otherwise agree in writing.

2. The GOTG agrees to maintain its credit policy that no
public or private sector enterprise or individual will be
permitted to borrow from official sources at less than market-
determined interest rates and that no public or private
individual or enterprise will be granted preferential access to
credit from official sources.

3. The GOTG agrees to maintain its free market, liberal
foreign exchange policy.

4. The GOTG agrees not to permit or undertake activities
which would directly or indirectly discourage entry of the
private sector in enterprises for importation, distribution, or
production of agricultural inputs including but not limited to
fertilizer, seeds, farm inputs, irrigation equipment, and
pesticides.

5. The GOTG will discourage public sector entities from
investing in economic activities in competition with the private
sector and will seek actively to encourage existing public sector
entities to disengage from economic activities of potential
interest to the private sector.

6. In order to encourage maximum participation of the
private sector in priority support sectors vital to the growth of
reso.rce based private enterprises in The Gambia the GOTG agrees
that:

a. Prior to the full privatization of the GPMB, the
GOTG will take all necessary steps to encourage and facilitate
private sector use of all GPMB facilities related to the
transport, processing and export of groundnut and groundnut
products and to maintain the same facilities in good working
order in preparation for their sale to the private sector.
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b. It will take specific steps to encourage and
facilitate private sector development and management of handling
and cold storage facilities at Yundum International Airport.
Steps may include, but need not be limited to: (i) making
available for long term lease or sale to the private sector
suitable land at or near the airport for establishment of
facilities and (ii) granting of rights to the private investors
to operate the facilities for profit.

c. It will take specific steps to encourage and
facilitate private sector development and management of
commercial fishing pier and related marine facilities at
appropriate waterfront site(s) in or around Banjul. This may
include, but need not be limited to, making available for long
term lease or sale to the private sector suitable land on the
waterfront and granting of rights to the private investors to
construct and operate associated facilities for profit.
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III. pProgram Monitoring, Impact Assessment, and Evaluation

A. Program Monitoring
1. The USAID/Banjul Monitoring and Evaluation System

The Mission Order on monitoring and evaluation (M&E), dated
April 1, 1991, stipulates that the M&E system in each project or
program must consist of the following recurrent elements:

(a) Semi-annual reviews, held in conjunction with
preparation of;

(b) Project implementation reports (PIRs).

(c) Annual reviews, held in conjunction with preparation
of the Mission’s Assessment of Program Impact (API).

(d) Collaborative project reviews, held at regular
intervals.

The Mission Evaluation Officer (MEO) monitors each project
M&E system and prepares an annual, Mission-wide M&E report by
November 15. As _nput to this report, to the annual review and
to the API, each October, for each project or program, the
relevant Project Officer summarizes annual M&E system findings,
conclusions and recommendations. Tnis permits all prior and
current evaluation and study recommendations to be reviewed for
follow-up and for use in preparing the nssessment of Program
Impact report.

The Mission Order specifies that each M&E plan, "will ensure
that appropriate baseline information is collected and sufficient
project resources are allocated for the monitoring and evaluation
function. Based on approved M&E plans, project evaluations will
be scheduled to answer specific management questions. In
addition to major project evaluations, and often to supplement
such exercises, the Mission will use rapid, low-cost studies or
assessments to answer specific management and/or technical
questions as well as to provide a basis for critical
implementation decisions."

Each element of the recurrent M&E system is elaborated upon
in the following paragraphs. For further information, the
Mission Order and its’ bibliography are incorporated by reference
into this document.

Semi-annual Project Reviews: Semi-annually, each Project
Officer updates the status of major evaluation recommendations
for inclusion in the PIRs, specifically noting those that have
been implemented and those still pending. If an evaluation study
has been performed during the preceding period, a summary of the
findings, conclusions and recommendations should be included in
Section III (Progress towards meeting EOPS) of the PIR. Also,
evaluations should be used to update or improve basic project
data and purpose level indicators as well as status of outputs
and inputs for individual PIRs.
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PIRS covering the first six months of the fiscal year are
due on May 1 and PIRs covering the last six months of the fiscal
year are due on November 1.

Annual Program Review: Each year, in conjunction with the
preparation of the Assessment of Program Impact, the MEO will
convene a meeting of key Mission personnel to: (1) review
monitoring and evaluation information gathered from the past
year’s program, including lessons learned with specific reference
to the previous year’s Action Plan performance; and, (2) to
identify any additional bench marks, basic revisions and/or
necessary data collection exercises.

It is Mission policy that Collaborative Project Reviews be
undertaken at regular intervals. These reviews include
USAID/Banjul personnel, contractors and representatives from the
relevant local organizations and counterpart agencies. 1In
addition to looking at project progress and performance, these
reviews include a discussion of the recommendations and
implications of the most recent Annual Program Review, and a
review of the current M&E plan. Each review follows .1 "early
warning checklist," but may cover other matters as review
personnel decide. The checklist follows:

- Documentation of Changes

- Conditions Precedent and Covenants

- Realistic Timiny

- Provision of Inputs

- Coordination of Training and Technical Assistance

- Reporting

- Evaluations and Audits

- Administrative, Financial and Personnel Management

- Tracking Progress and Measuring Impact

- Are performance indicators and bench marks

allowing for tracking progress and
measuring impact? Are routine tracking and
measuring activities important parts of
work plans?

2. Program Monitoring of FAPE

The reforms undertaken under this program overlap and
reinforce the reforms contained in the El.F and other donor
programs. Because of these interrelationships, it will be
difficult to separate out the net impacts of any one
prograd~D~And growth of private enterprises. For this task, a
number of performance indicators will be used. It is recognized
that exogenous variables, like drought, world recession, or
reduced donor commitment to The Gambia, can negate expected
progress from the program.

There are two components to the monitoring and evaluation
system planned for the FAPE program. The first component focus-
ses on the conditionality governing disbursement under the
program. For the most part, benchmarks which indicate the
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achievement of the conditions are explicit and self evident in
the conditions themselves. The GOTG is required to provide
written evidence that it has achieved each condition and the
Mission is responsible for ensuring that the evidence is suffi-
cient for that purpose.

The second component focuses on measuring the indicators which
will show achievement of project purpose. A summary of the
indicators associat .d with each End of Program Status (EOPS) is
given below.
End of Program Status
(1) The Gambia’s International Credit Standing Improved.
Indicator:

1. Outstanding Debt Arrears.

(2) Public Investment Program Satisfactorily Implemented.
Indicator:

1. WB and USAID Review and Concur with PIP

(3) Full Participation of the Private Sector in the Groundnut
Industry and Increased Responsiveness of Agricultural Producers
to World Market Signals.

Indicators:

1. GPMB (or successor company) Depot Price/World Price
2. Quantity Processed by GPMB/Total Production

3. Quantity Processed by Private Sector/Total Production
4. Profitability of GPMB

5. Taxes paid by GPMB

(4) Macroeconomic Policy Framework Conducive to Private Invest-
ment and Growth of Private Enterprises Sustained and Deepened.

Indicators:

1. Budget Balance

2. Inflation

3. Current Account Balance

4. Level of International Reserves

(5) International Competitiveness of The Gambia’s Business and
Investment Climate Improved.

Indicators:

1. Privatizations Underway or Completed
2. Tax Reform Adopted/Implemented

3. Legal and Regulatory Reforms Enacted
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4. Number of Firms Assisted by NIB in Registering a Business
5. GUC Generation of Power

(6) Increased Aggregate Earnings From and Increased Employment
In Private Enterprises.

Indicators:

1. Firm Registrations

2. Company Taxes Paid

3. Employment Levels in Private Sector
4. Exports

Program monitoring reports will be prepared every six months
in connection with PIR preparation. Adjustments to the indica-
tors may be made in November each year, following the annual
program review, for inclusion in the API report. Collaborative
program reviews will be held every 18 months, the first being
penciled in for November 1992, in place of the annual program
review.

B. Impact Assessments and Evaluations

Impact assessments will be preparecd annually, for review in
the annual program reviews. The assessments will be based upon
the indicators, so that baseline update re-surveys will be
conducted each October. The program budget for surveys and
assessments is $135,000, which should be sufficient given the
rather small survey population. In accordance with Mission
policy, rapid, low-cost studies or assessments will be carried
out to gain insight both to special program impact (e.g., impact
upon female school drop-outs) and to impact upon the program of
unanticipated, non-recurrent events (e.g., impact of the unex-
pected passage of a major law affecting property rights).

Two evaluations are budgeted in the program ($60,000).
These will be conducted in FY1993 and FY1995. Both evaluations
will seek to articulate program impact upon (a) the typical
formal sector employee and, (b) the enabling environment for
private investment. It is anticipated that the evaluations will
be carried out by joint USAID/GOTG teams with assistance from one
contracted specialist.

C. Audit

The nonproject assistance component of this program will be
used to pay The Gambia’s external debts. Funds are budgeted for
nonfederal financial audits of the government’s special bank
account from which cash disbursements will be made. These audits
will be monitored by RIG/A/Dakar.

Technical assistance under the complementary support project will
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be implemented mainly by U.S. institutions (PASA, profit making
firms, and educational institutions). The audit requirements of
nonprofit organizations are covered by OMB Circuiar A-133 and
profit organizations are covered by DCAA and DHSS. There will be
USAID direct procurement of commodities, training and personal
service contracts in support of project activities. Since only a
small percentage of project funds will be used for local costs
associated with in-country support of long-term consultants and
for USAID contracts with local firms for impact surveys, a
nonfederal audit is not deemed necessary and no project funds are
budgeted for that purpose.

Iv. Management and Financial Plan
A. Mission Management

USAID/Banjul is currently organized with five direct hire
positions: AID Representative, Program Officer, Program Econo-
mist, Agriculture Development Officer, and Controller. The
Program Economist will have overall responsibility for management
of the FAPE Program. Under him will be a project-funded PSC for
day to day management and monitoring of program progress. The
Agriculture Development Officer will provide technical support as
needed related to the privatization of GPMB. The current PSC
Human Resource Development Officer will support the training
portion of the Support Project.

As with other programs in its portfolio, USAID/Banjul will
rely on recurrent technical support from REDSO/WCA. The mission
expects to draw periodically on the services of contracting
specialist, and the private sector specialist to assist with
implementation matters and to consult with the Mission on program
progress. The REDSO/WCA contracting officer will handle major
contractual matters and the Computer Specialist will assist with
preparation of procurement documentation for computer equipment
and related soft ware. Legal support will be provided by the
RLA/Dakar.

The implementation of the FAPE Program will be closely
coordinated with the FSRP program. To the extent feasible, the
Mission will coordinate program fund disbursements to maximize
the leverage of the Mission’s overall development program.

B. Methods of Implementation and Financing
1. Dollar Disbursements (9.0 Million)
As The Gambia has a fully open foreiygn exchange system
under which foreign exchange is allocated by market determined

forces, a waiver of dollar tracking and separate account require-
ments will be requested for the NPA component of the program
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2. Local Currency Programming and Tracking

The current economic situation in The Gambia justifies an
exception to the A.I.D. policy of expecting host governments to
make local currency available for joint programminy in support of
program objectives. The GOTG budget deficit is over five percent
of GDP and is projected to stay at that level for the next
several years. USAID/Banjul was advised by the IMF that the
tight GOTG budgetary targets established with the IMF would not
permit additional expenditure programs. As part of the World
Bank’s SAL II, the GOTG has committed itself to increacsiag public
expenditures for health and education. Requiring additional new
expenditure programs would only make the budget situation worse
and result in deficits and potential inflationary financing which
would exceed the IMF targets. In addition, local currency
generated from the FAPE program is not needed to make the program
work. Basically, the development impact of the program will
result from increased employment, incomes and savings through
investment in productive private sector enterprises. The Mission
has negotiated a trust fund with the GOTG which will be funded
from general tax revenues.

3. Dollar Expenditures Out Of Projectized Component

A separate project authorization and project paper (PP) face
sheet has been prepared for the technical assistance, training
and commodities couwponent. These funds will be obligated under a
Project Grant Agreement. Expenditures out of (0237) will be made
by USAID/Banjul according to standard procedures.

C. Financial Plan

1. Summary Cost Estimate - Table 1 on the following
page depicts the sources and application of all program and
project resources.
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TABLE 1
SUMMARY COST ESTIMATE
( US $ 000 )
Source AID Host Country
USE FX LC FX LC
1) Debt Repayment 9,000

2) Technical Assistance
a) Long-Term

MFEA Advisors 1,200
Private Sector Advisor 1,200
MOJ Advisor 250
Project Mgr. (PSC) 300
b) Short-Term
MFEA Advisors (Macro/Bud) 330
MOJ Advisor (Att Gen) 180
MOJ Advisor (Rgstr Gen) 125
NIB Advisors (GPMB divest) 200
Inv. Promotion/Bus. Advisory 180
MTIE/NIB Advisors (privtze) 225
Industry Level TA 200
Firm Level TA 500
USAID/Banjul (Surveys/Impact) 125
3) Training
MFEA Staff dev. (degree) 365
MFEA Staff participant 70
MFEA Tax (in country) 200
MOJ (Reg/Gen staff) 40
MOJ (Att Gen Staff) 40
MOJ (Court Recorders) 60
MOJ (in-country judiciary) 45
Inv. Promo (Partic.) 100
Firm level, industry spec. 300
Firm level ext. training 250
In-country bus. dev sen. 100

4) Commodities

Court Reporting Equip. 40
Computers (incl modum/sw) 210
Copying/Dup/Comm. Equip. 175
Vehicles 50
Desk-top publishing 20

5) Other
Investment Promotion Trips 50
Communications 50
Evaluations/Audit 75
Firm Level Devel. Grants 400
Invest./Mrkt dev. Lit 100
Un-earmarked contingency (3.4%) 595
Total 17,350
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Total

9,000

1,200
1,200
250
300

330
180
125
200
180
225
200
500
125

365
70
200
40
40
60
45
100
300
250
100

40
210
175

50

20

50
50
75
400
100
595

17,350



2. Costing Of Project Outputs - Table two below is a test
of the project’s design. It also provides a basis for reviewing

the cost estimates of the principal inputs. It demonstrates that
inputs are proportionate to the expected outputs and the outputs
are proportionate to the expected purrose. Inputs are presented
in the left hand column and their costs apportioned to the
project outputs listed in the Logical framework.

Table 2

Costing of Program and Project Outputs/Inputs
Financial and Private Enterprise Development Program
(In $ 000 )

Project inputs: #1 NPA; #2 CP’s/Covenants; #3 TA for Privatiza-
tion; #4 Advisory services training, commodities; #5 Studies, tax
expertise, in-country training legal advisory services, commodit-
ies, PIET training; #¢ advisory services, firm level TA, firm
level training, firm level grants, participant training, invest-
ment promotion; #7 PSC project manager; #8 Periodic surveys,

audits.
FAPE Outputs FAPE Inputs
#£1 #£ 2 # 3 # 4 £ 5 fF 6 # 7 # 8 Total
1) Partial payment of [9,000] -~ - - - - - - [9,000]
outstanding GOTG public
debt.
2) GOTG adherance to 2,000 - - - - - - - 2,000

PIP criteria.

3) Full privatization of 2,000 - 200 - - - - - 2,200
the oilseeds industry.

4) Sustained capacity for - - - 2,350 - - - - 2,35¢C
sound macroeconomic poli-
cies and budgeting.

5a) Continued reduction 1,500 - - - 225 - - - 1,725
of public sector role in
production and marketing.

5b) Reform of tax system 1,500 - - - - - - - 1,880
in favor of private

investment and enter-

prise expansion.

5bii)Revision of private 1,000 - - - - - - - 1,060
investment incentives
policy.
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(TABLE 2, continued)
FAPE Outputs FAPE Inputs
#1 # 2 # 3 # 4 # 5 # 6 #£ 1 # 8

5c) Legal/regulatory 1,000 - - - 850 - -
modernization

6a. Strengthened Capacit - - - -
of Gambian entrepreneurs

to start up/expand resource

based enterprises.

2,115

6b) Strengthened public, - - - - 1,515 -
private, and voluntary

investment promotion or

business advisory assoc-

iations, and industry

level support
7. Program management - - - - - - 300 -

8. Evaluation, monitering, - - - - - - - 200
audits.

- e - — - - -

9. Un-earmarked contingency

*N.B. Breakdown of amounts listed above in column #1, NPA, is
for indicative purposes only. Disbursement of the NPA cash grant
is contingent on fulfillment of all conditions precedent and
adherance to all program convenants.

3. Projection of Expenditures By Fiscal Years ~ Tables 3 and
3A, below, present the anticipated A.I.D. expenditures by fiscal

years. Since the Program Grant and its Projectized companion are
expected to be incremertally funded, they are separated and
inputs are reflected by the monies which finance them. This will
avoid shortages for critical inputs.

Table 3
Projection of Cash Grant Disbursement By Fiscal Years
( $ 000 )
Fiscal Year A.I.D. Host Country Total
1991 - - -
1992 - - -
1993 3,000 - 3,000
1994 3,000 - 3,000
1995 3,000 - 3,000
1996 - - -
Total 9,000 - 9,000
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Total

1,850

2,115

1,515

300

200

595

145



Table 3A

Projection of Project Expenditures By Fiscal Years

Input 91
GPMB Privatization Support 100
MFEA Support Project 0
Tax Administration 0
Training

MOJ l.egal/Regulatory 0
Support Project

Private Sector Assistance 0
Project

Personal Services Contractor 50
for program management.

Impact Mgnitoring 25
Evaluations and Audit 0
Unearmarked Contingency 0
Totals 175

( $000 )

92
100
250

100

450

900

0

1,875

93
0
700

100

400

1,000

60

25
30
0

2,305

Fiscal Years
94

0

700

1,000

60

25
0
200

1,975

95

500

955

60

25
0
250

1,780

4. Sources And Applications of Funds - Table 4, below,

presents the sources ard applications of funds for the FAPE cash

grant and Support Project.

Table 4

Sources And Applications of Funds

Category
1) Non-Project
Assistance

2) MFEA Long and Short
Technical Assistance

3) MFEA Training
4) Commodities for MFEA

5) In-country Tax Admin.
Training

6) MOJ Long and Short Term
Technical Assistance

( $000 )
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Amount
($000)

9,000

1,530

435
185

200

600

96

10

45
145

195
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Category

7) MOJ Training
8) MOJ Commodities

9) Long term private sector
technical advisor

10) Firm Level Participant
training

11) Firm Level in~country
Training

12) Firm Level TA

13) Enterprise Development
and Expansion Assistance

14) Industry Level Studies

15) Wid/Micro Enterprise
Training (in-country)

16) Commodities for invest.
promotion agencies, business
assoc.s and NGO’s.

17) TA for Investment Promo.,
Business Assoc.’s, and NGO

18) Promotional 1lit., News
letters,

19} U.S. Investor Missions

20) Participant Training for

Investment Promotion Agencies,

Business Assoc.s, NGO

21) Privatization Studies
22) Project Manager

23) Evaluations/Audits
24) Impact Surveys

Total
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Amount
($000)

140
110

1,325

250

300

500

400

180

100

50

100

225
300

75
125

17,350



5. Methods of Implementation and Financing of

Technical Assistance, Training, Equipment and Other Costs - Table
5, below presents the methods of implementation and financing of

technical assistance, training, equipment and other costs.

Table 5

Methods of Implementation and Financing of Technical
Assistance, Training, Equipment and Other Costs

_Financial Method

Implementation Activity

1) Procurement of

MFEA Long and Short Term
Technical Assistance

2) MFEA Training

3) Procurement of

Commodities for MFEA

4) In-country Tax
Admin. Training

5) Procurement of
Technical Assist.,
for MOJ

6) Short term MOJ
Training (part.)

7) Procurement of

Commodities for MOJ

8) Procurement of
Long Term Private
Sector Technical

Advisory Services

9) Firm Level

Participant Training

10) Firm Level in~country

Training
11) Procurement of
Firm Level TA

12) Industry Level
Pay Studies

Implementation Method

AID/Direct
Institutional
Contractor

USAID Direct
(PIO/P) L/T
Institutional
Contractor S/T

AID/Direct
Institutional
Contractor

PASA
AID/Direct
Profit Making

Contractor

AID Direct profit
making Contractor

AID Direct profit
making Contractor

AID/Direct: profit

making Contractor or
OYB Transfer/Buy-in

to PEDS Project
(MS/OP/W)

Direct Placement by

S&T/IT

Profit making IQC

AID/Direct profit
making IQC

AID/Direct Profit
making IQC
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LOC/Direct Pay

Direct pay

LOC/Direct
LOC/Direct

Direct

Direct

Direct

Direct

Direct

Direct

Direct

Direct

Direct

Pay

Pay

Pay

Pay

pay

Pay

Pay

Pay

pay
Pay
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Implementation Activity

13) Wid/Micro Enterprise
Training (in-country)

14) Procurement of
Commodities for Invest-
ment Pvomotion Agencies,
Busine.s Assoc.s

and NGO’s

15) Procurement of TA
Invst. Promotion
Agencies, Business
Assoc.’s, and NGO’s

16) Procurement of
supplies or services
for production

of promoticnal
Literature or infor-
mational newsletters
17) U.S. Investor
Missions

18) Participant Training
for Investment Promotion
Agencies or Business
Assoc.s.

