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A.I.D. PROGRAM NO. 680-0206 

AMENDMENT NUMBER THREEiA 

TO THE 

PROGRAM GRANT AGREEMENT 

~ m e n d m e n t  Number Three-A t o  the Program Grant Agreement dated September 
30, 1991, as amended, between the United States of America, acting through the 
Agency for International Development ("A.I.D.") and the Republic of Benin 
("Granteen) for the Children's Learning and Equity Foundations Program (The 
"Agreement"). 

WHEREAS, the Grantee and A.I.D. (together "the Parties") entered into a Grant 
Agreement dated September 30, 1991 for the Children's Learning and Equity 
Foundations Program, as amended on September 30, 1992, further amended on 
September 29, 1993 and again on September 29, 1993; 

WHEREAS the parties now wish to continue the Program and t o  increase the 
amount of A.I.D.'s contribution by an increment of Three Million United States 
("U.S.") Dollars ($3,000,000) for Supplemental Tranche 3-A; 

NOW THEREFORE, the Grantee and A.I.D. agree that the Agreement is hereby 
amended as follows: 

In Section 3.1, delete the phrase "Thirty Six Million Five Hundred Thousand United 
States ('U.S.') Dollars ($36,500,000)" and insert in lieu thereof "Thirty Nine Million 
Five Hundred Thousand United States ('US.') Dollars ($39,500,000)". 

In Section 3.2(bI, delete the phrase "Eight Million Seven Hundred and Seventeen 
Thousand United States ('U.S.') Dollars ($8,717,000)" and insert in lieu thereof 
"Thirteen Million One Hundred Sixty Seven Thousand United States ('U.S.') Dollars 
($13,167,000)". 

Insert a new Section 4.3.B as follows: 

"4.3.8. Conditions Precedent to  Disbursement of Su~alemental Tranche 3- 
A. Prior to  the disbursement of Three Million United States ('U.S.') Dollars - 
($3.000.000) under the Grant for Supplemental Tranche 3-A, the Grantee 
shall, except as A.I.D. may otherwise agree to in writing, furnish or have 
furnished to A.I.D., in form and substance satisfactory to  A.I.D.: 



a) Evidence that the Government of Benin has an approved plan 
for procurement and distribution of textbooks that involves an active role for 
APEs in ensuring delivery. 

. - 
b) Evidence of a Ministry of Education plan to publicize, among 

APEs, (i) the FQL standard for textbooks and (ii) the strategy and 
mechanisms to distribute textbooks to the first and second grades in each 
school. 

' C) Evidence that the Ministry of Finance has made available in 
favor of the Ministry of Education the resources necessary for rapid 
procurement of textbooks for the first and second grades in each school in 
the 1994-95 school year. 

Insert a new Section 4.5[e): 

"(e) If the conditions specified in Section 4.3.B have not been met by  
December 31, 1994, or such other dates as A.I.D. may agree to in writing, 
A.I.D., after consultations with the Grantee may, at  its option, terminate this 
agreement by written notice t o  the Grantee. 

insert a new Section 5.2 as follows: 

"Covenants for the Supplemental Tranche 3.A.: 

a) The GOB hereby covenants that any textbook distribution program to 
primary schools in  the 1994-95 school year will be subject to  an audit and 
occassional spot audits by relevant GOB authorities . 

b) The GOB hereby covenants that progress on Conditions a and b will 
henceforth be included in the annual progress report (bilan annuel)." 

Except as amended herein, the Agreement remains in full force and effect. 

1N WITNESS WHEREOF, the Grantee and the United States of America, each acting 
through its duly authorized representative. have caused this Agreement to  be 
signed in their names and delivered as of the day and year last written below. 



Title: U.S. Ambassador to 
the Republic of B h i n  

Title: Minister of Foreign Affairs b 
Cooperation 

Title: U.S.A.I.D. Representative Title: Minister of Finan~4%,~- 

Date: & 4 ,  /7w 
I 
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A.I.D. PROGRAMME NO. 680-0206 

- - 

AMENDEMENT NUMERO TROIS-A 

A L'ACCORD DE SUBVENTION 

DU PROGRAMME 

"AMELIORATION DU NIVEAU DE L'EQUiTE 
DE L'ACQUIS DE CONNAISSANCES DES ENFANTS" 

Amendement Numéro Trois-A. en date du 25 juillet 1994, à l'Accord de Subvention 
du 30 septembre 1991, entre le Gouvernement des Etats-Unis d'Amérique, agissant 
par I'intermédiairede l'Agence des Etats-Unis pour le Développement International 
("A.I.D.") et la République du Bénin ("Bénéficiaire"), pour le Programme 
"Amélioration du Niveau et de I'Equité de l'Acquis de Connaissances des Enfants" 
("Accord"). 

CONSIDERANT QUE, le Bénéficiaire et 1'A.I.D. ("les Parties") sont les parties à un  
Accord de Subvention daté du 3 0  Septembre, 1991 pour le Programme 
"Amélioration du Niveau et de I'Equité de l'Acquis de Connaissances des Enfants", 
amendé le 3 0  Septembre, 1992, smendé une deuxième fois le 29 Septembre, 1993 
et encore le 29 Septembre, 1993; 

CONSIDERANT QUE, les Parties désirent continuer le Programme et augmenter la 
subvention de 1'A.I.D. de Trois Millions de Dollars (3.000.000 5 )  des Etats-Unis 
(EU) pour la Tranche Supplémentaire 3-A; 

PAR CONSEQUENT, le Bénéficiaire etI'A.1.D. conviennent que l'Accord est amendé 
comme suit: 

Au Paragraphe 3.1, effacer "Trente-Six Million Cinq Cent Mille Dollars des E.U. 
130.500.000 S E.U.1" et remplacer par "Trente-Neuf Million Cinq Cent Mille Dollars 
des E.U. (39.500.000 $ E.U.)". 0 .  

Au Paragraphe 3.2(b), effacer "Huit Million Sept Cent Dix-sept Mille Dollars des 
E.U. (8.777.000 $ E.U.)" et remplacer par "Treize Miliion Cent Soixante Sept Mille 
Dollars des E.U. (1 3.167.000 S E.U.)". 

Insérer un nouveau Paragraphe 4.3.5 comme suit: 

"4.3.B. Conditions Préalables au.Décaissernent de la Tranche Su~~ lémen ta i re  
S. Avant le décaissement des ~ r c i i s  Millions de Dollars des Etats-Unis 



(3.000.000 $ E.U.), au titre de la Subvention de cette Tranche Supplémentaire 3-A, 
le Bénéficiaire, devra, sauf dispositions contraires de  I'A.1.D. convenues par écrit, 
fournir ou faire fournir à I'A.I.D., en forme e t  substance jugées satisfaisantes par 
l'A.1.D: . - 

a)  La preuve que le Gouvernement du Bénin a un  plan d'acquisition et de 
distribution des  manuels scolaires qui a é té  approuvé et qui prévoit un rôle actif 
pour les parents d'élèves dans la distribution. 

b) La preuve que le Ministère d e  I'Education Nationale a un plan pour 
vulgariser au niveau des APE, [il les critères EQF pour les manuels scolaires et (ii) 
la stratégie e t  les mécanismes d e  distribution de  ces manuels scolaires aux élèves 
des classes d e  Cl et CP de chaque école. 

c) La preuve que le Ministère des  Finances a libéré au profit du Ministère de 
I'Education Nationale les ressources nécessaires pour l'acquisition rapide des 
manueb scolaires pour les classes CI e t  CP de chaque école pour l'année scolaire 
1994-95. 

Insérer un nouveau Paragraphe 4.5(e) comme suit: 

(e) Si toutes les conditions spécifiées au Paragraphe 4.3.B n'ont pas été 
satisfaites au 31 Décembre 1994, ou à une date ultérieure qu'elle aura apprguvée 
par écrit, I'A.I.D., qprès avoir consulté le Bénéficiaire, pourra à son gré, résilier le 
présent Accord sut. un écrit au Bénéficiaire. 

Insérer un nouveau Paragraphe 5.2 comme suit: 

"Dispositions pour la Tranche Supplémentaire 3.A": 

- -. 
a) Le Gouvernement du Bénin convient, par la présente, que tout programme 

de distribution de manuels scolaires aux écoles primaires pendant I'année scolaire 
1994-95 sera sujette à un audit e t  à des vérifications périodiques par les autorités 
compétentes du Gouvernement du Bénin. 

b) Le Gouvernement du Bénin convient que les progrès réalisés dans la 
satisfaction des  Conditions a et b seront intégrés au bilan annuel. 

Exceptés les amendements ci-dessus. ['Accord demeure en pleine force et vigueur. 

EN FOI DE QUOI, le Bénéficiaire et les Etats-Unis d'Amérique, agissant chacun à 
- .  travers son Représentant dûment mandaté, ont ordonné la signature du présent 

Amendement en leur nom, et Sa mise en vigueur à partir de la dernière date ci- 
dessous indiquée. 



ETATS-UNIS D'AMERIQUE 

Par: -. 

