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1. CONDITIONS PRECEDENT

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

A. Reorganization of the Imported Rice Sector: Written confirmation from
the Treasury that the Grantee's price equalization and stabilization fund
("CPSP") has honored all financial arrears to the Grantee and private banks
thus promoting a smooth transition to significant private sector
participation. This written confirmation should specify that the arrears have
been honored: N

1. Through the reimbursement by the CPSP of CFAF 5.0 billion in
arrears on customs duties on imported rice owed to the Grantee's Treasury
(written confirmation will be obtained from both the Grantee's Customs
Department and Treasury);

2, Through the payment by the CPSP of a minimum of CFAF 500 million
to the Grantee in the context of sums due on price equalization for CPSP's
imported rice operations (written confirmation will be obtaiued from the
Treasury of the Grantee); and

3. Through the collection from the CPSP of CFAF 400 million in
arrears on rice credit sales made in 1983 and 1984 (written confirmation wi
be obtained from the CPSP's "Agent Comptable Particulier"). o

B. Phasing-out of Price Equalization: The Grantee agrees to:

1. Eliminate price equalization on exported groundnut products and
on domestically consumed vegetable oil; and

2. Authorize the oil crushing firms Lo recommend adjustment of the
domestic consumer price for cooking oil in relation to price fluctuations on
international markets and local market conditions; these firms are, in turn,
liable for taxes and duties on imported vegetable oil and for export duties on
groundnut oil. (Evidence of satisfactory implementation of this Condition
Precedent has been presented in the form of a letter from Minister of State
Jean Collin to the 1.S. Ambassador). An appropriate implementation letter
will formally communicate A.I.D. acceptance of this.

C. Agro-Industry: The Grantee agrees to give A.I.D. evidence that:

1. 01l crushing firms have received approval from the; Grantee to
take all necessary ceasures required to maintain profitability in the face of
fluctuating production levels and international prices (e.g. through
appropriate reductions in excess plant capacity and personnel). Evidence of
satisfactory implementation of this Condition Precedent has been provided in
the form of a letter from the Presidency to the U.S. Ambassador. An
aEprgpriate implementation letter will formally communicate A.I.D. acceptance
of this.
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2. Agro-industries (cotton and rice) will reimburse all outstanding
crop credit for the 1985 crop year. The Soci3té Nationale de
Commercialisation der 0léagineux du S&négal (SONACOS) will reimburse the crop
credit and interest owed to the Banque Centrale des Etats de 1'Afrique de
1'0uest (BCEAO) with respect to groundnuts for crushing. Written confirmation
to this effect will be obtained from the BCEAO. Pending the availability of
funds and appropriate approvals, the second tranche of dollars five million
will be disbursed after the Soci&t€ Electrique et Industrielle du Baol (SEIB)
has reimbursed the totality of the cupital plus interest owed with respect to
purchases of groundnuts for crushing for the 1985 crop year. Written
confirmation to this effect will be obtained from the BCEAO.

D. Agricultural Inputs: The Grantee will provide a written statement
cleared by the Ministry of Rural Development that for the three-year period
beginning with the signature of this Agreement no state credit program for
fertilizer sales will be established outside of those that already exist, i.e.
those for SAED, SODEFITEX, SODEVA, and SOMIVAC (for cereals seeds) and PIDAC.
The CNCAS credit program will not be affected by this condition precedent.
(Evidence of satisfactory implementation of this Condition Precedent has been
provided in the form of a letter from the Ministry of Rural Development to the
Ministry of Planning and Cooperation and has been accepted by USAID).

2. SPECIAL COVENANTS

A. Reorganization of the Imported Rice Sector. The Grantee agrees:

1. To announce by February 1986 thet Senegal will progressively
privatize rice import operations and intermal distribution beginning in July
1986 through the elimination of a quota system (the Grantee reserves the right
to designate a specific wholesaler to distribute rice in the event of a rice
shortage in any given region);

2. To obtain the final reconciliation of the CPSP's accounts by
April 1986 to facilitate transfer cf Imported rice operations from CPSP to
private importers,

3. To introduce by July 1986 a mechanism to manage the Grantee's
security/regulating stock and to obtain an appropriate corresponding reduction
in the level of CPSP personnel;

4. To ensure that the CPSP will have paid a cummulative total CFAF
10.0 billion in customs duties and will have collected an additional CFAF 400
million of arrears on earlier credit sales by July 1986, assuming timely legal
action, before rice import operations are transferred from the CPSP to SONADIS
and the private sector;

5. To ensure that the reglonal wetall sale prices of rice will
reflect adequate margins and the full cost of transport by the beginning of
July 1986 (prices will be considered as maximum prices and not as fixed
prices).
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B. Phasing-out of Price Equalization: The Grantee agrees:

1. To establish before December 1986 a plan for phasing-out before
October 1987 fixed producer prices of export crops in favor of a flexible |
floor price mechanism;

2. To complete before December 1986 a study on the feasibility of
replacing price equalization by a fiscal instrument (e.g. export taxes, tax
rebates, internal taxes);

3. To covenant to perform or cause to perform before December 1986 a
detailed review of the production costs of agro-industry being subsidized by
the CPSP with a view to establishing by March 1987 a timetable, including all
sectors covered by the CPSP, for reducing the CPSP's price supports;

4. To replace, by July 1986, price equalization on imported rice o
with a special tax that will be read justed periodically; and . o

5. To enforce timely payment, at least through CY 1986, by oil
crushing firms of all customs duties and taxes on imported vegetable oil and
on exported groundnut oil.

C. Agro-industry: The Grantee shall confirm:

1. That there will be no more direct Grantee subsidy to oil crushing
firms (with the possible exception of the seeds sector) after the end of 1985;

2. That crop credit, due on the seed stock for the 1984-85 crop
year, will be fully reimbursed by the end of June 1986.

3. That an independent detailed audit of SONACOS will be completed
before the end Tezeaber 1986, of its processing and management units; and

4. That oil crushing firms will develop a cost efficlent means of
managing a peanut security stock . -zinning the 1986/87 crop year.

D. Funds Release: The Grantee agrees that local currency funds placed in
the Special Account will be allocated to items in the National Budget of the
Grantee only upon mutual agreement betw=en A.I.D. and the Grantee on use of
these funds. A wricten letter from the Director, USAID/Senegal to the
Treasurer of the Central %ank of the Grantee will constitute A.I.D.'s
concurrence in the use of funds and permit their release.



BEST AVAILAZ'E DOCUMENT

ABBREVIATIONS AND ACRONYMSw

AID Agency for International Devalopaent

BCEAQ Banque Centrale pour les Etata de 1'Afriquc ue 1iUuest
(Cantral Bank for Weat African Scates) . PR

BNDS Banque Nationalg pour le Dé&veloppement du S!dég,;
(Senegal National Davelopaant Bank) T

bop Balancs of Payments

ccce Caigse Centrale de Cooperation Ecoﬁoniquq 

. (French AID fund) o
CDss Counctry Developeent Strategy S:a:éﬁ@
- CrAP Monetary unit of Senegal
CIpr Commodity Imparr Program
CQNCas Caisse Nationale da Credii: Agricole

(National Agriculrure Credit Bunk of Senégal)f

CPSpP Calssc (e Pa1cquat tun at Jdg Jtabiligatiuy des Prix
" (Price Equalizarigy gog Scabilization Pund)
ECPR Executive Committee Project Review
Gbp Gross Domascic Produce
GNP Gross National Product
GOs Governmant of Senagal
Ipon -, +International Bank for‘Raconit;ﬁétidgféhdjp@;él&ﬁiéﬁii
‘ (Warld Bank) T
e intcrnationnl Honecary Fund
,ISEA\“, . Iﬁatituc Sénégalals de Rachétch@a'§3:1¢6léi,

(Senegalese Inarityce for Agriculture Research)
]l/g;J . loeal currency
5QHCADT" . Office National de Cooperation et dfhaéintghggféﬁlﬁé?;lbﬁbégén:
LR (National 0ffice For Coopara:ion'qq¢ﬁngvé;qpnén:;Ahaiahnﬁcé\‘

Progranm Asalstance Apptovjl Docunepci

Program Assistance Initiai’Pfopoéaif

Reylonal Davelopment Agenéiéh,«ﬂ‘

"% In'this PAAD, 400 CFA = $1 USD -



BEST AVAILZZLE DOCUMENT

SAED Societf d'Amenagement et d'Exploitation des Terres au Delta au
Pleuve S&né&gal (Organization for the Improvement and
Development of the Delta Lands of the Senegal River)

S&L Structural Adjustment Loan

SAR Société Africaine de Raffinage

SDR Spécial Drawing Rights

SEIB . Société Electrique et Industrielle du Baol

SODEFITEX  Soci&cé de Développement des Fibres rexcii'g‘s ;(Textile
Fiber Developument Organizacion)

SODESP - Société'de Développegent da 1’Elevage dans la Zone
Sylvo-Pastorale (Sylvo Pastoral Livestock Development -
Organization)

" SODEVA Soclété de D&veloppement et de Vulgarisation‘&grlcole
‘ (Agriculture Extension apnd Development Organization)

SOMIVAC ©  Sociéts pour la Mise en Valeur de 1a Casamance (Casamance
Development Organization) S

SONACOS Soci&té Nationale de Commercialisacion des 0l&agineux

SUNAR « Suclécé Nutiooale d'Appruvislonnenent pour le Monde‘Ruréi

WAMU ‘West African Monetary Unton


http:d'Appruvulonuw.an

o LN L N ML

Administrative Boundaries -~ Cultural-Economic Zones - Rainfall’

. T T
R IR \\\\_- \\\\\\\\\ \\\\‘\t AN e
Loar - ‘\\\\\\‘\\\\\\\3&‘\‘&\\\ “\':'_ PP A I
AN R }:{"t’ £

',\‘;\".‘ N ) A .
\\Q\k‘k\\\\\ NG —S I D Ao
P ol L : Bt

B tuctom tmepat tiestxk e
[ sremowiearr)

AT



http:R.:....rw

FY 1986 PAAD (685-K-604) (685-0288) Page 1

I. Summary

1. Recommendation

USAID/Senegal recommends authorization of an Economic Support Fund
(ESF) Program Grant of $15.0 million to the Republic of Senegal. The entire
grant, in the form of a cash transfer, will be obligated in FY 1986 and
disbursed in two separate tranches ($10.0 million and $5.0 million) when
conditions precedent to each disbursement have been met and when the second
tranch of $5.0 million has been made available.

2. Grantee

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

3. Program Summary

The purpose of this program is to assist Senegal to attain ecomomic
growth and maintain political stability while promoting structural reforms
needer, to redress the underlying problems of the economy.

The need for program assistance to Semegal will continue throughout
the USG FY 1986-FY 1988 period; based on the most recent figures of the IMF,
the total financing requirements of the GOS on current and capital budgets
from internal and external sources for GOS FY 1986 alone are estimated to be
FCFA 84.3 billion or $ 210.8 million ($1=400 CFAF). Senmegal has compiled a
solid record of implementing policy changes over the past two years but hard
structural adjustment lies ahead. The Mission proposes to support these
efforts through a multi-year ESF program. In GOS FY 1986, the GOS will
contribute approximately 17 percent to meeting its own financing requirement
gap through special internal financing procedures.

A fruitful coordination based on inter-related conditiomality has
been established among the principal donors to Semegal: the IMF, France, the
World Bamk, the EEC and USAID. The purpose of this coordination is to reduce
the dominance of the GOS in the economy. The results of coordination have
been most evident over the past two years as the GOS undertook a series of
politically and socially sensitive reforms.

The ECPR held in Washingron on November 27, 1985 to review the Program
Assistance Initial Proposal (PAIP) for this ESF program concurred that the ESF
program must maintaln a multi-year focus as a basis for developing a
longer-term approach with the GOS aimed at resolving Senegal's structural
problems. The program will, however, be based on annual and separate
authorizations. Assuming that funding levels remain under $20.0 million,
AID/Washington preference is to continue authorization of future PAADs in the
field in accordance with DOA 140, revised. However, the USAID will submit, by
cable, an annual progress report at the conclusion of each USG fiscal year.
This report will (1) describe GOS performance in implementing the previous
year's conditions and covenants, (2) set forth conditionality that appears
likely for the coming year and (3) discuss plans for changes in the program's
long-term objectives compared to what was contemplated in the current year's
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The cable will be sent to AID/Washington for decision on the
authorization venue for the next year's PAAD. The Mission will be advised by
cable of AID/Washington's comments and authorization venues. This process for
authorizing programs in following years assumes that the overall program
concept described in the E=SF IV PAIP and PAAD remains unchanged. If the
concept changes, a formal PAIP will be required.

The USAID has determined that the cash transfer mechanism is the most
appropriate manner by which to achieve the program purpose. Upon »
certification by the Mission Director that the GOS has met the conditions
precedent to each of two planned disbursements, the funds will be released in
accordance with mutual GOS and AID agreement.

It is anticipated that the GOS will utilize local currencies

established in a special account to stimulate growth in the economy through‘
relmbursement of arrears or other measures which will reliquify the private
and banking sectors.

4, Conditisns Precedent and Covenants

The $15.0 million grant is provided to the GOS in return for
implementation of a series of policy rhange conditions described in Section IV
and listed in detail in Annex 11 of this PAAD. These reforms are directed to
the agricultural sector and promote measures which will substantially reduce
GOS involvement in the sector and encourage private sector growth.

In addition to the policy change conditionality, the GOS will
establish a special account in the Central Bank aud deposit therein currency
of the GOS in amounts equal to dollar disbursements under the grant. Funds in
the special account may be used for budget support purposes as are mutually
agreed upon by AID and the GOS.

5. Waivers

There are no waivers required for implementatibn of this program.
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II. Previous Economic Support Fund Programs

1. Amount and Use of Funds

A total of $30.0 million of assistance was provided under the three
previous ESF programs: ESF I for $5.0 million (full amount as direct
reimbursement CIF), was authorized in July 1983 and fully disbursed by July
1984; the ESF II cash transfer of § 10.0 million was authorized and disbursed
in December 1983; the ESF III cash transfer of $15.0 million was authorized
and disbursed in December 1984.

In all three instances, doller funds were made available to the GOS in
return for specific policy changes. Local currency was subsequently used by
the GOS to meet urgent fiscal requirements to reimburse the Senegalese
National Development Bank (BNDS) for arrears on outstanding crop credit
accumulated in 1981/82 and 1982/83. This debt, incurred to the BNDS in order
to provide funds for the purchase of the peanut harvests, totalled $80.0
million. Local currency derived from the ESF program accounted for 37.5
percent of the reimbursement, the balance being covered by other external
donors. The reimbursement of these arrears enabled the BNDS to remain solvent.

2. Conditionality

The conditionality linked to the FY 1983-FY 1985 ESF program evolved
from support for short-term economic stabilization measures associated with
IMF standby agreements to concentration on longer term structural reform in
the agricultural sector aimed at (1) eliminating GOS dominance of the sector,
(2) reducing GOS expenditures, (3) increasing domestic resource mobilization
and (4) recapitalizing the banking sector. A complete list of conditionality
associated with the USAID/Senegal non-project assistance program and its
current status {2 included in Appendix 4. The GOS has complied satisfactorily
with all major G5AID/Senegal conditionmality related to the agricultural sector.

The USAID believes that the agricultural sector has been and remains the
pivotal point with respect to the economic health of Semegal. The importance
of 70 percent of the population producing only between 7 percent and 20
percent of GDP over the past decade is impossible to ignore; agricultural
exports have provided (and still need to provide) a significant portion of
Senegal's foreign exchange earnings (ranging from a high of 83 percent in
1961 to a low of 7 percent in 1981); and the decline since Independence in per
capita food production represents one of Senegal's most threatening economic
and politi: 11 problems.

In discussions leading to the FY 1985 $15.0 million ESF program, the \
Mission informed the GOS of four areas in the agricultural sector in which it
wished to see progress as a precondition to consideration of a multi-year ESF
program. These areas were (a) the fertilizer sub-gector, {b) the peanut
sector, (c) cereals policy reform and (d) rural developméit agency phase-down
including clarification of SAED's role. In each of these areas the GOS has
made progress.

In the fertilizer sub-sector, the GOS has dropped the ineffective system
of retained earnings as we requested, and a cash sales program has been
established. The GOS has also agreed to a three-year progressive elimination
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of the fertilizer subsidy. The abolition of the parastatal responsible for

fertilizer distribution (SONAR) has cleared the way for the private sector to.

distribute fertilizer in the next planting season. Early indications of
private sector interest in this activity are now visible.