19) Privatization
Studies

20) Procurement of
Project Management
Services

21) Procurement of
Evaluations/Audits

22) Procurement of
Impact Surveys

23) Non-project
Assistance

Implementation Method

AID/Direct Profit
making

AID/Procurement
Purchase Order

AID/Direct: Profit
Making IQC

AID/Direct
profit making
IQC

USAID/Banjul
Invitational
Travel Orders

Direct placement
by S&T/IT

AID/Direct Profit
making IQC

PSC

AID/Direct
IQC/Local Firm

AID/Direct Local
Firm

Tranche Release
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Direct

Direct

Direct

Direct

Direct

Direct

Direct

Direct

Direct

Direct

Dollar
by EFT

Pay

Pay

Pay

Pay

Pay

Pay

Pay

Pay



D. Project Implementation and Procurement Plans

1. Implementation Plan

a) Cash Grant

The FAPE Program includes a $9.0 million conditioned cash
grant to be disbursed in three equal tranches of $3.0 million
each. Disbursement of each tranche of the cash grant is condi-
tioned on submission by the GOTG of evidence in form and sub-
stance satisfactory to AID that it has met all of the agreed
conditions precedent for each tranche disbursement and has
adhered to all of the program covenants. Documentation should be
submitted by the GOTG at least 60 days before the dates presented
below to allow USAID/Banjul sufficient time to review evidence
and make appropriate arrangements for the transfer of funds to
the Government’s bank account at the Federal Reserve Bank of New
York or other bank which has been agreed to.

(1) First Disbursement - December, 1992
(2) Second Disbursement - June, 1994

(3) Third Disbursement - September, 1995

b) Support Project

Implementation Schedule

Responsibility Completion Date
GOTG A.I.D. Month Year

Recruit and hire program X May 1991

manager (Under project

635-0231)

Authorize FAPE X June 1991

Execute FAPE Program X X July 1991
Agreement

Issue PIO/T for MFEA X X July 1991

TA Project including Long and
Short Term Technical Assistance,
and training.

Issue RFP for MFEA TA X June 1991
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Task

Issue PIO/T for buy-in for
technical assistance to
privatize GPMB.

Review proposals/select

contractor for MFEA TA Project.

Prepare and issue first
annual plan for OYB transfer
to PEDS Project for long
term private sector advisor

Bring in TA team for
valuation of GPMB assets

Form Project Committee for
programming of firm and
industry level assistance

Prepare and issue PIO/T for
MCJ long and short term TA

Prepare sales documentation
and solicitations for
GPMB privatization

Undertake first annual
periodic survey

Begin tax reform/investment
incentives study

Field long term private
sector advisor

Review and approve first
annual work plan for
private sector development
project

Execute contract for MFEA
TA project

Evaluate responses to GPMB
solicitations

X

X

X

Responsibilit

GOTG A.I.D. Month
X July 1991
X August 1991
X September 1991
X September 1991
X October 1991
X November 1991
X November 1991
X November 1991
X January 1992
X January 1992
X February 1992
X September 1991
X March 1992
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Task

Prepare and issue PIO/T X
for US/IRS & Customs

Department PASA for training

in tax & customs administration

Execute contract for
MOJ Long and short Term TA

Field long term advisor to
the MOJ, begin drafting
of commercial code

Execute PASA agreement

for IRS/Customs Department
in country training for
tax administration

Transfer ownership of GPMB X

Tax reform study reviewed X
and final action plan completed

Field technical assistant X
to the Registrar General’s
office

Undertake second annual X
periodic impact survey

Receive and review evidence X
submitted by GOTG for
meeting first tranche CP’s

Field TA team to X
develop multi-year
divestiture plan

Review and approve second X
annual work plan for

private sector development
project

Review and approve third X
annual work plan for

private sector development
project

Undertake mid-term audit X

Undertake mid-term evaluation

Responsibility

GOTG A.I.D Month
X March 1992
X April 1992
X April 1992
X June 1992
X August 1992
X September 1992
October 1992
X November 1992
X December 1992
X January 1993
X February 1992
X February 1993
X September 1993
X October 1993
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2.

Undertake third annual
periodic impact survey

Undertake privatization
feasibility study for
implementation of divestiture
plan

Review and approve third
annual work plan for
private sector development
project

Undertake fourth annual
periodic impact survey

Undertake third
privatization study

Undertake fifth annual
periodic impact survey

Undertake terminal
Evaluation
Procurement Plan

(a) Technical Assistance

i. Ministry of Finance and Economic Affairs

Responsibilit

GOTG
X X
X X
X X
X X
X X
X X
X X

Type: Chief Economist -

Junior Economist

STTA and Tax Reform

Completion Date

A.I.D. Month Year
November 1993
January 1994
February 1994
November 1994
January 1995
November 1995
December 1995

(MFEA) -

36 person months

36 months

11 person months

Means: Full and open competition (unless a waiver is
approved by the AA/AFR for HIID.

Estimated Cost: $2,150,000

Chief Economist 3 X $200,000 per annum
Junior Economist 3 X $200,000 per annum
Short Term Technicians 11 X $ 30,000 per month
Training $435,000
Commodities $185, 000

Preparation of Technical Specifications: USAID/ Banjul
Economist in collaboration with MFEA staff will prepare
scope of work to be included in the PIO/T shortly after
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ii.

iii.

execution of the Grant Agreement.

Delivery Schedule: Contractor will be responsible for
providing all logistical support to long and short-term
technicians, training and commodities. Contract is planned
to begin during the second year of the program.

Ministry of Justice (MOJ)

Type: Long-Term

Legal advisor - 12 person months
Short-term legal TA - 6 person months
Long-term computer TA -~ i2 person months

Means: Full and open competition

Estimated Cost: $850,000
Long-term 2dvicor 1 X 250,000 per annum
Short-term iegal TA 6 X 30,000 per month
Long-term computer TA 1 X 125,000 per annum
Training 185,000
Commodities 110,000

Preparation of Technical Specification: USAID/ Banjul
Program Economist and Project Manager in collaboration with
MOJ staff will prepare scope of work to be included in the
PIO/T.

Delivery Schedule: Contractor will be responsible for
providing all logistical support for long and short-term
technicians, training, and commodities. Contract is planned
to begin during the second year of the program.

National Investment Board (NIB)

Type:Private Sector Advisor 48 person months
Short-term TA 12 person months

Means: Buy into PEDS project.

Estimated Cost: $1,825,000
Long-term advisor 4 X 300,000 per annum
Short-term TA 12 X 30,000 per month
Training 100,000
Commodities 125,000

Preparation of Technical Specification: USAID/ Banjul
Program Economist and Project Manager in collaboration with
NIB staff will prepare scope of work to be included in PIO/T
shortly after execution of grant agreement.

Delivery Schedule: Contractor will be responsible for
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providing all logistical support for long and short-term
technicians, training, and commeodities. Contract is planned
to begin during first year of the program.

iv. Mission Project Management
Type: Long-term project manager - 48 person months

Means: Limited competition pursuant to
AIDR 706.302-70

Estimated cost: $300,000

Preparation of Technical Specification: USAID/ Banjul
Program Economist will prepare scope of work to be included
in PIO/T.

Delivery Schedule: The manager selected will be funded from
three programs (Financial Sector Restructuring Support,
AEPRP Support and FAPE). He/she will have management
responsibilities for these three projects and is expected to
begin working in The Gambia before the start of FAPE.

V. Tax Administration
Type: Short-Term TA 7 perscn months
Means: PASA with IRS

Estimated cost: $200,000

Preparation of Technical Specification: USAID/Banjul
Program Economist and IRS in collaboration with MFEA will prepare
scope of work to be included in PIO/T.
Delivery Schedule: IRS will be responsible for providing all logisti-
cal support for short-term trainers. Contract is planned to begin in
third year of program.
Privatization of GPMB
Type: Short-Term TA 7 person months
Means: Delivery orders
Estimated Cost: $200,000
Preparation of Technical Specification: USAID/Banjul Project Manager
in collaboration with NIB staff will prepare scope of work to be

included in PIO/T.

Delivery Schedule: Contractor will be responsible for providing all
logistical support. Contract is planned to begin during first year of
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(8)

(9)

program.
Monitoring/Evaluation/Audit

Type: Short-Term TA 7 person months
Means: Delivery Order

Estimated Cost: $210,000

Preparation of Technical Specification: USAID/Banjul Project Manager

will prepare scope of work to be included in PIO/T.

Delivery Schedule: Monitoring will take place over life of program,
first evaluation will take place 2 years after start of program and

final evaluation at completion.
Training
Type: In-country U.S.

Means: PIO/P for third country or U.S. institute and PIO/T for
procuring services for in-country training.

Estimated Cost: $550,000

Preparation of Technical Specification: USAID/Banjul Project Manager

and Training Officer will prepare PIO/P or PIO/T.
Delivery Schedule: To be determined.

Commodities

Computer equipment, duplicating equipment, and training materials.

Means: PIO/C and Purchase Order to earmark and commit funds.

Estimated Cost: $125,000.

Preparation of Technical Specification: USAID/Banjul Executive
Officer will prepare PIO/C.

Delivery Schedule: To be determined.

3. Special Implementation Arrangements for Provision of Private
Sector Business Development Assistance

Provision of assistance to the private sector will be
primarily limited to training, technical assistance, and adviso-
ry, or other services as needed to promote development and
expansion of enterprises which meet eligibility criteria delin-
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eated in part (b) below. Discussion of the rationale, overall
aim, and specific nature of assistance to be funded by the FAPE
support project is contained above in Part 4, sections I.D(9) and
I.E(7) pp. 82-84 and pp.91-93.

a. Mechanism for determining Eligibility:

Specific eligibility for any assistance provided to private
sector individuals or entities under the FAPE support project
will be determined by a technical evaluation panel comprising a
contracted, resident private sector advisor, the Chief Executive
of the National Investmant Board (or his designate), the Mission
PSC project manager, and the Mission Direct Hire Project Officer.
The AID Representative will reserve the right to exercise final
authority on any and all such determinations.

Specific review schedules, approval guidelines and manage-
ment responsibilities for acting on proposals and requests for
assistance will be established by the Mission Project Officer
with the approval of the AID representative. Review and approval
procedures will seek appropriately to limit direct management
burden on Mission personnel for implementation of this component
of the program while at the same time establishing adequate
controls to ensure objectivity, fairness, and conformity to DFi
and other guidelines in awarding of assistance. It is expecte:
that the contracted private sector advisor and his/her counter-
part at the NIB will serve as the principal initial contacts for
individuals or firms seeking assistance. The private sector
advisor working, as appropriate, with the Mission PSC project
manager and the Mission training officer, will screen proposals
and short-list candidates based on criteria listed below. Awards
of assistance will be made on a biannual or quarterly schedule as
established in an annual work plan by the Mission Direct Hire
Project Officer. The Mission may opt, where appropriate (e.q.
for technical or other training), to limit its direct involvement
to reviewing and concurring in decisions of a working committee
established to evaluate proposals.

b. Eligibility Criteria

All assistance provided under this component of the program
will be awarded on an open and competitive basis. While prior
participation in the program by an individual, firm, or other
entity will not exclude it from receiving additional assistance
under the program, such requests will normally be limited to two
assistance programs, unless exceptional circumstances are demon-
strated in writing and approved by the AID Representative. All
other things being equal, firms or individuals who have not
previously participated in the program will receive preference
over those who have.

The technical evaluation panel, with the approval of the AID
representative and, as appropriate, assistance of the REDSO legal
advisor and/or contracts officers, will establish an objective,
quantitative rating system for determining relative ranking of
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competing proposals or requests for assistance. The screening
process will employ a two-tiered system of general and specific
criteria. Primary responsibility for demonstrating qualifica-
tions for meeting criteria will rest with the applicant.

The first tier, general criteria to be utilized for screen-
ing purposes in determining the appropriateness of providing
assistance to an individual, firm, or other entity will include
the following:

-long-term viability of the proposed activity or enter-
prise, including adequacy of financial plan, capabili-
ties of management, proposed ownership structure, and
marketing plan;

-level of applicant’s commitment t¢ the success of the
activity as demonstrated by willingness of the appli-
cant to share costs or otherwise contribute to the
long-term viability of the enterprise or activity;

-technical qualifications of the applicant(s) to imple-
ment effectively the proposed activity or enterprise as
measured by education, past working experience, and/or
business track record;

-demonstrated financial or other need of the individual
or entity to obtain training, technical assistance, or
other services from the project that cannot be filled
easily by another source, including the applicants’ own
resources.

For applicants who satisfactorily meet the general eligibil-
ity criteria for assistance, second tier specific evaluation
criteria to be applied in ranking competing requests will include
the following:

-capacity of the proposed activity or enterprise to
benefit ultimately the poor majority of Gambians;

-employment generction or income enhancing potential of
the proposed enterprise or activity, specifically among
DFA mandated target groups within lower income strata
of the population;

~degree to which the proposed enterprise or activity
will promote the participation of women in the economy
and improvement of women’s status;

-potential of the proposed enterprise or activity to
extend economic or other benefits to rural populations;

-potential of the proposed enterprise or activity to
enhance productivity or increase GDP through introduc-
tion and incorporation of new technologies, including
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new crops;

-potential of the proposed activity to promote U.S.
private trade and investment and encourage private U.S.
participation in the program;

-extent to which the proposed enterprise will enhance
the functioning of competitive markets and promote
competition within a given industry;

-potential of the proposed enterprise to increase
domestically produced exports or otherwise generate
foreign exchange; and

-extent to which the proposed activity or enterprise
constitutes a resource-based enterprise (i.e. one that
utilizes and adds value to Gambian products).

The Mission may include other criteria as appropriate to ensure
that provision of assistance contributes directly tc accomplish-
ment of the program goal and purpose and conforms to DFA and
other FAA legislation. The project committee will establish a
list of activities that will not be eligible to receive assis-
tance under the program. These may include but need not be
limited to, producers of certain luxury goods, producers of
firearms or other military equipment, and enterprises engaged in
illegal activities.

c. Method of financing.

Provision of technical assistance, training, advisory, and
other services to the private sector will be undertaken through a
variety of financial instrumeints depending upon the nature of the
activity. It is anticpated that most technical assistance,
advisory services, and firm level training will be procured
through a direct contract with the provider of services or, where
appropriate, through a purchase order. Under certain circum-
stances the most appropriate financial instrument for procurement
of such services may be through a direct grant agreement. The
Mission may otherwise choose to procure services through a buy-in
to existing centrally or regionally managed project or IQC.

On a schedule to be established between the Mission and
REDSO, the regional legal, private sector, and/or contracting
officers will be consulted to determine the most appropriate
vehicle for procuring the desired services. External, short-term
technical training will be undertaken in accordance with the
Mission’s established training order.
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Part 5: Feasibility Anaiyses

I. Political Feasibility

The Gambia in 1991 is at a watershed point its economic
development particularly as relates tu¢ the process of structural
adjustment. As it began the Economic Recovery Program (ERP) in
1985, and through the next four years the GOTG demonstrated
repeatedly its determination to carry out the ERP’s agenda even
when it meant the adoption of politically unpopular decisions
such as reducing the number of civil service positions, floating
the currency, and eliminating the subsidy on rice. All observers
agree that without the full backing and public demonstration of
support by the President of The Gambia, the ERP would not have
been possible. The GOTG has been praised repeatedly and enthusi-
astically by the IMF for its performance under the Enhanced
Structural Adjustment Facility (ESAF) and expects to be among the
first ESAF graduates.

On November 21, 1990, in his annual speech at the opening of
Parliament, the President of The Zambia described the new Program
for Sustained Development (PSD) which was to succeed and be used
to consolidate the reforms begun under the ERP. The PSD is
intended to continue structurel adjustment. It emphasizes
private sector-led growth in the context of a liberalized market
environment which is to be relied upon to generate sustained
growth. Prominent among its cbjectives, the P5D seeks to create
confidence in The Gambia as an attractive location for invest-
ment. The President pledged to avoid financial policies that
would burden future generations with unproductive debt and to
continue the flexible exchange rate system begun in 1986 by
assuring that it is embedded in the law.

Notwithstanding clear policy statements to the contrary,
during the transition from the ERP to the PSD and since the death
of the author of the ERP (former Minister of Finance, Sheriff
Sisay), there have been indications that the GOTG may be falter-
ing in its determination to deepen and strengthen the reforms
begun in 1985. An untimely Presidential appointment to the
Gambia Commercial and Development Bank (GCDB) staff raised doubts
on the part of USAID and the World Bank about the willingness of
the Government to assure the eventual privatization of GCDB.
These doubts interrupted program implementation for several
months, while the matter was being resolved, eventually to the
satisfaction of the donors. Nevertheless, the appointment
focused donor concerns on the structural weaknesses of the GOTG
with respect to management of the economy.

In addition to the World Bank and A.I.D., other donors were
worried about the implementation of their programs. For example,
the failure in early 1990 of the GOTG ton insist on Gambia Utili-
ties Corporation (GUC) deposits to a revolving fund from the sale
of fuel and the apparent near collapse of water and power servic-
es being provided the greater Banjul area were worrisome to all
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major donors. Likewise the inability of the GOTG to control the
"other costs" element of its budget (part of which supports peace
keeping efforts in Liberia) and its slowness in implementing
social sector budgets was noted, as was the perceived GOTG urge
to disregard the disciplines of the Public Investment Program in
crder to take advantage of donor financing being offered for
highly visib’e but uneconomic projects.

One result of these and other concerns was the fact that the
World Bank did not disburse the second tranche of its Structural
Adjustment Loan II in June 1990. However, the Bank is still
working intensively with the Government on several key perfor-
mance indicators, hoping to effect a disbursement before June 30,
1991. Given the doubts about GOTG performance, several other
donors are linking their disbursements to SAL II. Switzerland,
the U.KX., and Norway are notable among these donors. It must be
said however, that not all donors have shared the negative views
of GOTG'’s performance in full and equal measure. The IMF, for
example, is still strong in its praise of GOTG performance
overall. And to be fair, the Werld Bank’s list of performance
criteria reads something like a Chinese menu which perhaps could
not be digested by very many developing countries.

Also in fairness to the GOTG, lapses in governance have }een
accompanied by some notable steps forward. With the blessings of
the IMF but without specific conditions in donor programs, the
GOTG moved from direct to indirect credit controls in its banking
system. (This step is part of the conditionality of an A.I.D.
program, the Financial Sector Restructuring Program (FSkP), the
authorization of was delayed by the doubts described above.)
Another example: Since the beginning of the PSD, the Government
has liberalized the groundnut trade by setting aside the monopoly
powers in the market formerly held by the Gambia Produce Market-
ing Board (GPMB). Now firms or individuals may enter the grcund-
nut trade on domestic or international markets. In fact, one
trader is exporting containerized nuts in smal) quantities this
season. The schedule for privatization was also put forward to
provide for the sale of GPMB acsets one year earlier than agreed
with USAID in 1989. However, a major struggle is centered on the
next step toward market liberalization which is to allow private
groundnut traders to use GCPMB'’s processing facilities. GPMB has
resisted successfully. Nevertheless, major improvements nave
been made in the firm‘s processing capacity, making it more
attractive to prospective buyers.

Also since the initiation of the PSD, the Gambia Cooperative
Union (GCU), formerly a highly subsidized para-Governmental
organization, has been made to perform as a private sector
entity, without additional subsidization from the Government.
Formerly it worked hand-in-hand with the GPMB. Now it is a major
competitor. As one indicator of its private sector status, the
GCU was forced to go to the commercial banks for credit in the
last twc groundnut marketing seasons and to fully mortgage its
property to secure loans. Last year GCDB was induced to lend to
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GCU but this year it lacked the deposit base to do so. The GOTG,
committed under the conditionality of programs to assure that no
individual or firm has preferential access to credit, did not
intervene on the behalf of GCU as it would have done in former
years.,

Other indicators of GOTG resolve are that, despite the
hiatus in .o»orld Bank and A.I.D. programming for GCDB, it made
GCDB a limited liability company in preparation for its privat-
ization, restructured the GCDB Board and, perhaps even more
significantly, shelved the idea of establishing a development
bank window in GCDB, recognizing the commitment to maintain
market rates of interest without any subsidies. In addition the
GOTG has solved the GUC revolving fund problem and is strongly
committed to securing private sector management of the company by
mid 1992. The EEC has provided the TA to implement the private
management plan. Finally, the Gambian National Insurance Company
was divested successfully.

From the foreyoing it can be seen that, while there are
significant institutional weaknesses and strong retrograde forces
that tend to detract from the image of a government determined to
sustain the process of reform, there are positive signs of
continued reform and restructuring. It must be remembered that
The Gambia is significantly deficient in trained human resources
at every level, so that, with the best of intentions, there would
be significant gaps in performance in any given undertaking.
Moreover, in this tiny society where the important people of all
walks of life know each other parsonally, virtually all Govern-
ment decisions are seen as political and personal. Fcr that
reason, guick solutions to seemingly straightforward problems are
often difficult to achieve.

On balance then, it would seem that the GOTG, having com-
pleted important macroeconomic and structural reforms between
1985 and 1989, has entered a new phase cf the reform process that
is inhererntly more difficult. But the political costs are
higher, all the more so because the circumstances that led to
reforms in the first place have been ameliorated after five years
of steady growth. Stated quite simply, the urgency of reforms
has been reduced while political costs have increased. Neverthe-
less, there is cause to believe that the reforms will continue,
but perhaps with more hesitancy than in the past, as political
solutions are sought. The donor role in this process is to help
the GOTG sort out the costs and benefits of each individual
reform and to help absorb some of the financial costs of selected
reforms.