Nom: Ruth A. Davis ~ o m :  Robert Dossou 

Titre: Ambassadeur des Etats-Unis Titre: .Ministre des Affaires Etrangères 
près-la République du Bénin et de la Coopération 

Date: sep 0 9 1994 ~ a t e : e  

,pE 
R -.* A 

de I'USAID 
Titre: Représentant Résident 

~ - - - . -  
Titre: Ministre des ~ i n a h @ + w  

Spa. 

Date: 0 5 SEP. %g4' 
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Action Memorandum for the Director, REDSO/WCA 

From: ~ h o y /  F. Cornell/"g.l~ Representative to  Benin 

Date: JU&.%, 1994 '.I 
Subject: DOA 551 Concurrence in CLEF PAAD Amendment Ill-A and CLEF Program Grant Agreement 

Amendment Number Ill-A 

Problem: Your concurrence is requested in USAID/Beninls proposed Amendment Ill-A to the Program Assistance 
Authorization Document (PAAD) for the Children's Learning and Equity Foundations (CLEF) Program. Your 
concurrence is also requested in the accompanying CLEF Program Grant Agreement Amendment Ill-A. 

Background: The CLEF Program supports, through general budget support and conditionality, the Beninese 
basic education reform. CLEF was first authorized in FY 1991; the original project design envisioned disbursing 
$50 million in six tranches over six years. To date, $36.5 million has been obligated into four tranches. 
Conditions have focused on ensuring a sustainable f low of resources to 'basic education in Benin, in particular 
to non-salary exgenditures of the Ministry of Education (MEN). Conditions have also encouraged the 
development and execution of Action Plans by the MEN to plan and implement the reform of the basic education 
system. Two tranches have been disbursed, and the third will be disbursed in September, 1994. 

In Benin, most non-salary inputs to schools are financed by parents through their Parents Associations 
(Associations des Parents dfEleves -- APES). One of the major policy changes envisioned in the Benin education 
reform is that the government, primarily the MEN, will begin to pick up some of the non-salary costs currently 
financed by APES, such-as textbooks, pedagogical materials, furniture, and construction. At the heart of this - 
process is the Fundamental Quality Level (FQL) standard, recently defined by the MEN, for the minimum inputs 
necessary for each Beninese school. The MEN will employ the FQL standard when determining which schools 
should receive priority in receiving school supplies. 

Discussion: The recent dramatic devaluation of the CFA Franc by the countries of the West African Monetary 
Union is likely to improve the financial sustainability of the education system in Benin over the long-term by 
bringing salaries under control. However, the devaluation has had negative short-term impacts in terms of rising 
costs for some of the non-salary inputs to schools. Since these costs are presently borne by parents' 
associations, parents are bearing the brunt of the impact of the devaluation on the primary school system. In 
response, the MEN reform program shifts in financing, i.e. it begin to pick up the costs of non-salary inputs to 
schools right away. The MEN strategy is to concentrate on meeting the FQL standard for the first and second 
orades throughout the country. It has also proposed to rebate to APES in rural areas the portion of their budgets 
lost when the MEN announced that girls in rural areas are exempt from school fees. Both of these reforms are 
supported by the World Bank; however, the World Bank's project will not come on line until the 1995-96 school 
year. 

USAID supports these policy changes and wishes to signal its support through a Supplemental Tranche 3-A of 
CLEF valued at $3 million. The value of the tranche was determined by the U.S. Government pledge to 
contribute financially in the measures taken by donors accompanying the CFA devaluation. The appropriate 
modality of this Supplemental Tranche is general budget support, disbursed into the Government of Benin's 
account with the BCEAO, the bank of the West African Monetary Union. A waiver of the separate account and 
dollar tracking requirements is being obtained through the Congressional Notification process. The Africa Bureau 
Policy Memorandum in support of general budget support as the disbursement mechanism for CLEF has been 
attached to the PAAD Amendment as Annex E. 
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The attached CLEF PAAD Amendment Ill-A describes the Mission analysisof the MEN'S program and justifies 
a set of conditions precedent to  disbursement of the Supplemental Tranche 3-A. The attached CLEF Program 
Grant Agreement Amendment Ill-A will obligate the $3 million to the Government of Benin. The PAAD 
Amendment, Program Grant Agreement, and Tranche have all been labeled 3-A lor Ill-A) in order to  avoid the 
extreme confusion that would be caused by inserting each document into the existing stream of CLEF 
documents and planned disbursements. Because the Mission expects authorization, obligation and disbursement 
of this Supplemental Tranche to occur within the next three months, pipeline and forward funding guidelines 
do not come into play. 

The REDSOWCA review meeting, held on July 22, 1994, made two recommendations: (i) that the Africa 
Bureau Policy Memorandum in support of the general budget support disbursement mechanism be attached to 
the PAAD Amendment (see Annex 5 to the PAAD Amendment); and (ii) that this Action Memorandum clarify 
why this PAAD Amendment, Program Grant Agreement, and Tranche have all been labeled 3-A (see explanatory 
sentence above). 

Authority: In State 17571 3, USAlOMIashington delegated authority to the USAlD Representative to Benin, 
with the concurrence of the Director of REDSOWCA, to authorize CLEF PAAD Amendment Ill-A and to 
negotiate and sign CLEF Program Grant Agreement Ill-A. As per State 192226, the Congressional Notification 
has cleared Congress. The request for budget allowance has been submitted to USAID/Washington and is 
pending. 

Recommendation: That you concur in CLEF PAAD Amendment Ill-A and in CLEF Program Grant Agreement 
Amendment Number Ill-A, and that you signify your concurrence by signing in three places: (i l  on the approval 
line of this Action Memorandum; (ii) on the anached PAAD Facesheet; and (iii) in the clearances section at the 
end of the Program Grant Agreement Amendment Ill-A. 

Not Approved 

Clearances: 

GDO, DBaker - date - 
CONT, CJohnson - date - 
PRG, COgounchi - date - 

. PRG. GPokou - date - 
PRG. SSuggs date - 
ALA, ~ ~ n o t t  -7 date- 
AFRMIA, PTuebner draft date 29June94 

\paad3a.v4 - July 25, 1994 
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. - 
List of Acronvms 

APE 
BCEAO 
CFAF or CFA 
CLEF 
DDE 
FQL or EQF 
G DP 
GOB 
IMF 
MEN 
MOF 

L N PA 
PIL 
PAAD 
T A 
WAMU or UMOA 

Assaciation des Parents dJE1&ves 
Central Bank of the West African Monetary Union 
Communaute Financiere Africaine 
Children's Learning and Equity Foundations 
Direction Ddpartementale de I'Education 
Fundamental Quality Level 
Gross Domestic Product 
Government of Benin 
International Monetary Fund 
Ministbre de I'Education NationalelMinistry of Education 
Ministry of Finance 
Non-project Assistance 
ProgramIProject Implementation Letter 
Program Assistance Approval Document 
Technical Assistance 
West African Monetary Union 
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1. Summarv and Recommendation 

A. Summary 

Programmatically, the proposed Suplemental CLEF tranche has three important objectives. First, 
it visibly supports the GOB policy of exchange rate adjustment, which will help assure sound fiscal 
management, the overriding requirement of financial sustainability in the primary education reform 
effort. Second, it will help maintain the schedule of Benin's reform program in assuring key inputs 
into the FOL system in order to achieve the student achievement results forseen by the reform. 
And third, the Supplement will, through additional conditionality, strengthen the overall CLEF 
Program's participation element by laying the groundwork for greater involvement of parents' 
associations in decisions affecting the education of their children as well as improved Government 
responsiveness to  public concerns. 

The premise on which the Children's Learning and Equity Foundations (CLEF) Non-Project 
Assistance (NPAI program is based remains unchanged since previous authorizations: that the 
education sector in Benin collapsed because of a disconnect between educational goals and 
objectives on the one hand and budget planning and resource availability to support educational 
objectives on the other. If these deficiencies are corrected by defining national objectives and 
national achievement goals for students on the one hand, while ensuring that sufficient resources 
are made available to support these same national goals and priorities on the other, an effective 
primary education system in Benin can be refloated -- which will meet efficiency, equity and 
sustainability goals. 

One of the expected policy changes under the education reform is a shift in the financing of key 
inputs to the school environment. Presently, parents (through their parents' associations -- 
Associations des Parents dlEleves -- APES) pay for all inputs to primary schools (textbooks, 
construction, school benches, teaching materials, uniforms, etc.) except for teachers' salaries and 
administrative costs, paid for by the government. The reform envisages eventually shifting some 
of the material costs to the government, such as teaching materials, textbooks, construction. That 
shift is embodied in the Ministry of Education (MEN) process of defining a standard Fundamental 
Quality Level (FQLI for primary schools and directing non-salary expenditures toward schools that 
do not meet that standard. However, because program implementation is in its earliest stages (the 
MEN has only recently finalized the FQL definition), the burden of financing primary education 
continues to  rest on the resources of students' families and the precise agreement of what inputs 
parents will continue to be responsible for has not been arrived at. 

Benin's recent devaluation was a courageous and politically difficult action to ensure fiscal 
stabilization and responsibility. By adjusting the value of the CFA Franc, the GOB has addressed 
the singlemost overriding prerequisite to a sustainable education system: long-term availability of . 

budgetary resources and sound fiscal policy. However, the devaluation impact has had a three-fold 
negative effect on this strategy which had to be addressed. First, it raised and often doubled unit 
costs for those inputs the Ministry of Education had agreed to pick up so that school would meet 
FQL standards. For example, since school books are imported, the numoer of school books which 
could be acquired was cut in half. 