The peanut sector has seen major changes. The GOS has halved the fixed
cost payments to the oll crushing firms this year and will eliminate them next
year. Loss of these subsidies must be accompanied by reduced costs and more
efficient operations. In addition, farmers and the oil crushing firms have
been obliged to take on more responsibility for retaining or distributing seed
stocks for the most recent and future crop years, although this shift of
responsibility has not occured without problems. .

In the cereals sector, the GOS has set a CFAF 70/kg price for whole
grain millet and that price 1is being applied as a floor price instead of a
fixed price. Restrictions have been removed on the purchase, storage and sale
of cereals (other than rice). :

With respect to tha phasing-dowm of RDAs, the GOS has liquidated SONAR
and SIN (national market gardening) and has reduced the staff of SODEVA
(peanut basin) by 55 percent. New management at the CPSP has led to collection
of a portion of outstanding credit sale debts, repayment of bank and partial
customs arrears, and restoration of overall financial equilibrium.
Nonetheless, a thorough reorganization of the CPSP's roles and
responsibilities remains to be completed. As for SAED's role in particular,
the GOS and SAED have signed a new performance contract limiting SAED's
responsibilities. The GOS has also disbursed CFAF 698 million out of total
arrears to RDAs of CFAF 1,474 million accrued in the period FY 82/83 and FY
83/84. For FY 85/86 the GOS, in accordance with USAID conditionality of
December 1984, has inscribed a line item for RDAs in its operating budget. (In
the pist the GOS has relied on the donors almost completely to finance certain
RDAs.

3. Impact of Previous Programs

The meeting of the conditionality associated with past non-project
assistance programs by the GOS has accounted for many significant policy
changes (see Annex 4). Taken as a whole, the conditionality of these programs
has maintained pressure on the GOS to keep up the pace of sensitive and
difficult-to-implement policy changes. The USAID non-project assistance
program, in conjunction with IMF, World Bank and French programs, has resulted
in two major policy revision statements, the Mew Agricultural Policy (NAP) of
April 1984 and the Medium and Long~term Economic Program of December 1984,
which call for dramatic reductions in State domination of the economy and
increased efriciency of prod ctiom.

Stabilization measures have resulted over the past two years in: a 50
percent reduction in the budget deficit; a 45 percent reduction in the balance
of payment deficit; repayment of last year's crop credit; elimfnation or
reduction of subsidies on major consumer staples (bread, rice, sugar, cooking
oil, petroleum products); elimination of subsidies to the peanut oil crushing
firms; transfer of peanut seed stock to the oil crushing firms or farmers;
abolition of two RDAs (SONAR and STN), a 55 percent reduction in another
(SODEVA) and negotiations to limit others; and stabilization of the public
wage bill.

Ve
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Despite this progress, the situation remains serious. Section III below"
describes the current macroeconomic and agricultural situations and sets forth
the proposed areas of conditionality for this ESF program. These conditions
are intended to emphasize the need to move from short-term stabilization
measures to conditions that promote long-term growth.
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III, Current Economic Situation and Status with Respect to Policy Reforms

1. Major Component of the World Bank's SAC

The World Bank has now completed negotiations with the GOS for a
dollars 70 million Structural Adjustment Credit (SAC). Board approval is
expected 1n late January or early February. The loan will be available in two
distinct tranches. Local currency will be generated from non-luxury imports
and uses must be determined jointly by the GOS and the World Bank. At this
point in time the World Bank intends to remain flexible regarding the uses of
local currency. The equivalent of U.S. dollars 18.75 million have been
comnitted for uses contained in the IMF's Government Financial Operations
Table for the current Senegalese fiscal year which runs through June 30, 1985
(see Annex 5). .

a. Agricultural Sector

SAC conditionality covers five specific areas: (1) promnoting
agricultural production; (2) reform of industrial incentives; (3) public
investment policy; (4) reform of the parapublic sector and (5) improving
public finances. In the agricultural sector reform measures focus on the
cereals sector, input pricing, phasing-out of RDAs and groundnut sector
reform. A cereals production plan is to be presented in April 1986 and will
include: (a) input distribution, (b) extensilon services; (c) organisation of
markets and (d) pricing policy including a support mechanism for a floor
price. The GOS has agreed to a policy of protection for domestically produced
cereals through a combination of an overall import quota on rice and wheat and
of a special tax on imported rice.

Subsidies on inputs (fertilizer and seeds) will be eliwinated by
the 1989/90 crop year and distribution will be pr. ¢ressively transferred to
the private secctor as RDAs phase-out of direct precluction activities., Prices
for inputs will reflect the real costs of transport to the various regions of
the country. The GOS has agreed that no Treasury resources #1-1 be utilized
to finance a fertilizer subsidy. RDAs will be specialized in planning and
monitoring of extension services and the GOS subsidy will progressively
decrease as RDAs’ activities become more focussed. The persomnel of RDAs will
be decreased accordingly and the World Bank has contributed to a speciel fund
designed to finance the reconversion of personnel that have lost employment.

In the groundnut sector the GOS is expected to implement the reforms
announced by President Diouf last April. an action plan for groundnut seeds
is to be formulated before June 30, 1986 and SONACOS will be responsible for
maintaining a security seed stock of 50,000 MI. By the 1986/87 crop year the
GOS will have withdrawn from the seed sector with the exception of selectec
seeds. By the 1989/90 crop year a GOS subsidy on groundnut seeds must be
eliminated.

b. Industrial Incentives

This is a major component of the World Bank's SAC and one where
other donors are not particularly active. The objectives of reform are to:
(1) reduce and harmonize the tariff structure through elimination of
quantitative restructures and a substantial reduction in customs duties; (2)

4
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improve export promotion instruments and in particular the drawback systenm,
export subsidies which will be based on domestic value added; (3) generalize
the application of import taxes to all companies; (4) reduce price controls
and (5) increase flexibility with respect to labor laws applicable to
companies.

Immediate measures which must be taken include: (1) a freeze on
products subject to quotas; (2) elimination of requirement for prior GOS
authorization to import goods which are nnt produced locally; (3) a reductiom
ia tariffs for certain selected products; (4. introduction of a system of
endorsable drawbacks by July 1, 1986; (5) elimination of prior authorization
for at least one sector by July 1986 and (6) revision of procedures for
hiring/firing and renewing work contracts t> introduce greater flexibility. A
new industrial policy is also to be announced by February 1986.

c. Public Investment Policy

The GOS is preparing a bilannual public investment program for
1985/86 and 1986/87 which will be limited to CFAF 300 billion. Certain
ambitious industrial projects will be postponed and a new strategy for the -
railway sector is being defined. The program will include more systematic
calculations of recurrent cost implications of projects particularly in the
education sector.

A new rolling three-year investment programming system is being
introduced which will reinforce the relationship between the planning and
budgetary processing.

d. Parapublic Sector Reform

The objectives of parapublic sector reform are: (1) progressive
disengagement of GOS especially where activities can be done more efficlently
by the private sector; {2) improvement in the management of essential
parapublics through simplification of GOS control and supervision and the
introduction of performance standards and (3) a 50 percent reduction in the
level of direct subsidies to parapublics. The action program provides for
cession, establishment of a list of enterprises that can be privatized or
liquidated by end of December 1985, study of the reciprocal debts of the GOS
and parapublics which should include a repayment schedule, continued us: of
contract of public services to be completed before June 1986 and completiuu of
the terms of reference for a diagnostic study of SONACOS/SEIB to be submitted
before end December 1985.

e. Improving Public Finances

The World Bank is requiring a detailed sectoral analysls of operating
expendituzes for the FY 1981/82 through FY 1985/86 period. In addition a
survey of all direct budgetary subsidies is tering made and these will be
presented more clearly in future budgets. The GOS has also agreed to: (1)
simplify the tax system through a revision of the fiscal code; (2) revise
rates of customs duties as well as the customs code; (3) examlne the
feasibility of introducing a real estate registry system and (4) examine most
appropriate means of computurizing customs.
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Targets have also been set for: (1) the reimbursement of arrears on
credit sales for imported rice and on customs duties; (2) reduction in GOS
arrears to the private sector; (3) reduction in GOS arrears on ONCAD debt; (4)
reduction in the ratio of salary expenditures to fiscal revenue and (4)
payment to GOS of externmal debt services owed by parastatals even if loans
have been rescheduled in the contect of the Paris Club,

Senegal has been pursuing economic stabilization and reform since
1980, primarily in the context of a series of IMF Standby Agreements. In 1984
the GOS formulated two major policy statements: (a) the New Agricultural
Policy and (b) a Medium and Long-Term Econowmic Action Plan. The New
Agricultural Policy aims at (a) reduction of the role of the parastatal rural.
development agencies, (b) increased efficiency in the supply of agricultural
inputs, (c) new crop production strategies, (d) a greater share for rural
development in the allocation of investment resources, and (e) environmental
protection and comservation. The Medium and Long Term Economic Program aims
at (a) improving fiscal performance and management of government agencies and
public sector enterprises, (b) strengthening the programming and
administration of public investments, aud (c) supporting economic reform by
providing improved incentives to private sector activity in agriculture, the
fishing industry, tourism, and other productiou for export or import
substitution. Following the adoption of these important policy documents, a
Consultative Group meeting was held in Paris in December 1984. A major
conclusion of the meeting was that Senegal, on the basis of its proposed
policy reform package, warranted significant non-project assistance and needs
were estimated to be $250 million per year. The World Bank committed itself
to design a new $60.0 million Structural Adjustment Cradit (SAC), and tha
conclusion of SAC negotiations is expected to be completed by the end of
December 1985.

2. The Macroeconcmic Sitiation

Over the past twelve months the Goverument of Senegal (G0S) has
continued to lmplement the short-term stabilizatlon measures prescribed by the
IMF and endorsed by other major donors of budgetary support (France, Saudi
Arabia, USAID). Prices for baslc consumer goods such ag rice, bread, cooking
oil and sugar have been Increased significantly, with most recent price
increases affecting rice (by 23 percent in January 1985) and bread (by 23
percent in October .985). Credit expansion has been successfully coutained
with the value of outsuanding domestic credit Increasing by less than 5
percent as compared to an average annual increase of 16 percent from mid-1979
to mid -1983. (see Table 3 in Annex 10). The public sector wage bill has
been stabilized through zero growth in the number of civil servants and only
6.6 percent nominal gruwth in expenditures on salaries. The tax rate on
imports has been successively increased (5 times over the past 7 years) as a
means of containing imports and the GOS has continued to make concerted
efforts to reimburse ex--ONCAD debt (CFAF 13.0 billion or $32.5 million since
January 1985) and to reduce the stock of arrears to the private sector (CFAF
9.6 billion or $24 million since January 1985). GOS expenditures on
materials, transfers and supplies actually decreased from FY 1983/84 to FY
1985/86 and new external borrowing with maturities of between 1 ~ 12 years has
been held within the limits set by the IMF.(See Table 4 in Annex 10).
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On the surface the implementation of the above stabilization measures
has led to a rather spectacular improvement in the macroeconomic aggregates.
The overall fiscal deficit as a percentage of GDP fon a commitment basis)
decreased by 50 percent from 1982/83 to 1984/85 while the balance of payments
deficit as a percentage of GDP declined by 45 percent between 1982/83 and
1984/85. (see Tables 1 and 2 in Annex 10). However, these results disguise
the fact that the underlying structural budgetary and balance of payments
problems persist. Basically short-term techniques have been used to reduce
pressure on the budget and balance of payments. These include: (1) annual
debt reschedulings, (2) emergency budgetary support, (3) freezes on hiring and
public sector expenditures and (4) temporary recourse to the short-term cash
flow financing mechanisms providec by certain deposits of parapublics with the
banking sector. Suzh techniques do not resolve the underlying problem.

A vivid illustration of the pertinence of the above analysis is the
w.ture of the current severe liquidity crisis faced by the GOS. Between early
June 1985 (time of the last official IMF Mission) and October, the cash flow
position has altered from one of relative comfort to one of acute crisis.
Explanations of the crisis include: (1) a disturbing decline in tax revenue
with an observed shortfall of CFAF 8.9 billion or $22.3 million in FY 1984/85
and a shortfall of CFAF 9.4 billion or $23.5 million in the first quarter of
FY 1985/86; (2) inability of Semegal to reschedule its debt with Arab donors
which has led to a shortfall of $9 million in FY 1984/85 and $13 million in FY
1985/86, and (3) a greater than projected deficit in the groundnut sector for
crop year 1984/85 due to a decline in the international price of groundnut oil
during recent months. The shortfalls detailed above have been partially
financed through an accumulation of external debt arrears which are currently
estimated to be CFAF 16.0 billion or $40 million.

Future reform measures designed to address Senegal's budgetary
balance of payments position must deal directly with structural distortionms.
Thus, reliance un demand management measures to reduce consumption as a
percentage of GDP (which remains high in Senegal at 93 percent) must be
complemented with supply side reforms and in particular with efforts to
increase domestic resource mobilization from taxes and savings channeled
through the banking sector. Furthermore, resources must be directed to
productive activities partially through improved financial intermediation by
the banking sector and the introduction of appropriate fiscal incentives.
Intimately linked to increased resource mobilization is the necessity of
introducing a rational system for allocating public resources through an
effective budget process. The current system makes it impossible to determine
the sectoral allocation of public resources and to assess the relative merits
of various expenditures. The public sector wage bill has been contained but
means have to be found of increasing the productivity of the civil service
through appropriate remuneratibn for qualified professionals. Failure to
address this question will result in increasing problems of morale and
temptation to supplement earnings through the exercise of arbitrary
bureaucratic prerogatives.

Another critical reform area involves a rethinking of the manner in
which crop credit is extended to purchasers of certain agricultural crops
especially groundnuts, cotton and domestically produced rice. Under the
current system purchasing agents do not reimburse credit for the previous crop
year before drawing new credit. This practice is in violation of Central Bank
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regulations and in essence holds the GOS hostage for payment of subsidies
before crop credit is fully reimbursed. The fact that reimbursement of
outstanding crop credit is generally an IMF target adds pressure on the GOS to
make hasty and sometimes unjustified subsidy payments in return for purchasers
promises to reimburse crop credit. The disengagement of the GOS from the
groundnut sector and the phasing-down of SAED's role in purchasirg rice should
alleviate this problem over the next three years. For estimates of this
year's deficit on the groundnut sector see Tables 8 - 10 in Annex 10.

The final structural reform which is clearly the most critical one to
Senegal's prospects for improved economic performance, is the need for a basic
change in the price-setting mechanism. The practice of setting fixed prices
for: (a) purchase of agricultural crops; (b) sales prices of basic consumer
staples such as rice, cooking oil, and bread and sugar and (c¢) sales prices of
certaln strategic goods such as cement has caused major distortions in the
economy which have in turn promoted thriving contraband activities and have
led to unsustainable deficits for the Price Equalization and Stabilization
Fund (the CPSP).

The World Bank and USAID are the two major donors attempting to deal
with these basic structural problems at the macro-economic level in the
context of non-project support. The World Bank as part of its SAC is
requiring reforms in: (1) the budgetary process; (2) tax structure and
improved tax administration, public sector wage policy; (3) incentives for
allocation of resources to productive sectors of the economy; (4) the price
setting mechanism for agricultural producer prices and inputs and (5) a
general reduction in GOS subsidies to the agricultural and industrial
sectors. USAID/Senegal, through its proposed AEPRP will also be leveraging
reforms in the fiscal and banking systems designed to improve domestic
resource mobilization. In addition, conditionality set out for this
multi-year ESF focuses on problems of: (a) the price-setting mechanism for
basic staples and producer prices; (b) GOS subsidies to inefficient

agrs-businesses through the CPSP and (c) the need for timely reimbursement cr -

crop credit.

3. Agricultural Situation

Real progress in the reform process, which is more manageable in a
sectoral context than at the macro-economic level, has been more impressive in
the agricultural sector. Nevertheless, continued progress in directions set
by the New Agricultural Policy (NAP) will be dependent, to a large extent, on
achievements which can be obtained at the macro-economic level. For example,
privatization of agricultural input distribution and marketing for cereals is
possible only if adequate bank credit is made available for these purposes.
Credit availability will require certain changes in banking practices (e.g.,
interest rate spreads, dependence on guarantees), improved performance by
purchasers of agricultural crops with respect to reimbursement of crop credit
and a general rehabilitation of the banks most equipped to lend to agriculture
such as the National Development Bank (BNDS). Similarly, a lasting change in
crop mix (from groundnuts to cowpeas, millet and maize) will depend on the
GOS's effective reduction in support to the groundnut sector.