As the GOTG struggles with its performance in economic and
institutional reform, USAID/Banjul is pursuing a strategy that
will both reinforce the motivation for continued adjustment and
maintain the momentum of reform to achieve a broad-based, sus-
tainable per capita GDP growth and improve manifestly the lot of
the majority of Gambians. The Mission’s program is balanced
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between resource transfers and technical assistance to help meet
the policy and institutional conditions for those transfers.
Emphasis is on private sector investment, export-led growth, and
sustainable increases in agricultural production. The balance
between technical assistance and program aid allows for flexibil-
ity in the event the GOTG is unable or unwilling to improve or
sustain its adjustment performance.

II. Financial Feasibility

The three NPA disbursements under FAPE will be linked to
privatization of the GPMB, tax reform, and commitments by the
GOTG to sustain and deepen the process of economic reform through
modernization of the legal/regqulatory environment affecting
private enterprise programs and continued progress in reducing
the size and socpe of the public sector’s role in the economy.
The Program disbursements will be at least sufficient to offset
the costs of associated reforms.

FAPE anticipates that the major cost associated with privat-
ization of the GPMB will be in the financial difference between
the value at which a buyer is likely to appraise GPMB assets and
GPMB management’s own valuation of those assets. In 1986/87, the
GPMB undertcok a revaluation of its fixed assets based on re-
placement costs that increased their nominal value by over 400%.
According to GPMB, the present book value of GPMB’s fixed assets
is approximately $23 million. That figure will undoubtedly be
substantially reduced by the results of an early action scheduled
under FAPE Program, an updated, rigorous valuation of the GPMB
(financed via a buy-in to the Privatization znd Development
project). As the most recent evaluation of The Gambia’s Title
II, section 206 program points out, "it is clear that the physi-
cal assets and operating efficiency of the company have deterio-
rated as the result of public sector management, whose perfor-
mance has worsened during the lengthy transition period between
the announcement of the full privatization objective in 1986" and
today. The $3 million first NPA tranche, scheduled for shortly
after full GPMB privatization in late FY92 or early FY93, is
designed to facilitate GOTG acceptance of a realistic valuation
of the GPMB, a step considered to be essential to successful
privatization.

Furttermore, it is likely that GOTG decision makers will
become persuaded that the chief benefit of privatizing the GPMB
will be the increased efficiency that will be achieved through
private operation. A private operator will repair the facili-
ties, and operate them with the right mix of inputs (labor,
materials, energy) to minimize production and transportation
costs. The result will be a more competitive industry, increased
exports, reduced waste, and higher levels of factor incomes going
to producers and transporters of groundnuts. 1In this scenario,
the GOTG will benefit by elimination of direct or indirect
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Assume that a study is conducted in 1992 leading to a new
tax that takes effect on January 1, 1993. The new law reduces
the company tax rate to 45 percent in 1993, 40 percent in 1994,
and 35 percent in 1995 and succeeding years. The new law also
establishes an accelerated depreciation schedule for plant and
equipment (e.g. 10-year, straight-line).

Assume further that the new tax structure induces additional
private investment, and as a result, the company tax base grows
by 5 percent annually (by 5 percent annually more than it would
have under the current tax structure). Under these assumptions
(as shown in the Table), over the period 1992-96 revenues from
the company tax would be approximately $2 million less than under
current law. The second tranche NPA disbursement would be more
than sufficient to cover such a short-run revenue loss, with a
balance remaining to offset other such losses (e.g., from reduc-
ing or eliminating stamp taxes.)

III. Social Feasibility

A. Criteria for Public Investment Program (PIP)

In May/June of each year, the GOTG updates its three-year
PIP which is one of the components of the country’s Policy
Framework Paper (PFP). Included in the PIP are all grant and
loan financed projects which the GOTG and parastatals are partly
or wholly implementing. The criteria that investments must
satisfy to qualify for inclusion in the PIP were established
under the ERP and are designed to ensure that priority and
efficiency considerations are met. The World Bank and IMF review
the projects with the GOTG as part of their monitoring responsi-
bilities of the PFP. However, only the World Bank’s Structural
Adjustment Credit (SAL) program has tranche release tied to the
PIP criteria.

Preparation of a PFP is a precondition for access by an
eligible country to resources under the IMF’s Enhanced Structural
Adjustment Facility (ESAF). However, it is non-operational in
the sense that it is not linked to any IMF lending. IMF perfor-
mance criteria and benchmarks are established separately under an
ESAF agreement and the criteria for the PIP are not included
therein. The conditions for tranche release of funds under the
World Bank’s SAL II do include adherence to the criteria and the
World Bank actively reviews them in its consultations with
Government. However, SAL II is drawing to a close and there are
no plans for a SAL III. Moreover, the IMF’s ESAF program is
drawing to a close. IMF representatives have indicated to
USAID/Banjul that The Gambia is soon to graduate and that any
follow-on program is likely to be a shadow program.

USAID/Banjul believes that adherence to the established
criteria for the PIP is crucial for efficiently allocating
Government resources. It is also crucial for ensuring that no
new parastatals are created which undertake activities that are
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subsidies to the industry, and collecticn of income taxes from
the company and its employees. Further, some of the company’s
prcfits will be reinvested in upgrading cof facilities.

It is possible to estimate an order of magnitude of the
financial impact of adjustment of the company profits tax which
constitutes a major second tranche reform. This tax currently
generates about $4 million per year in revenues. The Misison
assumes that, in the long run, as a result of increased private
investment induced by FAPE and continuing reforms, the revenue
base for this tax will increase enough to offset revenues fore-
gone due to a reduction of the company tax rate and accelerated
depreciation schedule. For several years, however, while the
base is growing, there will be some revenue lost, even if the
rate reduction is phased in over a three-year period.

The Table below shows a rough estimate of the foregone
revenues during the life of the Program.

FOREGONE REVENUE FROM REDUCTION OF
COMPANY TAX RATE

{$ Millions)

1992 1993 1994 1995 1996 Total
Baseline
Scenario:

Company
Taxable
Incomex* 8 8 8 8 8 40.0

Revenue**
(Rate=50%) 4.0 4.0 4.0 4.0 4.0 20.0

Alternative
Scenario:

Company
Taxable
Income 8 8.4 8.8 9.3 9.7 44.2

Reverue*
Rate 50% 45% 40% 35% 35%

Revenue 4.0 3.8 3.5 3.2 3.4 17.9

Revenue
Loss 0 .2 5 .8 .6 2.0

* Excludes turnover tax
*% Assumes 5 percent annual growth in company taxable income as
result of lower tax and accelerated depreciation.
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more efficiently carried out by the private sector. The criteria
limit political considerations in determining PIP priorities.
Adherence to the criteria will have no detrimental impact on
equity. 1In fact one of the criteria gives priority to human
resource development. an objective strongly supported by A.I.D.
and one which will benefit rural as well as urban communities.
Llthough the GOTG has committed itself to adhere to the criteria,
there will be no IMF or World Bank sanctions if adherence is
breached. Inclusion in FAPE will give the GOTG an additional
incentive to continue adhering to the criteria. Efficiently
allocating PIP expenditures will result in a larger and more
productive economy and promote faster economic growth.

B. GPMB Privatization

Unlike private firms, parastatals operate under multiple but
conflicting goals like profit maximization, employment maximiza-
tion and selection of workers based on party affiliation rather
than on qualifications and abilities. Privatization will improve
a firm’s
efficiency through a smaller but better qualified workforce,
better maintenance of equipment, and the introduction of new
technologies, all activities connected with a firm’s major
objective of maximizing profits.

In privatizing GPMB, the improvement in efficiency should
reduce the spread between the world market price for groundnuts
and GPMB’s ex~depct price, thereby benefiting farmers. Not all
of the reduction in operating costs will show up as a price
increase for the farmer as the firm will keep a portion as
profits and pay another portion as tax to the GOTG. We can
expect some benefit to be passed on to the farmer as GPMB is
currently operating at less than a third of capacity and the firm
will seek to attract a greater quantity of groundnuts, by paying
a higher price, thereby spreading overhead over a greater quanti-
ty. One can also reasonably expect the new privatized firm toc
work to increase the productivity of farmers through the intro-
duction of new seeds and inputs so as to reach capacity utiliza-
tion of the plant facilities. Consequently, instead of being a
drain on the GOTG’s budge¢:¢, because of subsidies, GPMB will
become a tax payer, will pay a more attractive groundnut price to
farmers, and will encourage farmers to increase their productivi-
ty. The elimination of subsidies and the need to borrow to keep
the firm viable will free up more funds for private and public
investment.

There is one important caveat. One needs to ensure that the
privatized firm cannot act as a monopsonist in buying groundnuts
from farmers. To that end, the Program contains a condition that
ensures no artificial barriers to entry of the private sector in
transport, processing, and marketing of oilseeds from The Gambia.
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LIKELY PRICE

IMPACTS OF PRIVATIZING GPMB

LEVEL | ACTIVITY ACTION AGENTS | IMPACT OF ISSUES
PRIVATIZATION
ON ACTIVITY
1 Farmgate Price |GCU, Private Increased Hest way to ensure that
Traders and because of 2 |GPMB pays an attractive
possibly GPMB price io to encourage com-
this year petition between buyers
for groundnuts, and devel-
op alternatives to ground-
nuts, like encouraging the
development of sesame
trade.
1A Transportation |GCU, Private None
& Handling Traders, pos-
Costs sibly GPMB
this year
2 Ex. Depot GPMB Increased but
Price not as much
as benefits
from 2A, 3A
and 4A beca-
use of 3B,
3C, 4B, and
4C
2A Transportation | GPMB With restora- |River transport cheaper
& Handling tion of barg- |than road but most barges
Costs es, costs non operable
decline
3 Procurement GPMB Uncertain
Cost because of 2
and 2A
3a Decortication |GPMB Decreased Efficiency should improve
Costs thereby reducing costs.
Renovation to plant and
equipment is needed.
3B Profits Residual Increased but

increase due
to 2A and 3A
will be off-
set in part
by 3C and 2
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3cC Taxes GOTG Increased In the past, an export tax
was paid but it was dis-
continued as part of the
ERP. GPMB is not subject
to a profits tax but it is
supposed to pay a turnover
tax. There is no evidence
in the company reports
that the tax ise paid.
With privatization, the
firm will become a tax
payer, 2c long as it is
profitable.
LEVEL | ACTIVITY ACTION AGENTS | IMPACT OF ISSUES
PRIVATIZATION
ON ACTIVITY
4 FOB Price De- |World Market |{|No Change
corticated
Groundnuts
4A 0il Presesing GPMB Decreased In the past, consultants
Costs indicated GPMB lost money
by pressing. New technol-
ogy aad equipment needs to
be introduced in order for
it to be a viable opera-
tion
4B Profits Residual Increased but | Assuming new technology,
not as much profits will be made
as benefit
from 4A be-
cause of 4C
4C Taxes GOTG Increased Assuming new processing

technology is introduced,
pressing oil will be prof-
itable and taxes will be
paid

FOB Price for |World Market |No Change
oil

C. Tax Reform

The tax benefits associated with the Development Act of 1988
are limited to qualifying industries and are limited in duration.
Non-qualifying firms can make a separate appeal to the Minister
of Finance and Economic Affairs for a duty waiver on imported
capital equipment or inputs. However, the process is not trans-
parent and could be subject to abuse. To apply for a Development
Certificate (DC) is a time consuming, bureaucratic process, often
taking up to two years. Consequently, the economy is subjected
to the opportunity cost of lost output that would have occurred
if entrepreneurs has started their business earlier. The program
is subject to abuse in the sense that some firms have closed down
after their tax benefits expired and then reapplied « d reopened
under a different firm name. Surveys in the United States have
shown that tax incentives offered by individual States have
ranked very low in influencing firms to locate in their State.

If the existing tax schedules are so onerous that tax
credits must be given in order to encourage investment, then the
tax schedules should be revamped so that all industries can
benefit over their entire life. That is one objective of the
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FAPE program - to revise the tax codes so that they raise suffi-
cient revenue to finance Government operations but have a minimal
impact on investment decisions. To achieve that, the entire tax
system must be examined and revised.

There are a number of expected benefits. Delays associated
with the DC application process will be eliminated. Firms will
operate sooner and, thereby, contribute earlier to generating
employment and output. The windfall that some firms are receiv-
ing because they would have established a business even without a
DC will be eliminated. All firms and industries will be treated
equally. Consequently, any ureconomic resource allocation
effects will be eliminated because particular sectors will no
longer be favored. The Government will save on the scarce
financial, economic and analytical skills that must now be used
in evaluating applications. Those skills can best be used
elsewhere. Eliminating arbitrary granting of tax credits and
waivers will make the whole tax system more transparent and
eliminate the potential for abuse. Finally, a tax system that
has been evaluated and established on the basis of overall
considerations of generating adequate revenues while at the same
time including efficiency and equity considerations will be more
conducive to attracting investment and thereby generating jobs
and output for the entire Gambian population.

D. Legal Reform

Many current laws and regulations are incecnsistent with the
reforms enacted with the ERP or with current business practices.
In addition many business activities, like leasing, are not
covered in existing legislation. Consequently, these inconsis-
tencies and voids create uncertainty in the minds of potential
investors and can result in some firms not taking advantage of
potential profit making opportunities. Investors want to be
protected by law. Without that protection, investment will be
lower, making for fewer firms, fewer employment opportunities,
and less aggregate output. Legal reform and enactment are needed
to redress the problens.

IV. Institutional Feasibility

Privatizing GPMB is the key institutional change required by
this program. GPMB has shown considerable ability to resist
change by the use of deiaying tactics and dissembling as it did
in resisting the use of its facilities by the private sector in
the 1990/91 crop year. Historically its power base has been its
command of budgetary and Central Bank resources domestically, and
its international marketing of The Gambia’s major domestic
export. It was viewed as the GOTG’s major source of foreign
exchange. However, the importance of GPMB in the Gambian economy
has fallen in recent years.

The banking system is capturing convertible foreign curren-
cies from the trading system and other exports have shown in-
creasing strength as foreign exchange earners. Likewise tourism
has grown steadily, and the proportion of foreign exchange from
tourism accruing to the economy has increased. The overall
effect of GPMB’s inefficiency and the increasing strength of non-
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groundnut exports, tourism and trade mean that GPMB is no longer
critical as a source of foreign exchange. The new-found strength
of the dalasi, its relative ease of conversion, increases in
trade and tourism makes the GPMB a net liability, requiring
significant Government resources to stay in operation. The GOTG
now wishes to accelerate privatization.

The fact that the GPMB has grossly neglected to maintain its
plant and equipment make its privatization a difficult task.
What private sector company would consider buying its unprofit-
able, dilapidated plants and at what price? The answers to these
questions are first that the GPMB is not inherently unprofitable.
It appears to be unprofitable because it has been run less for
the benefit of its shareholder, the GOTG and more for the benefit
of its senior employees. There are significant unexplained
losses of groundnuts from GPMB facilities every year and there
are other indications that the Government is not realizing the
level of income warranted by the size of the trade and GPMB’s
former monopoly position in the market. Private sector consul-
tants now in charge of plant operation and responsible for the
recent dramatic improvements in plant efficiency, privately
indicate that they believe that the company could be profitable
in very short order. 1In fact, even while offering an historical-
ly high price this season, the GPMB stands to make a 30% profit
on every ton of groundnuts it can market internationally.

At what price and under what circumstances could GPMB be
marketed? GPMB facilities are notoriously run down. The main
cil plant at Denton Bridge even stands to have the ground washed
from under it by encroaching ocean waves. It plant presents a
dismal picture of roofless buildings and crumbling walls. But it
boasts a power plant which if linked to the grid could add 8% to
The Gambia’s electrical power supply, using groundnut shells as
fuel. The replacement cost of GPMB’s equipment is over $3
million.

Two expatriate engineers working under significant handicaps
have raised the efficiency rating of the plant from 70 - 75% and
the quality of decorticated grourndnuts produced is well above
world market standards for Fair Average Quality. GPMB has
several excellent engineers who know their jobs inside out.
Adding these facilities to the upriver decorticating plants and
depots could give GPMB a reasonably high market value perhaps as
high as $7-10 million. The FAPE program would dedicate resources
to a more accurate valuation early in the program as well as for
the final steps of privatization so that the GOTG does not have
to rely entirely upon NIB’s experience in this respect. Since
the GOTG is fully committed to GPMB’s privatization, it is the
judgment of USAID/Banjul that it is feasible.

As of fiscal year 1990/91 the GOTG had privatized or closed
some thirteen SOE’s and at present stands committed to privatiz-
ing GCDB and GPMB, the largest and most obvious candidates.
However, the FAPE program calls for additional privatization of
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SOE’s and requires the GOTG to develop and implement a multi-year
divestment plan which would involve at least one additional
privatization during the life of the project. There are several
candidates for this additional privatization, e.g., the Livestock
Marketing Board (LMB) and Garbia Airways. The GOTG has informal-
ly indicated its willingness to divest itself of the Livestock
Marketing Board which has the monopoly on livestock slaughter in
the capital area and on livestock exports. The institutional
feasibility of privatizing these and other institutions will
depend to some degree on the successful privatization of GPMB and
GCDB. Once these institutions have been privatized the ability
of others to resist the process would be greatly diminished.
Again the program allocates resources for necessary preliminary
studies and implementation of the privatization rrocess.

The medium to long term success of the program depends to a
significant degree on the program’s ability to effect changes in
the operations of the NIB by focussing its attention on systemat-
ic assistance to potential investors, using a case method ap-
proach and designing and implementing systems for the direct
promotion of investmznts, joint ventures and privatizations.

This would require its moving away from the responsibility for
oversight of SOE’s through the administration of the management
contracts, an activity which has invested staff time without
apparent benefit to the Gamwian economy. Through the direct
provision of technical assistance and by reducing the number of
state-own enterprises, the Mission believes that it is possible
to focus NIB’s strength on its main tasks, the promotion of
investment and privatization.

the largest and most obvious candicates. However, the FAPE
program calls for additional privatization of SOE’s and requires
the GOTG to develop and implement a multi-year divestment plan
which would involve at least one additional privatization during
the life of the project. There are several candidates for this
additional privatization, e.g., the Livestock Marketing Board
(LMB) and Gambia Airways. The GOTG has informally indicated its
willingness to divest itself of the Livestock Marketing Board
which has the monopoly on livestock slaughter in the capital area
end on livestock exports. The institutional feasibility of
privatizing these and other institutions will depend to some
degree on the successful privatization of GPMB and GCDB. Once
these institutions have been privatized the ability of others to
resist the process would be greatly diminished. Again the
program allocates resources for necessary preliminary studies and
implementation of the privatization process.

The medium to long term success of the program depends to a
significant degree on the program’s ability to effect changes in
the operations of the NIB by focussing its attention on systemat-~
ic assistance to potential investors, using a case method ap-
proach and designing and implementing systems for the direct
promotion of investments, joint ventures and privatizations.

This would require its moving away from the responsibility for
oversight of SOE’s through the administration of the management
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coNtracts, an activity which has invested staff time without
apparent benefit to the Gambian economy. Through the direct
provision of technical assistance and by reducing the number of
state-own enterprises, the Mission believes that it is possible
to focus NIB’s strength on its main tasks, the promotion of
investment and privatization.

Making the NIB a true one-stop-shop, which it already claims
to be, will depend on the program’s success in instituting a case
method of handling potential investors, and on success in shift-
ing from the development certificate system approach to a more
broad-base approach for investment incentives. Briefly, at
present the Ministry of Trade is heavily involved in assessing
potential investment, licensing and other functions. It also
participates in the decision making process leading to the
granting of development certificates. Even the Cabinet gets
involved in the final decision on whether to grant tax holidays
and other incentives. With the elimination of the development
certificate and by relying on the elimination of tariffs on
capital equipment and intermediate goods, the reduction of the
company tax and the establishment of an accelerated depreciation
schedule, all investors would be offered the same advantages with
fewer steps and much less time required to begin operations. The
NIB staff could easily handle each company’s need for guidance in
the licensing and registration process. The Mission does not
foresee significant resistance to these changes and concludes
that it is feasible to streamline NIB for greater effectiveness
in investment promotion.

No fundamental institutional changes are required to effect the
improvement of the statutory regime affecting financial transac-
tions through technical assistance, consultancies, training and
equipment for the Ministry of Justice. Although this program
will provide the first opportunity for the USAID Mission to work
directly with the Ministry, the nature of the changes are uncon-
troversial and revenue neutral.

V. Impact and Development Fund for Africa (DFA)

The FAPE program meets the Africa Bureau Guidance under the
DFA legislation. By creating an enabling environment and in-
creasing investment, the poor and disadvantaged will have the
greatest opportunity for finding employment. The right enabling
environment will also give equal opportunity for entrepreneurs to
pursue profit making ventures. All components address either of
the following two Critical Sectoral Priorities: Agricultural
Production, including ayricultural marketing activities or
Income-Generating Opportunities. 1In addition the components meet
the DFA purpose which is to "help the poor majority of men and
women in sub-Saharan Africa to participate in a process of long-
term develcpment through economic growth that is equitable,
participatory, environmentally sustainable, and self-reliant."
The private sector emphasis of FAPE is consistent with the DFA
purpose and assistance" will be used to promote sustained econom-
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ic growth, encourage private sector development, promote individ-
ual initiatives, and help to reduce the role of central govern-
ments in areas more appropriate for the private sector." A
summary of major FAPE components and their correspondence to the
above follows:

A. NPA conditionality
1. PIP Criteria

In order to promote off-farm emnloyment in micro- and small-
scale enterprises, basic infrastructure and basis human skills
must be in place. That is sorely lacking in The Gambia. The
Government has assumed the responsibility for supplying the
infrastructure and increasing basic skills. The means of imple-
menting that responsibility is by allocating expenditures through
the Public Investment Programn.