Second, the devaluation hit poorer income families hard, prohibiting them from taking up -- as they 
have so many times in the past -- the responsibilities the Government was unable to meet. 

\paad3a.v4 - July 25. 1994 
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Third, the devaluation did not only adversely affect education, but other social and critical sectors 
as well. Thus, the Central Government's ability to provide additional resources to the Ministry of 
Education was limited since health, housing, infrastructure, communications all had similar claims 
on additional resources. Thus, while the central government did make additional funds available 
to education, it was not enough to  off-set the impact of devaluation or assure continuity of the FQL 
strategy for this year. 

Consequently, the GOB is proposing, along with various other post-devaluation measures, to  
relieve parents of the most significant burdens of supplying key school supplies. This would action 
is effectively a continuation of the process of the GOB providing more of the non-salary inputs to 
the primary schools -- thus making the parents' associations' tight budget stretch further in this 
critical time. The Mission proposes to  recognize and support this process by providing a one-time 
Supplemental CLEF Tranche of budgetary support. In return, as a condition to disbursement of this 
Supplemental Tranche, the GOB will further lay the groundwork for strengthening the role of APES 
in overseeing education reform and the use of education funds. 

In sum, the GOB exchange rate adjustment will in the long run pr0vid.e a significant boost to the 
GOB's and CLEF'S goal of financial sustainability. Maintaining the system of getting FQL defined 
inputs into schools will produce the student achievment results as expected Further involving 
parents will complement that effort by enhancing the public's participation in sustaining a national 
consensus on the goals of education reform in Benin. 

This Program Assistance Approval Document (PAADI Amendment lays out the macro-economic 
situation in Benin following on devaluation (Section Ill, then describes both progress to date under 
CLEF (Section 1II.A) and the specific problem of financing inputs to the school system in the post- 
devaluation period (Section 111.81. The GOB's response to that problem is then described, followed 
by USAID's reasons for supporting the GOB in its efforts through general budget support, and a 
sketch of other donor responses to the devaluation (Section 1II.C). The modality chosen for this 
Supplemental Tranche and the conditions precedent to disbursement are found in Section I1I.D. 
Finally, the updated program financial plan (Section 1II.E) and monitoring and evaluation (Section 
1II.F) wrap-up this PAAD Amendment. 

B. Recommended Action 

USAlDlBenin recommends approval and authorization of a Supplemental Tranche 3-A for the 
Children's Learning and Equity Foundations (CLEF) Program for the Government of Benin. This 
amendment would raise the total contemplated life of project to $53,500,000. 

II. Macro-Economic U~da te  

A. Economic Recovery and Structural Adjustment Performance 

With the return of social and political stability resulting from Benin's 1991 return to  democracy, 
the Beninese economy has begun to recover as a result of its five-year structural reform efforts. 
Real Gross Domestic Product (GDPI increased by 4.7% in 1991 and by 4.3% in 1992 and again 
in 1993. This performance derives from significant increases in the production of cotton, a strong 
performance in construction and public works, and increased use of the Cotonou Port. Inflation 
was held to 3.4% on average in 1992-93. Public finances have improved considerably with an 
increase surplus in the operations account thanks to certain budgetary reforms and limits on the 
wage bill. The operations budget includes the recurrent, transport, pension, and investment 
accounts but exlcudes debt financing and donors contributions. The overall balance of payments 
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situation has also registered continued surpluses. Official reserves-have increased considerably, 
reaching the equivalent of 6 112 months of imports, reflecting improvements in exports and 
significant reflows of flight capital. 

The 1 991 -1 994 Structural Adjustment Program aimed mainly at: 

a) restructuring of the fiscal system in order to increase budgetary revenues while simplifying 
the tax code and encouraging private sector activities; 

b) fundamental reform of budgetary and accounting procedures in order to significantly 
improve budget preparation and-execution; 

c) restructuring public expenditures, especially by reducing the wage bill through a reduction 
in the number of public civil servants while increasing expenditures dedicated to  goods and 
services especially in the priority sectors of health and education; 

d) considerable improvement in the programming and monitoring of investment expenditures; 
: b. i 

e) reform of public sector financial management. 

These measures are meant to improve budgetary receipts as a percentage of GDP, significantly 
reduce the overall budget deficit, eliminate payment arrears on international debt, and improve the 
quality of investment expenditures as well as implementation efficiency. Internal arrears are also 
to be paid off by the end of the program. 

According to World Bank and IMF reviews and analyses, the principal objectives of the Structural 
Adjustment Program are on track. 

In 1992-93, the budgetary surplus in the operations budget continued to improve as a function of 
increases in receipts and limits on expenditures. The budget surplus rose from 2.7 billion CFA in 
1991 (.5% of GDP) to 7.2 billion CFA in 1992 (1.2% of GDP) and to an estimated 13.7 billion CFA 
in 1993 (2.4% of GDP), meeting program objectives. In addition, when factoring in debt financing, 
the overall budget deficit of 7.8% of GDP in 1992 was better than program objectives. In 1993 
the budget deficit again decreased to approximately 4.3% of GDP, again beyond intended results. 
This reflects the GOB'S determination to adhere to the requirements of the structural adjustment 
program. However, during the period of the program, the overall budget will remain in deficit but 
is expected to  improve as fiscal measures are more effectively implemented. 

Total receipts increased 13.5% in 1992 with larger than expected receipts from the value added 
tax, again exceeding program objectives. In 1993, the increase was 10.5%. Non-salary expenses 
have been contained within the limits fixed by the program both in 1992 and in 1993, but the 
wage bill exceeded the level ceiling agreed upon, due to an underestimation of the costs involved 
in regrading the salary levels of civil servants, In contrast to  Benin's good domestic performance, 
external financing has been considerably lower than expected. Overall public expenditures again 
exceeded program objectives in 1992. In 1993, investment implementation was weaker than 
~roiected. 

The complete reorganization of the fiscal system begun in 1989 resulted in a new value added tax 
system in  May 1991 and a new tariff system in 1993. These have led to significant improvements 
in budget receipts. 

An important number of measures were adopted to limit fraud and improve the efficiency of the 
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customs administration. Specific measures were taken to strengthe~ control of the re-export trade 
to Nigeria. 

Regarding expenditures, the reform efforts in 1992-1993 targetted the reduction of the size of the 
civil service during the second phase of the program's voluntary departure program. Within this 
program, 2,610 permanent civil servants left the government rolls in 1992. In 1993, 2,338 civil 
servants departed. As a result of the departure program, a freeze on hiring and normal retirements 
and attrition, the total number of civil servants fell from 36,900 at the end of 1991 to 33,395 by 
the end of 1993. In 1993, the wage bill was brought down to  the equivalent of 49% of budget 
receipts versus 56% in 1992 and 61  % in 1991. 

Since the beginning of structural adjustment, the GOB has made considerable progress in the area 
of privatization and parastatal reform. The overall strategy was to privatize or liquidate certain 
enterprises, restructure those which were not to be privatized, while simultaneously improving the 
institutional and legal environment, especially in the areas of management and price liberalization. 
During the period 1990-1 992, eight enterprises were privatized, 1 1 were proposed for sale to the 
private sector, and 14 others were liquidated. A t  the end of 1992, studies were under way for six 
additional parastatals and two  were under restructuring. Despite these results certain difficulties 
in the privatization process were encountered in 1992 and 1993. The regulating legislation 
permitting greater autonomy to parastatals was adopted by the government and transmitted to the 
National Assembly in 1993, but has not yet been voted on. 

The restructuring of the financial system was an important element of the structural adjustment 
program in 1992 and 1993. Banking activities have benefitted as a result of renewed business 
confidence as well as continued improvement in Benin's overall economic situation. Four private 
international banks have resumed activities since 1993. The process of reimbursing the depositors 
for losses that resulted from liquidated or closed banks has continued as planned. Similarly, during 
the years of 1989 through 1993 restrictions on trade and the regulation of activities and 
investments in the private sector have been successfully liberalized, meeting program objectives. 

Because of the structural adjustment program, Benin is now embarking on a new strategy of 
development which limits the role of the State in providing services while aggressively promoting 
greater private sector development as the motor of growth for the economy. 

8. Competitiveness, the Devaluation, and the new Structural Adjustment Objectives 

Despite the considerable progress in restructuring the economy since 1989, Benin's economy 
remains fragile due to low agricultural productivity, limited diversification of the economy, and 
continued low savings and domestic investment rates. Domestic production has been exposed to 
strong competition on the pan of neighboring countries, especially Nigeria, which benefit from 
lower production costs and economies of scale, making Benin less attractive to foreign investors. 
These constraints limit prospectives for growth and employment generation. 

In order to directly address the issue of competitiveness, the GOB agreed with its partners of the 
West African Monetary Union (UMOA) to devalue the CFA Franc by 50% against the French 
Frano. Thin adjuetrnant, in coordinafion with structural policy changes, was meant to stimulate 
exports and promote import substitution, thereby substantially improving the profitability of 
domestic enterprise. Devaluation and the liberalization of structural policies aimed at opening up 
the economies of CFA countries were initiated to  stimulate investment and promote capital 
investment. 