In terms of agricultural reform, Senegal is in the critical transition
between domination bty the GOS and a move towards privatization. If this
process 1s not carefully managed and therefore leads to major disruptiomns in

[
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agricultural production the GOS will find it difficult to resist the
temptation to move back into a lead role. The 1985/86 crop year represents a
propitious beginning for the privatization process but good luck in the form
of reasonable and widely distributed rainfall has certainly been a major
element in the success.

As requested by the donors the GOS eliminated two rural development
agencies (RDAs), SONAR and STN, in iay of this year. In addition the staff of
SODEVA (RDA in the groundnut basin) was reduced by 55 percent resulting in a
loss of employment for somewhat over 1500 employees. A contract plan (i.e.,
performance contract} was signed in December 1584 between SAED (RDA in the
Senegal River Basin) and the GOS. <The plan calls for a gradual reduction in
the role:'of SAED in direct production activities. Draft contract-plans are
currently under discussion for SODEVA and SOMIVAC (RDA in the Casamance).

With respect to input distribution, major reforms were introduced in
April 1985 and were leveraged through CCCE conditionality in connection with
budget support loans committed in June. The retained earnings scheme where
farmers were taxed to defray some of the costs of GOS provision of inputs wan
totally abolished. The State financed anational grourdnut seed stock for free
distribution was reduced by 50 percent from 120,000 MT to 60,000 MT and an
additional amount of 40,000 MT was made available for sales at cost price. A
plan for reorganizing the fertilizer sector (based on a report completed by
USAID/Senegal with the cooperation of ISRA-the National Research Institute)
was discussed in July 1985.

Producer prices for agricultural crops were increased for the second
successive year in April 1985. Although the price increases represent a step
in the right direction the final objective is to free up pricing of
agricultural produce once effective marketing channels which ensure an element
of real competition have been established. Prices for cereals were increased
between 17 percent and 83 percent while prices for export crops have been
increased by between 30 percent and 50 percent. In Septembex 1985 the GOS
announced that producer prices for domestic cereals (except rlce) are to be
considered floor prices while those for export crops remain fixed prices.
Small-scale support mechanisms (through SONACOS - the oil crushing firm for
cowpeas and through the CPSP and CSA - (food aid distribution parastatal) for
millet and corn have been put im place. The announcement of floor prices for
cereals may cause some difficulties if the amount placed on the market 1s too
large. However, recent field trips made by the Mission's Agricultural office
indicate that the floor price 1is being maintained with only modest GOS
purchases. A major part of future conditionality under this multi-year ESF
will be to encourage the GOS to move towards a more flexible pricing mechanism
which will be linked to variations in production levels.

Marketing of export crops is still largely under GOS control. As
part of the groundnut sector reforms certain private sector traders may
purchase groundnuts but they are obliged to sell them to SONACOS. As might
have been anticipated very few licensed traders have volunteered to
participate in this scheme. Cereals are marketed through private traders
working under certain restrictions with a limited purchasing role for the GOS
through RDAs and CSA. Cotton and domestically-produced rice are still
marketed through parastatals, SODEFITEX and SAED respectively. According to
GOS estimates for production this crop year, the reforms in the groundnut
sector announced last spring have had the desired impact of encouraging
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farmers to shift from groundnuts into cereals. The areas of cereals planted
increased by 45 percent compared to 1984/85. For data regarding agricultural
production and estimates of areas planted in cereal: versus export crops see
Tables 6 and 7 in Annex 10.

The significance of this initial producer response should not be
overestimated. First, farmers were anxious to produce cereals to rebuild
personal reserves which have been depleted by two successive years of mediocre
harvest (1983/84 and 1984/85). Second, farmers were caught by surprise last
spring when the GOS announced a 50 percent reduction in the amount of free
groundonut seed distribution and did not have significant personal seed
reserves. A major factor in determining whether producers will maintain their
current emphasis on cereals is whether or not this year's marketing
arrangements for cereals will permit them to obtaln reasonable prices in the
market place. Preliminary data cbtained by USAID's agricultural office
indicate that at le.st for the present, announcement of GOS purchases of
cowpeas, and millet and maize have increased the price offered by the private
sector. Since GOS intervention is limited to 24,000 MT for millet and corn,
the floor price cannot be maintained unless sufficient commercial markets are
found for producers' surplus output.

A major reform currently under discussion which will definitely
affect the future of cereals production 1s that of the privatization and
liberalization of pricing of imported rice. Through privatization it is
expected that the price of rice will be "depoliticized" and that a relatively
high price of rice reflecting domestic interregional transport costs will
encourage consumers to shift in favor of consumption of domestic cereals
outside of the Dakar area.

The PL-480 Title I Program and Agricultural Production Support
Project (APS) are designed to promote continued reform in the agricultural
sector. Conditionality in the encourages continued phasing-out of production
activities of the RDAs, further liberalizaiion of agricultural marketing, and
gradual introduction of more flexible producer prices for cereals and for
export crops. The World Bank's SAC deals with many of the same issues but at
2 more general level. This is understandable given that the Bank's SAC also
covers the industrial sector, programming for investment, the Ludgetary
process, tax reform, the parapublic sector and salary incentives in the civil
service.
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IV, Proposed ESF IViongram Description -

1. Amount and Duration

The need for program assistance to Senegal will continue throughout
the USG FY 1986~FY 1988 period; based on the most recent figures of the IMF,
the total financing requirements of the GOS on current and capital budgets
from internal and external sources for GOS FY 1986 alone are estimated to be
FCFA 84.3 billiou or $ 210.8 million ($1=400 CFAF). Senegal has compiled a
solid record of implementing policy changes over the past two years but hard
structural adjustment lies ahead. The Mission proposes to support these
efforts through a three-year ESF program. The first year obligation of $15.0
million represents a respectable but modest contribution to meeting Senegal's
financing requirement in FY 1986; declining but sizeable needs will remain in
GOS FYs 1987 and 1988 requiring additional ESF support. Other donor
contributions towards meeting Senegal's GOS FY 1986 financing requirements,
listed in Annex 5, equal approximately 76 percent of needed resources.

In USG FY 1983-FY 1985, the Mission authorized its ESF funds on an
annual basis. Tied to strict IMF deadlines, the program tended to limit policy
dialogue to more immediate problems, focussing attention of policy makers on
short-term measures. By decoupling disbursements from IMF schedules, the
Mission can better adjust the timing and flow of funds to GOS performance and
needs. A longer time frame means the Mission can both (=) establish a sector
objective (i.e., oil crushing firms take all necessary measures required to
maintain profitability in the face of fluctuating production levels and
international prices) and (b) develop interim conditions (i.e., reductions of
plant capacity and personnel, introduction of cost accounting to determine the
cost efficiency of each unit, development of a financially balanced means of
managing peanut security stock, etc.) over succeeding years leading to the
gector objective.

Tha ECPR held in Washington on November 27, 1985 to review the Program
Assistance Initial Proposal (PAIP) for this ESF program, concurred that the
ESF program should mazintain a multi-year focus as a basis for developing a
longer-term approach with the GOS aimed at resolving Senegal's structural
problems. The program will, however, be baged on annual and separate
authorizations. Assuning that funding levels remain under $20.0 million,
AID/Washington prefurence is to continue authorization of future PAADs in the
field 1ii.. accordance with DOA 140, revised. Nonetheless, AID/Washington will
need some means of reviewing the past year's progress and examining other new
or pertinent {ssues. Therefore, the Mission will submit, by cable, an annual
progr~ss report at the conclusion of each USG fiscal year. This report will
(1) describe GOS performance in implementing the previous year's conditions
and covenmants, (2) set forth conditionality which appears likely for the
coming year and (3) discuss plans for changes in the program's long-term
objectives compared to what was contemplated in the current year's PAAD.

The cable will be sent to AFR/PD/SWAP which will distribute it to AID/W
offices for comments and decision on the authorization venue for the next
year's PAAD. The Mission will be advised by cable of AID/Washington's
comments and authorization venues. This proposed process for authorizing
programs in following years assumes that the overall concept described in the
ESF IV PAIP renains unchanged. If the concept changes, a formal PAIP will be
required.

A
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2. Transfer Mechanism

This ESF program will provide budgetary support in two disbursements
to the GOS. This program differs from previous ESF programs in that the
disbursements will no longer be tied specifically to time deadlines
established under the IMF standby agreements. Nonetheless the matter of
timipg remains essential: ESF funds must be available for disbursement when
critical budgetary needs arise and when specific items of conditionality have
been met.

As the CFA is in effect a convertible currency, there exists little
immediate incentive for the private sector to utilize a Commodity Import
Program (CIP). Thus the time required tc generate local currency could be
lengthy and render the program unresponsive to GOS needs. This, in fact, was
a lesson learned during the FY 1983 ESF program which was implemented as a CIP.

The Mission has also studied the establishment of a Special Letter of
Credit (SLC). Ac present, imports from the U.S. lack sufficient magnitude or
reliability to guarantee rapid gemeration of funds.

In light -7 this information, the Mission has concluded that the cash
transfer mechanism is the most effective instrument for providing support to
the GOS during FY 1986. This conclusion is in line with AID Handbook 4 which
states that cash transfaors are intended to provide budgetary or balance of
payments support “when the particular AID purpose cannot be accomplished
through other instruments.” However, prior to future ESF programs, the
Mission expects to review eligible commodity lists with the GOS to determine
if there are potential imports on which to base a commodity program in
succeeding years.

3. Implementation Procedure

Following PAAD approval and signature of the Grant Agreement, and in
anticipation of the fulfillment uf conditions referred to below, a Program
Assistance Agreement Abstract will be prepared by the Africa Bureau and
forwarded to FM/PAD (the accounting station) for entry into the Agency's
records. This Abstract will serve as the obligatving document until confimmed
copies of the Agreement are received by FM/PAD. The Mission (PRM) will
prepare a Financing Request for a Cash Transfer signed by both the Mission
Director and a GOS representative. FM/PAD will schedule the payments through
the Federal Reserve Electronic Funds Transfer System to the BCEAO Account o.
001,174.5460 in the Chase-~Manhattan Bank (CMB) in New York or such other
account as designated by the GOS.

Once the deposits are made the BCEAO will, upon to GOS request, create
sums equivalent to the transferred dollar funds $15.0 million in CFAF in the
"depot du tresor aupr2s de la BCEAO/Senegal” at the Central Bank in Dakar.
Funds from this account are normally released on order from the Treasurer of
Senegal. In the event that the Mission Director is unable to determine that
Senegal has taken all reasonable measures to comply with the terms and
conditions of this ESF program, funds will not be released until such time as
the Mission and GOS agree on a new set of conditions for their release. A
written letter from the Director of USAID/Senegal to the Treasurer and the
Central Bank will constitute Mission concurrence in the use of funds and
permit their release.
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a. Audit and 121 (d) considerations

With respect to this ESF program, the Central Bank will provide its
guarantee that funds will be utilized only upon mutual agreement between AID
and the GOS as to their use. Following release of funds from the special
account, USAID will receive a copy of the transfer order showing to whom
transfers were made.

The USAID will also check with organizations receiving funds to
verify that arrearages have been reduced in amounts equal to that disbursed
from the special account. On this lLasis, the Mission does not anticipate use
of a public accounting firm in this program. The Mission further believes -
that the above elaborated procedures respond to 121 (d) concerns although FAA
Section 121 (d) is not applicable to this program.

b. Implementation Schedule ,vActioﬁ‘~
1. USAID/DIR authorizes PAAD. ‘PDO
2. Telephone AFR/PD/SWAP Cameron Pippett

asking that he advise FM that PAAD has been signed
and financing request will follow.

3. Letter sent to Central Bank asking them to block
account pending USAID/DIR letter avthorizing release

of funds. EECU'
4. Grant Program Assistance Agreement (GPAA) finalized - S

in French and English. PRM’
5. GPAA signed by USG/GOS. o ’ PRM

6. Financing request prepared (PRM) and signed by GOS (ECU) ECU/PRM

7. All CP's are satisfied for first disbursement (see Annex 11

for detail). ECU
8. Financing request countersigned by USAID/DIR. E PRM.
9. Telephone AFR/PD/SWAP to advise that all documents are - e

signed. " "PRM
‘10. Financing request cabled to AID/W. Pkﬁ.
11. Funds transferred from U.S. Treasury to BCEAQ. Account’t S 5j¥

at Chase Manhattan. o ©. . AID/W (FM)
12, Telephone confimmation of transfer (AID/W and BCEAO). ©ECU

13. Mission Director authorizes Central Bank by letter =~ .~ -
to release funds from blocked account. o ECU""

14. USAID receives copy of transfer order to confirm that ,
funds were allocated as agreed. ECU
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As this implementation schedule’ requires ‘action’of: various-Mission.
elements, coordination action will be assigned to the Deputy Director,
USAID/Senegal,

4. Use of Funds

The purpose of this $15.0 million dollar ESF grant to Senegal is to .
assist the GOS to attain economic growth and maintain political stability
while undertaking the long-term reforms needed to redress the structural
problems of the economy. In return for the ESF grant, the GOS is to implument
the policy change conditions described in Section 6 below.

Upon receipt of the dollar funds, the BCEAO will establish a special
account, subject to GOS reques:, and deposit an equivalent sum of CFAF for the
account of the GOS based om mutual USG/GOS agreement. CFAF funds created for
the three previous ESF programs were employed by the GOS to provide critically
needed budgetary support and helped the GOS to meet urgent financial
commitments., One direct effect of this budgetary support was to lncrease
liquidities available to the private sector through the banking system over
what they otherwise would have been; this 1s essential to stimulating economic
growth in Senegal. For example, due to the inability of the GOS to pay its
bills for services provided and the lack of bank credit, many Senegalese
businessmen have found it difficult to remain in business let
alone expand or create new jobs. Assisting the GOS to meet these obligations
will provide needed inflows to the private sector while relieving pressure on
the government budget.

It is anticipated that CFAF in the special account will stimulate growth
in the economy through reimbursement of arrears or other measures which will
reliquify the private and banking sector.

To the maximum extent possible, CFAF use should support areas of

conditionality linked to USAID/Senegal's non-project assistance program and
support institutloms directly responsible for ensuring that appropriate policy
decisions are taken and implemented. Illustrative uses are listed below:

a. Support for withdrawal of groundnuts and vegetable oil from the CPSP. -
This support will enable the CPSP to reconcile its accounts and withdraw from
the sector.

b. Liquidity to the banking sector for use in providing credit to:
production-related enterprises in the private sector.

c. Support for expenditures of RDAs to carry out extension ‘and’ planning
services.

d. Payment of GOS financial obligations.to the private sector to
stinmulate economic activity.

In concurring with Mission objectives for dollar and CFAF transactions,
the AID/Washington PAIP ECPR recommended that provisions be made which assure
that funds will be used to achieve those objectives. In response, it has been
agreed with the GOS that CFAF will be held in a special account at the BCEAQ
and not released until the Director, USAID/Senegal, agrees to their use.

H
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5. Responses to Concerns Raised at Issues Meeting and the ECPR

An issue involved ecomomic criteria to be utilized to make recommendations
to the President regarding a floor price for cereals. Conditionality in this
area has been transferred entirely to the PL~480 Title I program which was
signed by the U.S. Ambassador and the GOS Minister of Finance on December 17,
1985. In a separate implemention letter which was signed at the same time as
the Title I agreement the GOS approved the creation of a working group
composed of representatives from the public and private sectors to establish a
mechanism for supporting floor prices for cereals and to recommend the level
of floor prices based on economic criteria for each crop year beginning in
1986/87. An audit will also be undertaken of this year's GOS purchases of
cereals to support the CFAF 70/kg floor price. Due of the first funds the
working group will be to detexmine the criteria for settingthe floor price.
USAID intends to take a major role in the deliberations of this Working
Group.

Another issue raised relates to provision for a covenant during the first
year of the multi-year program stipulating that the GOS would eliminate the
monopoly purchasing power of the groundnut processing industry. The Mission
has been unable to obtain GOS concurrence on this for the first year; however,
it will seek agreement in the context of future years of this
multi-year program. A number of justifications for this position were
provided by the GOS. First, although liberalization of groundnut marketing
remains one of the objectives of groundnut sector reforms the introduction of
such a measure must be done prudently in order to avoid a generalized collapse
of the groundnut processing industry. This coming year the GOS will be
eliminating all direct subsidies which will require significant adjustment
from the industry particularly in view of mediocre estimates for thkis year's
groundnut crop. 01l crushing firms are expecting to purchase a maximum of
300,000 MT - 350,000 MT to be compared with total triturating capacity of
700,000 MT. Second, the GOS believes that at least onme year of the
maintenance of SONACOS' purchasing rights are justified on the grounds that
the GOS rsinired SONACOS to merge with SEIB which is in extreme financial
difficulcy and i¢ carrying a short~term debt estimated to be CFAF 10.0
billion or dollars 26 million. The final argument is that while SONACOS
enjoys a monopoly purchasing rights on paper, de facto the situation is
different and farmers do have a number of alternatives for disposing of their
groundnuts. The parallel market is extremely active and farmers may sell for
artisanal crushing or direct consumption. Recent figures prepared by a team
of French agricultural economists estimate that the parallel market has
accounted for between 5 percent and 33 percent of total production. The
primary explanatory variable appears to be the relative competitivity of the
officlal producer price.