Adherence to the PIP criteria effectively eliminates most
political considerations in allocating public investment.
Without the criteria, self-interest groups could be very effec-
tive in mobilizing Government resources in support of their
activities even though more productive alternatives exist. It is
seldom that the vulnerable groups, like the poor, have enough
clout to influence Government decision markers. The most equita-
ble and productive way to allocate public investment is to
require that the investments meet the efficiency criteria. With
the criteria, public investment is more likely to be directed at
rehabilitating and expanding the country’s infrastructure which
will support expanded job opportunities for all Gambians and at
supporting human resource development throughout the country.
The established criteria also prevents the Government fromr
undertaking investments of potential interest to the private
sector, which is a component of the DFA.

2. Privatization of GPMB

Groundnut production is the most important source of cash
income for the majority of Gambians. Unresponsive and ineffi-
cient management of GPMB has held back further development and
growth in the groundnut sector. Marketing and production effi-
ciencies must be undertaken to turn the firm around. The FAPE
program will achieve that by privatizing the company and giving
the incentive, through profits, to make the necessary changes.
This will contribute tovards two of the Critical Sectoral Priori-
ties, agricultural production and income generating opportunities
and at the same time meet the purpose of DFA.

3. Tax Reform
The tax system influences the incentives entrepreneurs receive
and consequently the signals which guide their activities. 1In
order to promote income-generating opportunities, it is essential
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that an efficient, coherent, and equitable tax system be in
place. By designing a tax system to raise adequate revenue to
support essential Government services but not discourage nor mis-
allocate investment, then the influence of the system on incen-
tives will be minimal and more productive investment will take
place. That offers the greatest opportunity for generating
employment and output.

4. Legal Reform

The legal system must protect and support property rights and
the rights of individuals, whether they be investors, borrowers,
creditors or consumers, in order that all participants feel
secure enough to risk their current savings and future earnings
in taking advantage of income-generating opportunities. The FAPE
program will support the reform of the legal system so that it
does safe guard those rights.

B. Project Activities in Support of Firm and Industry
Level Assistance

In allocating assistarnce in support of firms and industries,
FAPE will target resource based, export oriented firms. Among
these, priority will be given to women owned or managed enter-
prises, or enterprises which can demonstrate significant impact
on A.I.D. target groups such as the urban poor. Support will be
given to private and voluntary organizations in conformity with
the DFA.
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ANNEX A: REQUEST FOR ASSISTANCE

%
THE REPUBLIC g » OF THE GAMBIA

Ministry of Finance and Economic Affairs,
The Quadrangle,

Banjul,

The! Gambia.,

30 April 1991

Request for a Non-Project Assistance Grant for The Gambia

Dear Mr Stone,

As you are aware, the third and final tranche of the AEPRP grant
was disbursed in the last quarter of 1990 and the Economic and
Financial Policy Analyses Project (EFPA) will come to an end in
September 1991. This assistance has enabled The Gambia to make very
significant prcgress in the management of the economy and the
creation of the preconditions for sustainable economic development.
Much remains to be done, however, and the continued generous
support of the United States will play an indispensable part in
helping us to maintain the momentum for economic reform and to
build on our achievements to date.

The Technical Assistance that has been provided under the EFPA
Project has played a very important part in establishing fiscal
controls and monitoring our progress towards the rehabilitation of
the public finances. While substantial progress has been made in
training Gambian staff to assume responsibility for these tasks,
we still require continued technical assistance and further
training in these areas.

The emphasis of the Programme for Sustained Development, launched
last year, is on the private sector as the main engine of economic
development in The Gambia., We recognise that further reforms will
have to be implemented before we could be said to have created a
truly facilitating environment for private sector investment.
Reforms are needed particularly in the tax and legal systems, and
in our investment promotion instruments. Moreover, major progress
has been made in the Government's ambitious programme of
divestiture o1 state enterprises. We are committed to the
privatisation of the Gambia Produre Marlieting Board by end-1992,
a year ahead of the date proposed in the USAID-funded study.
Further assistance is required in order to complete this programne
on schedule.

Over the period of the last non-project grant, the financial,
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inflow of external assistance was used to build up the country's
external reserves to a level that provides some protection against
the external shocks that could otherwise threaten the country's
financial stability. Government has recorded a matching
improvement in its credit position with the Central Bank. However,
the serviciag of external debt and the bunching of certain
rescheduled debts early in the present decade will make heavy
demands on the country's foreign exchange earnings.

My Governm:nt is committed to sustaining the efforts that have been
made to scabiliee the public finances, improve the effectiveness
of public administration, raise the efficiency of the public
investment programme and create an environment in which the private
sector can make its full contribution to the development of the
economy. However, further external support 1s required to
sunricment the limited resources that are available within the
country. In particular, changes 1in the tax regime and the
divestiture programme will involve substantial costs that could not
be met from domestic resources. My Government 1is therefore
requesting that USAID fund a new $18 million grant to The Gambia
in support of fincncial and private enterprise development.

We appreciate the generous assistance that your government has so
helpfully provided to this country under previous programmes. We
hope that you will be able to vontinue to support our programme for
the development of the economy.

Saihou S. Sabally
Minister of Finance and Econowic Affairs

Mr J,M, Stone,

AID Representative,
USAID,

60 Leman Street,
Banjul,

The Gambia.
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NARRATIVE SUMMARY

GOAL:

Increased private
investment in the
economy .

ANNEX B
LOGICAL FRAMEWORK
THE GRAMBIA

FINANCIAL AND PRIVATE ENTERPRISE DEVELOPMENT PROGRAM
(635-0232, 635-0237)

OBJECTIVELY VERIFIABLE
INDICATORS

MEASURES OF GOAL
ACHIEVEMENT

1. Private investment in
The Gambia reaches and
remains at no less than

10 % of GDP by 1995 with
demonstrable trend
ultimately to exceed the
level of public investment.

2.Real Per Capita GDP grows
in excess of 2.0% per
annum.

3. Private sector
employment increases
annually.

4. Percentage of GDP
generated by private
enterprises increases
annually.

5. Export earnings from
traditional and non-
traditional export products
increased.

MEANS OF VERIFICATION:

1. GOTG Economic Data:
National Income Accounts;
IBRD/IMF data

2. IMF/IBRD Economic Data

3. cCentral statistics
Dept, Census Data.; USAID
Monitoring and Evaluation
(M & E) program.

4. Ministry of Finance,
Special Studiee and
Statistics Unit data.

5. Ministry of trade data,
national income accounts.

IMPORTANT ASSUMPTIONS

1. No catastrophic drought.

2. Political stability
maintained.

3. Slowdown of world economic
growth is short-lived and of
limited magnitude.

4. Incremental Capital Output
Ratio for The Gambia is
approximately 3.6 (based on
historical data).

5. Potential investors will
respond positively to
incremental changes in the
investment climate in The
Gambia.

6. Public Investment remains
constant at 13% of GDP



NARRATIVE SUMMARY

PROGRAM PURPOSE:

Enhance the enabling
environment for
increased private
investment and
growth of resource
based private
enterprises.

ANNNEX B:

OBJECTIVELY VERIFIABLE
INDICATORS

CONDITIONS THAT WILL
INDICATE PURPOSE HAS BEEN
ACHIEVED- END OF PROGRAM
STATUS

1. Increased aggregate
earnings from and increased
employment in resource-
based private enterprises.

2. Enhanced efficiency &
profitability of the
Gambian oilseeds industry
and increased income
opportunities for rural
oilseed producers.

3. Macroeconomic policy
framework conducive to
private investment and
growth of private enter-
prises sustained and
deepened.

4. Public Investment
Program satisfactorily
implemented.

5. Enhanced international
competitiveness of The
Gambia's business and
investment climate
improved.

6. The Gambia's inter-
national credit standing
improved.

FAPE PROGRAM LOGFRAME

MEANS OF VERIFICATION:

1. National income
accounts; employment
figures; census data;

2. National Income
Accounts, tax records,
annual income statements of
private enterprises in
groundnut industry, GOTG
agricultural production
data.

3. GOTG, MFEA, IMF economic
data on: inflation,
exchange rates, savings
and invest-ment, fiscal
deficit, balance of trade.

4. Review of annual budget.

5.Investment data and
discussions with inter-
national finance agencies
(e.g. OPIC, APDF, IFC),
firmholders, investment
partners, managers of
financial inetitutions.

6. IMF/IBRD records.

IMPORTANT ASSUMPTIONS

1. GOTG fully committed to
market determined PFP and
implementation of the PSD.

2. World market prices
continue to justify
production of groundnuts or
other oilseeds in The Gambia.

3. COTG implements FSRP and
other program agreements
effectively.

4. Continued donor support of
The Gambia and efi~=ctive
project implementation.

5. ¥Wage rates remain
competitive internationally.
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NARRATIVE SUMMARY
PROGRAM OUTPUTS

1. Partial payment of GOTG
foreign exchange obligations.

2. GOTG adherence to criteria
established for the Public
Investment Program.

3. Elimination of all
artificial barriers to entry
of the private sector in
transport, processing and
marketing of groundnut
products.

4. Sustained capacity of the
GOTG to formulate and
implement sound economic
policies and budgeting
procedures.

Sa. Continued reduction of
the role of the public sector
in production and marketing
of goods and services.

b(i). Review and revision of
tax system in favor of
increased private investment
and expansion of private
enterprises including
financial institutions.

ANNEX B:
OBJECTIVELY VERIFIABLE INDICATORS
MAGNITUDE OF OUTPUTS

1. $9.0 million of public foreign
exchange obligations met.

2. PIP investments conform to criteria
regarding source of financing, pre-
feasibility analysis, calculation of
internal rate of return, and recurrent
costs; GOTG honors commitment not to
invest in projects of poterntial
interest to the private sector.

3. Majority, beneficial ownership of
GPMB or assets transferred to the
private sector; GRTC closed and assets
liquidated. cConditions of sale ensure
fully competitive environment in
oilseed transport, processing and
marketing.

4. Performance targets and benchmarks
established under the Policy Framework
Paper satisfactorily acheived.
Structural adjustment program sustained
and deepened.

Sa. Multi-year divestment plan and
schedule developed and implemented and
at least one additional parastatal
other than GCDB or GPMB privatized.

b(l). Corporate income and turnocver tax
rates reviewed and competitively
adjusted; duties on capital equipment
adjusted to promote private investment
in resource based enterprises.

FAPE PROGRAM LOGFAME

MEANS OF VERIFICATION

1. Federal reserve bank
records.

2. Six monthly review of

GOTG budget documents
and public investment
records; GOTG submis-
sions to satisfy NPA
conditionality.

3. Ownership records,
legal gazette,
Parliamentary record:
GOTG submissions to
satisfy NPA
conditionality.

4a. Macroeconomic
performance indicators;
status of IBRD, IMF and
other dcnors programs;
PIR’s from TA team.

5. GOTG submissions to
meet NPA conditionality;
Mission ® & E program.

b. Tax commissioner
records; official
customs/duties schedule;
government revenue
record.

IMPORTANT ASSUMPTIONS

1. Program grants are
used for debt service.

2. Commitment of GOTG
to free enterprise
remains strong.

b. Effective
coordination with other
dornors.

3a. Private Sector can
absorb GPMB assets.

b. Financial sector
deepening under FSRP
and IBRD programs
continues.

4. Close cocperative
working relationship
between TA and MFEA
counterparts is
sustained; no lapse of
advisory services.

5. MOJ and MFEA can
effectively implement
legislative reforms and
tax code revisions.

——



OUTPUTS (continued)

ii. Revision of GOTG private
investment incentives policy
to eliminate hidden coests,
bureaucratic delays,
redundant approval processes,
and lack of transparency.

c. Modernization, revision,
2nd ainplification of
statutory regime affecting
financial transactions and
formation, operation, and
closure of private
enterprises including
financial institutions.

6a. Strengthened capacity of
Gambian entrepreneurs to
start up new businesses,
expand or diversify existing
enter-prises, or otherwise
increase income and
employment opportunities in
or in support of resource-
based industries.

b. NIB and other public,
private or voluntary invest-
ment promotion and business
agsociations strengthened to
promote investment projects

and serve better the advocacy

and information needs of
private enterprises.

ANNEX B: FAPE PROGRAM LOGFRAME

OBJECTIVELY VERIFIABLE INDICATORS
MAGNITUDE OF OUTPUTS

{i. Incentives granted under the
Development Act replaced by across the
board tax and duty adjustments and/or
Development Certificate application
process streamlined; NIB's “"one-stop
shop” facility empowered to expedite
investment approval process.

c. Companies Act, Business Registration
Act, Development Act, Customs Act
modernized; commercial code, accounting
convention established; new legislation
drafted to guide lease/purchase,
bankruptcy, issuance and trade of
secur—-ities, Good Government, and/or
other initiatives as warranted;
Registrar General's office
computerized.

6a(i) Solutions proposed to address
priority constraints to growth of 4
resource based industries (e.qg.
commercial agric.; horticulture;
fisheries, housing).

(ii) Priority external training needs
of 25 private sector individuals or
firms identified and met; priority in-
country firm level training needs of 10
firms identified and met; priority
technical assistance needs of 10 firms
identified and met; extracrdinary
development costs and/or risks
mitigated for B8 new or expanded private
firms in productive sectors.

(b) Linkages to export markets, foreign
investment partners, offshore
financing, new technologies, and
information

markets more firmly established.

VERIFICATION

ii. Discussions with
private investors; MTIE
reccrds; legislative
record, NIB reports.

c. Project implement-
ation reports; review of
legislative record.

6a. Mission and REDSO
contract office records;
Project Implementation
Reports.

b.NIB annual reports,
results of investment
missions, Mission M & E
program.

ASSUMPTIONS

6. Assessments have
accurately identified
constraints to growth.



NARRATIVE SUMMARY

PROGRAM INPUTS

1. Non project assistance to
the GOTG.

2. Conditions precedent and
covenants.

3. Technical Services to
support GPMB privatization.

4. Project Assistance to the
Ministry of Finance and
Economic Affairs.

Sa. Technical services for
medium-term privatization
plan.

b. Tax administration
training.

c. Project Assistance to the
Ministry of Justice.

ANNEX B: FAPE PROGRAM LOGFRAME

OBJECTIVELY VERIFIABLE INDICATORS

IMPLEMENTATION TARGET (TYPE AND
QUANTITY)

1. Conditioned foreign exchange grant
of $9.0 Million.

2. Three tranches of $3.0 million each
disbursed over five years.

3. Short term consultancies to assist
the GOTG to formulate an action plan,
value assets, prepare prospectus, and
complete transfer of ownership of the
GPMB to the private sector under
conditions conducive to sustained
competition in the industry: up to 4
buy-ins toc appropriate IQC.

4. Long term advisory services: 6 py;
short term advisory services and
consultancies: 11 pm; short term
participant MFEA training: 6 programs;
long term MFEA training: 4 degree
programs; vehicle, computers, supplies
and ouner equipment in support of
project purpose and goal: $185,000.

S5a. Three studies undertaken to
identify appropriate privatization
targets, develop an action plan for
transfer of ownership, and assist in
implementation.

b. IRS/PASA for in-country tax
administration training: 1 py.

c. Legal advisory services to Attorney
General's office: 18 months; Technical
assistance to Registrar General's
office: 12 months; office equipment
including computers, copy machines,

court reporting equipment, and supplies

for Registrar General and Attorney

General's offices; training of staff in

Registrar General's and Attorney
General's Office: 4 participant
training programs; 2 court reporter
courses; 2 in-country staff training
programs on revised legislation.

MEANS OF VERIFICATION

l. Records of the
Central Bank of The
Gambia.

2. Program Agreement;
GOTG submissions; RLA
clearances.

3. Records of REDSO or
RID/W contracts office.

4. USAID/Banjul records,
contracts, Project
Implementation reports.

5. AID Records; GOTG
submissions to meet NPA
conditionality; Mission
M & E Program; PIR's.

IMPORTANT ASSUMPTIONS

1. Project is approved
and GOTG meets CP's.

4. RFP and negotiations
with selected
contractor in time to
allow uninterrupted
coverage.



INPUTS (continued)

6. Project Assistance to
selected private enterprises,
entrepreneurs, non-government
organizations, and financial
institutions.

b. Project Assistance to
public and private investment
promotion, non-governmental
organizations, and private
and voluntary business
development associations.

7. Program Manager

8. Impact Monitoring

9. Evaluations and Audit

ANNEX B: FAPE PROGRAM LOGFRAME

IMPLEMENTATION TARGET (TYPE AND VERIFICATION
QUANTITY)
6. Long term technical advisory 6. Contracts;

services and support: 4 py; industry
level support analyses: 4 studies; firm
level technical training: 10 grants;
firm level/individual participant
training: 25 programs; in country
business development and management
training: 4 programs; firm level
technical assistance: 10 grants; firm
level enterprise creation/ expansion
assisterce: 8 contracts or grants.

{procurement records;
PIR's; grant agra2ements

b. Computers, office equipment,
communications, supplies, and services
to public and/or private business
asgociations: $125,000; services and
supplies for development of promotional
literature: $100,000; U.S. Investors
promotion missions; 8 visits; short-
term participant inveastment promotion
related training: 10 programs.

7. Personal Services Contract for 7. AID records
Program Management.

8. Five periodic surveys for impact
monitoring.

9. Two evaluations and one Audit

ASSUMPTIONS



ANNEX C: FAPE SUPPORT PROJECT ESTIMATED BUDGET
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ANNEX C

FINANCIAL AND PRIVATE ENTERPRISE SUPPORT PROJECT BUDJET

TOTAL LOP FUNDING: (SUPPORT PROJECT):

PART 1:

1.
111,
Iv.
V.
vI.

PART 2:

1. MIS

A. PS

SUMMARY BUDGET:

MISSION PROJECT MANAGEMENT
BUY-INS FOR GPMB PRIVATIZATION
SUPPORT TO MINISTRY OF FINANCE
SUPPORT TO MINISTRY OF JUSTICE
PRIVATE SECTOR ASSISTANCE
CONTINGENCY

DETAILED BUDGET:

SION PROJECT MANAGEMENT

C PROJECT ADMINISTRATOR

B. EVALUATIONS

C. AU
D. SU

11. BUY

I11. sup

DIT
RVEYS/IMPACT MONITORING

-INS FOR GPMB PRIVATIZATION

PORT TO THE MFEA

A. LONG TERM TECHNICAL ADVISORS

(2 PE
B. SH
(1 p
D. TR
E. TR

OPLE @ $200,000/py x 3 YRS)
ORT TERM TA

ERSON MONTHS @ $30,000/PM)
AINING OF MFEA STAFF

AINING OF TAX ADMINISTRATORS

F. COMMODITIES

Iv. L]

A. AT
1.
\
2.
6
3.

4.

INISTRY OF JUSTICE

TORNEY GENERAL’S CHAMBERS

Long term legal advisor
person year @ $250,000/yr)
Short term legal draftspeople
person months @ $30,000/pm)

8,350,000

8,350,000
500, 000
200,000
2,350,000
850,000

3,855,000
595,000

500,000
300,000
60,000
15,000
125,000
200,000
2,350,000
1,200,000
330,000
435,000
200,000
185,000
850,000

505,000

External Training in commercial/international law
(4 participant programs & $10,0000/program)

Computers/0ffice Equipment

250,000
180,000

40,000
35,000



B. REGISTRAR GENERALS OFFICE
1. Office equipment
2. Technical assistance
(up to 12 person months @ $125,000/ py)
3. Staff trainirg
(4 program @ $10,000/program)

C. JUDICIAR'Y DEPARTMENT
1. Court reporting equipment
2. Training for court reporters
3. In-country staff training

V. PRIVATE SECTOR ASSISTANCE

A. LONG TERM TECHMICAL ADVISOR
1. SALARY/SENEFITS/COMPANY OVERHEAD
(4 YEARS $300,000/YK)
2. SUPPORT
a. Computer/coftware/printer
b. Office Equipment
c. Communications
d. Project Vehicle

B. FIRM LEVEL SUPPORT

1. FIRM LEVEL TRAINING
a. In-country/Industry specific
(10 GRANTS @ $30,000/GRANT)
b. Short term technical participant
(25 participants/year @ $10,000/p)
2. FIRM LEVEL TECHNICAL ASSISTANCE
(10 GRANTS @ $50,000/GRANT)
3. FINANCIAL SUPPORT START-UP/EXPANSION
(8 GRANTS @ $50,000/GRANT)

C. INDUSTRY LEVEL SUPPORT
1. INDUSTRY LEVEL STUDIES
(4 STUDIES @ 50,000/STLOY)
2. WID/MICRO ENTERPRISE LOCAL TRAINING
(10 LOCAL PROGRAMS & $10,000/PRG)
D. INVESTMENT PROMOTION ACTIVITIES

1. OFFICE EQUIPMENT, SUPPLIES, SERVICES

(N1B; CHAMBER; BUSIMESS ASSOC.’S; NGO’S )

2. SHORT TERM TECHNICAL ASSISTANCE
(6 PERSON MONTHS @ $30,000/PM)

3. PRODUCTION OF PROMOTIONAL LITERATURE
($25,000/YR x 4 YRS)

4. U.S. INVESTOR PROMOTION TRAVEL

(2 U.S. INVESTORS/YR @ $6,250/1 X 4 YRS)

5. PIET TRAINING

(10 PARTICIPANTS @ $10,000/P)

6. PRIVATIZATION STUDY FUND

(3 STUDIES @ $75,000/STUDY)

VI. CONTINGENCY

200,000

145,000
3,855,000
1,325,000
1,450,000
300,000
780,000
595,000

35,000
125,000

40,000

40,000
60,000
45,000

1,200,0C0

125,000

550,000

500, 000

400,000

200,000

100,000

125,000
180,000
100,000

50,000
100,000

225,000

15,000
35,000
50,000
25,000

300,000

250,000



ANNEX D:

INITIAL ENVIRONMENTAL EVALUATION



ANNEX D
INITIAL ENVIRONMENTAL EXAMINATION

CATEGORICAL EXCLUSION

PROCECT COUNTRY: The Gambia
PROJECT TITLE: The Gambia Financial and Private Enterprise

Program (635-0232)
The Gambia Financial and Private Enterprise
Support Project (635-0237)

FUNDING: FY(s) 91-95 U.S.$__17.35 million
IEE PREPARED BY: - Idrissa Samba

Regional Environmental Advisor

REDSO/WCA

ENVIRONMENTAL ACTION RECOMMENED:

Positive Determination
Negative Determination
Categorical Exclusion XXX
Deferral

SUMMARY OF FINDINGS:

The components of the 5-year program and project are eligible
for categorical exclusion as follows: the techn1cal assistance and
training comporents under 22-CFR-216.2 (C) (2) f&$, the conditioned
cash grant under 22-CFR-216.2 (C) (2)., ; and the associated
commodities component to enhance the e bling environment for
increased private investment and growth of rlvate enterprises in
The Gambia also under 22-CFR-216.2 (C)- Ni)?