The principal objective of the structural adjustment strategy is to increase the GDP growth rate to 
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between 5% to  5 112% per year beginning in 1995. This acceleration should encourage the 
growth of small and medium enterprises. The agriculture sector is also expected to diversify 
exports by taking advantage of unused lands, by intensification of agricultural methods and by 
identifying new products and markets. The service sector (especially transport and tourism) should 
also improve. 

In addition t o  the exchange rate adjustment, the strategy projects the investment rate to increase 
from 12% of GDP in 1991 192 to  18% in 1995196. it anticipates that public investment program 
for the period 1994-1996 will be strengthened by targetting priority sectors which include 
transport, telecommunications, health and education. The program also expects to substantially 
promote private sector investment. These new investments are to be financed not only by donor 
contributions, but also by increases in internal savings which are projected to grow from 4% of 
GDP i n  1991 192 to  approximately 6% in 1995196. These increases will be the result of 
improvements in public finances as well as increasing private sector investments. The primary 
sector, mainly supported by cotton production, will remain one of the principal sources of GDP 
growth for the next decade. Non-traditional export production will continue to improve and the 
industrial sector should also see an expansion of more than 6% on average especially in textile 
production. In order to increase public savings and investment, budget policy will continue to focus 
on controlling salary expenditures while improving the efficiency of the fiscal system. 

C. Early Effects of the Devaluation 

1. Overall 

According to  recent studies, business operators have perceived the devaluation very negatively. 
Across all sectors, it is believed by the private sector that the devaluation has constituted a 
decrease in production resulting from significant increases in the resources necessary to continue 
their activities on the one hand, and the increase in prices which have reduced demand on the 
other. According to experts, the reduction in economic activity in 1994 is estimated at 30% for 
the industrial sector and 40% for the commercial sector. These results are due in part to the fact 
that the industrial sector is not in the position to substitute local goods and services for currently 
imponed inputs. This structural rigidity in industrial production has resulted in significant price 
increases which have been passed on to consumers. 

On the commercial side, the devaluation has increased the cost of all imported goods which directly 
affect the poorer elements of society. In the case of the education sector, imported educational 
materials are now considerably more expensive; this has a direct impact on the ability of parents 
to  purchase required inputs for their children. 

To counter-balance the negative impacts caused by the devaluation, a corresponding increase in 
the price of exports is anticipated. However, the,adjustment will require a certain lag period. In 
effect, the growth potential for primary products will require diversification which will not occur 
over the short-term. 

Concerning international trade, one expects a significant drop in imports both by mdustrial 
enterprises as well as commercial enterprises. However, substitution of local products for imported 
intermediate goods appears extremelv weak among industrial enterprises already in existence. The 
drop in imports after the devaluation, in concert with the simultaneous drop in household demand 
for 0-JS and services will continue to plague Benin's economy over the next several years. 
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Regarding inflation, the prices of industrial sales have increased by. 12% after devaluation and are 
expected to  undergo another price increase of 8% before the end of the year, before stabilizing in 
1995. These figures however, are underestimated since it is estimated that the industrialist 
sector's cost of production has increased by 75% due to the devaluation. As a result, the 
commercial sector has increased prices by 73% and expect a further increase of more than 86% 
in 1995. After an initial explosion of prices which reached 100% following the devaluation 
announcement, projections are of an economy-wide inflation of 30%. The full measure of inflation, 
however, can not be evaluated before 1995, given the state of flux of the economy after the 
devaluation and the lack of definitive measures by the GOB to address the devaluation. 

2. Inflation Impact on School Inputs , 

Devaluation's inflationary impact has had a marked effect on costs associated with critical key 
inputs. Table i compares pre and post devaluation costs of key inputs associated with Benin's 
recently acquired definition of FOL schools. 

Table I 

I School Furniture 1 750 I 1000 11 

ITEMS 

Text Books 

Pedagogical Equipment 

Pedagogical Material 

I Teacher Re-Training 1 4,000 1 7.000 11 
1 School Equipment 1 75,000 I 100,000 11 

UNIT PRICE PRE- 
DEVALUATION 
(CFAI 

2,500 

35,000 

10,000 

UNIT PRICE POST- 
DEVAULATION 
(CFA) 

5,000 

50,000 

15,000 

Tables and Benches 

I School Rehabilitation 1 400,000 1 500.000 
School Construction 800,000 

!I 8,000 

1,000,000 
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Latrines - 
School Fees for Girls 

Action Plans 

200,000 
- - - - - - - 

250,000 
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1II. Proaram Assistance Description 

A. Progress to  Date - 

The overriding Program Purpose of Benin's CLEF program- remains unchanged: to  institute an 
efficient, effective, equitable primary education system in Benin that is sustainable. The supporting 
objectives are: 

A. improve educational quality by upgrading key pedagogical systems and inputs; 

9. increase the equity of access to fundamental quality primary education services; 

C. establish a sustainable financial base for primary education; and 

D. establish effective and efficient sectoral planning and management as well as wide-spread 
public participation in primary education. 

With the completion of the first phase of CLEF (planning and finalization of the action plans -- 
Tranche~ 1 and 21, CLEF has now moved into the second phase (program implementation -- 
Tranche~ 3, 4 and 5). As explained in Amendment No. Ill, this second phase focuses on putting 
in  place the institutional arrangements necessary to ensure sustainable change in the sector, 
establishing baselines and more specific targets with regard to impact of action plans and initial 
program activities. 

The GOB is currently finalizing its actions to  meet the conditions for disbursement of Tranche 3. 
In a two day program review meeting between USAlD and MEN officials responsible for 
implementing education reform, chaired by the Minister of Education, all conditions for Tranche 3 
were reviewed for both their pertinence to achieving impact and for their implementation status. 
As a result, Program Implementation Letter 12 was issued outlining the agreed upon critical 
benchmarks the GOB must achieve for disbursement. On June 6, the Mission Implementation 
Committee for CLEF reviewed all conditionality. The results of tha: txhaustive set of meetings 
constitute the basis of the analysis of program to date. 

The Mission believes that the GOB will meet conditions for disbursement of Tranche 3 by the 
beginning of the 1994-1 995 school year. Specific elements are described in the GOB/USAID 1994 
Program Conditionality Matrix included as Annex C. Highlights are: 

o The GOB has adopted the FQL approach, defined the FQL standard, and institutionalized 
it in their planning and budget process, to the point that the program is often referred to nationally 
as the FQL program. Certain procurements have been made against the FQL criteria, and the 1994 
budget submitted to  the National Assembly begins to reflect the FQL approach. 

o The GOB has adopted a major reform to orient national thinking toward student 
achievement measures. Achievement norms have been set for each grade level. a new curriculum 
ueveloped for grades 1 and 2 (to be tested in the 1994-95 school year) and a sample achievement 
test prepared which should serve as a national (and CLEF) data base on student achievement 
progress. 

o Some strides have been made in teacher retraining, but need to be accelerated. Teacher 
profiles will have been established by the opening of the school year and the teacher retraining 
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structures reorganized and revitalized. The GOB is working with .the US PVO IFESH to provide 
volunteers to  help in the initial inputs into the regional levels of the training process. However, a 
full definition of retraining objectives and needed training modules have yet to be developed. 

o The Government is making considerable progress in developing its Information Management 
systems and statistics collections, with the school statistics from the 1991 and 1992 school years 
already published and the 1993 and 1994 editions available by February 1995, future year editions 
t o  be published in the February following the previous school year. Other statistical collection and 
usage processes are also in operation, notably one regarding statistics on school opening and 
another on leaving exam results. An M1.S needs assessment study has been completed. 

o There is also some progress in the financial management area, although this remains the 
area which needs the most attention of the GOB. A quarterly expenditure reporting system is set 
up and will be generating reports in a scheduled fashion by the time of Tranche 3 disbursement, 
but is sluggish and needs refinement. Delays in getting funds to  needed reform activities and key 
procurements persist, but the focal point seems to be moving from Ministry of Finance reluctance 
to  make funds available to technical problems within the Ministry of Education once funds are 
received. 

B. The Problem: Financing of Inputs to Primary Education in Benin during the Post-Devaluation 
Period 

In Benin, there are three possible sources of financing for inputs to primary schools: parents and 
parents' associations (APES}, the central and departmental governments, or donors. Before the 
Beninese education reform, APEs were responsible for financing nearly all inputs to primary schools. 
School fees paid by parents to their APE covered the costs of textbooks, teaching materials, 
furniture, construction/rehabilitation of the school, and administrative costs of the school and the 
departmental and district office. The only inputs which the government was financing were 
teachers' salaries and administrative costs at the national level of the Ministry of Education. When 
Benin's financial and budget systems collapsed to the extent that even civil servants' salaries were 
not paid, many APEs picked up the costs of their teacher's salary as well, thus funding every input 
into the learning environment of their children. (Under structural adjustment, the GOB has since 
ensured prompt payment of government workers' salaries including teachers as well as repayment 
of the arrears accumulated since 1986.) However, given employment freezes under the Structural 
Adjustment Program, APEs continue to hire replacements for retired or deceased teachers through 
an informal non-civil service system of tutors. 