The issue concerning the use of covenants for the first year as CP's to
the second year was also raised during the Washington review of the PATP. The
Mission has presented a three-year plan for conditionality to the GOS;
although, formal review was restricted to the objectives of reform and the
first year. The principle incorporated in the conditionality is that the
objectives to be obtained with first year covenants are rephrased as CP's for
the following year's disbursement. MNevertheless, the Mission preference 1is to
maintain a certain amount of flexibility as conditions may change
significantly from one year to the next. The Mission intends to use CP's to

U
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disbursement as a means of maintaining real pressure on the GOS for reform.
Where reforms are implemented abroad of schedule CP's should be modified to
reflect this progress aud to apply pressure for additiomal policy change.
Similarly, when the reform process is obstructed by certain unforseen
difficulties the CP's should be reassessed and/or maintained based on the
Mission's best judgment at the time.

The Mission recosnizes the importance of reinforeing its economic
analytical capacity in order to sustain its comprehensive approach to economic
policy reform. Mission Director Littlefield is currently discussing the
Mission's management plan with DAA Richards. Local capacity has been
reinforced through the hiring of a Senegalese econometricilan:

6. Proposed Conditionality for ESF Program

The objective of USAID's conditionality 1s to stimulate an appropriate
pace of policy reform. While the first year conditionality is firm, second
and third year conditions are basically indicative in naturc. It is obvious
that all of the conditions will not be met precisely on schedule. Where
reforms take place more quickly than anticipated, the second and third year
conditions will be revised to reflect the Mission's desire to encourage a
steady pace of reform. Conversely, in areias where serious obstacles develop,
the Mission's objectives may have to be revised to remain consistent with
what 1s feasible. The precise conditions are set out in Annex 11 to this
paper. Although the level of specificity may appear to be overwhelming upon
an initial inspection, experience in Senegal has demonstrated that donors must
be precise with respect to studies and information which must be available to
decision-makers when reforms are being considered.

A. Reorganization of the Imported Rice Sector

Donors have been examining the rinancial implications of the GOS'
monopoly control of rice-imports througn the CESP sirce 1982. USAID has
financed: (1) an update of Arthur Andersen's analysis of the accounts of rice
imports including names and amounts of credit outstanding on sales of rice
completed in December 1984 and (2) a technical critique of CPSP's haandling of
rice imports completed by Kansas State University's Food and Feed Grain
Institute in January 1985. Given the extensive use of rice sales as a means
of providing patronage to powerful interest groups, USAID decided that the
most effective means of cleaning up import operations was to privatize. This
privatization was considered important on the following grounds: (1) it could
"depoliticize” the price of rice and would force the GOS to make regular price
adjustments in order to ensure that rice importing remained profitable: (2) it
would, through raising the price of rice, help offset the current bias in
favor of imports at the expense of domestic cereals and (3) it would provide
considerable revenue for tnae GOS budget in view of the current differential
between the domestic sales price and ianternational prices.

Recent negotiations between the major donors (French, IMF, USAID, and
World Bank) and the GOS, held during the week of November 11 1985, and spurred
by the need for the World Bank to finalize the evaluation stage for its SAC,
have led to what appears to be a major shift in the GOS position in favor of
privatization. A transition scheme set up for a two year period provides for
private sector participation in rice imports for about 60 percent of the total.

ollp
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The conditions precedent for USAID conditionality are intended to ensure
that CPSP honors all financial arrears to the GOS and private banks thus
promoting a smooth transition from the GOS monopoly position to significant
private sector involvement. The general objectives of reform in the sector
remaln unchanged with respect to the matrix presented to the ECPR: (1)
complete privatization of rice import operations with the exception of a GOS
security stock; (2) elimination of a fixed price for rice with the GOS to be
replaced by a variable customs duty; (3) efficient functioning of a GOS
security stock; (4) achievement of targets for repayment of arrears and in the
future of targets for timely payment of customs duties and internal taxes; and
53) elimination of crogs—subsidization of transport costs of rice. In
discussions with the GOS at the technical level officials made the point that
complete privatization was indeed the final objective but that this should be
implemented gradually to prevent disruptions in rice supplies to consumers.
The GOS 1is also committed to maintaining an overall quota on rice imports of
340,000 MT as a means of promoting a ghift in consumption from imported rice
towards domestically produced cereals. Privatization is to be pursued both
through increases in amounts open to competitive bidding and through the sale
of all GOS shares in SONADIS (the National distribution company) which will be
handling, at least for a 2 — year transition period, a 60,000MT security stock
plus 80,000MT to guarantee supply in the reglonms.

The CP with respect to the reimbursement of arrears on customs duties has
been met and even exceeded. According to data received from the CPSP, CFAF
5.085 billion or dollaws 13.2 million have already been paid. An additional
payment of CFAF 1.042 billion or dollars 2.7 million will be made within the
next week bringing the total to CFAF 6.13 billion or dollars 15.9 million.
The mission is requesting written confimation from the GOS customs and
treasury departments that above payments have in fact been received.

The CP dealing with the payment of outstanding excess profits owed i+ the
GOS Treasury has also been met since September 30. An additional paymcat of
CFAF 1.0 billion or dollars 2.6 million is expected on Dec. 31 which would
bring the total to CFAF 1.5 billion. It is important to maintain pressure on
the CPSP throughout the period before rice imports are privatized (June 1985)
to ensure that all expected revenue is paid on time. The mission is
requesting written confimmation from the GOS Treasury on receipt of these
payments.

The third CP with respect to the collection of arrears on credit sales is
being modified slightly to reflect difficulties encountered by the CPSP in the
collection process. By end of December the CPSP expects to collect CFAF 400
million or dollars 1.04 million instead of CFAF 500 million originally
projected. The difficulties in collection are caused by: (1) the lack of!
responsiveness from the courts; (2) CPSP's status which does not permit it to
make direct seizures of property and (3) the length of time required for the
resale of property (mainly residential homes) which have been legally
transferred to the CPSP to cover bad loans of rice dealers who have declared
bankruptcy. The mission is requiring written comfirmaticn from the public
auditor assigned by the GOS to the CPSP that sums have actually been collected.

The first covenant under rice privatization has been modified slightly in

the negotiating process to reflect a concern expressed by the Minister of
State Jean Collin. The quota system for internmal rice distribution will be
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eliminated beginning in July 1986, but the GOS reserves the right to designate
a specific wholesaler to distribute rice in the event of a severe rice
shortage in any given region. The other covenants remain nunchanged. The GOS
has already announced that it will gradually privatize rice beginning in June
1986. The CPSP has confirmed its intention of paying at least a cummulated
total of CFAF 10 billion or dollars 26 million in customs dutles on rice
imports before the end of June 1986, The CPSP will attempt to collect an
additional CFAF 400 million in arrears on credit sales before end June 1986.
The retail price of rice will be modified by July 1986 to reflect transport
costs to the regions. A mechanism for managing the GOS security/regulating
stock will be functional before July 1986. By July 1986 a reduction in the
staff of the CPSP will be made in response to the privatization and transfer
of rice import operations. The final reconciliation of the accounts of the
CPSP will be completed before April 1986 thus facilitating the legal/financia’.
process of taking the imported rice and groundnut sectors out of the CPSP,

B. Phasing-Out of Price Equalization

While the World Bank's SAC calls for price liberalization and a
progressive reduction in the effective rate of protection of the industrial
sector it does not address the implications of these reforms for the CPSP
which is the principal instrument by which the GOS taxes or subsidizes major
agro-industries such as cotton, groundnuts, flour millers, and the sugar
refinery. However the World Bank agrees with USAID that the economic utility
of this institution is questionable. As a correspondent of the Treasury the
CPSP is rsquired to turn any receipts over to the GOS. On the other hand,
when resources are required to pay out subsidies to various industries the
Treasury never has the money to allocate to the CPSP, Furthermore, CPSP's
commitment to support prices for consumer staples and/or fixed margins to
agrc-businesses is entirely open ended which has resulted in the accumulation
of sizable debts. A case in point is the build-up of CFAF 32.0 billion or §80
million in debt to oil crushing firms (1921/8% and 1982/83) which was finally
pald off by donors 1in December 1983.

Three important decisions have taken place in the recent past which
tend to reinforce the view that the CPSP should be phased-out: (1) the tomato
industry was permitted to leave the CPSP in 1983; (2) President Diouf's reform
of the groundnut sector, if taken to its logical conclusion, would involve the
elimination of price equalization on groundnuts and imported vegetable oil and
(3) the GOS has agreed to replace price equalization for rice imports with a
variable tax on imports to be paid directly to the Treasury.

Objectives of reform over the three-year period are: (1) a critical
review of the economic impact of the CPSP upon the stabilization of consumer
prices of basic staples, on rhe stabilization of revenue to producers of
agricultural export crops (cutton and groundnuts), and on income distribution
between capital and labour; (2) a gradual phasing-out of the fixed price
system for groundnuts, cotton, wheat flour, rice, vegetable oil and sugar to
be replaced by a more flexible pricing mechanism which would permit a more
direct 1link between world prices and domestic prices; (3) serious
consideration of the proposal to replace price equalization with a more
rational approach through the use of fiscal instruments such as a variable
customs duty or internal taxes; (4) renegotiation of existing contracts
between the GOS and monopoly agro-industries including CSS (sugar), SODEFITEX
(cotton), GMD and MS (wheat flour) and SAED (domestically produced rice) to
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reduce the level of protection and eliminate monopoly rights; and (5)
following the example set by groundnut reforms the GOS should develop a
specific time-table for reducing its adminiatrative protection and financial
support to agro-industries. The end result of the process should be the
elimination of price equalization over a five-year period.

Judging from the complexities of the socio-economic constraints, subsidies
to the cotton, rice and wheat flour are not likely to be eliminated until the
third year of the program. The sugar sextor will be the most difficult due to
the significant price differential between world sugar prices and domestic
production costs (one to three) and the fact that the €SS 1s a major employer
in the northern part of the country., It has been estimated that over 100,000
people derive their livelinood directly or indirectly from the CSS.

During the negotiating process with the GOS in this area the general
objectives of reform were accepted as they appear in the matrix presented to
the ECPR. There were nc major problems with the specific conditionality
except for our proposed covenant for the elimination of monopoly purchasing
rights for groundnut industries during the firs: year. This point {is
developed in some detail in the section on responses to issues raised at the
Project committee issues meeting. The Finance Ministry expressed reticence
with the request for elimination of price equalization on imported vegetable
oil at a time when this equalization is generating revenues for the GOS but
the Presidency ruled in favour of eliminating it.

Thus the first CP on the elimination of price equalization on exported
groundnuts and domestically consumed imported vegetable oil has been respected
and a letter to this effect is being circulated by the Minister of State,
Secretary General of the Presidency. The Mission believes that it is not
necessary to require further proof of implementationm.

The second CF wns reinforced by the Minister of Finance who felt that the
condition was one-sided in favors of the oil crushing firms which have asked
to readjust their prices without agreeing to pay taxies and duties on imported
vegetable oil and expcrted groundnut oil. The second CP therefore now reads
that the oll crushing firms are at liberty to adjust the consumer prices for
cooking oil in relation to price changes in the world market and to domestic
market conditions. The procedure to be used is that the oil mills notify the
GOS on price changes and wait a certain period of time for approval or
disapproval. A request for a reduction in the price of vegetable oil of CFAF
50/1itre made by the oil millers has been approved and a public announcement
is expected shortly. The oil millers are also subject to payment of all taxes
and duties on their import and export operations. The mission has received
written confirmation to this effect from the Presidency which we accept as
evidence that the CP has been met. Subsequently and timely payment of customs
futies and taxes by the oil millers has been added as on covenant to the first
year.

Agreement has been reached on the covenants for the first year with no
modification. At the technical level in the Presidency there is considerable
support for the total elimination of price equalization overtime. A plan for
phasing-out fixed producer prices of export crops to be replaced by a flexible
floor price mechanism is to be established by December 1986. The possibility
of replacing price equalization by a taxation system will be studied and
conclusions circulated for December 1986. Rice equalization. is to be replaced

A1



FY 1986 PAAD (685-K-604) (685-0288) S Jage 22

by a tax to be periodically adjusted beginning in Julyl986.Adeta11ed
review of production costs of agro-indutries subsidized by the CPSP will be'.
completed by end December 1986. Lo

C. Agro-Industry

Export agro-industries have a considerable impact both at the _
macro-economic level and at the level of farmers' decisions on whether to
plant cereals or export crops. At the macro—economic level, export
agro-industries directly influence the amount and composition of credit
availability to the ecconomy and have, at least in the past, welghed heavily on
the public finance situation owing to significant GOS subsidy payments. The
groundnut sector has been the most important element among the
agro-industries. As a resuit of pressure from the IMF, World Bank and USAID
the agro-industries, after receipt of GOS subsidy payments, fully reimbursed
outstanding crop credit in March 1985 for the first time since 1978. These
cradit reimbursements: (1) improved the general credibility of bank lending
for agricultural activities; (2) enhanced banks' willingness to lend for
short-term crop credit for the 1985/86 agricultural season and (3) eliminated
some of the pressure on credit restrictions to the private sector since
unreimbursed crop credit is classified as ordinary private sactor credit when
it is not reimbursed according to schedule.

At the level of farmers' decisions to plant foodcrops versus export
crops massive GOS subsidies to the export crop sector and the willingness of
the GOS to guarantee unlimited rediscounted credit for export crops have
tipped the balance against domestic foodcrop production. The reforms
announced by President Diouf on April 3, 1985 if implemented will
re—equilitrate the incentives for producing food crops versus export crops.
GCS subsidies for groundnut seeds have been eliminated and input management
has been turned cver to the farmezs and agro-industry. Subsidies to oil
crushing fims are to be eliminated beginning in 1986 and oil crushing firms
are to be free to make management decisions required to accommodate the loss
of subsidies. Limited private sector partlcipation in the marketing of
groundnuts is also authorized beginning in 1985.

The major objectives of conditionality in this area are: (1) to ensure
implementation of the reforms as announced and (2) to ensure that -
agro—industries do not adjust to the elimination of GOS subsidies by

accunulating arrears on the reimbursement of crop credit.

The solvency of agro-industries is basically dependent on: (1)
effective reduction in costs and excess capacity; (2) timely credit
reimbursements and most importantly (3) a more flexible pricing system which
would allow producer prices to adjust to world market co. “tioms.

In the process of negotiating the conditionality the general
objectives of reform were accepted by the GOS as they are set out in the
matrix: (1) reinforcecment of the groundnut sector reforms announced by
President Diouf in April 1986; (2) adjustment of oil crushing firms'cost and
crushing capacity to the realities of domestic and world developments in this
sector; (3) reduction in GOS support for agro-industries as a means for
providing a more balanced trade-off between export crops and foodcrops and (4)
to ensure that agro-indutries do not adjust to the elimination of GOS
subsidies by accumulating arrears on the reimbursement of crop credit to the
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banking sector. An important step has been made towards placing the crop
credit system on a commercial basis for the current marketing season. The oil
millers are now required to guarantee their own crop credit vis & vis the
banking sector as the GOS has refused to provide its guarantee as it has done
in the past. Two banks appear reluctant to lend on this new basis but most
recent information indicates that sufficient financing is available.

The first CP regarding oil crushing firms right to adjust to maintain
profitability in the face of fluctuating production and world prices has been
accepted and was reiterated in a letter sent to the mission by the Minister of
State Jean Collin. Two—hundred people have been layed-off but there is still
considerable debate concerning which of the four existing crushing facilities
will be closed. Due to the political implications (religions brotherhoods are
particularly active in the facility originally chosen to be closed) the oil .
mills had requested that the GOS make the final.decision; however, the GOS has
refused giving its disengagement from the groundnut sector as a rreason for
this position, The mission will not be requiring any additional confirmation
that this CP has been met.