CLEARANCE:
AID Representatlve. DATE: é&(?/ﬂ;/
CONCURRENCE: ﬁéﬁé~véljf
Bureau Ironmenhta¥Officer: APPROVED: e
DISAPPROVED: , Y,
DATE: <}/3¢/3/
CLEARANCE: .
£ C‘/,j, S
GC/Africa: /~"?/ Eﬁ) DATE://ﬂﬂ 74/€;;>

b
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'.?EDLASSIFIE{) ANNEX D: FAPE
_ ACTION: AID-4 TNFO: 20 2
MMM y7020IL0749FFV268 v 10C: 161 302
R%C%UFHJL - os {4 AUG 0@  174F
~  DE RUERAR #7464 226124/ \ AR CN: 32124
INR DUUUY ZZF G-\L3 CHRG: AID
R 1412437 AUC 92 DIST: AID
= FM AMEMBASSY ABIDJAN
"'+ T0 RUEEC/SECSTATE WASEDC 2K86
RUTEJL/AMEMBASSY BANJUL 3268
~ an -
~ UNGLAS ABIDIJAN 17464
" AIDAC
annn 80!
STCSTATE POR AFR/PD/SVAP
¥.0, 123561 N/A
SUBJECT: GAMRIA FINANCIAL ANTD PRIVATE ENTERPRISE
'~ DEVELOPMENT FROGRAM (635-0232) - ITE
~ SINCE REVISED PAIP DID NCT INCLUDE IZF WHICH WE POTCHED
“~ ™0 BANJUL SEVERAL WRLKS AGC, YE ASSUME IT WAS NEVER
RECETIVED OR IT™ DID NOT ARRIVE IN TIME. [N ORDER 70
~ RYPEDITE REVIFW PROCESS, PLEASE FIND BEREUNDER TRXT OF
TRE TC B® INCORPORATED IN PATIP. ORIGINAL WAS EERN §
AN PONCIED 7O RANJUL. PLEASE NOTE THAT THIS NEY I%E g)!
DIFFERS FROM TRE EARLIER ONE POUCHED TO BANJUL NHAICH IS
~  NOW ORSOLETE.,
OUOTE
- TNITTAL ENVIRONMENTAT, EXAMINATION
= OR
Sl CATEGORICAL EXCLUSTON
PROJECT COUNTRY s THE GAMBIA
AN PROJECT MITLE: GARIA FINANCIAL AND PRIVATE on
& ENTERPRISE DEVELOPMENT -
- PROGRAM (635-2232)
© FUNDING: FY(S) 91/95 US$ 13,223,029
IEE PREPARED RY: IDRISSA SAMBA
o= REGTONAL ENVIRONMENTAL ADVISOR
= REDSO/HC A
© ENVIRONMENT ACTION RECOMMEMDED: 7
|
nank _ POSTITIVE DETERMINATIONT  oevsnvnnnnonneess an!
X o '@EGATIVE DwTER:"II‘JﬁTION: # e 0 99 49BN DO SR
S e CATEGORTCAL EXCLUSION: R ORE 0,00 s B AL
- DEPERRHL ® B9 28 B Ry B
BEST AVAILABLE DOCUME
SUMMARY OF FINDINGS: §
“  TEI COMPONENLS OF THE 5-YEAR PROGRAM OF TEIS PROJECT ARE LA
| UNCLASSIFIED ARE ARTDIAN ©17464 K
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UNATASSIFIED AXIDIAN @17464

ELIGIBLE FOR CATEGORICAL EXCLUSION: THE TE:HNICAL
ASSISTANCE AND TRAINING COMPONENTS UNDER 2:-CFR=-2158 00
21,2 (C)(2)(1), THE CONDITIONAL CASH TRANIERS COMPONENT .-
UNDER 22-CFR-218 215,2 (C)(2)(X), AND THE ASSOCTATED

COMMODITIES COMPONENT TO PROMOTE INGRFASED PRIVATE

TNVSSTMENT AAD WMPLOYMEMT IN IMPOST-EXPORT PRIVATH

PNTFRP®ISES IN TH® GAMRIA UANDER 22-CFR-218 P18.7

(c)(R2)(x1V).,

CLEARANCE:
. MISSION DIRECTOR' "o e v eRBRPEnSN DkTE: *P Pe R b SR
CONCURRENCE: 80

o BUREKU EH?IRONHEHTAL OFFICER: RPPROVED: CRCRC R
et e DISAPPROVED: " ve s e e
“re? et DﬂTE: CRCRCRCC N R )

CLEARANCE:

s GC/AFRIC&: LR RL R LR R BE B R B I S ) DATE:....--......

UNQUOTE
HAMILTON .
UNCLASSIFIED ABIDJAN 217464
on’
BEST AVAILABLE DOCUMENT
8a!




ANNEX E: PROGRAM ASSISTANCE INITIAL PROPOSAL (PAIP)
APPROVAL CABLES
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VZ(7CJL0185BANEB™ LOC: 247 12¢
00 RUFRJL A3 JAN °1 1811

IF RUEBC #5789/01 3630331 CN: Ap@28
78R TUUDY 2ZH CIRG: ATD
P 2002327 DFC 9@ 7ZDX CTG RUFFJLEARE 0021405 DIST: AIT
TM STCSTATE WASHDC )
mn ROFRIL/AMEMRASSY BANJUL PRIORITY ‘8125 e
TNFO nysqnx/nwzmaassv PAXAR PRIORITY €741 e xautuﬂnﬁayhl_
RUEHAR/AMEMBASSY ABIDJAN PRIORITY 2493 % o7
20 0] :tm ITO'..Z_.ﬂ_
UNCLAS SECTION @1 OF @2 STATE 435729 . NUEB1/

M TAKE:
ATDAC TAKAR FOR RLA ADAMS | Gk OF AGF Tl
®.0. 12356:  N/A By :;aj
mAGS 1 J :
SIRJFCT: RAMSTA FINANCIAL AND PRIVATE ENTERPRIS ?%? ~
DEVELOPM®NT PROGRAM (FAPE), 635-3232 , (& -

1, SUMMARY: FRCPR MET ON TEC,., 14, 1994 TO RTVI®Y THE
FAPE PAIP, ECPR WAS CHAIRED BRY E.L. SAITRS, DAA/AFR.
OFFTICES REPRFSENTED AT TH® MFETING INCLUDED AF¥R/PD,
8FR/DP, AFP/SWA, AFR/MDI, BFR/TR, AND RC/AFR. AID RFP
J. STON® ANT PSC P, RILRY REPRESENTED OAR/BANJUT., TRW
PATP WAS APPROVED AND TH® MTSSION AUTPORIZEN TO PROCTED
WITE PAAD DFSTAN, CURJRCT TO THE GUIDANCE ONTLINFD
WTRTIN, THY EAP® DECILEN TRAT TEE PAAT WILT BE RFVIEWED
TN AID/W TTPON COMPLETION, TNT SUMMARY,

2, THR ®OPR MET ON 12/14 AND APPROVEN TRE FAPF PAIP,
TEY MISSTON 7S AUTHORIZED TO PROCEED WITH PAAT TESIGN,
fUIDANCE FOR PAAD DRVELOPMFNT IS PROVIDED IN THR

FOTTLOWING PARAGRAPRS,

%. PROGRAM GOAT. AND PURPNSE, TEE FAPE GOAT AS STATFD
IN THE PATP TS TO CONTRIBUTY TO RROAD-PASFD, SUSTAINABLF
GRPAYTPE TN PER CEPITA GTP, ECPR OUESTIONEDN YPARETHRR THFT
fOAT SFOULT NO™ BF NMAPROWET IN ORDFR TFEAT IT CAM PE MORFE
TASILY MRASTURFDN, RFTTER RELATED TO TSAID ASSISTANCE, AND
8SSOCTATET WTITH TMPAGT ON PTOPLE. MISSIOM SHOULD
CONSTDRR A GOAT SIMILAR TO WHAT IS NOW PROPOSED AS TFF
PURPOSES THAT 1§, TO ACCELWRATE TFR TP GROWTH RATE
TIRONMGF INCREFASED INVRSTMENT IN WMPLOYMENT-GENERATING,
FXPORT=O0RIENTFED TNTERPRISES, "WITH TRIS AS THE COAL, THE
MISSION SHOULD NEVELOP A PIRPOSF MORE CLOSELY RFLATFD TO
THY ACTUAT, MEASURAPLE OUTPUTS OF TKHIS FROGRAM. IF THR
PROGRAM HAS A AOHESIVE AND HIGYLY INTEP-RELATED S®T OF
CONTTTTONALITY, WHICE IS COMPLEM®ATED RY TECHNICAL
ASSISTANCE AND TRAINING, TER PIRPOSE COULD RF ONF OF
RPRATING A POLICY AND PEGUTATORY FNVIRONMENT CONTIICIVE
TO ACRIEVING THIS PROGRAM GOAL, ™F% PURPOST WILYT AAVE
PREN- ACHYEVEL TF, ENR-RXAMPLE, AT PACT THF CONST, TIMF,
PRNT=STRVING, TTC0,° ASSOCTATET VWITH T®STARLISPING OR
FYDPANDINA FYOTLOYMENT—GENFPATING EYPOE T=NRTZNTRT
VNTERPRISES IS RELIICED. (THR NOMTNAL RHANGTES IN COTE

e ONCEASSIFIED proT AVAILABLE DOCUMENT® 25789/°1 EP
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1/? TNALASSITIETD SPEARSNARR007/0]

POLICI®S, RERULATIONS, BAND ADMIMISTRATION YOULD RF
PROARAM NUTPUTS),

4, SrorrLy mew ©POGRAM INCLUTE NON=PROJECT ASSTSTACT
VPA)? TF® ECPR WAS CONVIMCED THAT THF MISSION RAS
JNTNTIPIED A SERIES OF POLICY, ©REGULATORY,  ANT
ANMINTSTRATTIV® CHRANGES TPAT ARF CPTTICAL FOR INCRTASING
RYPORT=O0PIENTED, EMPLOYVENT=GENRRAMING INVESTVEANT, IT
IS NOT CT.ESR ¥ROM THE PAIP, HOWRVE?, TEAT (1) THT
PRANISITT ANALYSTS HAS BEUN DONT 70 ESTABLISP A PRINRITY
TLIET OF SUCY RPFORMS, OR (2) TEFX GNATG IS SURFICTFRMTTY
LOMATTTEDTO THR PROPOSED REFOPM AZFNDA SO THAT SHAY
REFNRMS COULLC PE EFFECTED WITF THEY MODFST MPA OF &¢
MILLION PROPOSED, TFE ALTERNATIVE ¥OULT BE A STRIES OF
PPAJECT TMTPOyPNTIONS AT THIS STAGF, WITF NPA TVLAYFD
UNTTIL A MEYT GCFNERATION OF REFORMS CAN R¥® DEVETOPED
TPRAGR A CONSULTATIVE PRPOCFSS SUPPARTFN THROUZF FUPTERP
STUDRITS, ANATYSES, AND RALATED TECUMICAL ASSISTANCE.
TORING PAADS  DESICN,  THE MISSIOXN  SEOULD. OCA2PRILTY.
CONSTINTP TE= APTTONS OF INCLULTIMNG MPA AND NCT TNOLURING
NPA. TO PROCTED WITH NPA, THY FOTLLOWING ISSUES /CONOSTRNS
SENANMTD BR APDPESSFD AS PART CF PAAT PRFEPARATION:

A. TND RESULT OF NPA, TFT PAAD SPOULD SPELL OUT THF
SPRATRIC REFORMS THAT THE NPA WILL ACHIRVE RY TPFE PACT
AND MUTIR TYDRATED MDAAT ON PROPLT, mOT  RADD
NUPSTTONED WHRTH®R THE NPA PRQOGRAM SHOULT RE AS PRAAT AS
1S P20POSET IM TH¥® TAP®R, TAPE TISTS CONDITTCMATITY TN
FOTP DISCRETE ARTAS: TLEGAT AND BECULATORY ENVIPONVENT,
TAY SYST®M, VINANCTAT ANT CAPTTAT, MARKFTS LECTISLATTION,
AND PRIVATIZAMION, IT WAS NOT@WDUAT THE FCPR TUAT

SPYTR AT PRIVAT® SECTOP NPAS HAVE CONARRMER TPVVAWLVTS
WIS R ONLY OM® OF THESE A32EAS. AIDPRP, SMONF/OCPINED
TOAT TN TER CAMBRTA, TUR TO THE SIZE OF THR COUMTPY, GOTE
CONSPNSUS ON NRENTD REFOPMS, AND NONOR RYLATIONS WIMEH
TRF AQOVERNMENT  TT “AY BF FEAST?LF TO INCORPOPATE IINTER
ONE NDPA A BROADE® ARPAY 0¥ REWORM ARTWAS TEAM WONLT' RF
POSSIRLE IN MNDST™ OTH®R AFPTCAN COUNTRIFES, IF FIIRTETR
ANATLYSTS CONAT'DES TBAT TPE TROAT APPROACH PROPOSED TN
TH® PAADN ‘IS FEASIPLE, PAAD SHOULD PRESENT A DETAILET
ARGUMEMT TO THIS EFFECT.

TOR EACER A®TA OF CONDITIONALITY, TP SPECIFIC CWANGT™ TO
R ACHTFVED BY TEE PACD ANMD A TIMF-PHASED IMPLEMUNTATION
PLAN SHOULT R® PRESENTED IN THE PAAD, TOR EVAVPTE, IN
THE AREA NF PRIVATTZATION, THE SPECIFIC PARASTATALS TRAT
TAPE IS COMMTTTERN TO DIVRST WROM PUBLIC OWNTRSHEIP WOULD
PF LISTFD, ATONG WITP TARGET DATES TOR DIVRESTMENT AND
®0® INTERMEDIATF STEPS/ TOWARD TIVESTMENT.

1/2 UNCT,ASSIVIRD STAMR  A357P0/A1

BEST AVAILABLE DOCUMENT |9 A
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R, JUSTIFICATION F¥OR POLICY/PESNLATORY PSFORMS, TF THE®
MTGSTOM Te TN PROPOS® AN NPA, TWACE APFf OF
POT.TNY /N FCULATARY REFORM WOULT NRED T0 RF JNSTITIFr:
(1) YT CAN ©F DPFMONSTRATED, WITH ¥MPIRTCAL EVILTNCF NP
QTVYR  APPROPRIATE AMALYSTS, THAT TRER PEFOR¥ IS
SYURRICIPNTLY TLINKED TN ACRIRVEMENT OF THE PR0°RIM
PUPPOS®, (2) TVINENCE OF SOVEPNMENT IMTENT TN UNTFPTAVE
THF RFPFORM, AND  (2) REVOND ROVERNMRNT INTENT, 2
POT,ITICAT, ANT TNSTITNTIONAL ANAPLYSIS DWMONSTRATING THAT
TT 1S REPSONAPLY TN WXPRCT THAT THF R7FORM CAM P®
ACHIFVED,

N, MNISPIRSTMFANT BASTN ON ACTION. THE ECPR %AS CONCFRNEFL #ITH
TPF APPARFNT TNTENT T0O TDNEFINE MUCH OF TF® SPROIFIC
POMDITTONALITY FNAR THE CASH NTSPURSEMEMTS SUESFEAUFNT TO PAAT
PREPARATION AMD ORLIGATION OF FUNDS, THVRE IS MO HART AMD FAS
RIL,® O¥ THR DRGRSE ™0 WHICF A DISRURSEMFMT CAN PF PPSEL OM
AOVTRNMPMT TNTENT OR INTERWST (AS RVITEFLED MOST OFTEN FBY
JNDNERMAYTING A STNUDY) VS, NISRURSEMENT RASWD ON GOVFRNMENT
APTTOM, TFOR SOM® MOTTI-PIMENSIONAT. ISSUFS, SUCR AS TAYATION,
MOPE JTVRATIVY PRQCFRSS OF ANATLYSIS AND NTATLCGU® WITR TEF GOTGH
MAY TE TUYF ONYY WAY TO PROCRET, HOYEVEP, THF MISSICM TS
RAUTTOMED TO MINIMIVF TUT EXTFNT TO WHICE DJISRIPSEMWNTS ARFE
PASTT ON THTENT AML STIURIES, PATHF® THAN COYCRETF RFZ0OPM
ACTIONS, ANT <€90UILD ASSTRE THAT VNONGH DETATT, OF SPFCIFICS IS
ORAVITFT TO CN“PLY WITH THW REQUIRFMENTS OF FAA SW0. A11l,

N, SUPPORT OF® OTHEP NONORS, THYE FC®R WAS SERIOUSTY COECWRNFN
TPAT TRY PROSPAM 1S TOO MMFITINUS TN PFLATION TO TRE S12¥ OF
ME¥Y € MTLLION SECTOR SRANT ANT TH® ST7Z% OF THF MISSION STAFT,
RYLAANTZTYG THAT SEVEPAT, OTH®R LONORS HAVF AN TMTER®ST TN
POTVAT® SECTOR' TRVELAPMENT TH THS GAMEIA, TNUDTHC PAAT TESTEN
MISSTON SROULT VXIPL.ORE ANY POSSTRLY FORTHFR STFPS TO ALTAM
NOMOR PROGPAMS TN SUIPPORT OF FAPF PNRPCS®, THS INCRMTIIFES ¥TQAP
PATLICY RYFORM WOULT LIKELY Fr FNHAMCET FY SUCH P STRATFGY, ANWT
TPF MAMAGFMENT BNRTEN ON OAR/RANJTL MIGHT B® REDICED,

5, PRORRAM MONTTORING, THE PC WAS PARTICULARLY TNTRERESTED TY
Tn® ®oASPFCTIVE IMPACT OF THE PR2OGRAM. GIVFM THF SIZZ CF TRF
FAMRTA AND TSBIN/G’S PRIVATE SECTOR-FOCUSSER PORPTFOLIOQ, IT
WAUTN APPRAP THAT THIS PROGRAM OFFFRS A RFAT POSSIRILITY TC
MOMTTOR TMPART OF PWOPLT® IN TFRMS OF JORS CREATFED, TORMAL
SPOTNR WARFS, FTC. PREFORFE FINMLIZING PAAD, MISSICN SHOULD
COMPLFTF PASTLINT ANAT,YSFS ©RTFRRED TQ IN TPF PAIP, ANT
TNRICATE WOV THESE DATA WILL B® INCORPORATRER INTO THF
MOMTTORING SYSTEM FOR THE PROGRAM,

A, TH® RPeurTS N¥ PRIOR MACR0O REFORM PROVRANMS, THUT AAMPIA Fp
EUEN TARNWSTLY FNRAGED. TN A REFORM FROGRAM STINCT™ 1908, THT
DATP PRVSENTS SOMF® RYINTNCT® ON THW® EFFFRCTS OF THIS PROCRAM pT
THT MACPN=T,*VFEL., THF PAAT SHOULT GO RFYCNLT THT MACRO T,FYEL TN
TUNTCATY HOW TUE RTFORM PPOGRAM AAS AFFRCTET TE® DPROPUNSTTY OF
TF® DRIVEMP SFATOAR TN [HYTST, WYPORT G0ONS, AND RFNFRATE
TMPT.OYM®YT, (WY UNDRRSTAMD TFAT SEVERAL STURJTS LAVE ALRFATY
ﬁP?H COMPLETED ANT COYILD R® [ISTN ¥N® THIS PIRPOSF).