Under the Beninese education reform program, assisted by USAID, the GOB committed to taking 
on more of the burden of financing non-salary inputs to the school. With the definition of the 
Fundamental Quality Level School (FQL) standard adopted, the Ministry of Education has unified 
the definition of inputs to all schools in Benin. The determination of the financial requirements of 
the overall system, based on the FQL definition, has also convinced the GOB of the need for the 
central or departmental governments to pick up some education expenditures expected of parents, 
such as school books, other learning materials, teachers' and classroom kits. However, GOB 
progress in this area has been slow. Going into Academic Year 1993-1994, 97,000 textbooks 
have been procured. Approximately 550,000 are needed. To date 270 classrooms have been 
reconstructed out of the some 5,000 needed. And 1,000 of the 14,000 teachers' kits have been 
distributed. 

The 1994-1 995 school year is an important one to the GOB and to the USAlD CLEF program, since 
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the package of reforms (new curriculum, retrained teachers, testiqg for achievement compared 
against the 1993-94 baseline) will be tested out for the first time in first and second grade 
classrooms. If teaching materials, books and classroom kits are not made available in a timely 
manner to  these classes, the revised curriculum and teacher retraining will not be able to have its 
intended impact. 

For the 1994-1995 school year, the $18 million World Bank program was to have further 
contributed t o  transferring the burden of textbook purchases and school construction from the 
parents to  the state. However, because of internal delays within the World Bank outside the 
context of the GOB, the World Bank program will now only become operational in 1995-1 996, 
leaving the burden with the parents for one more year. 

However, parents will clearly not be able t o  bridge the gap in light of the recent devaluation. 
Parents and parents' associations are facing difficult choices in their budgeting. The effect of the 
devaluation (as intended) was to increase the costs of imports while reducing real wages -- thus 
reducing purchasing power overall. A side effect of devaluation is inflation, which has been 
pronounced in Benin (see Macro-Economic Update). These short term impacts of devaluation are 
particularly critical for education, as parents find that they cannot survive the double burden of 
adjusting family expenditures to the significant increased cost of living, while at the same time 
keeping schools equipped and functioning at the higher costs. 

In sum, of the three possible sources (parents, government, or donors) for financing the critical 
inputs necessary for meeting the FOL standard in first and second grades in the 1994-95 school 
year, neither parents nor other donors can do so. Therefore, as one of several measures 
accompanying the GOB'S decision to devalue, the Ministry of Education has chosen to accelarate 
the process of taking on more of the non-salary costs to meeting the FOL standard, and the GOB 
has asked for USAlD help. 

C. Addressing the Problem 

The proposed Suplemental CLEF tranche has three important objectives. First, it visibly supports 
the GOB policy of exchange rate adjustment, which will help assure sound fiscal management, the 
overriding requisite of financial sustainability in the primary education reform effor?. Second, it will 
help maintain the schedule of Benin's reform program in assuring key inputs into the FOL system 
in order to  achieve the student achievement results forseen by the reform. And third, the 
Supplement will, through additional conditionality, strengthen the participation element by laying 
the groundwork for greater involvement of parents' associations in decisions affecting the 
education of their children as well as improved Government responsiveness to public concerns. 

1. The Ministry of Education's FQL Program 

The MEN'S reform program has begun the process of transferring parts of the burden of purchasing 
school materials deemed essential by the country's FQL definition from parents to the Central 
Government. Parents' contributions and APE budgets are expected to remain at their current levels 
despite devaluation. But there the reform program will develop a clearer concensus on what 
parents' contributions will be applied to and what levels of contribution are reasonable. ' 

During the 1994-95 school year, the Ministry of Education will take over responsibiities for certain 
categories of inputs -- textbooks, teaching materials and equipment, student supplies, school 
benches, some emergency construction and classroom r.econstruction. In addition, upon strong 
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pressure from Parents' Associations, the MEN will offer some kind atoff-set mechanism to  restore 
to  local level control, funds lost as a result of a Ministry decision to exhonorate rural girls' school 
fees. Since the Ministry cannot provide all essential inputs at once to all schools, the general 
strategy in reaching the goal of FQL schools for at least 75 percent of all schools in Benin has been 
t o  begin at the first and second grades. Curriculum development, teacher training and testing were 
all focused on the first and second grades last year. A major element of inputs, procurement of 
textbooks, will now follow this pattern, providing one French text for every two students and one 
math book for every two  students (thereby assuring that each two-seat school bench has one set). 
Parents, teachers and directors have expressed some concern about totally ignoring the other 
grades, thus their construction plans, school kits distribution and other inputs were not necessarily 
t o  follow the first and second grade guideline, but to use criteria based on the greatest need. 

However, the devaluation impact has had a three-fold negative effect on this strategy which had 
t o  be addressed. First, it raised and often doubled unit costs for those inputs the Ministry of 
Education had agreed to  pick up so that school would meet FQL standards. For example, since 
school books are imported, the number of school books which could be acquired was cut in half. 

Second, the devaluation hit poorer income families hard, prohibiting them from taking up -- as they 
have so many times in the past -- the responsibilities the Government was unable t o  meet. 

Third, the devaluation did not only adversely affect education, but other social and critical sectors 
as well. Thus, the Central Government's ability to provide additional resources to the Ministry of 
Education was limited since health, housing, infrastructure, communications all had similar claims 
on additional resources. Thus, while the central government did make additional funds available 
to  education, it was not enough to off-set the impact of devaluation or assure continuity of the FQL 
strategy for this year. 
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Table II demonstrates this by comparing what the negotiated post-devaluation national budget 
(approved by the Ministry of Finance and under discussionn with the National Assembly) with the 
predicted 1994 needs. 

TABLE II 

Post-devaluation GOB budget 
to  National Assembly 

488 million CFAF 

172 million CFAF 

EQF input plan for 1994 

1 math book & 1 French book 
for 2 pupils in 1 st & 2nd 
grades 

3440 additional classrooms 
have teaching equipment 

Post-devaluation cost of  FQL 
school strategy 

1.41 9 million CFAF 

172 million CFAF 

I (e.g., globes, scales) 
I I 

205 million CFAF All classrooms receive 
teachina kits) 

205 million CFAF 

585 million CFAF I All schoolchildren have 1 585 million CFAF 
( minimum school supplies I 
I 

205 million CFAF I All teachers receive in-service 1 205 million CFAF 
1 teacher training I 

- 

49 million CFAF 

31  7 million CFAF 

1,342 million CFAF 

- -- 

490 additional schools have 
basic school equipment 
(shelves, storage cabinets. 
teacher desks) 

32,000 additional children 
have school desks 

1,342 classes to build 

49 million CFAF 

227 million CFAF 

359 million CFAF 

69 million CFAF 

7 1 8 classes to renovate 

276 additional schools build 
latrines 

Action plans 

Schools fees for girls 

- -- - 

351 million CFAF 

69 million CFAF 

500 million CFAF 

300 million CFAF 

The estimated number of beneficiaries is over 284,800 students. First and second grade students 
(1 61,800 in Grade 1 dnd 123,000 in Grade 2 will receive the highest priority, but another another 
50,000 students will benefit from those pans of the FQL program that do not follow the first and 
second grade approach. 
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2. USAID's support for the MEN Program . - 

USAlD is supportive of the GOB Supplemental support to the Ministry of Education's Program at 
two levels, politically and technically. 

Politically, the United States has long been supportive of a devaluation as a way for West African 
Monetary Union (WAMU) countries to spur long-term growth in their economies through increased 
exports. Following the devaluation, the United States joined other donors (see Section lll.C.3 
below) concerned about the short-term negative impacts of the devaluation on vulnerable portions 
of Beninese society. During a visit to Benin on May 12, 1994, Vice-president A1 Gore pledged $3 
million t o  Benin to assist vulnerable groups harmed by the devaluation in the short-term. Tasked 
with implementing this pledge, USAlDlBenin has determined that the most direct method to  assist 
groups harmed by the devaluation is to assist the Ministry of Education in picking up costs 
previously borne by parents and parents' associations. Thus, the United States supports the MEN's 
Program at the political level. 

* 
On a techniea%level, USAlDlBenin is pleased to support the MEN's Program as it demonstrates GOB 
determination to-keep its primary education reform program on track. In particular, the shift of 

t - financing for some of the non-salary costs in schools to the Ministry of Education is a great step 
forward for CLEF; the use of the FQL approach demonstrates the progress already made by the 
Ministry in terms of planning and management. 

USAIDIBenin has considered, however, some parental concerns over how this shift will take place. 
r In particular, the Mission is concerned that shifting responsibility for these inputs from parents to 

the Ministry will eliminate parents' role in allocating these inputs. These concerns are addressed 
in the Conditions Precedent to disbursement of Tranche 3-A and in Convenants, described in 
Section 111.0. below. 