The second CP dealing with the reimbursement of outstanding crop credit
for 1984/1985 crop year is causing a certain amount of difficulties. While
all crop credit utilized to purchase domestically produced rice and cotton has
uow bean reimbursed there still remains a substantial amount outstanding with
respect to the purchase of groundnuts for crushing. According to the most
recent figures available from the Central Bank SONACOS currently has CFAF 5.4
billion or dollars 14 million to reimburse and SEIB has CFAF 1.0 billion or
dollars 2.6 million to reimburse. The reason for the delay centers around two
points: (1) SONACOS is currently in the process of merging with SEIB as a
means of staving off bandruptcy for SEIB; however, at the time the crop credit
was drawn SEIB was an independent entity and therefore entirely responsible
for its credit repayments and (2) this is the last year in which the GOS will
be subsidizing oil crushing firms and thus SOMACOS in particular is attempting
to extract the maximum amount possible from the GOS. Figures range from a low
of CFAF 5.3 billion or dollars 13.8 million to a high ov UFAF 8.4 billion or
dollars 21.8 millionm.

Due to the complexity of the situation the mission is recommending two
geparate CP's. One which would related to the initial disbursment of dollars
10.0 million and one to the second disbursement of dollars 5.0 million to be
made available when the USG budgetary situation has been clarified. The
SONACOS nmust reimburse the totality of its capital plus interest of its
purchases of groundnuts for crushing prior to first disbursement of dollars 10
million. Prior to the second disbursement of dollars 5 million the SEIB will
have reimburse the totality of its capital plus interest on purchases of
groundnuts for crushing. As evidence that CP's have been met the mission will
be requiring, as it did last year, written confirmation from the Central Bank
that payments have effectively been made. !

With respect to covenants the Finance Minister requested that the
condition requiring SONACOS to introduce cost accounting by June 1986 be
replaced by a condition requiring than an audit be undertaken to determine the
efficiency of each processing and management unit. Due to the complexity of
the teask of auditing SONACOS the deadline was given as end of December 1986.
Since the GOS is a major shareholder in SONACOS it is in a strong position to
require an audit. The other covenants remain unchanged. After 1985 there

3
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will be no more direct GOS subsidy to oil crushing firms with the possible
exception of a modest subsidy to cover some of the costs of maintaining a
groundnut seed security stock). By the end of March 1986, crop credit due on
the seed stock will be reimbursed. 0il crushing firms will develop a cost
efficient means of managing a security seed stock for the 1986/87 crop year.

D. Privatization of Fertilizer Distribution

In order to encourage private sector distribution of fertilizer, USAID
is racommending a degressive subsidy which would evolve as follows: 1986/87,
24 CFA/kg; 1987/88; 16 CFAF/kg; 1988/89, 8 CFA/kg; 1983/90, elimination of the
subsidy. This schedule of subsidy reduction would be :onsistent with the
World Bank conditionality on agricultural inputs. The subsidy is necessary at
this point to encourage the private sector to develop & distribution system
under couditions of uncertainty regaraing the level of solvent fertillzer
demand. Furthermore, the subsidy 1is designed to encourage farmers to pay cash
for fertilizer rather than to purchase it on credit which is never
reimbursed. The CCCE and USAID will be financing the subsidy which is
avaiiable only for cash sales sold outside the RDAs. If{" is estimated that the
subsidy will require approzximately $1.5 million in the 1irst yesr with
$500,000 to be provided by the CCCE. a

As soon as confirmation of the availability of! the subsidy is made,

SONACOS will be ordering 7,500 MT of fertilizer from the domestic fertilizer
producer ICS. A wmaximum recommended price will be established in each region,
reflecting the real costs of transportation. It is unlikely that the
decreasing subsidy will result in declining fertilizer use since: (1) there
are likely to be economies of scale as fertilizer demand ‘ncreases thus
reducing the real cost of fertilizer to the farmers; (2) producer prices of
cereals and groundnuts are expected to continue to increase gradually which
will increase farmer capacity to pay the cost price and (3) farmers will
become accustomed to the concept of paving cash for inputs. Conditicnality on
fertilizer concentrates on ensuring that the cost price to the farmer is
reasonable and that no new GOS credit program will be establishe’. The focus
of USAID attention on seeds is concentratad on the cereals sector since lack
of quality seed represents a major constraint to increased pcoduction. The
current state of research with respect to improved seed varieties is
catastrophic and in some cases foundation seed for certain strains has
actually disappeared. GOS involvement in selected seed multiplication and
distribution is inefficient. USAID conditionality is designed to: (1)
encourage the GOS to develop a plan to rationalize the seed sector which would
be limited to research on foundation seed and quality control and (2) tramsfer
responsibility for seed multiplicatinn, storage and the sale of selected
seeds to the private sector.

Although agricultural input pricing and distribution conditionality
will be covered primarily in the agricultural pruduction support project (APS)
the Mission found It essential to provide for a CP as part of this ESF grant
in order to emsure that, the fertilizer subsidy being provided from Title III
and Title I monies for this Initial year, is not used to finance credit sales
which in Senegal have been characterized by a mediocre reimbursement record
the GOS has concurred with this CP and the mission has received written
confirmation in the form of a letter from the Rural Development Ministry to
the Miniscry of Plan and Cooperation that no state credit program for
fertilizer sales will be established outside of what already exists through
the Regional Development Agen.les. The mission is satisfied with this
evidence and therefore does not intend to seek additional assurances from the
GOS on this point.
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V. Special U,S. Interests

Senegal 18 a nonaligned, moderate functioning democracy now in its.
twenty—-fi1fth year of independence. In February 1983, Senegal held multi-party
elections with 5 parties competing for the Presidency and 8 parties
presenting slates for the 120 seats in the National Assembly. Acting
President Abdou Diouf was overwhelmingly elected arc President to his first
full term in office with 84 percent of the vote and his socialist party (PS)
captured 111 out of 120 Assembly seats. Over 50 percent of Senegal's voters
went to the polls, and the elections were carried out in a quiet and orderly
fashion throughout the country. An historic event not only for Semegal, but
for Africa as a whole, this election establisghed Senegal's credentials as the
leading democracy on the continent.

In the wake of this strong win at the polls, the government has begun
facing up to the vital, but difficult, decisions needed to overcome its
economic problems, many of which are structural. The resolution of these
problems requires courage and firm political will and the GOS has moved to
attack them head-on. The implementation of two successive IMF standby
programs and other donor reform packages has reaffirmed the GOS' intent to
govern within the bounds of fiscal discipline and real economic development.
On balance, the donors consider the measures enacted to date to have been
successful, though only the opening volley in the battle to progressively
restore Senegal's financial viability.

On the international scene, Senegal has been a positive force for
moderation and reason. It has worked closely and effectively with other
moderate states in the UN and other fora. (For example, Senegal is the only
black African state which provided military personnel as part of
International Peace Keeping forces in Shaba, Lebanon, Chad and the Sinai).
Sanegal has been in Lhe forefront of African nations trying to contain .
destabilizing actions in Africa and President Diouf, as current President or
the 0AU, is playlng a plvotal role in dealing with many of Africa's other
crises. Finally, in July 1981, Senegal was instrumental in putting down a
coup attempt in the Gambia.

Senegal's geographic location in black Africa has a gpecial interest for
the United States and is of significant strategic importance in world terms.
Senegal demonstrated this importance in World War IJ and in the 1982
Falklands crisis. Dakar serves as the only emergency landing site for the
NASA space shuttle immediately after launching. Senegal is a transport axis
and entrepot for West Africa, having among the best air, seaport and
conmunications facilities in the regionm.

Within its subregion, some of Senegal’'s neighbors are politically
insecure, and the country represents an island of stability and moderation.
It is therefore in the self-interest of U.S. and other friendly countries to
help Senegal preserve its moderate views and democratic tradition. Not only
is this help vital to Senegal's ability to continue its own progress
economically and socilally, but it will also set an important example for its
immediate neighbors and the subregion as a whole.

As testimony of the importance of Senegal to the West in general and the
U.S. in particular, over the past five years a number of senior USG officials
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and Members of Congress have called in Dakar. These visitors have included
Vice Presidents Ceorge Bush and Walter Mondale, then Secretary of State
Alexander Halg and UN Ambassador Jeanne Kirkpatrick.

To sum up, Senegal has a solid political, infrastructure and intellectual
heritage, though this heritage rests on a weak, unstable economlc base.
Senegal's influence as a nonaligued countcy extends well beyond its borders,

and becasue of 1its mature, centrist posture, and its quiet but effective role

in international affairs, it is held in esteem by many less developed
countries, Western Europe and the United States.



" ANNEX 1

ECPR reporting cable wag sent Limited 0fficial Use and is not therefore
included in this document. Reference is Statg 370281 (1985).
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OF THE INTEENAL DISTRIBUTION OF IMPORTED RIZE WITH THE
ELIMINATION OF THE CURRENT SYSTEM OF DESIZNATFED “HOLFSALERS .
BY JULY 1885; (B) ANNOUNCEMENT BEFORE END FERRUARY .2/“
1566, THAT BEGINNING IN JULY 1925, SENEGAL WILL PROGRES~

SIVILY PRIVATIZE RICT IMPORT OPERATIONS; () REPAYMENT

BY THEZ CPSP TO THZ TREASURY OF A CUMMULATIVE TOTAL OF

CF¥AT 19 BILLION FOR FY 16683/85 IN THI FOREM JF CUSTAMS

DUGTIZS ON IMPORTZEC RICE AND COLLEICTION OF 5FAf 432 4ILLION

OWZD ON CREDIT SALIS 37FORE JULT 1985; (D) BITQ3T JULT

1688 TZZ RELAIL PRICE OF _RICE WILL RIFLECT THZ 2TFIONAL

CCSTS OF TRANSPORT; (=) IZSTASLISEMINT JF A MECHANISM FOE

MANAGING & SECURITT STOC; BEFORE JOLY 1986 AND 4 r"Jr.ms—

PONDING REDJCTION IN THZ PZRSONNEL OF THX PSP 4ANT (7}

FINAL AZCONCILIATION OF CPS2°S ACCOUNTS BIFJIRI APIIL 19%5.

(9]

¢. WITH AESPECT TQ TZZ 2YASING-QJT OF C252, IEE SONDI-
TIONS PRECEDENT ARZ: (4) GOS ZLIMINATION OF ELJALIZATION
ON FROUNDNUTS AMD ON IMPORTID VESETABLEZ CIL AVD (3} GOs
AUTHORIZATION 7O/ JIL CRUSZING FIAMS TO SIT TET DOMESTIZ
SALZS PRICE OF TZGETA3LE OIL IN RELATION TQ PRIZE FLIC-
TUATIONS IN INTERNATIONAL MARI{EZTS AND LOCAL MARTET CONTI-
TIONS . CONSTQUENTLY, TEI JIL CRUSEING FIRMS AXZ LIAZLT
FOR PATMENT OF CUSTOW: DUTIZS AND/OR TAXSS CON IMPOAT=E
VEGEZTASLE OIL AND ON GROUNDNUT OIL TXPORTS. TET CQVENANTS
ARE: (A) SSTABLISEMENT OF A PLAN TC2 PHASINZ-2UT FILED
PRODUCER PRICEZS FOR ZXPORAT CROPS IO 33 RIFLACED 37 4
FLEXI3LEZ FLOOR PRICE. TEZ PLAN ¥ILL 38 ZOMPLETRL BY
DECEMEER 19::. E} A STUDY WILL 3% COMPLITED BITORE
“VCVM ZR 1S22S5 ON TEE pTASLBILL'TW QF BEPLAZING THE BRIZZ
IZATIOV STSTEM 3T FLEXI3LI USET OF FISCAL IHSTRAUMENT
(C‘ PRICE E“UATIZATION ON [MPORTED RICZ WILL 3E 3"“3"1\.01'3'1
57 A SPECIAL TAX TEAT ¥ILL 33T PSRIQUICALLY &DJUSTID 3EFIN-
NING I¥ JUTYT 1985; (D) A D:T\LLZD STTDY OF THI ZZ0DJCTION
CI5TS OF ACEC~INDUSTRIES SUBRIDIZED 23¥ 73T 20§ TIRMTa:E
TEX CPSP WILL BZ COMPFLETZID 70R IND DICEMESE 1333 AND (X
TEZ COIL CAUSZING FIBMS WILL 2Z LIA3LE FOR TZZ TIMELI PAT-
MINT OF TAZES AND CUSTCMS DUTIZS ON IMPORTED VEGITARLZ
CIL AND SXPOATED GROUNDNUT CIL.

133

P
" ‘\/

. ITE RESPECT TO TETZ RZFOBM JF TSI AGRI-INDUSTRIAL
SZICTORZ, THZ CP’S A&I: (&) THE 308 OFFICIALLY COMMITS
ITSELY TC ALLOWING THE OIL SEOSHING FIAMS T3 MAYI TEZIR
OWN DZCISIONS RZCGARDING ADJJSTMENT MEASJEIS RISTIRED 10
AZSPOND TO JORLD PRICT ILUCTUATIONS LD DDWESTIC SUZPLY
CONDITIOMS (3.G. AEZDUCTION IN OVEA-CARACITY aND IN PEISON-
NEL) AMD (5} AGRC-INDISTRIZS (COTTON AND JOMESTIC 2ICE)

UNCLASSITIZD DAIAR L3533

BEST AVAILAELE DOCUMENT
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CREDIT FOR THE 1985/85 CROP YEAR. SONACOS WILL ALSO RE-

IMBURSZ ALL CROP CREDIT WITH RESPECT TO THX PJRCHASE OF

JRCU“UNJTS fO0R CRUSYING. IFQORE THS STCOND DISBURSTMENT
ZI2 WILL dA7% RSIMBURSED ALL CRDD SEEDIT ON PURCHASE

WILL REIMBURSE THE TOTALITY OF THEIR OUTSTANDIN3I CROP ;,

CF GR0TNDNUTS FO& CRUSSING RSLATED TO THI 1234/35 CROP
{ZAE. THI FCLLONING COTENANTS ARS APPLICABLI: (A) CIL
CRUSZING FIAMS WILL REIMBURSZ ALL OJTSTANDING CR0Z CEZDIT
ON TET STTD STOCK FOR 1684/S5 BEFORI IND MARCHE 13557 (B)
AFTER 1383, T3IERI #ILL BT NC DIRECT ST3SIDY FROM TEI 305
TO QIL CRUSEING FIAMS (fImH TES POSSISLE EXCEPTION OF

TSE SICURITY SZED STOCI); (C) T3Z 30S WILL RTIVIRE AN

AUDIT CF SONACOS® MANAGEMENT AND PSOCUCTION UMITS TO 2E
COMPLETED BT IND DECEMBZR 18£5; aND (0) THT OIL CRUSHING
FIRMS WILL D=VILOP A COST ZFTICIENT MIANS OF MaNAGING

A SECUBITY 3EED STOCT TO BE EFFSCPIVIE FOR _qv 1385/57
CROF 1EAR.

TEZ SZCTIONS TEAT FOLLOW DzAL WITE Ti:Z OVZRALL OBJil -
V=S OF TH:Z 3-IZAR RIFORM PnOCRl“ AND SPECIFIC CONDITION=-
ITY ¥C2 TH3 FIRST Y3AR. A TULL TEREE-T3AR PROGRAM OF
NDITIONALITY WaAS SUBMITTED TO THZ 530S DURING NEGOTIA-
TIONS AND I3 ATTACHID AS AN ANNEX TO TEZ PAAD. THT PRO-
GRAM IS BASICALLY THE SAME AS THEI ONE SUBMITTID aS PART
OF TEZ PAIP.

Al o~
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A. CTONCITIONALI?TY ON PRIVATISATION QJF IMPOATED ZICT SECTOR

e

7. TBZE QOVEZALL 0B3JZCTIVZS OF REFORM IN THZ SICTOR 2ZEBMAIN
UNCHEANGED JIT8 RESZECT TO THZ MATHRIX PRZS INTED TO TEZ

ZCPR: (1) JOMELEZTZ RIVATIZATION OF RICZ IMPORT QPERA-
TIONS WITH TEI ZXCI2TION JF 3 GOS S“C“EITL STOCY; (2)
GLIMINATION OF A ZIIED PRICE FOR RIZE 70 T¥ REDLACED 3¥

4 VAXIABLE CUSTOMS DUTY: (3) ]F?fCIZNT FUNSTIONING OF

A GOS SECURITY S7C63T;7 (4) ACZIZVEMENT OF TARGETS FOT Q“P“V
MZINT JF ABREARS ANT 0F TEZ UTUR7 TARGETS FOR TIMELY PAZ-
MENT OF CUSTIOMS DUTIZEE AND INTERNAL ”i(uu; AND {2) ZLIMINA-
TION OF CRCG3S-3U3SIDIZATION OF TRAMD?OR COSTS 2F RIGE.