UNCLASSIFIED STATE 435789/A2
BEST AVAILABLE DOGLIMENT
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el PRATNING OOMPONENT,. THE DR0OIRCT COMMIMIEE =AD STRYRRAT,
pOMARRNS PRAARDINA THE MBATMINA COMPONTMT 0% THE PIOIRAM - WETAC
SEQHTDAPESTAVEMEINTQTACCOUATMEDURING R AADSPORPAR ANT ON SI VT2 S/
QW MuCcy PRIVATR STRCTOR T2ATMING WILL COMTINU® UNL®2 HWRRA, OF
WILTLALLE SUCT TRAINING NOWEBE RUNDEDR UNDERPEFAPERF AR THERE
WAYS TO STRETCE THE IMP&RT = AF AIT TOATINING  TEDLUGH A
ANST=SEAPIMA BDDANGTMENT YITH A& 7,00AT, TMCTITUTIOM OF TEF
DOTVATFE STCTAR? ©OW CAN TE® TOp{NIN? IFFORTS WINDRT UNTFED. FA2D
Y, MADRSTISTATNARLE BY. DEVELQPTING THE LOCAL TASTITIITIONET
AAPACITY TO “ANAG® ENTREPPENEURTAY, TRAINING, ANT HOW CAN THIS
SAPT OF TRPATNING RE FJANDRD AFTT¥R THE FACD?

©, .PELIONAT IMPLICATIONS. AN TYDECTRL PUGHNLT AT TITS PROAPAMV
TS A DEMMCED PROPORTION AL TEPRNDENCT QN DW—FYPORT TNADE FO3
TADNINA TOREIGN EYORANGT,  NONETHRLESS  PE-FYPOOTS Wl
PONTINTE TO ®% AN TMPORTANT DART OF THE GAMETA TCOMCMY AND IN
MANY TNSTANCES T91S TRADFR WOULD ®Y SUPPORTED BY NONTTTIONALTTY

COMT AN DRI CAP S R THE S PAA LS DES TGN ETEAMECSHAUL RN ORI OIS SOME
SPNSTTIVITY ANALYSIS OF FACTOPS ASSOSIATEDR WITW PESTONAL TRATT
== ®NATP TENST OVFR WHICH TFE GAMEIA EAS CONTROL (F.G6, TAPIFF
PPAIMT) AND EYTRRNAL TACTNPS (2.6, CFA TYCHANRR 2ATR),

O, TANP TENUPR, TS TRR ABILITY T0 COLLATSPALIZE TAND DN T
TNSTPRIATENT T,AND TENTOR 0P TAND RTLISTRATION A OONSTRAINT T0
TTUNINA TH TRT RBMETA? AMNEY F NOTFS TEAT TUE MTSSTOM WITL
TYOLTMRAGT THY 10Ta T0 MOV? QUICKLY OM TANT DEFQOPM, BUT PPOVIDF
N0 ANALYSTS OF TRF TTKELY TEFENTS OF SUCY RLFO2Y., THF DAAT
SHEOUTD THEC WFORE CONTATY SOM7 ANAT,YSTS 0P TAND TTNUPT [SEUFS,

160 \LEE. THE TEFICURMIMTED "AS ANMMNEXET QR \THE 2A1P INDICATTIMNE
A CATZGORICAYL EXCLUSION IS REINE CI®CNLATED TOR CLEARANCE, V¢
WITT, ADVISF WHIN ACTION IS TAYEN,

112 PAAD PRV LENEVENDE S LT WAS DECIDED AT THF ECPPERHAMSTHE

DAAD  ¥ILL PF¥ PRVIEWED INM ATD/Y OUPOM COMPIETION, FEPTEATOMTY
T

#5729
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BEST AVAILABLE DOCUMENT
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ACTION: AID-¢ [A¥0: 20V
V7.072CILOS?7ERUARE
KR ROFEJI o\
DE RUEFAR #7414 2260977 _
ZNR UUUDY 22} v.-ofll'
R 1489397 AUG 290 ot \2\

PM AMEMBASSY ABIDJAN

TC RUFHJL/AMEMRASSY BANJUL 3266
RUERDK /AMEMBASSY DAKAR 552€

BT

UNCLAS ABIDJAN 17414

ATIDAC

BANJUL, FOR ATD REP, JIMMY STONE
DAKAR, FOR RTLA ANNETTY ADAMS

F.0. 123563 N/A

SURJECT: REDSO/WCA CONCURRENCE TN SUBMIS3TON OF PATIP
TOl THE GAMBI: FINANCIAL AHT PRIVATE ENTERIRISE
DEVYSLCPMYNT PFCGRAM (FAPE) (535-0232).

REF: BANIUL 18R2

1. PURSUANT TO SECTION 4(F)(2) OF DELEGATION OF
AUTEORITY (DOA) 551, REVISTL, THE ACTINC DIRECTCR,
REDSO/WCOM If PLFASED TO CONCUR IN THF SUBMISSION OF TAE
PAIP TC 41D/ *OR REVINY AND PECOMMENDS AIN/¥ APP20YAL,
CONCORKENCE T8 CONTINGINT™ OY CONCURRENCE BY RLS/DAYAR.,

2, WV APPRECIATR MISSION’S RESPONSIVFHESS TO PTDSO
COMMENTS,  RYDSO STAFE LOOKE FORW2RD TO PARTICIPATING IN
PAAD' NPSIGN, YE BELIEVE THEY TWO CRITICAL TASYS OF THE
PAAD DFSTGN TEAM WILL »E TC MARROW AND MORE SHARPLY
¥NCUS PRUEGRAM CONDITIONALITY AND TO DEMONSTRATS PHSTTIVE
PLI’S, MISSIOK EFFORT: 20 QRTATN BASTVLINE NATA AND
PRCYIDY APPROPHTATE STAVFI~: FOR PAAD DISTAN TEAM PER
EE;EE%OAHD REVISED PAT® WILL FACILITATE DLiT10N TEAM

. REVISED ®PATP ATD NOT TNOLUDE IERE WHICH WP POUCHED TO
EANJUL SEVERAL YEFXS AGO. #E ASSUME IT EIHER DID NOT
ARRIVE AT ALl O® DID NOT ARRIVRE IN TIMZ, M0, SXYPEDITRE
PRICESSING OF PATF, WE WILL RETRANSMIT IFE TO *“1SSION
AN AID/¥ BY CARL®, V4MILTON

414

LAC: 169

14 AUC OQ
CNs 02032
CHYRG: AID
DIST: AID

OUKCLASSIFIFED ABIDTAN D17414

BEST AVAILABLE DOCUMENT
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ANNEX G

Summary of Critical Analyses

1. legal/Regulatory Reform
Rationale:

The legal/regulatory environment in which private enterprises,
including financial institutions, must operate is central to
efficient business development and economic growth. In this regard
the AID Private Enterprise Development Policy Paper states on
page 12:

"The expansion and efficiency of the private sector depends
upon a supportive legal structure and a positive regulatory
environment. The existence of an adequate structure of property
rights--including patent and copyright 1law, contract law, and
judicial arrangements are essentlal.™

The policy guidance goes on to add:

"It may be that individual country circumstances will rcguire
a significant institutional development effort to build appropriate
legal and regulatory institutions conducive to private enterprise.
Specific projects or sub-project activities which provide
assistance for studies or advisory services to review or refecrm
legal and regulatory barriers are encouraged."

The AID Policy Paper on Financial Markets Development contains
similar guidance on the essential need to examine the adequacy of
the 1legal/regulatory framework %o support modern financial
transactions. Specific language on this can be found on page 8 of
the policy paper.

Gambia Specific Analyses:

In anticipation of the design of the proposed program the
Gambia Mission financed several studies that included assessments
of the 1legal/regulatory framework affecting businesses and
financial institutions. These included:

An Assessment of the ILegal and Requlatory Environment

Affecting The Gambian Financial Sector: Ms. Rosemary McCarney,
Cosult International, May 1990

An Assessment of the Financial Sector in The Gambia: Deloitte
& Touche, March 1990

The Gambia: Stock Market Feasibility Study: James Ladd, Price
Waterhouse, February 1989

Private Sector Assessment and Strateqy Guide on The Gambia,
James Pugh, December 1989

The consensus conclusion of these studies was that the
existing framework of commercial law in The Gambia is in need of
significant modernization and revision to enable financial sector
deepening necessary for support of private sector expansion.



The McCarney study provided the primary basis for the
Mission's identification of timing and sequencing of priority legal
and regulatory reforms. McCarney analyzed 25 commercial statutes
and conducted extensive interviews with the Attorney General and
Ministry of Justice staff. McCarney's institutional analysis of
the Ministry of Justice concluded that the requisite technical
expertise for undertaking the recommended reforms/revisions vas not
available in-couni.'y and would need to be procured externally.
Short term technical training of MOJ staff and in-country training
on implementation were further identified as essential ancillary
inputs.

PAAD References:
Constraints Analysis: pp 55-57

End of Project Status Goal: p. 75
Project Specific Outputs: pp 81-82

Proposed Inputs: p. 89-90
Related Conditionality: pp 97-98
Social Feasibility: p. 130

Institutional Feasibility: p. 132

2. Investment incentives policy/ tax reform

Rationale:

Numerous non-country-specific analyses on constraints to
foreign private investment in Africa have identified dysfunctional
bureaucracies and poorly conceived investment promotion policies as
priority disincentives to foreign investment in Africa. Two
studies available from AFR/MDI are especially pertinent: "Revising
Corporate Strategies in Africa," by Business International; and
"Constraints to U.S. Investment in Africa," financed by the
Rockefeller Foundation and undertaken by a U.S. Consulting Groug.

The AID Policy Paper on Private Enterprise Development (pp 5-
6) identifies "Market entry restrictions"; "Investment Promotion
Programs"; and "Taxation and User Charges" as three important areas
of government pcelicy that can constiitute significant constraints to
growth of private enterprises in LDC's.

Gambia Specific Analyses:

All of the studies listed in Part 3 above included evaluations
of the extent to which government policies and administrative
procedures affect private investment decisions in The Gambia. The
consensus conclusions of the studies were that bureaucratic red-
tape was a significant problem in The Gambia and that corporate tax
rates were high in comparison with those of other developing
countries.

The D & T Financial Sector Assessment further identified a
number of specific "nuisance" taxes that are impeding financial
transactions and hindering financial sector deepening. Further
analyses of these "nuisance" taxes indicated that they could be
eliminated with no significant revenue impact. The McCarney study
advised revision of the Development Act and redirection of the
mandate of the National Investment Board away from regulation

towards active promotion.

| 40



Additionally, the Mission financed a study by Nathan
Associates in July 1990 to analyze the effectiveness of the GOTG's
investment promotion policy as embodied in Development Act of 1988
and to assess the role of the National Investment Board as the
nominal implementing agency. This report, entitled "Investment
Approval Processes in The Gambia" concluded that the Development
Act had not worked as an effective investment promotion tool and
that the NIB had no real authority under the act as written to
enable it to serve as an effective one-stop shop for private
investors. The Nathan study also described the existing company
tax rate of 50% as uncompetitive with that of other developing
countries.

Mission analyses, in collaboration with the World Bank and
other donors, concluded that the best approach to incentive based
promotion is one that emphasizes maximum certainty and minimum
delay in investment application processing. Over the long run, a
developing country will be better served by a stable macroeconony,
an efficient legal/regulatory system, a favorable and competitive
tax code, a low general tariff schedule, and minimal bureaucratic
red tape for business registration and start-up than by a
complicated, discretion-based incentives policy.

PAAD References to investment incentives/tax reform:
Constraints Analysis: pp 54-55

End of Project Status Goal: p. 75
Program Specific Outputs: pp 79-81

Proposed Inputs: pp 88-89
Related Conditionality: p. 96
Financial Feasibility: pp 124-125
Social Feasibility: p. 129

3. 8trengthening of Ministry of Finance Capacity to Formulate &nd
implement sound macroeconomic poliecy

Rationala

It 1is impossible to overemphasize the importance of
macroeconcmic stability to sustainable development and more
specifically to private sector led growth in Africa. Explicit
agency policy is to encourage Governments to open all factor
markets to competitive market forces.

Gambia Specific analyses

Since 1985, AID has financed short and long term advisors to
the Gambian Ministry of Finance to assist in implementation of an
effective structural adjustment and economic reform program.
Periodic Agency project evaluations of the EFPA project have
consistently identified the project as a notable success and have
advised continuation of the project until adequate in-house
capacity is developed to obviate ongoing need for external
assistance. While The Gambia has made notable progress since the
mid 1980's, the economy remains fragile and high level technical
assistance continues to be crucial.



AAD References

Macroeconomic Assessment:
Review of EFPA project:

End of Project Status Goal:
Program Specific Outputs:
Proposed Inputs:
Indicators:

Political Feasibility:

bp
PP
o
pPp

p.
PP

13-16
68-69
75

77
87-88
103
121-124



5C(1) - COUNTRY CHECKLIST

Listed belcw are statutory criteria
applicable to the eligibility of countries to
receive the following categories of assistance:
(A) both Development Assistance and Economic
Support Funds; (B) Development Assistance
funds only; or (C) Economic Support Funds
only.

A. COUNTRY ELIGIBILITY CRITERIA APPLICABLE TO
BOTH DEVELOPMENT ASSISTANCE AND ECONOMIC
SUPPORT FUND ASSISTANCE

1. Narcotics

a. Negative certification (FY
1991 Appropriations Act Sec. 559(b)): Has
the President certified to the Congress
that the government of the rccipient
country is failing to take adequate
measures to prevent narcotic drugs or
other controlled substances which are
cultivated, produced or processad
illicitly, in whole or in part, in such
country or transported through such
country, frcm being sold illegally within
the jurisdiction of such country to United
States Government personnel or their
dependents or from entering the United
States unlawfully?

b. Positive certification (FAA
Sec. 481(h)). (This provision applies to
assistance of any kind provided by grant,
sale, loan, lease, credit, guaranty, or
insurance, except assistance from the
Child Survival Fund or relating ‘o
international narcotics control, disaster
and refugee relief, narcotics education
and awareness, or the provision of food or
medicine.) If the recipient is a "major
illicit druy producirz country" (defined
as a country producing during a fiscal
year at least five metric tons of opium or
500 metric tons of coca or marijuana) or a
"major drug-transit country" (defined as a
country that is a significant direct

No

N/A
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source of illicit drugs significantly
affecting the United States, through which
such drugs are transported, or through
which significant sums of drug-related
profits are laundered with the knowledge
or complicity of the government):

(1) does the country have
in place a bilateral narcotics agreement
with the United States, or a multilateral
narcotics agreement?

(2) has the President in
the March 1 International Narcotics
Control Strategy Report (INSCR) determined
and certified to the Congress (without
Congressional enactment, within 45 days of
continuous session, of a resolution
disapproving such a certification), or has
the President determined and certified to
the Congress on any other date (with
enactment by Congress of a resolution
approving such certification), that (a)
during the previous year the country has
cooperated fully with the United States or
taken adequate steps on its own to satisfy
the goals agreed to in a bilateral
narcotics agreement with the United States
or in a multilateral agreement, to prevent
illicit drugs produced or processed in or
transported through such country from
being transported into the United States,
to prevent and punish drug profit
laundering in the country, and to prevent
and punish bribery and other forms of
public corruption which facilitate
production or shipment of illicit drugs or
discourage prosecution of such acts, or
that (b) the vital national interests of
the United States require the provision of
such assistance?

c. Government Policy (1986
Anti-Drug Abuse Act of 1986 Sec. 2013(b)).
(This section applies to the same
ca’.egories of assistance subject to the
restrictions in FAA Sec. 481(h), above.)
If recipient country is a "major illicit
drug producing country" or "major
drug~transit country" (as defined for the
purpose of FAA Sec 481(h)), has the
President submitted a report to Congress

N/A

134
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listing such country as one: (a) which,
as a matter of government policy,
encourages cr facilitates the production
or distribution of illicit drugs; (b) in
which any senior official of the
government engages in, encourages, or
facilitates the production or distribution
of illegal drugs; (c) in which any member
of a U.S. Government agency has suffered
or been threatened with violence inflicted
by or with the complicity of any
government officer; or (d) which fails %o
provide reasonable cooperation to lawful
activities of U.S. drug enforcement
agents, unless the President has provided
the required certification to Congress
pertaining to U.S. national interests and
the drug control and criminal prosecution
efforts of that country?

2. Indebtedness to U.8. citizens
(FAA Sec. 620(c): If assistance is to a
government, is the government indebted to
any U.S. citizen for goods or services
furnished or ordered where: (a) such
citizen has exhausted available legal
remedies, (b) the debt is not denied or
contested by such government, or (c) the
indebtedness arises under an unconditional
guaranty of payment given by such
government or controlled entity?

3. B8eizure of U.8. Property (FAA
Sec. 620(e)(1)): If assistance is to a
government, has it (including any
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
owned by them without taking steps to
discharge its obligations toward such
citizens or entities?

4. Communist countries (FAA Secs.
620(a), 620(f), 620D; FY 1991
Appropriations Act Secs. 512, 545): 1Is
recipient country a Communist country? If
so, has the President: (a) determined
that assistance to the country is vital to
the security of the United States, that
the recipient country is not controlled by

No

No

No

b

‘(15 e
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the international Communist conspiracy,
and that such assistance will further
promote the independence of the recipient
country from international communism, or
(b) removed a country from applicable
restrictions on assistance to communist
countries upon a determination and report
to Congress that such action is important
to the national interest of the United
States? Will assistance be provided
either directly or indirectly to Angola,
Cambodia, Cuba, Iraq, Libya, Vietnam, Iran
or Syria? Will assistance be provided to
Afghanistan without a certification, or
will assistance be provided inside
Afghanistan through the Soviet-controlled
government of Afghanistan?

5. Mob Action (FAA Sec. 620(3j)):
Has the country permitted, or failed to
take adequate measures to prevent, damage
or destruction by mob action of U.S.
property?

6. OPIC Investment Guaranty (FAA
Sec. 620(1)): Has the country failed to
enter into an investment guaranty
agreement with OPIC?

7. 8eizure of U.8. Fishing Vessels
(FAA Sec. 620(o); Fishermen's Protective
Act of 1987 (as amended) Sec. 5): (a) Has
the country seized, or imposed any penalty
or sanction against, any U.S. fishing
vessel because of fishing activities in

international waters? (b) If so, has any

deduction required by the Fishermen's
Protective Act been made?

8. Loan Default (FAA Sec. 620(q);
FY 1991 Appropriations Act Sec. 518
(Brooke Amendment)): (a) Has the
government of the recipient country been
in default for more than six months on
interest or principal of any loan to the
country under the FAA? (b) Has the
courtry been in default for more than one
year on interest or principal on any U.S.
loan ui.der a program for which the FY 1990
Appropriations Act appropriates funds?

No

No

No
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9, Military Equipment (FAA Sec.
620(s)): If contemplated assistance is N/A
development loan or to come from Economic
Support Fund, has the Administrator taken
into account the percentage of fthe
country's budget and amount of the
country's foreign exchange or cther
resources spent on military egquipment?
(Reference may be made to the annual
"Taking Into Consideration" memo: "Yes,
taken into account by the Administrator at
time of approval of Agencyv OYB." This
approval by the Administrator of the
Operaiional Year Budget c¢=iy be the basis
for an affirmative answer during the
fiscal year unless signifizant changes in
circumstances occur.)

10. Diplomatic Relations with U.S.
(FAA Sec. 620(t)): Has tha country
severed diplomatic relaticns with the No
United States? If so, have relations been
resumed and have new bilateral assistance
agreements been negotiated and entered
into since such resumption?

11. U.N. Obligations (FAA Sec. As of March 1991, The Gambia
620(u)): What is the payment status of is $158,000 in arrears to th
the country's U.N. obligations? If the U.N. This amount constitute:
country is in arrears, were such approximately 1.5 years of
arrearages taken into account by the The Gambia's annual assessed
A.I.D. Administrator in determining the contribution. Yes, arrearagc
current A.I.D. Operational Year Budget? were taken into account by ti
(Reference may be made to the "Taking into Administrator at the time of
Consideration" memo.) approval of agency OYB.

12. International Terrorism

a. Banctuary and support (FY A.- No
1991 Appropriations Act Sec. 556; FAA B. - No
Sec. 620A): Has the country been
determined by the President to: (a) grant
sanctuary from prosecution to any
individual or group which has committed an
act of international terrorism, or (b)
otherwise support international terrorism,
unless the President has waived this
restriction on grounds of national
security or for humanitarian reasons?

r)??



-6 -

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

13. Discrimination (FAA Sec.
666 (b)): Does the country object, on the No
basis 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. Nuclear Technology (FAA Secs.
669, 670): Has the country, after August No.
3, 1977, delivered to any other couantry or
received nuclear enrichment or
reprocessing equipment, materials, or
technology, without specified arrangements
or safeguards, and without special
certification by the President? Has it
transferred a nuclear explosive device to
a non-nuclear weapon state, or if such a
state, either received or detonated a
nuclear explosive device? If the country
is a non-nuclear weapon state, has it, on
or after August 8, 1985, exported (or
attempted to export) illegally from the
United States any material, equipment, or
technology which would contribute
significantly to the ability of a country
to manufacture a nuclear explosive device?
(FAA Sec. 620E permits a special waiver of
Sec. 669 for Pakistan.)

No.

No.

15. Algiers Meeting (ISDCA of 1981, Yes, taken into
Sec. 720): Was the country represented at account at time of
the Meeting of Ministers of Foreign approval of Agency
Affairs and Heads of Delegations of the OYB.