3. Other Donors' Efforts to Mitigate the Short-term Effects of Devaluation 

In March, under the auspices of the World Bank and IMF, Benin's major donors met to review the 
GOB's measures accompanying devaluation and identify donor views on donor support. There was 
broad consensus that donors were highly satisfied with Benin's economic reform commitment, the 
GOB being the only Francophone African country in compliance with an IMFlWorld Bank Structural 
Adjustment mechanism prior to  devaluation. There was also a strong feeling during that meeting 
that, given the initial shock of a 1988 economic and financial collapse and five years of a far- 
reaching and difficult structural adjustment period, the devaluation would have a particularly hard 
short-term impact on the confidence of the Beninese that they were making these sacrifices for 
more solid long-term prosperity. All agreed that donors should make some extra effort, both to 
help mitigate the effects on the populations most affected and to show moral support for another 
courageous adjustment measure. They also endorsed the GOB's priorities for increased support 
to mitigate short-term negative impacts: 

-- some modest salary measures to help increase purchasing power; 

-- passing on the devaluation windfall to export farmers, particularly in cotton (to the extent 
me measures would not generate production that exceeded ginning capacity); 

-- no attempts at price controls or budget subsidies, with the exception of the highly charged 
issue of medicines; 

-- additional budget support for education and health. 
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To date, three donors have announced programs directly aimed to- help mitigate the short-term 
negative effects of devaluation: 

-- The European Community, with approximately $1.25 million (1 million ecus) to help small 
private enterprises with relief on their private debt repayments which doubled overnight. 

-., France, with approximately $2.3 million (13 million FF) for a social fund aimed at 
employment generation for small contractors in public works and construction as well as 
a major albeit undisclosed debt forgiveness. 

-- The U.S. with our proposed $3 million education supplement: 

Other donors have preferred to  integrate their devaluation assistance into their overall programs 
announced for the next few years. 

-- The IMF has doubled its program from $14 million per year to approximately $28 million; 

-- The World Bank agreed to accelerate disbursement of fts last $1 5 million tranche and 
accelerate approval of its $1 8 million education project; 

-- The European Economic Union has increased its annual program from approximately 7 
million ecus to approximately 12 million ecus. 

- - The Germans are currently in negotiations with the GOB to increase their program, but have 
not yet announced the amount. Germany would like to extend into some vocational 
education.(ideally in collaboration with the U.S. basic education program), secondary city 
rehabilitation and transport infrastructure. 

-- Netherlands has announced that it has decided to have a permanent representation in 
Benin. 

In sum, the United States is the only donor addressing the negative short-term effects of the 
devaluation on the education sector and its schools and students. 

D. Supplemental Program Description and Tranche 3-A Conditionality 

1. Modality 

The value of the Supplemental Tranche 3-A ($3 million) was determined by Vice-president Al 
Gore's pledge to Benin made on May 12, 1994. The appropriate modality for this Supplemental 
Tranche is General Budget Support. As with all previous CLEF Tranches, supplemental Tranche 
3-A will be disbursed (upon receipt by the Mission of evidence that GOB has met conditions 
precedent) into the Government of Benin's account with the BCEAO, the central bank of the West 
African Monetary Union. A waiver of the separate account requirement has been obtained through 
the process of Congressional Notification, which cleared Congress on July 14, 1994. 

2. Conditions and Covenants 
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Conditions for this Supplemental Grant Assistance under CLEF willcontinue to reflect expected 
GOB progress both in implementing actions and procurements under its reform program and in 
meeting the student achievement objectives for the reformed primary education school system. 
It is expected that GOB spending will strictly reflect procurement plans and strategies agreed to 
under previous Tranches. In addition, the nature of this Tranche 3-A is to reward the GOB policy 
change of reducing the burden on parents of ensuring key school inputs at a time of acute 
economic hardship through closer coordination and collaboration with Parents' Associations. 

In general, parents are well aware of improvements in their schools and the attempts of the GOB 
to reform and rehabilitate the education sector. They are also keenly aware of USAID's role under 
CLEF in assisting the GOB. In their dialogue both with USAID and the Ministry of Education, 
Parents Associations representatives have acknowledged that at the school level, APE influence 
on decisions affecting the schools is significant. This is due, they argue, primarily to the fact that 
the Parents Associations control the purse strings. On the one hand, according to parents' 
reactions, because parents are so directly involved in financing the schools, they are also keenly 
aware of the problems and the changes occurring. On the other hand, they complain that the 
Government's view.of "involving parents" still remains mostly involvement in financing the costs, 
not in participating in the decisions. The example most often cited is that they are aware of new 
inputs into the schools, but are unaware of why decisions are made for certain purchases or what 
criteria are used for which schools are beneficiaries. As a first and important step, thev have urged 
that the Minister of Education keep them more informed on decisions and actions emanating from 
the Ministry of Education. Increasingly, the Parents Associations also wish to have some input into 
selected decisions made by the Ministry of Education officials. 

The conditions to disbursement reflect these concerns and outlines the first steps in establishing 
a firm GOB commitment to genuine parent involvement in the newly reformed education svstem. 

The proposed conditions for the Supplemental Tranche 3-A are presented here and in Annex 0. 

The GOB will provide in form and substance acceptable to USAID: 

a) Evidence that the Government of Benin has an approved plan for procurement and 
distribution of textbooks that involves an active role for APEs in ensuring delivery. 

The MEN has proposed that the furnisher of the textbooks be required to package them in lots for 
direct delivery to schools, i.e.. the textbooks would arrive at port in packages designated for each 
recipient school, the MEN would distribute these packages to the DDEs, and the DDEs would 
distribute the packages to the school directors. At each point in the distribution chain, there would 
be some form of inventory control to prove that delivery took place. USAIDIBenin has proposed, 
alld the MEN tmo agreed, that the APE in each school should be part of the system of inventory 
control, and sign for receipt of their package simultaneously with the school director. This form 
of APE involvement in the distribution of textbooks should help to ensure delivery of all textbooks 
to the schools, and minimize misuse of textbooks. The Ministry of Education expects to meet this 
condition by the end of July, 1994. 

b l  Evidence of a Ministry of Education plan to publicize, among APEs, ti) the FQL standard for 
textbooks and (ii) the strategy and mechanisms to distribute textbooks to the first and second 
grades in each school. 

The two conditions above will only work if there is considerable publicity among APEs and parents 
in general that the MEN will be providing textbooks to the first and second grades this year. Once 
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the Ministry is publicly committed to providing these textbooks, and-APES are aware that they will 
have a role in distributing these textbooks, then APES that do not receive textbooks will be 
empowered to demand why their textbooks did not arrive. It is hoped that the high level of 
publicity will, like condition (bl, minimize misuse of textbooks. The Ministry of Education expects 
to meet this condition by the end of July, 1994. 

C )  Evidence that the Ministry of Finance has made available, in favor of the Ministry of 
Education, the resources necessary for rapid procurement of textbooks for the first and second 
grades in each school in the 1994-95 school year. 

USAlDlBenin experience in implementing the CLEF program has been that one of the critical 
bottlenecks to financing the reform effort in the Ministry of Education is the tardiness of the 
Ministry of Finance in making funds available. This is a complex problem, involving the interaction 
between two  Ministries and the Ministry of Finance's policy for forward funding, that the Mission 
will not attempt to  address through this Supplemental Tranche (it is anticipated that PAAD 
Amendment IV will address that problem). However, as noted above, it is critical that textbooks 
be provided through the MEN's Program be delivered during the 1994-95 school year. Thus 
procurement must commence very soon. USAIDtBenin seeks to speed the procuremem process 
of textbooks through imposition of this condition on disbursement. It is expected that the Ministry 
of Finance can meet this condition by the end of July, 1994. 

Covenants 

a1 The GOB would hereby covenant that any textbook distribution program to primary schools in 
the 1994-95 school year will be subject to an audit and occassional spot audits by relevant GOB 
authorities . 

This covenant addresses concerns that the textbook distribution program should be open and 
transperant. Thus the GOB covenants to carry out regular and surprise audits of the program. 

b) The GOB would hereby covenant that progress on Conditions a and b above will henceforth be 
included in the annual progress report (bilan annuell. 

This covenant is intended to ensure that the policy reforms embodied in the MEN's Program are 
melded into the overall reform effort through the MEN'S Action Plans, specifically those aimed at 
enhancing sustainability through greater public and parental involvement. 
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. - 
E. Program Financial Plan 

Tables i and 2 show how Supplemental Tranche 3-A fits into the CLEF authorization, obligation, 
and disbursement schedules. 

Table 1 
NPA Autlrorization nnd Obligation Schedule 

(A.1.D. Funds - in '000 of US St 

1 53.500 1 Annually 

FY 1991 

FY 1992 

FY 1993 (*) 

FY 1994 

FY 1995 

Table 2 
SPA Dibuneweut Schedule 

(A.I.D. filuds - h 'no0 UT USS) 

Table 3 shows how supplemental Tranche 3-A fits into the CLEF Pipeline Analysis. While this 
Amendment will raise the program pipeline from $21.5 million to $24.5 million, the funds obligated 
will be disbursed within two fiscal years of obligation, since program is planned to  be quick 
disbursing (August 1994). Thus, Agency forward-funding guidelines for non-project assistance 
(State 402820 dated December 15, 1992) will continue to be met. 

Tranche 1 

Tranche 2 

Tranchz 3A 

Tranche 3 

Tranche 4 

Tranche 5 

Tranche 6 

Note (*): This obligation was effected lhmugh two obligations in FY 1993 (for S5 ni~llion and S I  1 mdlion). 
("): Two obligations in FY 1994 (for 53 million and $9 million). 