IN DISCUSSIINS WITZ Tg® 305 AT TE3 TECINICAL LEVEL, JFFI-
CIALS MADT [HZ POINT THAT CCHDLETB DATVATIZATION WAS INITED
TEE FINAL O0BJZCTIVE BYT TEAT TRIS 3HOTLD T IMPLEMINTED
FRAZUALLY TO ZRHIVINT DLQRUP”IOND IN RICE SUPPLIZE T2 2Qu-
SUMZRS. TEEZ 305 IS ALS0 COMMITTILD 70 Mil NTAININ: AN OVZER-
ALL CUOTA ON RICIE IMPCRTS IJF 349,303 MT A3 4 MEAMS 37
PECMOTING A SEIXT IN CONSUMETTION 7ROM IMBIRTIED RIZZE
TCWARDS UCMESTICALLY 7RODUCZED CZREALS. 22IVATIZATION

[3 T0 3E PGRSUITD Z0TE TEROUGE INCRIASES IN 3MOUNTS 323

TO COMPETITE 3IDDING AND THIOUGH TEZ 3ALZ OF ALL 3C3 SEZARES
IN SONADIS {THEZ NATIONAL DISTRIBTTION TOMPINT' 4HICT WIlL
3% HANDLING, AT LZaST TOR & 2-78A TRANSITION 2TRIOD,

A 52,309 MT SZCUAITT STOCY PLUS 23,329 MT IC GUARANTEE
SUDPLT 4 TEEZ aSGIONS.

€. TEZ 2 J1ITH FESIEST TC TIZ IJIIMIURIZMEINT OF ARITAAS

IN CUSTOMS JUTIZS 2AS 333N MET aND EVEN IXCERDIT. ATZORYING
TG DaTy RICIIYS) FACY TET cPSD CFAF =.38% 3ILLIAN IR
DOLLARS 13.2 MILLION ZAVE ALRZADY 323I% PATD AN ADDI-

GACLAS 3TCTION 22 )T % DAYAZ 13337

39
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TIONAL PAYMENT OF CFAF 1.642 BILLION OR DOLLARS 2.7 MILLION
WILL BY MADE WITHIN THE NEXT WEE{ BRINGING THE TOTAL TO
CFAF 6.13 BILLION OR DOLLARS 15.9 MILLION. TES MISSION

IS REQUESTING WRITTEN CONFIRMATION FROM THE GOS CUSTOMS

AND TREASURY DEPARTMENTS THAT ABCVZ PAYTMENTS HAVZ IN FACT
BEZEN RECEIVED.

©. THZ CP DEALING WITH THZ PATMENT JF QUTDSTANDING 2XCz33
PROFITS 0W4a0 TO THEIZ ¢GOS TRIZASURY ZaS ALSO EZEN MET SLACE
IPTIMBER 3. AN ADDITIONAL PATMENT JF CFAF 1 BILLION

FAF QR DOLLASNS 2.2 MILLION IS EX’ECT 5 ON DECEMBER 3L
WHICH WwJULD BRING TEZ TOTAL TQ 1.3 BILLION. IT I3 IMPCR-
TANT TO MAINTAIN PRESSURIT ON THE uPS’ TEROUGHOUT TEI PIRICD
EEFORE RICE IMPORTS ARE PRIVATIZID (JUNT 158%; TO ENSTRS
THAT ALL EXPiCTZD R2EVINUZ IS PAID ON TIME TES MISSION

IS REGUESTING WRITTEN CCNFIRMATION FROM TE: 335 TRIASTRE

ON RICZIPT JF THESE PATMENTS.

OU)

45 TEIRD CP WITHZ RE SP“CT IO THET ZOLLEITION OF ATIZARS
22DIT SALES IS BEING MODIFIZED SLIZETLT TJ REFLECT
ULTIZS ANCOUNmVRmD BY TQE 3PS? IN THE COLLECTION
155. BY END OF DECESMBZER THE 2252 £ZP=3TS TO COLLECT
TAF 409 MILLION OR DOLLARS 1 .24 MILLIDN INSTZ&D OF CFAT
2g2 MILLION ORIGIN&LL’ PROJECTED. THET DIFFICILTIZES IN
COLLZCTION AREZ CAUSED 37: (1) TEZ LACY 0F rLu-OhoIV HEES
TAOM TRS COQURTS) (2) CPSP’S STATUS WEIZE DOES NCT PI22MIT
IT TO MAYS DIRECT SEIZURES JF 2ROPEZTT aAND (3) I8 LENGTE
0F TIME RIQUIAZD FOR T3X RESALE QOF PROPSREIT (MAINLY RE3I-
DENTIAL HOMES) NEICQ JAVE BZEN LzZGALLT TRANSFZHEIED TQ

TEEZ CPSP 70 COVIE ZAD LOANS OF AICE DEALEIRS WED HAVS

I.‘l re

ONCLAS SECTION 32 OF * DAZAPR 13839
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DECLARED BANKRUPTCY. THE MISSION IS REQUIRING WRITTEN
CONFIRMATION FROM THE PUBLIC AUDITOR ASSIGNED BY THE GOS

TO THE CPSP THAT SUMS HAVE ACTUALLY BZEN COLLECTED. ' ‘55]'

11. THE FIIST COVENANT UNDER RICE PRIVATIZATION HAS BEEN
MODIFIZD SLIGETLY IN THE NEZOTIATING PROCESS TO RSFLICT

A CCONCZRN FXPR=SSED BY THE MINISTER OF STATE, JEAN COLLIN.
TEZ QUOTA SYSTZIM FOR INTIZANAL RICEZ DISTRIBUITION WILL BE
ELIMINATED BEGINNING IN JOLY 19S5, HOT THT GOS RZISERVES

I3 RIGET TC DESIGNATE A SPICIFIC WXOLxZALZR TO DISTRIBOTE
HICZ IN THZI sVENT OF & SZVIRE RIC3 SEORT23I3 IN ANY ZIVEN
REGION. THEZ OTHEZR COVINANTS RIMAIN JINJHANGED. THE 30S
dAS ALZEADY ANNOUNCEZD THAT IT WILL GRADUALLY PRIVATICZE
RICE BIZGINNING IN JUNZ 155. THE CPSP HAS ZONTIZAMET ITS
INTZNTION OF DATING AT LEAST A CUMMULATED TOTAA OF CFAT

12 3ILLION Q3 DCLLARS 23 MILLION IMN CUSTOMS COTIZS ON

RIZZ TMPGRTS BEFQEZ THE 3IND OF JUNZ 1985. THE CF32 JTLL
ATTEZMPT TO JOLLZCT AN ADDITIONAL CTFAF 239 MILLION IN
ARRIAIAS ON CJRICIT SALIS 3EFORS IND JUNE 19335, 7TH= AETALL
PRICIZ QF RIZE WILL BE MODIFIED BY JULY 1985 TQ 2BFLECT
TRANSPORT COSTS TC THZ REGIONS. A MECTANISM FOB MAMNAGING
T2ZZ G0S SECURITY/RIGULATING STOCY WILL 3T FUNCTIONAL
BEZFORE JULT 1988. A HEDUGCTION IN TEE STAFT Q7 TEE {pS?
WITL 3% MADE IN RES20ONSE TO TEZ PRIVATIZATION AND TTANSFER
Cr RICT IMPORT OPEBRATIONS. TER FINAL ZECOMIILIATION OF
TZE ACCOUNTS OF TEE (PSP WILL 3E COMPLETID BEIFOGSE 4PRIL
1965, THUS FACILITATING THE LEGAL/FINANCIAL P20CZSS JF
TAZING THE IMPORTED RICX AND GROUNDMUT 3ZCTORS COT OF

THEZ $25F.

[3¥]

CONDITIONALITI ON THI PHASING-CUT OF PRICT IQUALIZATION

TEZ GENZRAL OBJZCTIVES OF REFORM IN THIS ARZA ARE
SAMI AS THOST IN PHZ MATRIZ: (1) JRITIZAL ERVITW
TZZ TCONOMIC IMPACT OF 2RICT ENONALIZATION O STATED
ICTITIS CF AZIVINUS STABLIZATION TO 2RODUCIRS AND PRICT
BILIZATION FCH CONSUMEERS: (2) GRADUAZ 23A3z-2(0T OF
FIXED PRICE STIST™EM FOR ZXPORT PRODJCER PRICZS {COTTON,
GRGUNDMUTS) AND CCNSUMER PRICIS 70% VIGZTABLE JIT., SUZAZ
AND WHZAT FLOUR; (3) REPLACZMENT JF PRICE Z3UALIZATION
BY TALES; (&) RINZGOTIATION JF ZXISTING CONTHACTS 2387422N
TIE GOS AND MONOEBOLT AGRC~INDUSTRITS AND (3) TIVILOPMENT
0F A TIME TASLE 708 REDUCING ADMINISTRATIVT PSOTIZITION
AND FINANCIAL SUPPORT TO AGEO-INDUSTRIZS. THIRI WELT
NO MAJOR PRC3LIMS IN THE NIGOTIATIONS IN TII3 ASEaA WITE
TEEZ Z{CZFTION OF OQUR PHCPOSED COTINANT FOR TET TLIMINATION
0F MONCPCLT PCRCHASING RIJHTS FOR IROINDMUT INDUSTRIES
DURING THZ TIAST YEAR. THIS POINT IS JBVZLIPID IN 3OME
DETAIL IN TSZ SECTION ON RESPONSET3 P05 iSSTIS RAIZED AT
THEE PROJECT COMMITTET [S3T TS MEITTNG (¢ .
TEZ FINANCEZ MINISTRT IIPRIESSED RASTICENCE 4IT7H THZ REJUEST
TOR SLIMINATION OF PRICE SQUATIZATION JN IMPORTED TEGITABLT
QIL AT A TIME WEZIN TEIS EO0ALIZATION I3 3ENERATING IEVENUES
FOR T3 305 3UT THE Ba3SIDENCT RUTED IN TATOR QF SLIMINA-
TING [7.

ls] e
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13. THUS, TH3 FIAST CP ON THE ILIMINATION OF 23ICE 3QT7ALI-
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ZATION ON EXPORTED GROUNDNUTS AND DOMESTICALLY CONSUMED

IMPORTED VEGETABLE OIL HAS BEEN RESPECTED AND A LETTER

TO THiIS EFFECT IS BEING CIRCULATED BY TEE MINISTER OF

STATE, SECRETARY-GENERAL OF THE PRESIDENCY. THE MISSION }6?;
BELISVES THAT IT IS NOT NSCESSARY TO REQUIRS FURTHER PROOF = W/
0F IMPLEMZNTATION.

12, TE% SECOND C? WAS RIINTORCED 27 THX MINISTZR OF o
FINANCI %50 FZLT 04AT TEE CONDITION ¥WAS ON2-SIDED IN FAVOR |
OF TEX OIL ZRUSEING FIRMS WHICH EATZE ASTED TO READJIST
TETIR PAICES WITHOUT AGRIEING TO PAY TaXs3 AND DUTIES Od
IMPORTSD TIGITASLE OIL AND 4I°0RT53 GRCUNDNOT QIL. THZ 3% ND
cr T-:H"?OR; NOW SEADS TBE OIL CWJISZING FIAMS ASE AT :
LISZRTY TOQ ADJUST T"E CONSUMER PRIZES FOR COQXING OIL

IN RELATION TO PQRICE CHANGIS IN T9= WORLD MARIZIT AND TO
DOMESTIC MARRET CONDITTONS THE PRSCEDURT TO BE USEL

IS TEAT TYS OIT MILLS WILL NCTITY TEEZ G305 ON FRAICE CHANGSS
AND WAIT & JQRTQIN STRIOD OF TIME TOR APPROVAL 2R DIsAP-
PROVAL. A Z3ZQUEST 70K 4 ASDUCTION IN THE PAICY OF V333~
TABLZ OIL QF Cri_ 53/LITRE MADI 37 TES QIL MILLERS HAS

S5EEN AZPROVEZ AND A PJIBLIC ANNQTNCEMENT IS EXFEITIED
SA0ATLY. THZ QIL MILLERS ARZ ALSC SUBJEST TO PAIMENT

QF ALL TAZES AND DUTIES OM TEZIR IMPORT AVD EZIPOAT JPERA-
TIONS. EE MISSION HAS RECEIVED WRITTEN CINFIZMATION

TO THIS LPFICT FROM TEZ DDESTDdNCY HRISE WE LO0CTPT AS
EVIDENCE THAT THZ CP JAS BEEN MET. SJBS SOUENT AND TIMELY
PAYMENT OF JUSTGOMS DNTISS AdD TALZS 3T THIZ OIL MILLERS

Z4S 3E=N ADDED AS A COVINANT TQ TEHZ FIRST TZAZ.

LZ. ACREZEMENT HAS BEEZN RZACHZID ON TEZ COVESNANTS FOR 1T

ONCLAZ S=CTION 25 QF * DATAR 12539
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FIRST YEAR #ITH NO MODIFICATION, AT THE TECHNICAL LEVEL

IN THE PRESIDENCY THERE IS CONSIDERABLE SUPPORT FOR THE
TOTAL ELIMINATION OF PRICE EQUALIZATION QOVER TIME. A f},
PLAN ¥FOR PHASING-OUT FIXSD PRODJCER PRICES JF EXPORT CROPS
TC BE REPLACED BY & FLEXIBLE FLOOR PRIZE MECHANISM IS

TO BE ESTABLISHED BY DAECSMBZR 1385, THE PJOSSIBILITI 07
REPLACING PRICEZ EQUALIZATION 3T A TAXATION S7ST24 ¥ILL

BZ STUDIZD AND CONCLUSICNS CIRCULATSD fOR DIZCIMEZR 13335.
RICEZ EQTALIZATION IS TO BE REPLACED BY A TiX TO 3% PERIODI-
CALLY ADJUSTSD BIGINNING IN JULT 1985. A DSTAILID AZVIIV
0F PRODUCTION COSTS OF AGRO-INDUSTRIZS SUBSIDIZID 3T THE
CPS? WILL 3% COMPLZITID 3T END DECEM3ZIR 152%.