Non-Aligned Countries to the 36th General
Assembly of the U.N. on Sept. 25 and 28,
1981, and did it fail to disassociate
itself from the communique issued? 1If so,
has the President taken it into account?
(Reference may be made to the "Taking into
Consideration" memo.)

7
[ ]
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16. Military Coup (FY 1991
Appropriations Act Sec. 513): Has the
duly elected Head of Government of the
country been deposed by military coup or
decree? If assistance has been
terminated, has the President notified
Congress that a democratically elected
government has taken office prior to the
resumption of assistance?

17. Refugee Cooperation (FY 1991
Appropriations Act Sec. 539): Does the
recipient country fully cooperate with the
international refugee assistance
organizations, the Unitzd States, and
other governments in facilitating lasting
solutions to refugee situations, including
resettlement without respect to race, sex,
religion, or national origin?

18. Exploitation of Children (FY
1991 Appropriations Act Sec. 599D,
amending FAA Sec. 116): Does the
recipient government fail to take
appropriate and adequate measures, within
its means, to protect children from
exploitation, abuse or forced conscription
into military or paramilitary services?

COUNTRY ELIGIBILITY CRITERIA APPLICABLE
ONLY TO DEVELCPMENT ASSISTANCE ("DA")

1. Human Rights Violations (FAA Sec.
116): Has the Department of State
determined that this ¢overnment has
engaged in a consistent pattein of gross
violations of internationally recognized
human rights? If so, can it »uo
demonstrated that contemplated assistance
will directly benefit the needy?

2. Abortions (FY 1991 Appropriations
Act Sec. 535): Has the President
certified that use of DA funds by this
country would violate any of the
prohibitions against use of funds to pay
for the performance of abortions as a
method of family planning, t» motivate or
coerce any person to practice abortions,
to pay for the performance of involuntary

No

Yes

No

No

No
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sterilization as a method of family
planning, to coerce or provide any
financial incentive to any person to
undergo sterilizations, to pay for any
biomedical research which relates, in
whole or in part, to methods of, or the
performance of, abortions or involuntary
sterilization as a means of family
planning?

COUNTRY ELIGIBILITY CRITERIA APPLICABLE
ONLY TO ECONOMIC SUPPORT FUNDS ("ESF")

Human Rights Violations (FAA Sec.
502B): Has it been determined that the
country has engaged in a consistent
pattern of gross violations of
internationaliy recoanizzd human rights?
If so, has the President found that the

country made such significant improvement
in its human rights record that furnishing

such assistance is in the U.S. national
interest?

No



5C(2) - ASBISTANCE CHECKLISBT

Listed below are statutory criteria
applicable to (he assistance resources
themselves, rather than to the eligibility of a
country to receilve assistance. This section is
divided in“o three parts. Part A includes
criteria applicakle to both Development
Assistance and Economic Support Fund resources.
Part B includes criteria applicable only to
Development Assistance resources. Part C
includes criteria applicable only to Economic
Support Funds.

CROSS REFERENCE:
DATE?

IS COUNTRY CHECKLIST UP TO

A. CRITERIA APPLICABLE TO BOTH DEVELOPMENT
ASSISTANCE AND ECONOMIC SUPPORT FUNDS

1. Host Country Development Efforts
(FAA Sec. 601(a)): Information and
conclusions on whether assistance will
encourage efforts of the country to:
(a) increase the flow of international
trade; (k) foster private initiative and
competition; (c) encourage development and
use of cooperatives, credit unions, and
savings and loan associations;
(d) discourage monopolistic practices; (e)
improve technical efficiency of industry,
agriculture, and commerce; and (f)
strengthen free labor unions.

2. U.8. Private Trade and Investment
(FAA Sec. 601(b)): Information and
conclusions on how assistance will
encourrage U.S. private trade and
investment abroad and encourage private
U.S. participation in foreign assistance
programs (including use of private trade
channels and the services of U.S. private
enterprise).

BEST AVAILABLE DOCUMENT

A. Investment promotion
activities and assistance to
productive private enterpris
will lead to increased inter
national trade flows; b)

Privatizations, tax reform,
and assistance to entreprene:
will encourage new private
initiatives and enhance comp«
tition; c) N/A; d) privatiza-
tion of grain marketing boarc
will eliminate largest
national monopoly and encour
age competition; e) technica
assistance, improved informa-
tion flows and support for
introducing new technologies
will improve technical
efficiency of industry,
agriculture, and commerce;

£) N/A

Investment promotion activit
will encourage direct foreig:
investment and joint venture:
with American firms. Techni-
cal assistance and training
for the private sector will
be provided by an appropriat
American firm,
Ul
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3. Congressional Notification

a. General requirement (FY 1991 Yes
Appropriations Act Secs. 523 and 591;
FAA Sec. 634A): If money is to be
obligated for an activity not previously
justified to Congress, or for an amount in
excess of amount previously justified to
Congress, has Congress been properly
notified (unless the notification
requirement has been waived because of
substantial risk to human health or
welfare)?

b. Notice of new account
obligation (FY 1991 Appropriations Act N/A
Sec. 514): If funds are being obligated
under an appropriation account to which
they were not appropriated, has the
President consulted with and provided a
written justification to the House and
Senate Arpropriations Committees and has
such obligation been subject to regular
notification procedures?

c. Cash transfers and These procedures will be
nonproject sector assistance (FY 1991 followed in any year of NPA
Appropriations Act Sec. 575(b)(3)): If Obligation.
funds are to be made available in the form
of cash transfer or nonproject sector
assistance, has the Congressional notice
included a detailed description of how the
funds will be used, with a discussion of
U.S. interests to be served and a
description of any economic poolicy
reforms to be promoted?

4. Engineering and Financial Plans (a) Yes
(FAA Sec. 6l11(a)): Prior to an obligation
in excess of $500,000, will there be: (a)
engineering, financial or other plans
necessary to carry out the assistance; and (b) Yes
(b) a reasonably firm estimate of the cost
to the U.S. of the assistance?

5. Legislative Action (FAA Sec. The GOTG has requested assistance
611(a)(2)): If legislatiwe action is to redraft antiquated commercial
required within recipient country with legislation as part of .-s
respect to an obligation in excess of ongoing economic reform program.
$500,000, what is the basis for a Statutes scheduled for revisiom
reasonable expectation that such action are non-controversial and

have been discussed thoroughly
and agreed upon . in policy
dialogue during program design

period.
4>
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will be completed in time to permit
orderly accomplishment of the purpose of
the assistance?

6. Water Resources (FAA Sec. 611(b);
FY 1991 Appropriations Act Sec. 501): If
project is for water or water-related land
resource construction, have benefits and
costs been computed to the extent
practicable in accordance with the
principles, standards, and procedures
established pursuant to the Water
Resources Planning Act (42 U.S.C. 1962, et
seqg.)? (See A.I.D. Handbook 3 for
guidelines.)

7. Cash Transfer and B8ector
Assistance (FY 1991 Appropriations Act
Sec. 575(b)): Will cash transfer or
nonproject sector assistance be maintained
in a separate account and not commingled
with other funds (unless such requirements
are waived by Congressional notice for
nonproject sector assistance)?

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

9. Multiple Country Objectives (FAA
Sec. 601(a)): Information and conclusions
on whether projects will encourage efforts
of the country to: (a) increase the flow
of international trade; (b) foster private
initiative and competition; (c) encourage
development and use of cooperatives,
credit unions, and savings and loan
associations; (d) discourage monopolistic
practices; (e) improve technical
efficiency of industry, agriculture and
cormerce; and (f) strengthen free labor
unions.

N/A

Yes

N/A

Investment promotion activities
and assistance to productive
private enterprises will

lead to increased international
trade flows; b) privatizations,
tax reform, and assistance

to entrepreneurs will encourage
new private initiatives and
enhance competition; c) N/A;

d) privatization of grain
marketing board will eliminate
largest national morniopoly

and encourage competition;

e) technical assistance,
improved information flows

and support for introducing

new technologies will improve
technical efficiency of industry,
agriculture, and commerce;

£) N/A.

\
)

i -
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10. U.8. Private Trade (FAA Sec.
601(b)): Information and conclusions on
how project will encourage U.S. private
trade and investment abroad and encourage
private U.S. participation in foreign
assistance programs (including use of
private trade channels and the services of
U.S. private enterprise).

11. Local Currencies
a. Recipient Contributions
(FAA Secs. 612(b), 636(h)): Describe

steps taken to assure that, to the maximum
extent possible, the country is
contributing local currencies to meet the
cost of contractual and other services,
and foreign currencies owned by the U.S.
are utilized in lieu of dollars.

b. U.8.~-Owned Currency (FAA
Sec. 612(d)): Does the U.S. own excess
foreign currency of the country and, if
so, what arrangements have been made for
its release?

C. 8eparate Account (FY 1991
Appropriations Act Sec. 575). If
assistance is furnished to a foreign
government under arrangements which result
in the generation of local currencies:

(1) Has A.I.D. (a)
required that local currencies be
deposited in a separate account
established by the recipient government,
(b) entered into an agreement with that
governmaent providing the amount of local
currencies to be generated and the terms
and conditions under which the currencies
so deposited may be utilized, and (c)
established by agreement the
responsibilities of A.I.D. and that
government to monitor and account for
deposits into and disbursements from the
separate account?

Investment promotion activities
will encourage direct foreign
investment and joint ventures
with American firus. Technical
assistance and training for

the private sector will be
provided by an appropriate
American firm.

Dollars will be used to retire
Government public sector

debt. No local currency

will be made available.

No

N/A
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(2) Will such local
currencies, or an equivalent amount of
local currencies, be used only to carry
out the purposes of the DA or ESF chapters
of the FAA (depending on which chapter is
the source of the assistance) or for the
administrative requirements of the United
States Government?

(3) Has A.I.D. taken all
appropriate steps to ensure that the
equivalent of local currencies disbursed
from the separate account are used for the
agreed purposes?

(4) If assistance is
terminated to a country, will any
unencumbered balances of funds remaining
in a separate account be disposed of for
purposes agreed to by the recipient
government and the United States
Government?

12. Trade Restrictions

a. Burplus Commodities (FY 1991
Appropriations Act Sec. 521(a)): If
assistance is for the production of any

>mmodity for export, is the commodity
.ikely to be in surplus on world markets
at the time the resulting productive
capacity becomes operative, and is such
assistance likely to cause substantial
injury to U.S. producers of the same,
similar or competing commodity?

b. Textiles {Lautenberg
Amendment) (FY 1991 Appropriations Act
Sec. 521(c)): Will the assistance (except
for programs in Caribbean Basin Initiative
countries under U.S. Tariff Schedule
"Section 807," which allows reduced
tariffs on articles assembled abroad from
U.S.-made components) be used directly to
procure feasibility studies,
prefeasibility studies, or project
profiles of potential investment in, or to
assist the establishment of facilities
specifically designed for, t!': manufacture
for export to the United States or to
third country markets in direct
competition with U.S. exports, of

N/A

No

4%
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textiles, apparel, footwear, handbags,
flat goods (such as wallets or coin purses
worn on the person), work gloves or
leather wearing apparel?

13. Tropical Forests (FY 1991
Appropriations Act Sec. 533(c)(3)): Will
funds be used for any program, project or
activity which would (a) result in any
significant loss of tropical forests, or
(b) involve industrial timber extraction
in primary tropical forest areas?

14. PVO Assistance

a. Auditing and registration
(FY 1991 Appropriations Act Sec. 537): If
assistance is being made available to a
PVO, has that organization provided upon
timely request any document, file, or
record necessary to the auditing
requirements of A.I.D., and is the PVO
registered with A.I.D.?

b. PFunding sources (FY 1991
Appropriations Act, Title II, under
heading "Private and Voluntary
Organizations"): If assistance is to be
made to a United States PVO (other “han a
cooperative development organization),
does it obtain at least 20 percent of its
total annual funding for iternational
activities from sources oth- - than the
United States Government?

15. Project Agreement Documentation
(State Authorization Sec. 139 (as
interpreted by conference report)): Has
confirmation r% the date of signing of the
project agree . nt, including the amount
involved, been cabled to 3tate L/T and
A.I.D. LEG within 60 days of the
agreement's entry into force with respect
to the United States, and has the full
text of the agreement been pciched to
those same offices? (See Handbook 3,
Appendix 6G for agreements covered by this
provision).

No

N/A

N/A

These procedures will be
foliowed.
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16. Metric Bystem (Omnibus Trade and
Competitiveness Act of 1988 Sec. 5164, as
interpreted by conference report, amending
Metric Conversion Act of 1975 Sec. 2, and
as implemented through A.I.D. policy):
Does the assistance activity use the
metric system of measurement in its
procurements, grants, and other
business-related activities, except to the
extent that such use is impractical or is
likely to cause significant inefficiencies
or loss of markets to United States firms?
Are bulk purchases usually to be made in
metric, and are components, subassemblies,
and semi-fabricated materials to be
specified in metric units when
economically available and technically
adequate? Will A.I.D. specifications use
metric units of measure from the earliest
programmatic stages, and from the earliest
documentation of the assistance processes
(for example, project papers) involving
quantifiable measurements (length, area,
volume, capacity, mass and weight),
through the implementation stage?

17. Women in Development (FY 1991
Appropriations Act, Title II, under
heading "Women in Development"): WwWill
assistance be designed so that the
percentage of women participants will be
demonstrably increased?

18. Regional and Multilateral
Assistance (FAA Sec. 209): Is assistance
more efficiently and effectively provided
through regional or multilateral
organizations? If so, why is assistance
not so provideid? Information and
conclusions on whether assistance will
encourage developing countries to
cooperate in regional development
programs.

Yes. Yes. Yes.

The program will seek especially
to encourage increased private
investment in productive

sectors where significant
numbers of women are employed.
To the maximum extent possible,
assistance will be programmed

Lo increase the role of women

at all levels of the development
process.

NO.
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19. Aabortions (FY 1991
Appropriations Act, Title II, under
heading "Population, DA," and Sec. 525):

a. Will assistance be made
available to any organization or program
which, as determined by the President,
supports or participates in the management
of a program of coercive abortion or
involuntary sterilization?

b. Will any funds be used to
lobby for abortion?

20. Cooperatives (FAA Sec. 111):
Will assistance help develop cooperatives,
especially by technical assistance, to
assist rural and urban poor to help
themselves toward a better life?

21. U.8.-Owned Foreign Currencies

a. Use of currencies (FAA Secs.
612 (b), 636(h); FY 1991 Appropriations Act
Secs. 507, 509): Describe steps taken to
assure that, to the maximum extent
possible, foreign currencies owned by the
U.S. are utilized in lieu of dollars to
meet the cost of contractual and other
services.

b. Release of currencies (FAA
Sec. 612(d)): Does the U.S. own excess
foreign currency of the country and, if
so, what arrangements have been made for
its release?

22. Procurement

a. 8mall business (FAA Sec.
602(a)): Are there arrangements to permit
U.S. small business to participate
equitably in the furnishing of commodities
and services financed?

b. U.8. procurement (FAA Sec.
604 (a)): Will all procurement be from the
U.S. except as otherwise determined by the
President or determined under delegation
from him?

No

No

N/A

N/A

No

Yes

Yes
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c. Marine insurance (FAA Sec.
604(d)): If the cooperating country
discriminates against marine insurance
companies authorized to do business in the
U.S., will commoditics be insured in the
United States against marine risk with
such a company?

d. Non-U.8. agricultural
procurement (FAA Sec. 604(e)): If
non-U.S. procurement of agricultural
commodity or product thereof is to be
financed, is there provision against such
procurement when the domestic price of
stch commodity is less than parity?
(Exception where commodity financed could
not reasonably be procured in U.S.)

e. Construction or engineering
services (FAA Sec. 604(g)): Will
construction or engineering services be
procured from firms of advanced developing
countries which are otherwise eligible
under Code 941 and which have attained a
competitive capability in international
markets in one of these areas? (Exception
for those countries which receive direct
economic assistance under the FAA and
permit United States firms to compete for
construction or engineering services
financed from assistance programs of these
countries.)

f. cCargo preference shipping
(FAA Sec. 603)): 1Is the shipping excluded
from compliance with the requirement in
section 901(b) of the Merchant Marine Act
of 1936, as amended, that at least
50 percent of the gross tonnage of
commodities (computed separately for dry
bulk carriers, dry cargo liners, and
tankers) financed shall be transported on
privately owned U.S. flag commercial
vessels to the extent such vessels are
available at fair and reasonable rates?

g. Technical assistance
(FAA Sec. 621(a)): If technical
assistance is financed, will such
assistance be furnished by private
enterprise on a contract basis to the
fullest extent practicable? Will the

N/A

N/A

N/A

N/A

Yes.

Yes.
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facilities and resources of other Federal
agencies be utilized, when they are
particularly suitable, not competitive
with private enterprise, and made
available without undue interference with
domestic programs?

h. U.8. air carriers
(International Air Transportation Fair
Competitive Practices Act, 1974): If air
transportation of persons or. property is
financed on grant basis, will U.S.
carriers be used to the extent such
service is available?

Yes

i. Termination for convenience
of U.8. Government (FY 1991 Appropriations
Act Sec. 504): If the U.S. Government is
a party to a contract for procurement,
does the contract contain a provision
authorizing termination of such contract
for the convenience of the United States?

j. Consulting services
(FY 1991 Appropriations Act Sec. 524): 1If Yes
assistance is for consulting service
through procurement contract pursuant to 5
U.S.C. 3109, are contract expenditures a
matter of public record and available for
public inspection (unless otherwise
provided by law or Executive order)?

k. Metric conversion
(Omnibus Trade and Competitiveness Act of
1988, as interpreted by conference report,
amending Metric Conversion Act of 1975
Sec. 2, and as implemented through A.I.D.
policy): Does the assistance program use
the metric system of measurement in its
procurements, grants, and other
business-related activities, except to the
extent that such use is impractical or ‘s
likely to cause significant inefficiencies
or loss of markets to United States firms?
Are bulk purchases usually to be made in
metric, and are components, subassemblies,
and semi-fabricated materials to be
specified in metric units when
economically available and technically
adequate? Will A.I.D. specifications use
metric units of measure from the earliest
programmatic stages, and from the earliest

Yes. Yes.

Such provisions will be included
in the standard provisions
of any such contract.

Yes.
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documentation of the assistance processes
(for example, project papers) involving
quantifiable measurements (length, area,
volume, capacity, mass and weight),
through the implementation stage?

1. Competitive Selection
Procedures (FAA Sec. 60l1(e)): Will the
assistance utilize competitive selection
procedures for the awarding of contracts,
except where applicable procurement rules
allow otherwise?

23. Construction

a. Capital project (FAA Sec.
601(d)): If capital (e.g., construction)
project, will U.S. engineering and
professional services be used?

b. Construction contract (FAA
Sec. 611(c)): If contracts for
construction are to be financed, will they
be let on a competitive basis to maximum
extent practicable?

c. Large projects,
Congressional approval (FAA Sec. 620(k)):
If for construction of productive
enterprise, will aggregate value of
assistance to be furnished by the U.S. not
exceed $100 million (except for productive
enterprises in Egypt that were described
in the Congressional Presentation), or
does assistance have the express approval
of Congress?

24, U.8. Audit Rights (FAA Sec.
301(d)): If fund is established solely by
U.S., contributions and administered by an
international organization, does
Comptroller General have audit rights?

25. Communist Assistance (FAA Sec.
620(h). Do arrangements exist to insure
that United States foreign aid is not used
in a manner which, contrary to the best
interests of the United States, promotes
or assists the foreign aid projects or
activities of the Communist-bloc
countries?

Yes.

N/A

N/A

N/A

N/A

Yes.

e
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26. Narcotics

a. Cash reimbursements (FAA
Sec. 483): Will arrangements preclude use
of financing to make reimbursements, in
the form of cash payments, to persons
whose illicit drug crops are eradicated?

b. Assistance to narcotics
traffickers (FAA Sec. 487): Will
arrangements take "all reasonable steps"
to preclude use of financing to or through
individuals or entities which we know or
have reason to believe have either: (1)
been convicted of a violation of any law
or regulation of the United States or a
foreign country relating to narcotics (or
other controlled substances); or (2) been
an illicit trafficker in, or otherwise
involved in the illicit trafficking of,
any such controlled substance?

27. Expropriation and Land Reform
(FAA Sec. 620(g)): Will assistance
preclude use of financing to compensate
owners for expropriated or nationalized
property, except to compensate foreign
nationals in accordance with a land reform
program certified by the President?

28. Police and Prisons (FAA Sec.
660): Will assistance preclude use of
financing to provide training, advice, or
any financial support for police, prisons,
or other law enforcement forces, except
for narcotics programs?

29. CIA Activities (FAA Sec. 662):
Will assistance preclude use of financing
for CIA activities?

30. Motor Vehicles (FAA Sec.
636(1i)): Will assistance preclude use of
financing for purchase, sale, long-term
lease, exchange or guaranty of the sale of
motor vehicles manufactured outside U.S.,
unless a waiver is obtained?

Yes

Yes

N/A

Yes

Yes

Yes.

/M2
e
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31. Military Personnel (FY 1991
Appropriations Act Sec. 503): Will
assistance preclude use of financing to
pay pensions, annuities, retirement pay,
or adjusted service compensation for prior
or current military personnel?

32. Payment of U.N. Assessments (FY
1991 Appropriations Act Sec. 505): Will
assistance preclude use of financing to
pay U.N. assessments, arrearages or dues?