Authorizntinn Date 

9191 

9/92 

9193 

9/94 

9/95 

I 

Taqets  Met 
(Oriei~ral P h )  

919 1 

12/92 

nla 

11/93 

12194 

12/95 

Obligation Date 

9/91 

9/92 

9/93 

9/94 

9/95 

Ohlipatinn Amount 

15.000 

5.500 

16.000 (*) 

12.000 (**) 

5.000 

Targets hfet 
(Revised Plutl 

3/92 

10193 

8!94 

7 '94 

7/95 

7/96 

12/96 I 7!97 5.000 1 9 '97 (cmirnatedl 

h u u u t  of Dhburscaiaut 

10.000 

5 .000 

3 .OOO 

10.500 

1 1 .000 

9 .OOO 

I)isburse~ueut Dates 
ArtuJ  and Estiutated 

6/92 (actual) 

10193 (actual) 

8/94 (eslimalcd) 

9/93 (c.srimated) 

qi95 (eslimaled~ 

9/96 (estimaled) 
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Table 3 11 
Pipehe Analysis 

(A.I.D. Funds - in '000 of US$) !I 

For its part, the GOB will disburse its counterpart pari Dassu with USAID funding (for the program 
and the project combined), as shown in Table 4. Prior to this Supplemental Tranche, the total GOB 
contribution equaled $20,500 million, representing the 2596 Host Country Contribution required 
by Section 110 of the FAA. With the addition of $3 million to the Life-of-Program total made by 
this Amendment, the GOB Host Country Contribution is increased to $21,500 million (an additional 
$1 million). Table 4 reflects the plan that USAID/Benin will follow in monitoring HCC. The program 
grant agreement amendments will also follow this plan. The project grant agreement amendment 
will show the $3,667 million HCC contribution to be made by GOB over FY 1997-1 998, after the 
program disbursements have ended. 

Date 

Scp. 91 

Jul. 92 

Sep. 92 

Sep. 93 

Aug. 93 

Dec. 93 

Julv 94 

Aug.94 

Sept. 94 

S e o ~  94 

Jun. 95 

Au:. 95 

lun. 96 

Jun. 97 

To~al 
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PAAD 

Tranche 1 

PAAD Amnd I 

PAAD Amnd 2 

PAAD Amnd 3 

Tranche 2 

PAAD Anind 3-A 

Tranche 3-A 

Tranche 3 

PAAD Amnd 4 

Tranche 4 

PAAD Amcnd 5 

Tranche 2 

Tranche 6 

Aulh. 

15.000 

0 

5.500 

5.000 

11.000 

0 

3 .OOO 

0 

0 

9.000 

0 

5.000 

0 

0 

53.500 

Grant 

15.000 

0 

5.500 

5 , m  

11.000 

0 

3.000 

0 

0 

9.000 

0 

5 .000 

0 

0 

53,500 

Disburse 

0 

10.000 

0 

0 

0 

5,000 

3 .OOO 

10.500 

0 

1 1 .OOO 

0 

9.000 

5.000 
~ p~ 

53.200 

Pipeline 

15,000 

5,000 

10,500 

15.500 

26,500 

21,500 

24.500 

21,500 

11.000 

20.000 

9.000 

14.000 

5 .OOO 

0 

0 
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Monitoring of impact of the policy changes effected through the MEN'S Program will be tracked 
4 and analyzed through the existing MEN and CLEF Monitoring and Evaluation System, which has 

been thoroughly described in previous PAAD Amendments. 

Table 4 - 
GOB Counterpart Disbursement and Reporting Schedule for the Program and Project 

(G.O.D. Fu~~ds  - iu '000 of US $1 

F d  Expenditure 
Report 

7/93 

2194 

8/95 

1196 

Year of Expenditure 
(FY) 

1991 

1992 

1993 

1994 

1995 

N 1997-1998 (Project) 

* Total 21.500 
f -  

F. Monitoring, Evaluation and Impact 

Pm+~uhry 
Exmdiure Report 

4/93 

1 1193 

5195 

10195 

Amouut 
($000) 

-0- 

5.000 

4.500 

3,667 

GOB Dudyet Target 
Est'd. 

06192 

01/93 

07194 

12/94 



BRIEFING MEMORANDUM FOR THE AIDREP 

DATE: January 12, 1 9 9 4  

FROM: Michel Welmond, CLEF Program Coordinator 

SUBJECT: Meeting between USAID and the Ministry of Education on the CLEF Program 

As a fol low up on your discussions w i th  the Minister of Education last Thursday, 
there wi l l  be a technical meeting between USAID and the Ministry of Education on 
Thursday January 13. 1 9 9 4  at 1 0  am. The purpose of the meeting is t o  1) determine the 
status of progress toward 1993 LO1 targets, 2) identify obstacles and constraints t o  
meeting LOI commitments and 3) define actions and measures to  be taken t o  ensure that 
this does no t  prevent third tranche disbursement as scheduled. ' 

Particioants: 

MEN: 
Minister Dramane 
Bienvenu Marcos, DAPS 
Mohamed Jacquet, OEP 
Joseph Oke, Chef de Cabinet 
T w o  or three action plan pilots 

USAID: AIDREP Corneil 
Dennis Baker, GDO 
Michel Welmond, CLEF 

" Michel Guedegbe, CLEF 
Francine Agueh, CLEF 

The Letter of Intent sent to  USAID by the Government of Benin (GOB) on May  6 .  1993  
presents a series of actions that the GOB has agreed to implement before the disbursement 
of the third tranche of the CLEF program grant. To date, little progress has been made in  
meeting targets presented in the Letter of  Intent. Indeed, as delays continue i t  is less and 
less likely that most o f  these commitments wi l l  be met  before the end of June 1994, 
expected date for third tranche disbursement. 

During t he  summer of 1993,  the MEN developed work plans and detailed budgets to  meet 
the targets in the Letter of Intent. Initial activities for these work plans were to  commence 
in September 1993.  However. by the end of 1993.  few planned activities had begun. The 
principal constraint to meeting these targets is that financial resources are no t  readily 
available for the implementation of reform related activities. Lack of technical expertise in 
certain kev areas coula aiso become a major constraint t o  timely and effective 
implementation of action plan activities. The CLEF Project wi l l  be addressing this issue 
through long term and short term technical assistance.. Current CLEF Project professional 
staff, the  Educational Planner, the Learning and Instruction Advisor and the Financial 
management Advisor (whose recruitment is in process) as wel l  as the short term expertise 
to  be provided through the IQC wil l  be very instrumental for ensuring adequate program 
implementation. 



The attached tabie reviews the level of achievement of LO1 commitments by supporting 
objectives. Our main observations are in bold. 

It should be noted that no specific commitments were made concerning the Equipment and 
Logistics action plan, except that the efforts started in 1992 will be continued (last 
paragraph of page 5). 



UNITED STATES OF -4MERICA 
AGENCY FOR INTERNATIONAL DEVELOPMINI' 

OFFICE OF THE USAID REPIIESENTATI'VE 

d o  Anibvsnde Jcs Eta&-Unls 
Rue Caporal Anant .-  
BP 2012 Coionou. Ocnm 

May 16, 1994 

His Excellency Robert Dossou 
Minister of Foreign Affairs 
and Cooperation 
Cotonou, BENIN 

SUBJECT: Children's Learning and Equity Foundations Program 
(CLEF) 680-0206 
Program Implementation Lerter No. I2 

Your  E.uceIlency, 

The purpose of this implementation letter is to (1) clarify chat the tive million five hundred 
thousand U.S. dollars ($5,500,000) obligared under the Pmgram Grant Agreemenr 
Amendment No. 1 dated September 30, 1992 and the tive million U.S. dollars ~$5 ,000 ,000~  
oblisated under the Program Grant Agreement Amendment No. 2 dated September 21, 1993, 
make up  [fie third tranche disbursement (covered by ihjs ierter) of' ten million five hundred 
thousand U.S. dollars ($10,500,000); and ( 2 )  provide [he Governmenr of Benin (GOB) with 
ridditlonal informarion that will assist it in meeting conditions precedenr ro the third tranche 
disbursement of the CLEF Program Grant related to the 1993 Lerter ot' Intent. 

The GOB Letter of Intent dated April 30, 1993, describes program actions to be undertaken 
ro meer the conditions precedent to the third rranche disbursemenr.. The Program 
Implementation Ltrrer (PIL) No. 10 dated September 24,  1993, whde accepmg as satisfacrorv 
the GOB 1993 Letter of Intent. aiso indicated [hat "in a subsequent letter. AID will requesr 
rbe Ministry of Education ro idenrify cr~ticai actions (among [hose speclr'izd in the Lzrter or' 
Intent) without which the refom program cannot advance satisr'actorily". Cdnsequently, to 
meet the above mentioned condition, the Government would be expected to implement these 
agreed to critical actions. 

. . . 
Two meetings were held between the Ministry of Education and USAID/Benin on January 
14 Jnd February 11, 1994, to assess the Ministry of Education's progress rowards meeting 
the 1993 Letter of Intent commitments; ro identify obstacles and constrainrs to the fulfillment 
ot' the Letter of Intent commitments; and to determine actions ro be undenaken to ensure that 
these commitments are met. 