C. CONDITICNALITY ON REFORM OF AZRCG-INDUSTRY

16. TH3 GSNERAL QBJECTIVIS OF TEZ RIFOAM HaAVI 5EIM

ACCI?TED BY TEE G0S aAND ARE A5 FOLLOWS: (1) RIINFORCE-

MENT QF TEZ GROUNDNUT SECTOR REFORMS ANNOINIED 3Y PIESIDENT
DIOUF IN APRIL 1SE5; (2) ADJUSTMENT QF OIL CRUSEING FIRMS
COSTS AND CRUSZING CAPACITY TO THEZ RZALITIES OF DOMESTIC
AND WORLD DETSLOPMENTS IN TEIS SECTOR; (3) RETUCTION I

GOS SUPPOST FOR AGZ0-INDUSTRIZS AS A MEANS FQ2 PROVIDING

A MOREZ BALANCID TRADE-OFF BITWEEN EZX20RT CRIPS iND FOOD
CROPS AND (%) TO 3ZNSURZ TEAT AGRO-INDUSTEIZS D0 NOT iD-
JUST TO Tis ELIMINATION OF GOS SUBSIDIZS 5Y ASUMOLTING
ARRZAZS ON TEZ REIMBURSEMENT OF CROP CRAZTIT TO THET 54NIING
SICTOE. AN IMPORTANT STSP ZAS 23ZEN MADE TOWalDS PLACING
TEZ CECP CREDIT SYSTZY ON A COMMERCIAL BASIS ¥OF T3T CIR-
RENT MARZZTING STASON. THE OIL MILLERS 4RT NOW RICUTRED

TC CUARANTIE THEZIR OWN 23202 C3BDIT VIS & 7IS TUZ B4 W"ING
SICTCE AS T3 GOS FAS RZFUSZID TI PROVIDZ ITS GU4RANTE

AS IT 2AS DCONZI IN TEZ PAST THO BANES 12P5:3 Q“LU"TANW

TO LIND ON THIS NI¥ 2ASIS BCT MOST RZCENT IV“”PV.TIO“

IND

oy e

ICAT=ES THAT SLF“ICIJVT TINANCINT IS 4AVAIL23LE.
17, THE FIRST CP REGARIING OIL CRUSHING FIIMS’ RIGHT

TQ ADJUST TO MAINTAIN PROFITAZILIT™T IN T53 ?A:E AT FLIC-
TUATING PICDUCTION AND WORLD PRICES IAS 3% ACCEPTE

AND WAS ABITERATED IN A LETTER SINT TO THE ﬂISSION 37

TZ3 MINISTS: OF STATE, J?AN COLLIN. TWO-3IUNDRED P2EJPLE
2AVE 3zzZN LAYED-OFF 3UT TRIRZ IS STILL FGVaIDh”1"L4 DIABATE
COICJAVTNG YEICH OF TES *OJ? SEISTINZ IRUSAING TACILITIZS
4ILL 3% CLOSED. FOR TEZ TIME BTING TF“ DIJQUR3EL DPLANT.
RIPRISZNTING 200,339 MT OF CRUSIING CAPACITY IS NOT OPEi-

BEZ SZCOND CP DEALING ¥ITH THE 23ZIMBURSEMENT OF 20T-
NG CROP CREDIT FOR 1384/83 JROF TEAR IS CAUSING

TAIN AMQUNT OF DITHIUULTIES SEILE ALL ZRCP CFEDIT
LIZbD TO PURCELSE DOMESTICALLY PRODUCED RTC AND CQ7T0V
NOW >5mEM REIMBU3SID, T&de STILL REMAINS A SUSSTANTIAL
AMOUNT QUTSTIANDING WITE RESPICT TO THT PURCEAST OF IR0iND-
NUTS 7OR CRISHING. ACCORDING TG THE MJIST R3C ZNT ‘IJURSS
ATAILAZLE TE0M TEZ SEINTRAL BANT, 3ONACOS JUTRRINTLY A3
C¥AF 3.x BILLICN OR DOLLAES 14 MILLION TC A3 IWBU“Q“ AND
SE13 345 CFAY 1.9 ZILLICN OB DOLLARS 2.5 YILLION TQ RSIv-
5UAS8. THI RIASON FOR THI DILAT ZENTIRS AROUND TWO POINTS:

3
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(1) SONACOS IS CURRENTLY IN TEE PROCESS OF MERGING WITH
SEIB AS A MEANS OF STAVING OFF BANKRUPTCY FOR SEIB;
HOWEVER, AT TiHs TIME THE CROP CREDIT WAS DRAWN SEIB WAS

F0R ITS CREDIT REPATMENTS AND (2) TEIS IS THE LAST YEAR
IN WEICZ THZ GOS WILL BE SUBSIDIZING OIL CROUSEING FIRMS
AND THUS SONACOS IN PARTICULAR I3 ATTEMPTINZ TO EXTRACT
PEIT MAYXIMUM AMOUNT POSSIBLT FROM TEZ 390S. NO AGREIMEINT
FAS Y37 B3ZEN RZACHZD ON THE NET AMOUNTS TJ BE PAID BY
THZ 30S. FIGURIS RANGE FROM A LOW QF JFAF 5.3 3ILLION
0% DOLLAERS 13.8 MILLION T0 A GI33 GF CFAF S.4 BILLION
C% DOLLARS 21.3 MILLION.

AN INTEPINDENT ENTITY AND THEREFORE ENTYIRELY RESPONSIBLE 4g ‘

1. DEZ TO THZ COMPLIXITY CF TEE SITUATION, THZ MISSION
IS RISCOMMINDING TWO SITPARATE CP’S. OQNE WHIZE WOTLD RILATE
TC THEZ INITIAL DISEURSEMENT OF DOLLARS 1@.J7 MILLION AXD
ONE TO T9Z S5zCOND DIS3URSEMENT OF DOLLARS 3.7 MILLION.
SONACQS MUST XZIMBURSEI TEE TOTALITY OF ITS CAPITAL PLIS
INTZRIST ON ITS PUGRCEASES OF GROUNDNCOTS #OR CRUSEING PRIOR
TGO ZIEST DISZURSEMZNT OF DOLLARS 19 MILLION. PRIOR TO

TEZ SECOND DISSURSZMENT OF DOLLARS 5 MILLION THE SETIB

WILL 3AVZI RIIMBURSED THE TOTALITY OF ITS CARITAL PLUS
INTZREST ON 2URCHASZS OF ZROUNDNUTS FOR CRUSHING. A4S
ZVIDENCE THAT CP’S HAVI 3E3IN M2T, TS5E MISSION WILL BE
SZQUIAING, AS IT DID LAST YZA2, WRITTEN CONTIAMATION F3oM
TEZ CINTRAL BANZ THAT PATMINTS IATI EFTECTIVELY SFEN MADE.

24. WITHE RASPSCT TO COVENANTS THI FINANCI MINISTER 3%~
QUZ3TZD TYAT THE CONDITION REZQUISING SONACOS TO INTRO-
DUC= COST ACCOUNTING BY JUNZ 1925 33 REPLACED 37 4 CONDI-
TION ZZQUIRING THAT AN AUDIT 3% ONDERTAZEN TO DETEAMINE

'§)
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THE EFFICIENCY OF EACH PROCESSING AND MANAZEMENT UNIT.
DUE TO THE COMPLEXITY OF THE TA3X OF AJDITING SONACOS,
THE DEADLINE WAS GIVEN AS END OF DECIMBER 1985. SINCE
THE GOS IS 4 MAJOR SEZAREROLDER IN SCY¥AZ0S, IT IS IN A
STRONG POSITION TO REJUIRE AN AJDIT. TIE OTEER COVENANTS
REMAIN UNCEANGED. AFTER 1953 THIRZ YILL 33 N9 MORE DI2ICT

GCS SUESIDY TQ OIL CRGSHING FIAMS (¥IT3 THI POSSIBLEI ZXLIp-

TION OF A MODZIST SU3SIDYT TO COVEE SCvZ OF TIE COSTS IF
MAINTAINING A4 GROUNDNUT SZZD SBIGAITY STOCY). IN TEX
SPRING, TOTAL CROP CREDIT DUE ON THZ SEED STOCZ WILL 383
RZIM3URSED; AYTZR ¥EICa, THE STCONT TRANCEE WItl 33 DIS-
EURSZD. OIL CAUSEING FIAMS WILL DEYILCP & CCST EZITICIZNT
MEANS OF MANAGING A SECORITY SZED 571C{ FOR T3Z 1623

CAQF TIZAR.

—
[N}
]
23]

D. CONDITIJNALfTY ON USZ Q7 CREDIT T3] FIRTIL

21. ALTHOUGE AGRICULTURAL INFUT 2RIIING AND DISTRIOTION
SONDITIONALITY WILL 3E COVERED PRIMAZILY IN TEFR AGRICTL-
TURAL PRODUCTION SUPPORT PROJECT fAF3) TIT MISSION FTOUND
IT ZSSEINTIAL TO PROTIDE FOR A CP A4S 83T IF THIS ISF IRANT
IN ORDER TO ZENSUREI THAT, TEEZ FERTILIIZR SURSIDY BEING

PEOVIDED FROM TITLE III AND TITLE I “ONIZ3 FOm THIS INITIAL

Y=AR, IS NOT USED TO FINANCEI C23DIT IALES YHIZI IN 3IENEGAL
AVE BEEN CEARACTIERITED BY A MEDISCET iZIMEURSIMENT R3ICOED.
THZ G0S HAS CONCURRED WITE TEIS CP 44D THZ MISSION HA3
RECEIVZD WRITTEN CONFIEMATION IN 25X #0R’M 27 A LETTER

FROM TEE RAURAL DEVELOPMINT MINISTZY 70 THI MINISTRY 9T
FLAN AND COOPERATION THAT NO STATE C3IIDIT 2R0GRAM TCR
FIRTILIZZR SALES WILL BE ESTARLISIEC OJTSIDE CF WUAT
ALRZADT BXISTS THRCUGE TEI RIRGIQONALL TIVILIPMENT AZEINSITS.
TEZ MISSION IS SATISFIZED WITH TIIS ZTIOEZNCI 4D THZRIFORS
DOES NOT INTEIND TO SZEZ ADDITIONAZ 235TEANCIS TROM TEZ

GOS ON TEIS POINT.

2

n3

=)

5. TIMING OF DISBURSEMENTS AND ESLATIONSEIP TQ TSI IMF
STANDEY

2. TEI MISSION EAS EMPEASIZED IN NIZOTIATIONS ¥ITT TuZ
GQS THAT THIS 3-TEAR ISF PRCGEAM I3 :IMED 4T STROCTTRAL
ADJUSTMENT AND TSERIFORE MUST 3E DECIJPLED #3904 TEE DEAD-
LINES AND TARGETS ESTAZLISTIZTL ONDIR IAF 2Z0GRAMS. DIS?ITE
ADVANCZ WARNING TC TEIS AFREICT WEICE WAS GITIN IN T7%

FORM OF AN AIDZ-MEMOIRZ SINT Y MI3S:IN DIRECTOT

LITTLEFIILD TO FINANCTZ MINIST3R TOTIZ IN DECIMREZ 1924
(SEZ PAAD FOR 585-2287 ANNZX C) TZZ 105 das STRESSEID Tiz
URGENCY OF I53 FIAST DIS3UASIMENT UKHIZR 3IST L7 DUT 70O
THE CRITICAL GOVIEMMENT LIQUIDITY SITTATION WEITS MAY

JEOPARDIZE SZNEGAL'S FINANCIAL PRTGE:M WITZ TTI [MF.
SEPTEL FOLLOWS GIVING SUMMARY OF FINTINGE JDF -ATZST [MF
STAFT VISIT. AT TEIS TIME, TEZ MISSION IS SATISFITD T4aT
TEZ GOS IS MA{ING SATISTACTORY PROGZI35 IN IMPLIMENTING
THE CONDITIQNALITY AS APPROV3ID BT T=I TC28 JN NOVIMAEZ
27.

23, TEZ MISSION’S A5

ILITT TO MAINTAIY PRIS3URI ON TEZ
GOS TOR CONTINUZD REFORM I K

.
S ENEANCET 37 THI FaCT 7T3:7
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THE FULL DOLLARS 15 MILLION IN ESF WILL NOT BE DISBURSED
IN ONE TRANCHE. WE HAVE REFLECTED THIS TRANCHING IN CP’S

VITH RESPECT T0 THE REIMBURSEMENT OF OUTSTANDING CROP -
CREDIT. 1IN ORDER TO AVOID THE TYPES OF PRESSURES WHICH §1A
USAID HAS EXPERIENCED REGARDING T3S TIMING OF DISIURSEMENTS
UNDER THE ESF FOR THIS TEAR, WE INTEND TO PUT IN WRITING

EARLY IN TEEZ NZGOTIATING PERIOD FOR A STBSEZQUENT IMF STAND-

BI (3.G. JUNS OR JULY 1985) TEAT ESF SRANTS S200LD NOT

APPEAR IN T3E IMF TABLE ON GOVIRNMENT FINANCIAL OPERATIONS

IN ANY SPICIFIC TIME FRAME SINCEZ DISBURSEMENTS ARS DEPEN-
DENT ON PROGRESS WITH RISPECT TC REFORMS AND A7AILABILITY

OF FUNDS. |

¥. ZSPONSZS TQ CONCIZRNS RAISED AT ISSUES MIZTING AND
TE3Z =LPX :

24. AN ISSUS INVOLVED ECQONOMIC CRITERIA TO BE UTILIZED

TO MAZEZ REZCOMMENDATIONS TO THZ PRESIDENT REGAUDING 4 FLOOR
PRICT FOR CERZALS. CONDITIONALITY IN THIS ARZIA TA3 BEZEx
TRANSFERRED ENTIRELY TO THE PL-453 TITLZ I PROGRAM WEICE
WAS SIGNED 27 T3z T.S. AMBASSADOR AND THXZ 3OS MIMNISTER

QF FINANCE ON DIZC=MBER 17, 13985. IN A& SSPARATE IMPLEMEN-
TATION LETTSZR 4EICE WAS SIGNED AT THE SAME TIME AS THE
TITLE I AGEIZMENT, TEZ GOS AEPROTED THE CREATION OF 4
WCRYING GROUP COMPCSED QF REPRISEINTATIVZES FROM THZ 2(0BLIC
AND PRIVATE SECTOS TO ESTASLIST i MECAANISM FOR SUPPORTINZ
FLOOR PRICZS rOR CETRIALS AND TO AECOMMEIND TET LIVIL OF
FLOOE PRICES BASED ON ZCONOMIC CRITERTA FOR TACE CROP

TTAR 3EGINNING IN 1385/87. AN AUDIT WILL 1LSO 3E TNDER-
TAZIN OF TEIS TZAR'S GOS PURCHASZS OF IERZALS TD SUPPORT
TSE CXAF 79/%G FLOOR 2RICE. ONE JF THE FIRST TASYS OF

JNCLAS SZCTION 25 OF -* DAXAR 135832
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THE WORKING GROUP WILL BE TO DETERMINE THE CRITERIA FOR
SETTING THE FLOOR PRICE. USAID INTENDS TO TAXE A MAJOR
"ROLE IN THE DELIBERATIONS OF THIS WORTING GROUP.

25. ANOTHER ISSUE RAISED RELATES TO PROVISION FOR A COQ7E-
NANT DURING THEE FIARST TEAR OF T4Z MJLTI-YEAR PROGRAM
STIPULATING TEAT TEZZ 530S WOULD ELIMINATE THE MONOPOLY
PURCIASING POWER OF TEX CROUNDNTIT PROCESSING INDUSTRY.
THZ MISSION HAS BEEN UNASBLE TO OBTAIN 30S CONCURRENCE.

ON TSIS FOR TEI FIRST TBAR; ALTICUGH, W3 WILL BEY SIEXING
AGRIZMINT IN TEZ CONTIZXT OF FUTTRE TEARS OF THIS MULTI-
IZAR PROGHAM. A NUMBER OF JUSTITICATIONS FJR TTI3 POSI-
TION WZRZ PROVIDED BY TEZ GCS. FIRST, ALTHQOUGE LIBIRALI-
ZATION OF GHCUNDNTT MARIITING RIMAINS ONE OF THE ABJIZC-
TITES 0F GRJUNDNOT SZCTCR RAETORMS, THI INTRIDUCTION 2F
SUCE A MEASJRE MUST BE DONE PRODEZNTLY IN JRDER T0 ATOID

A GINZRALIZID COLLAPST OF THE GROUNDNUT PROCESSING
INDUSTRY . TalIS TOMING YZAR TIZ GOS WILL EE ELIMINATING

ALL DIRECT SU3SINIZS A#RICE WILL REQUIRE SIZNIFIZANT aDHJIST-

MENT FROM THZ INDUSTRY PARTICULARALT IN VIEW OF MEDIOCIE
ZSTIMATES FOR THIS YIAR'S GROUNDNJT CRO®. OIL CRUSIING
FIAMS A2 EXPRCTING TO PORCHASE & MAIIMUM OF 39%2,30% MT
- 322,064 MT TQ 3E COMPARED WITH 4 COURAINT TOTAL TRIT-
RATING CAPACITY QF 703,302 MT. SECOND, THE 30S 3SSLIZVES
TEAT AT L3AST ONZ YZAR OF THZ MAINTENANCT OF SCNAC3IS”

PURCEASING RICGHTS ARE JUSTIFIEZD ON THZ GROUNDS THA™ THE

¢GOS REQUIRED SQNACOS TO MERGE WITH STIS WEIZHE IS Id TLTSIME

FINANCIAL DIFFICULTY AND IS CARRYING & SECRT-TERM DIBT
ESTIMATED TO BE CFAF 10.3 BILLION OR DOLLAZS 25 MILLION.
THT FINAL ARGUMENT IS TEAT WHILE SONACOS ENJOYS MONCPOLY
PURCHASING RIGATS ON PAPZR, DE FACTO THZI SITUATION IS
DITFYIRSNT AND FARMERS DO EAVE A NOMBER OF ALTTRNATITES
FOR DISPOSING Or T3IZIR GROUNTDNJUTS. THEZ PARALLEL MazLsm
AN 38 EATASMELT ACTIVE AND FARMERS VAT SILL FOR ARTISTNAL
SUSHING OR DIRICT CONSUMPTICN. RICENT FIGURZS PRIPAZED
£ A T2AM Of FRINCH AGRICOLTURAL SCONOMISTS ESTIMATT THAT
TEX PARALLEL MARKET HAS ACCOUNTED TOR BETWEEN S PERCINT
AND 33 PERCENT OF TOTAL PEODUCTION. THE P2IMARY ZXPLA-~
NATORY VARIAZLE A22EARS TO 3E TSZ RELATIVE COMPITITIVICY
G THZ OFFICIAL PRODUCEZR 23IC3.

bic Grd

26. THE ISSUE COWCIRNING THZ USE QF COTEMANTS FOR T8I
FIRST TzAR AS C2°S TO THE SEZCOND 73ZAR wAS ALSO BAISED
DURING TEEZ #ASEINGTON RIVIZW OF THS PAIP, TIT 4ISSION
BAS PRISENTZD A THREE YEZAR PLAN T0R CONDITIONALITY T2

Tdz G0S; ALTIOQUGE, FORMAL REVIEY JAS RESTRICTED TO T43
CBJZCTITIS OF A3FORM AND THI FIRST TZaR. THZ PRINCIZL?
INCCRPORATID IN TEZ CCNDITIONALITY IS THEAT TEZ J2JECTITIS
TQ 3% QBTAINED WITE FIAST TZAI COVENANTS 31RZ DIPIRASED

AS C2°S FOR THZ POLLOWING YZAR'S DISBURISITMENT. NIVERTS2-
LES3, TS MISSION PRIFIRINCE IS TD MAINTAIN 4 SERTALYN
AMOUNT OF FLEXISILITY AS CONDITIONS MAY CEANGE IIGNIFI-
CANTLY FR0OM ONZ TZaR T0O THI NEXT. T9% MISSION INTSNDS

TO JSZ CP°S TO DIS3ITRSEMENT 45 A YIANS OF MAINTAININI
REAL PR3SSURZ ON TEZ 30S FOR RATFOEM. WEIRZ 2ATFIRMS ART
IMPLEMZNTED AEZAD 0F SCE3DULE, C©®’5 SECULD BE MCDIFITD

TO REFLECT THIS PROGRISS AND TO LPSLY PRISSURT FOR ADDI-

ONCLAS SEZCTICN J5 OF = DAIAZ 13333
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TIONAL POLICY CHANGE. SIMILARLY, WHEN THE REFORM PROCESS
IS OBSTRUCTED BY CERTAIN UNFORSEEN DIFFICULTIES, THE CP’S ”
SHOULD BE REASSESSED AND/OR MAINTAINED BASED ON THE

MISSION’S BEST JUDGMENT AT THE TIME.