33. Multilateral Organization
Lending (FY 1991 Appropriations Act Sec.
506): Will assistance preclude use of
financing to carry out provisions of FAA
section 209(d) (transfer of FAA funds to
multilateral organizations for lending)?

34. Export of Nuclear Resources (FY
1991 Appropriations Act Sec. 510): Will
assistance preclude use of financing to
finance the export of nuclear equipment,
fuel, or technology?

35. Repression of Population (FY
1991 Appropriations Act Sec. 511): Will
assistance preclude use of financing for
the purpose of aiding the efforts of the
government of such country to repress the
legitimate rights of the population of
such country contrary to the Universal
Declaration of Human Rights?

36. Publicity or Propoganda (FY 1991
Appropriations Act Sec. 516): Will
assistance be used for publicity or
propaganda purposes designed to support or
defeat legislation pending before
Congress, to influence in any way the
outcome of a political election in the
United States, or for any publicity or
propaganda purposes not authorized by
Congress?

Yes

Yes

Yes

Yes

Yes

No

\ N
b
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37. Marine Insurance (FY 1991 Yes
Appropriations Act Sec. 563): Will any
A.I.D. contract and solicitation, and
subcontract entered into under such
contract, include a clause requiring that
U.S. marire insurance companies have a
fair opportunity to bid for marine
insurance when such insurance is necessary
or appropriate?

38. Exchange for Prohibited Act (FY No
1991 Appropriations Act Sec. 569): Will
any assistance be provided to any foreign
government (including any instrumentality
or agency thereof), foreign person, or
United States person in exchange for that
foreign government or person undertaking
any action which is, if carried out by the
United States Government, a United States
official or employee, expressly prohibited
by a provision of United States law?

CRITERIA APPLICABLE TO DEVELOPMENT
ASSISTANCE ONLY

1. Agricultural Exports (Bumpers
Amendment) (FY 1991 Appropriations Act No.
Sec. 521(b), as interpreted by conference
report for original enactment): If
assistance is for agricultural development
activities (specifically, any testing or
breedir = feasibility study, variety
improvement or introduction, consultancy,
publication, conference, or training), are
such activities: (1) specifically and
principally designed to increase
agricultural exports by the host country
to a country other than the United States,
where the export would lead to direct
competition in that third country with
exports of a similar commodity grown or
produced in the United States, and can the
activities reasonably be expected to cause
substantial injury to U.S. exporters of a
similar agricultural commodity; or (2) in
support of research that is intended
primarily to benefit U.S. producers?

No.
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2. Tied Aid Credits (FY 1991
Appropriations Act, Title II, under
heading "Economic Support Fund"):
funds be used for tied aid credits?

Will DA

3. Appropriate Technology (FAA Sec.
107): Is special emphasis placed on use
of appropriate technology (defined as
relatively smaller, cost-saving,
labor-using technologies that are
generally most appropriate for the small
farms, small businesses, and small incomes
of the poor)?

4, Indigenous Needs and Resources
(FAA Sec. 281(b)): Describe extent to
which the activity recognizes the
particular needs, desires, and capacities
of the people of the country; utilizes the
country's intellectual resources to
encourage institutional development; and
supports civic education and training in
skills required for effective
participation in governmental and
political processes essential to
self-government.

5. Economic Development (FAA Sec.
101 (a)): Does the activity give
reasonable promise of contributing to the
development of economic resources, or to
the increase of productive capacities and
self-sustaining econumic growth?

6. 8pecial Development Emphases (FAA
Secs. 102(b), 113, 281(a)): Describe
extent to which activity will: (a)
effectively involve the poor in
development by extending access to economy
at local level, increasing labor-intensive
production and the use of appropriate
technolngy, dispersing investment from
cities to small towns and rural areas, and
insuring wide participation of the poor in
the benefits of development on a sustained
basis, using appropriate U.S.
institutions; (b) encourage democratic
private and local governmental
institutions; (c) support the self-help
efforts of developing ccuntries; (d)
promote the participation of women in the
national economies of developing countries

BEST AVAILABLE DOCUMENT

No.

Yes

Assistance to the Ministries

of Finance and Justice will
strengthen indigenous analytic
capacity and enhance the

enabling environment for
increased investment, accelerated
growth, and job creation.
Assistance to the private

sector will strengthen indigenous
entrepreneurs' ability to
identify and respond to
profitable, productive Spprotunti
Support to business associations
will improve their capacity

to meet local information

and advocacy needs.

Yes.

Privatization of GPMB will
increase competition and

create increased income
opportunities for producers in
rural areas. Investments in othe
growth sectors of the economy
will create jobs and enhance
earning potential of rural pro-
ducers and urban poor; b) support
of local business associations
will encourage growth of democrat
institutions; c) the program's
emphasis on private sector-led
growth within a free market econo
mic framework will promote The
Gambia's self help efforts to
achieve sustainable, equitable
economic growth; d) technical
assistance and training is target
at sectors employing women and
will seek to promote private
initiatives by women entrepreneur

e) N/A. /\{*\t’
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and the improvement of women's status; and
(e) utilize and encourage regional
cooperation by developing countries.

7. Recipient Country Contribution
(FAA Secs. 110, 124(d)): Will the
recipient country provide at least 25
percent of the costs of the program,
project, or activity with respect to which
the assistance is to be furnished (or is
the latter cost-sharing requirement being
waived for a "relatively least developed"
country)?

8. Benefit to Poor Majority (FAA
Sec. 128(b)): If the activity attempts to
increase the institutional capabilities of
private organizations or the government of
the country, or if it attempts to
stimulate scientific and technological
research, has it been designed and will it
be monitored to ensure that the ultimate
beneficiaries are the poor majority?

9. Abortions (FAA Sec. 104(f); FY
1991 Appropriations Act, Title II, under
heading "Population, DA," and Sec. 535):

a. Are any of the funds to be
used for the performance of abortions as a
method of family planning or to motivate
or coerce any person to practice
abortions?

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

C. Are any of the funds to be
made available to any organization or
program which, as determined by the
President, supports or participates in the
management of a program of coercive
abortion or involuntary sterilization?

A waiver will be sought to exempt
recipient country from cost shari
requirement under the relatively
least developed nation provision.

Yes

No

No

No
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d. Will funds be made available
only to voluntary family planning projects
which offer, either directly or through
referral to, or information about access
to, a broad range of family planning
methods and services?

e. In awarding grants for
natural family planning, will any
applicant be discriminated against because
of such applicant's religious or
conscientious commitment to offer only
natural family planning?

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

g. Are any of the funds to be
made available to any organization if the
President certifies that the use of these
funds by such organization would violate
any of the above provisions related to
abortions and involuntary sterilization?

10. Contract Awards (FAR Sec.
601(e)): Will the project utilize
competitive selection procedures for the
awarding of contracts, except where
applicable procurement rules allow
otherwise?

11. Disadvantaged Enterprises (FY
1991 Appropriations Act Sec. 567): What
portion of the funds will be available
only for activities of economically and
socially disadvantaged enterprises,
historically black colleges and
universities, colleges and universities
having a student body in which more than
40 percent of the students are Hispanic
Anericans, and private and voluntary
organizations which are controlled by
individuals who are black Americans,
Hispanic Americans, or Native Americans,
or who are economically or socially
disadvantaged (including women)?

N/A

N/A

No

No

Yes

The technical assistance component
of this project will be fully
competed and socially dis-
advantaged enterprises will be
encouraged to submit proposals.
According to AID policy, contracts
for $500,000 or more will contain
1 provision requiring at least 10%
of the dollar value of the contract
be sub-contracted with a dis-
advantaged enterprise.

-}

20
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12. Biological Diversity (FAA Sec.
119(g): Will the assistance: (a) support
training and education efforts which
improve the capacity of recipient
countries to prevent loss of biological
diversity; (b) be provided under a
long-term agreement in which the recipient
country agrees to protect ecosystems or
other wildlife habitats; (c) support
efforts to identify and survey ecosystems
in recipient countries worthy of
protection; or (d) by any direct or
indirect means significantly degrade
national parks or similar protected areas
or introduce exotic plants or animals into
such areas?

13. Tropical Forests (FAA Sec. 118;
FY 1991 Appropriations Act Sec. 533(c)-(e)

& (g9)):

a. A.I.D. Regulation 16: Does
the assistance comply with the
environmental procedures set forth in
A.I.D. Regulation 167

b. Conservation: Does the
assistance plare a high priority on
conservation end sustmainable management of
tropical forests? Specifically, does the
assistance, to the fullest extent
feasible: (1) stress the importance of
conserving and sustainably managing forest
resources; (2) support activities which
offer employment and income alternatives
to those who otherwise would cause
destruction and loss of forests, and help
countries identify and implement
alternatives to colonizing forested areas;
(3) support training programs, educational
efforts, and the establishment or
strengthening of institutions to improve
forest management; (4) help end
destructive slash-and-burr agriculture by
supporting stable and productive farming
practices; (5) help conserve forests
which have not yet been degraded by
helping to increase production on lands
already cleared or degraded; (6) conserve
forested watersheds and rehabilitate those
which have been deforested; (7) support
training, research, and other actions

a) N/A
b) N/A
c) N/A

d) No

Yes

N/A
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which lead to sustainable and more
environmentally sound practices for timber
harvesting, removal, and processing; (8)
support research to expand knowledge of
tropical forests and identifyv alternatives
which will prevent forest destruction,
loss, or degradation; (9) conserve
biological diversity in forest areas by
supporting efforts to identify, establish,
and maintain a representative network of
protected tropical forest ecosystems on a
worldwide basis, by making the
establishment of protected areas a
condition of support for activities
involving forest clearance or degradation,
and by helping to identify tropical forest
ecosystems and species in need of
protection and establish and maintain
appropriate protected areas; (10) seek to
increase the awareness of U.S. Government
agencies and other donors of the immediate
and long-term value of tropical forests;
(11) utilize the resources and abilities
of all relevant U.S. government agencies;
(12) be based upon careful analysis of the
alternatives available to achieve the best
cistainable use of the land; and (13)
take full account of the environmental
impacts of the proposed activities on
biological diversity?

c. Porest degradation: Will
assistance be used for: (1) the
procurement or use of logging equipment,
unless an environmental assessment
indicates that all timber harvesting
operations involved will be conducted in
an environmentally sound manner and that
the proposed activity will produce
positive economic bhenefits and sustainable
forest management systems; (2) actions
which will significantly degrade national
parks or similar protected areas which
contain tropical forests, or introduce
exotic plants or animals into such areas;
(3) activities which would result in the
conversion of forest lands to the rearing
of livestock; (4) the construction,
upgrading, or maintenance of roads
(including temporary haul roads for
logging or other extractive industries)
which pass through relatively undergraded

(1)
(2)
(3)
(4)
(5)
(6)

No.
No.
No.
No.
No.
No.



- 20 -

forest lands; (5) the colonization of No
forest lands; or (6) the construction of
dams or other water control structures
which flood relatively undergraded forest
lands, unless with respect to each such
activity an environmental assessment
indicates that the activity will
contribute significantly and directly to
improving the livelihood of the rural poor
and will be conducted in an
environmentally sound manner which
supports sustainable development?

d. 8Sustainable forestry: If N/A
assistance relates to tropical forests,
will project assist countries in
developing a systematic analysis of the
appropriate use of their total tropical
forest resources, with the goal of
developing a national program for
sustainable forestry?

e. Environmental impact Yes
statements: Will funds be made available
in accordance with provisions of FAA
Section 117(c) and applicable A.I.D.
regulations requiring an environmental
impact statement for activities
significantly affecting the environment?

14. Energy (FY 1991 Appropriations
Act Sec. 533(c)): If assistance relates N/A
to energy, will such assistance focus on:
(a) end-use energy efficiency, least-cost
energy planning, and renewable energy
resources, and (b) the key countries where
assistance would have the greatest impact
on reducing enissions from greenhouse
gases?

15. 8ub-Saharan Africa Assistance (a) Yes.

(FY 1991 Approprietions Act Sec. 562,
adding a new FAA chapter 10 (FAA Sec. (b) Yes
496)): If assistance will come from the
Sub-Saharan Africa DA account, is it: (a)
to be used to help the poor majority in
Sub-Saharan Africa through a process of
long-term development and economic growth
that is equitable, participatory,
environmentally sustainable, and
self-reliant; (b) to be used to promote
sustained economic growth, encourage
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private sector development, promote
individual initiatives, and help to
reduce the role of central
governments in areas more appropriate
for the private sector; (c) to be
provided in a manner that takes into
account, during the planning process,
the local-level perspectives of the
rural and urban poor, including
women, through close consultation
with African, United States and other
PVOs that have demonstrated
effectiveness in the promotion of
local grassroots activities on behalf
of long-term development in
Sub-Saharan Africa; (d) to be
implemented in a manner that requires
local people, including women, to be
closely consulted and involved, if
the assistance has a local focus;

(e) being used primarily to promote
reform of critical sectoral economic
policies, or to support the critical
sector priorities of agricultural
production and natural resources,
health, voluntary family planning
services, education, and income
generating opportunities; and (f) to
be provided in a manner that, if
policy reforms are to be effected,
contains provisions to protect
vulne.able groups and the environment
from possible negative consequences
of the reforms?

16. Debt-for-Nature Exchange (FAA
Sec. 463): If project will finance a
debt-for-nature exchange, describe how the
exchange will support protection of: (a)
the world's oceans and atmosphere, (b)
animal and plant species, and (c) parks
and reserves; or describe how the exchange
will promote: (d) natural resource
management, (e) local conservation
programs, (f) conservation training
programs, (g) public commitment to
conservation, (h) land and ecosystem
management, and (i) regenerative
approaches in farming, forestry, fishing,
and watershed management.

(c)
(d)
(e)
(f)

Yes
Yes
Yes

Yes

N/A
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17. Deobligation/Reobligation
(FY 1991 Appropriations Act Sec. 515): If
deob/reob authority is sought to be
exercised in the provision of DA
assistance, are the funds being obligated
for the same general purpose, and for
countries within the same region as
originally obligated, and have the House
and Senate Appropriations Committees been
properly notified?

18. Loans
a. Repayment capacity (FAA Sec.
122(b)): Information and conclusion on

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

b. Long-range plans (FAA Sec.
122(b)): Does the activity give
reasonable promise of assisting long-range
plans and programs designed to develop
economic resources and increase productive
capacities?

c. Interest rate (FAA Sec.
122(b)): If development loan is repayable
in dollars, is interest rate at least 2
percent per annum during a grace period
which is not to exceed ten years, and at
least 3 percent per annum thereafter?

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

19. Development Objectives (FAA
Secs. 102(a), 111, 113, 281(a)): Extent
to which activity will: (1) effectively
involve the poor in development, by
expanding access to economy at local
level, increasing labor-intensive
production and the use of appropriate
technology, spreading investment out from

N/A

N/A

N/A

N/A

N/A

a)

Privatization of GPMB willAincrea
competition and create increased
income opportunities for producer
in rural areas. Invesments in
other growth sectors of the econo.
will create jobs and enhance
earning potential of rural pro-
ducers and urban poor; b) support
of local business associations
will enconrage growth of democrat
institutions; c) the program's
emphasis on private sector-led
growth within a free market econo
mic framework will promote The4?ii)
(continue next page) €
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cities to small towns and rural areas, and
insuring wide participation of the poor in
the benefits of development on a sustained
basis, using the appropriate U.S.
institutions; (2) help develop
cooperatives, especially by technical
assistance, to assist rural and urban poor
to help themselves toward better life, and
otherwise encourage democratic private and
local governmental institutions; (3)
support the self-help efforts of
developing countries; (4) promote the
participation of women in the national
economies of developing countries and the
improvement of women's status; and (5)
utilize and encourage regional cooperation
by developing countries?

20. Agriculture, Rural Development
and Nutrition, and Agricultural Research
(FAA Secs. 103 and 103A):

a. Rural poor and small
farmers: If assistance is being made
available for agriculture, rural
development or nutrition, describe extent
to which activity is specifically designed
to increase productivity and income of
rural poor; or if assistance is being
made available for agricultural research,
has account been taken of the needs of
small farmers, and extensive use of field
testing to adapt basic research to local
conditions shall be made.

b. Nutrition: Describe extent
to which assistance is used in
coordination with efforts carried out
under FAA Section 104 (Population and
Health) to help improve nutrition of the
people of developing countries through
encouragement of increased production of
crops with greater nutritional value;
improvement of planning, research, and
education with respect to nutrition,
particularly with reference to improvement
and expanded use of indigenously produced
foodstuffs; and the undertaking of pilot
or demonstration programs explicitly
addressing the problem of malnutrition of
poor and vulnerable people.

Gambia's self help efforts to
achieve sustainable, equitable
economic growth; d) technical
assistance and training is tar-
geted at sectors employing women
and will seek to promote private
initiatives by women entrepreneur
e) N/A.

Privatization of marketing board
will increase competition and
yield efficiency gains in trans-
port, processing, and export

of agricultural commodities.
Technical assistance will improve
responsiveness to world market
signals and provide access to
productivity enhancing technolo-
gies.

N/A
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c. Food security: Describe
extent to which activity increases
national food security by improving food
policies and management and by
strengthening national food reserves, with
particular concern for the needs of the
poor, through measures encouraging
domestic production, building national
food reserves, expanding available storage
facilities, reducing post harvest food
losses, and improving food distribution.

21. Population and Health (FAA Secs.
104(b) and (c)): If assistance is being
made available for population or health
activities, describe extent to which
activity emphasizes low-cost, integrated
delivery systems for health, nutrition and
family planning Zor the poorest people,
with particular attention to the needs of
mothers and young children, using
paramedical and auxiliary medical
personnel, clinics and health posts,
commercial distribution systems, and other
modes of community outreach.

22. Education and Human Resources
Development (FAA Sec. 105): If assistance
is being made available for education,
public administration, or human resource
development, describe (a) extent to which
activity strengthens nonformal education,
makes formal education more relevant,
especially for rural families and urban
poor, and strengthens management
capability of institutions enabling the
poor to participate in development; and
(b) extent to which assistance provides
advanced education and training of people
of developing countries in such
disciplines as are required for planning
and implementation of public and private
development activities.

23. Energy, Private Voluntary
organizations, and Selected Development
Activities (FAA Sec. 106): If assistance
is being made available for energy,
private voluntary organizations, and
selected development problems, describe
extent to which activity is:

N/A

N/A

N/A

N/A

14
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a. concerned with data
collection and analysis, the tra‘ning of
skilled personnel, research on and
development of suitable energy sources,
and pilot projects to test new methods of
energy production; and facilitative of
research on and development and use of
small-scale, decentralized, renewable
energy sources for rural areas,
emphasizing development of energy
resources which are environmentally
acceptable and require minimum capital
investment;

b. concerned with technical
cooperation and development, especially
with U.S. private and voluntary, or
regional and international development,
organizations;

c. research into, and
evaluation of, economic development
processes and techniques;

d. reconstruction after natural
or manmade disaster and programs of
disaster preparedness;

e. for special development
problems, and to enable proper utilization
of infrastructure and related projects
funded with earlier U.S. assistance;

f. for urban development,
especially small, labor-intensive
enterprises, marketing systems for small
producers, and financial or other
institutions to help urban poor
participate in economic and social
development.

D15
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CRITERIA APPLICABLE TO ECONOMIC SUPPORT
FUNDS ONLY

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

2. Military Purposes (FAA Sec.
531(e)): Will this assistance be used for
military or paramilitary purposes?

3. Commodity Grants/Separate
Accounts (FAA Sec. 609): If commodities
are to be granted so that sale proceeds
will accrue to the recipient country, have
Special Account (counterpart) arrangements
been made? (For FY 1991, this provision
is superseded by the separate account
requirements of FY 1991 Appropriations Act
Sec. 575(a), see Sec. 575(a)(5).)

4. Generation and Use of Local
Ccurrencies (FAA Sec. 531(d)): Will ESF
funds made available for commodity import
programs or other program assistance be
used to generate local currencies? If so,
will at least 50 percent of such local
currencies be available to support
activities consistent with the objectives
of FAA sections 103 through 106? (For FY
1991, this provision is superseded by the
separate account requirements of FY 1991
Appropriations Act Sec. 575(a}, see Sec.
575(a) (5).)

5. Cash Transfer Requirements (FY
1991 Appropriations Act, Title II, under
heading "Economic Support Fund," and Sec.
575(b)). If assistance is in the form of
a cash transfer:

a. Beparate account: Are all
such cash payments to be maintained by the
country in a separate account and not to
be commingled with any other funds?

N/A

N/A

N/A

N/A

N/A



- 27 -

b. Local currencies: Will all
local currencies that may be generated
with funds provided as a cash transfer to
such a country also be deposited in a
special account, and has A.I.D. entered
into an agreement with that government
setting forth the a1 ount of the local
currencies to be generated, the terms and
conditions under which they are to be
used, and the responsibilities of A.I.D.
and that government to monitor and account
for deposits and disbursements?

c. U.8. Government use of local
currencies: Will all such local
currencies also be used in accordance with
FAA Section 609, which requires such local
currencies to be made available to the
U.S. government as the U.S. determines
necessary for the requirements of the U.S.
Government, and which requires the
remainder to be used for programs agreed
to by the U.S. Government to carry out the
purposes for which new funds authorized by
the FAA would themselves be available?

d. Congressional notice: Has
Congress received prior notification
providing in detail how the funds will be
used, including the U.S. interests that
will be served by the assistance, and, as
appropriate, the economic policy reforms
that will be promoted by the cash transfer
assistance?
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