Based on the results of these meetings, ir appears that more progress has becpn made on some 
actions than on others and that some slippage has occurred. In order to ensure [hat absolutely 
essential objecrives are met. it was agred'that certain acrions be identified as critical to meet 
the 1993 Lerter of Intent commitments. 



Curriculum develovment 

Curriculum objectives and student compefencies for a11 six grades to be defined 
and validated by the MEN. 

New curriculum to be deve!oped for the first two-grades of primary education 
(CI and CP) and to be tested during the 94-95 school year. 

Student assessment 

Sample based student assessment rest to be developed for grades 2 and 5 based 
on [he newly defined curriculum objectives and student competencies. 

Teacher traininq 

Teacher training- needs to be assessed against the zsrablished protile of a n  
"effective teacher". 

Framework for the strengthenins of the instrucrional support nenvork (Reseau 
rl'.&~imarian Pedugugiqrre) to be defined and adoprrd. 

Textbooks and materials 

New textbook policy which addresszs issues dt' rexrbook wnrrsh ip  and use. 
distribution;cosr recovery and subsidizrtrion to bt: adopted. 

Fundamental Oualitv Level (FOL) school 

FQL Progranlme d ' l l r cpce  developed and irnpizmrnted. 

FQL targer objectives to be defined for the 1994-!995 ji!looi year. 

Manawment Information Svsrem 

Data collected for the informarlon needs assessment to be processed 2nd 
analyzed. 

Information system diagnostic study to be completed. 
. . 

At least two management information system projects to be kveloprd. 

School Map 

1993 s~atisrical yesrbook (annliaire srarisriquej to be prepared on the basis of  
thc planned decentralized approach. 

Exhaustive data collection to be completed for the 1993-94 school year. 



8. Bud~erarv process 

- A new Ministry of Education internal budgetary nomenclature, 
consistent with the national budget nomenclature to be developed. 

Financial quanerly repons for the last quaner of 1493 and the first quaner of 
1994 to be produced. 

Compfedon of these specific acrions will consticute the satisfmion of [he 1993 Letter of 
Iment mmmitments. USAID continues to view the other acrions described wirhin the Letter 
of Inreor ro be importanr for the Governmenr of Benin ro meet the objectives of the Program 
and encourages progress with regards to their implemenrarion. 

The orher conditions for the third rranche disbursemenr as descr~bed in section 4.3 of the 
CLEF Program Agrernlrnt Amendment fio. 1 dared September 30, 1992, remain unchanged, 

Please indicate your concurrence by signing in the space provided below. 

Concur: 

- _ 
% Roben Dossou 

M I I I ~ S ~ W  ef Fnreien Affairs and Cooperarion 
Republic of Benm 

Sincerely 



Drafted: MGuedegbe, CLEF: O M  1/94 . 

Clearances: Georgette Pokou, A/PDO / 

Dennis Baker, GDO 

Michel Wetrnond, CLEF 

Claire Johnson, CONT 



Sunnortiny Obiective A 
To improve Educational 
Quality and student 
Learning by Upgrading 
Key Pedagogic Systems 
and Inputs 

S u ~ ~ o t t i n g  Objective B 
TO increase the Equity 
of Access to 
Fundamental Quality 
Level Primary 
Education Services 

CLEF PROGRAM AC'TIVI'I'IES TRACKING TABLE (LO1 4193 PIL 12) 
JUNE 1994 

Action Plan 1: 
Curriculum Reform 
- Curriculum objective 
and student 
competencies for all 
six grades to be 
defined and validated 
by the MEN. (JUN) 
- New curriculun~ to 
be developed for the 
first two grades of 
primary education 
( CI and CP) and to 
be tested during the 
94-95 school year. 
(rn 

Action Plan 2: 
Teachers Training 
-Teacher training needs 
to be assessed against 
the established profile 
of an "effective 
teacher". (JIJL) 
- Framework for the 
strengthenir~g of the 
instructional support 
network (RCseau 
d'animation 
Pedagogique) to he 
defined and adopted. 
(JUL) 

Action Plan 3: 
Textbooks and 
Materials 
- New textbook policy 
whigh addresses issues 
of textbook ownership 
and use, 
distribution,cost 
recovery and 
subsidization to be 
adopted. (JUL) 

Action Plan 7: Access 

Italic: LO1 activities already executed by the time PIL 12 was issued 
LO1 activilles not considered in PIL 12 . 

JUN: Activity is already completed or can he completed before June 30. 
IUL: Activity will be completed if one month extension is granted (July 30) 
TL: Activity cannot he completed for 1994 dishursement 

Action Plan 4: 
Documentation 
Network 

Action Plan 5: 
Fundamental Quality 
Level WQL) - Defne FIZL, norms. 
(rn 
- FQL Programme 
d'urgence developed 
and implemented. 
(rn 
- FQL target objectives 
to be defined for the 
1994-1995 school year. 
(mu 

Action Plan 6: 
Student Assessment 
-Sample based student 
assessment test ta be 
developed for grades 
2 and 5 based on the 
new1 y defined 
curriculum objectives 
and student 
com~etencies. (JUN) 
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ANNEX E 

I 
1 

ACTION MqDRRHDUM F$R TEE DEPUTY AESISTANT  M MINI ST RAT OR FOR W R I C ~  

SUBJECT: Benin s ~ L E F  Disbursement Mechanism 
4 

DATE: June 21, j1994 

Problem: The dlsbu'rsement mechanism for the first two tranches of 
the  NPA f o r  t h o  Children's Learning and Equity Foundations [CLEF) 
prograin in Benin was a cash trensfer with no generation of local 
zurrencjr- t'SAID/Eenin is now questioning the cash transfar mode in 
l i g h t  o f  a Prics Waterhouse f i n a n c i a l  nanagemenc assessment of the 
GOB which indicates a ltmediumw l eve l  of confidsnce in the GOB'S 
financial msnsgoment. Consequently, a decisicn is required as to 
whether or not to continue the cash transfer mode with no 
generation of local currency. 

Discussion: 

In CFA countries, rash transfkrs do not, in general, generate local 
currencies. This is the case in Benin. Since these transfers do 
not generata localicurrencies, USXID does not have to t r ack  then. 
our procedures iilTow us to establish a separate account, if it 
makes serise, It dcesn't inake sense-to do sa in,Benin for several 
reasons, 

F i r s t ,  the  cash transfer node af arsistanze offers an excellent 
opportunity to xoyk through the overall GOB budget process to 
ensure that adequate resources are directed! to primary educaticn cn 
s sustaineci basis., Ey insisting that the Ministry of ~dacation 
{KOE) negotiate its budget each year with the Ministry of Finance 
(MOF) , rhe MOE w i l Z  be bet ter  equipped to continue its negotiatiorrs 
after AID fundinq , (leverage) is no more. Tho f30F w i l l  also  be 
predisposed to ma::ing such budget allocations. A more traditional 
project or specific sector support approach would essentially 
direct r e s o u r c e s  to the education sector. Educatim would receive 
the resources hut* would gain no experience in negotiating its 
budget. Second, ,the cash transfer mechanism ainirnizes Xhe 
nanagement burden ,(monitoring r e q u i r e m e n t s )  cf a new missioll w i t h  

> - i imi tcd  staff. Zh8ird, the cash transfer mechanism enables AID to - reward the dramatic and positive dcrr.ocratic t r a n s i t i o n  in Benin and 
to aonnrribute tc t h e  overail econmic reform program by providing 
untied f!inancial support (it also gives us a seat at the tsble f o r  
multidonor disccssions of nacro-economic reform). 



. I 
The ~ r o ] e c t  Authqrization states that: - "the Congressional 
~otificat$on fcr i this  Program contained notification o f  an 
exemption under S ~ c t i o n  575(b) ( 4 )  of the Foreign Operations, 
Export Financing, apd Related Programs Appropriations Act for 1991 
so that aollar disbursenents do not have to be deposited in a 
separate :account an? programmer?. for s p e c i f i c  uses which are agreed 
upon in aavance by P;. I .D. with the host gcvernnent. Further, there 
vill be no local currency generations or deposits nade by the GOB 
under this Frograa :pursuant to the May 1991 A.1.D. Local Currency 
Guidance. 

USAID'S CLEF i s  interested in the process by which the GOB funds 
educaticrl. There are some weaknesses in the GOB financial systems. 
The project compor:ent of CLEF is being amended to r m f r o n t  these 
weaknesses d i r e c t l $  w i t h  a substantial increase in the level of 
technical' assistance. The funding of elements of t3e education 
budget iq part of the c m d i t i o n a l i t y ,  and m c n i t o r i n g  compliance is 
part of project managenent. In a d d i t i o n ,  per last fall's review by 
ZSAIDJW of the Misqion's proposed development strategy for Benin,  
USAID has encouraged t h e  World Bank to address Benin's 
governmsntwide financial institution b u i l d i n g  needs .  

It is recomaended that ysu approve, Sy signing below, continued use 
of t h e  cash transfer mechanism which has been used f o r  the first 
t'n'o trandhes. C L E F ~ S ~ I O C ~ ~  cont inue to transfer dollars to the itP~v!U 
account of Ben in  and fccus on policy issues. 

I 

Disapproved Date 

Drafted:DClark/AFRhCCNA 

Clearance: 

I i n f o  
- I d r a i k -  

(subs) -- - .Csubs- 
Isubs) 