G. MISSION ZCONOMIC ANALYSIS CAPACITY

7. THIZ MISSION R2ZCOGNIZZS THE IMPORTANCE OF REINFORCING
ITS ZCONOMIC ANALITICAL CAPACITY IN ORDER TO SUSTAIN IT3
COMPREEHEZNSIVZ APPROACE TO ECONOMIC POLICY REFORM. MISSION -
DIRZCTOR LITTLEFI3ILD IS CORRENTLY DISCISSING TIZ MISSIOQN’S
MANAGZMENT PLAN WITE DAA RICEARDS. LO0TAL CAPACITY ZaS

BIZsN RIINFORCZD TEROUGTI THI HIRING OF A SENEGALZSE ECONO-
METRICLAN.

i. USZ QF FUNDS

22. THZ DOLLAR SIDSE IS TO BE USED TO SUPPORT THEZ 40§

IN IMPLEMENTING MEDIUM~-TZRM STRJCTORAL RIFQBMS NEEDED

TO REDRESS THZ ICONOMY AND IMPROVE SENEGAL’S LONG-TZRM
GR0WTH POTENTIAL. THZ DOLLARS 13 MILLION PROGRAM GRANT
¥ILL B3 TRANCHED INTO TWO DISBURSIMENTS - aN INITIAL
DOLLARS 14 MILLION =X2ECTED TO BZ DISBURSEZD AS SOOM AS
CP’s dAVE BEEN MET AND A SUBSEQUENT TRANCHE OF DOLLARS

S MILLION FQR DISSUBSIMENT SOMETIME DURING TEI FIRST 0R
ZCOND QUARTERS OF CT 25 AS THEZ CP TC SZCOND DISBURSEMENT
5

S
I5 M7

te.

n

2 UPON RECZIPT OF THE DOLLAR FUNDS, THE BCrFAO WILL -
DZPCSIT AN ZQUIVALENT AMOUNT OF LOCAL CURRENCTY LN & SPECIAL.

tx

UNCLAS SEZCTICN @5 OF * DATAR 13630
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ACCOUNT. FUNDS WILL BE RELEASED UPON THE MUTUAL CONSENT
OF 'THE USAID MISSION DIRECTOR AND THE GOS. THUS, THERE
IS A CLEAR DISTINCTION BETWFEN THE DOLLAR SUPPORT PROVIDED
BY THE U.S5.3. AND THE LOCAL CURRENCY WHICH IS TO BE PUT

UP BY THE GOS. A CGVENANT IS BEING INCLUDED IN T3E JRANT
AGREEMEINT TO ENSURE TEAT 30S PROVIDIS AN EQUITALENT AMOUNT
OF LOCAL CURR2ZNCY. TO THE MAXIMUM TITENT POSSIBLE, CPAF
USE WILL SUPPORT ARZAS OF CONDITIONALITY LINTED TO TEE
NON-PECJECT ASSISTANCZI PROGHAM AND TO SUPPORT IVSTITUTICQNS
DIRECTLY RESPONSIBLE FOR ENSURING TEAT APPRCPRIATE POLICY
DEICISIONS ARZ IMPLEMENTZED. ILLJISTRATIVYE US2S INCLIDZI:

(4) STUPPORT FOR WITEDRAWAL OF GROUNDNUTS AND UZZETARLE

QIL FROM THZ CPSP. THIS SUPPORY WILL TNABLE TRE 0BS?

TQ RECONCILE ITS ACCOUNTS AND WITHLRAY 7101 THZI 3SECTOR;
(E) PROVISION JF LIQUIDITY TO T3Z BANCING SECTCR ¥52 §SZ
I[N PROVIDINZ CREDIT T3 PRODUCTIQN-EZLATED 3NTZRPRISES

IN TSE PRIVATI S=CTOR; (C) PAYMENT 0¥ GCS FINANCIAL OBLI-
GATIONS TO THZ PRIVATZ SECTOR TO STIMJILATE ECONOMIC ACTI-
VITY AND (D) SUPPOS8T FOR SIPINDITURES OF RADAS TO I0ViZ
PUBLIC SERVICE FUNCTICNS SUCE AS 3XTENSION AND PLANNING. .

31. MISSION 3ELIZVIS THAT W% 3AVE COMPLIZD TFULLY YITE

THT INSTROCTIONS QOF THE ZCPR. TEZ 30S ZAS ASS2INDED
POSITIVELY JON THZ GEZINZRAL OBJZCTIVIS JF REFORM AND TEZ
FIRST T2AR CONDITIONALITYT. TIMPLIMENTATION JF TZE CONDI-
TIONALITY AS NO% AGREED SHOULD daivZ & SIGMNTTIZANT IMPACY

On MZDIUM-TERM STRUCTURAL REFORM IN SENIGAL. PLBAST ADVISE
SCONZST REGARDING MISSION AUTHORITY TO APPRQVI TEZ ISF

Iv PAAD IN THE FIXLD.

WALIZR

BT

GNCLAS SECTION 27 OF 37 DARAR 13330
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MONOPCLY POSITION AND INCREASING ZOMPEI ITION #HICH COULD
BZ IMPLEMENTED IN THE SECOND YEAR. W URSE CONTINUZD
MISSION EFFORTS ON THIS POINT AND WOULD ENCOURAGE YCU TO
PURSUE DILLOGUE WITH 30S WITH AIM OF ULTIMATELY
ACHTZVING THIS OBJWCTIVE. PLEASE {ITP US INFORVED.

3. GCONCERNING REINFORCEMENT OF MISSION’S ECONOQMIC
ANALTSIS CAPACITY, LOCAL HIRING OF SENEGALESE
ECONOMETRICIAN WILL BE. HELPFUL, AND PVR

* CHANDTLER-LITTLEFIBLD TELECON: OF'DBC 23,7 AZR' NOW

V2GZCTANBE3ESE370 HoM Fhagy
00 “RUTADS = = 2 nﬂc eé*z
DE ‘RUEHC #1765 3610037 INE N
ZNR UUUUU ZZ2H CHRG: AID
0 2700352 DEC 85 | DIST: AID.
FM SECSTATE WASHDC

TO AMEMEASSY DAZAR IM%EDIATE 5318

BT

UNCLAS STATE 391755

AIDAC

E.0. 12338: N/A

TAGS: : . ] .

SUBJSCT: SENIGAL ICCNOMIC SUPPORT TLND IV, 585-3238 -

RIF: (i) DA¥AZ 13650 (3 §marg 377261 ‘

1. 2ID/¥ HAS RSVIFWED IEF1EL (4) POINT-3Y-POINT AND, '
PER PEFTSL (5). CONCTRS WITE MEASTRES TAZEN T3 IBLIMENT -
AS WELL AS WITH VARLATIONS IN CONDITIONALITY AS o
NSGGTIATED SY MISSION. MISSION IS TO 2E CONGRATULATED Jrwarrag
Od THZ QUALITY OF ITS RESPONSIVENESS T) ZCPR’S g
CONCZRNS. TUZREFORT, MISSION MAY NOW AUTHORIZZ TIT PAAD L
IN ACCORDANCE WITH DOA 143, REVISED, FOR A TOTAL AMOJNT iy
NOT TO EXCEED $15 MILLION. -THE OBLIGATION SHALL BE FOR -
CHLT 73 ZOL3 1 (TE%) WILLICN GNTIT TIH4AT CI2ISION ——
RIACESD IN wASHINGTON OX FY33 3JD3&T. WU3N FINIL 5

DIiCISION MAJE ANTD AODITIONSL TUNDING I3 A¥AILASLI.

ACREEMENT CAN BE AMEINDED TO ADD NOT MORE TdaN IS DOLS 3 -
(SIVE) WILLION. SEPYEL ¥ILL TOLLOY #ITH INFOZMITIOV ON [
BUDCET ALLO#A S WEIZ WILL CONFIAM 4#MOUNT T 3%

O:LIGATZC. O04CET ALLOWANCT ASCEIVED, A3RTTYRNT MAL 27 bt
SIGNED. Cerrr el
2. ONLY CONCZRY OF ECPR WAS ¥ITI 2Azd 25, KEFTSL (4). :
WHILZ W& UNDERSTAND POLITICAL/ECONGMIC GCOMPLEXIT OF %. 25'
SITUATION, IT WAS FELT TYAT MISSION HAD MADE & I~
COMMITMENT IN AID! ZROJECT MEFTINGS T2 TYE ELIMINATION —
~ OF MONOPOLY POSITION JF CROUNDNUT FROCESSING INDUSTRY. e
AGREEMANT WITH GOS SHJULD REFLECT SOME PROCESS OF =L
CONTINUOUS DIALOGUZ 4ITH, HOPZFULLY, SOME RESOLUTION 37T -
TEE SECOND TEAR. THIS COULD BE IN THE FORM QF il
FS?AELTSHMENT OF A COMMITTEE TO LOO7 INTO THE PRO3LEM OR E:E:B
OF STUDIES TO DETERMINE ADVISABILITY OF ELIMINAIING THZ ﬁhﬁm

A9
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4; wE ARE PLEASED TO NOTE Iﬁ PARA 23 REFTEL (A). THAT
THE MISSION WILL-INFPORM THE GOS IN WRITINZ THAT QUOTE
ESF GRANTS SHOULD NOT APPEAR IN THE IMF TABLE ON
covznnmpug FINANCIAL OPERATIONS IN ANY SPECIFIC TIME
FRAME SINCE DISBURSEMENTS ARE DSPENTCENT ON PROGRESS ¥ITH
RESPECT TO REFORMS AND AVAILABILITY OF FUNDS =IND QUOTE.
WE EAVE ALL BEEN URGINZ THEIS DE-LINKING OF THT ESF FROM
ANNUAL IMF PROGRAM SO AS TO AVOID SOME OF PROBLEMS NOW
BEING ENCOUNTERED.

5. PLEASE CONFIRM WHEN PAAD AUTHORIZED AND AGREEMENT
SIGNED, AND ALSO, #HEN CP’S METPROPNSED METECD AND DATA
FOR DISBURSTMZNT QF F(INDS.

6. HAPPY 90LIDAYS.  A’RMACOST

ET
#1753 -

JNCLASSIFIZD :TAI“ 391 755
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‘ Mon-é{ewt £'AmuaMad€Mu. i, den
Cdeat b
A &; Au,c.tz d2 notte adunion du 17 décembre 1985, je vous conéé‘ci
que £o gouvernement sdndgalals, souhaite béndiicien. du donds. de- scuziei.. ..
é;ca»wmique. ace a/cde. pat, £ Etrts. Undis pawe a8 nols: prochalnes. guées.. Ce
- Gopegury financlet est tds dmgontuant pout peuieliee. au, Sindgal de condulte
4a progranmme. de redressement $conomique ot {inanciet. et de éaliser. Zos

priondeds Luscrdtes dans 22 Ulle Plan adoptd rar £'Assemblie Nationate.... .

Les conditions. prsaiables au versement du fonds.de. soutien gque .
vous avez proposlas pour Za premdine. amide sont confosned aux. crlentations
du Ched de £'Etat. Je vous apporte centwings sréelslons . compléneniaites..

En ce qui concerne Ze paiement des dtoits de dovane serx Zes Lmaa
tations de iz, je vous {ndique que 3.375, millions de F CRA.awrone. Ltd.
versbs entie fuillat ot décembae 1985 o qu'un vessement meseel cz 1 d

bR
mlliland est prdvu d'iel 2o §iu fulllet 19861 L'k jectil de 5 miltiasds

deaa done E2lisé en janvden 1986, Les somnes dees aw tltre de 2n piriouns!
ont &t peyies @ nuu,t«..m de 500 mi2lions depwis 2e 30 Asa_rt_u.bw_ TCS:. Sl

2
Lo I'Lecouwce'rwu‘: i fa Caisse da Plréquation et do Stabilisction des Pl

MR IAT AL du anidnis sde fes ventes de iz @ enldle u fait 2'objet d'un effcrt evce

' uonm_& au point d'atteindre env.iton 400 millicns & £z §4n de eatie auniy
Cat efdont sera powrswivi en 1986,

San Exczllonce - i
Honsdewr lannon WALKER
Ambassadzun des Etaa-Unis

=ae BT AVARADIE DOCUMENT
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Je uawa canﬂllune par atllewrts que Za. pirdquation A L'arachlde
£ l'hwo&e végé,tale doit ttre supprdmée, conformiment aux déelatons du. Cheé |
le !.'Eta,t sur Lo rétablissement d'un é.Qu,Lubn.e de Lo u,um huttorle. 7
SONACOS d,upazsm de Lo {aculll de propasen des changements de prix d La
aon&ammtcan pour Z'hu,d.a uege,tde, en tenant compie dtune part de L1évolu=
tion des couns mand,wm. et d'autre patt du conditions du ma/mhé Local, La
SONACOS devaa verser au TILZAOIL Public fos droits de daucme c.amupanda.rwé

a ced unpa/u.a,tcané .

Le gouvernement a dlja. wds L'engagement de Lalssen a. l'hu,LuM
dana 1’.e cadre de 2o {uadon en cours de fa SONACOS: et de Lo SEIB, fa pOMJ.—
biglte d'ujuA.tUL Lroutil de vwwﬁammtc.an industriel aux pwme.tluu de.

Lo p!caduetcou et de Lo commencialisation de £'arachide pat réduction dven-
tuelle des mpa.c,u:u de teituration et par reconverslon pa}u‘.taue. du usdnes.

T 'upvw. que ces précisdons dont de nature a pmmztvm une mlse er
place aapdde du fonds de soutien des ELats Unds. L'adnunusm.tcon natlonate
nesxe &.votre disposition pour apporten Les campf.éma.nté d’l.nﬂalmm:(an dont
vo4 AUL‘J.LC.?A awralont besodn pour fa rdalisation de ce programme.

Je vau prie d’ag/tée/r., Monad
mes sentiments mwguu.

MINISTHE
DETAT

G &
" Fin eomr/
- MEF.:
- #PC
- K
- MOR
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" ANNEX 4.

INITIAL ENVIRONMENTAL EXAMINATION -

Country: Republic of Senegal

Project Title: Senegal Economic Support Fund IV (685-d§§8ﬂi

Funding: Life of Project Funding $45.0 million

Period of Project: FY 1986-FY 1988

Activity Description: The purposes of the Economic Support Fund
IV are to (1) provide budgetary support to the Government of ‘
’Senegal (GOS) and (2) gain policy change in the key agriculture
sector aimed at eliminating GOS dominance of the sector,
reducing the burden of the sector on the economy, increasing
domestic resource mobilization and recapitalizing the banking
sector.

Environmental Action Recommended: Categorical Exclusion in
accordance with Reg. 16, Section 216.2 (c¢)(1)(i): the action
does not have an effect on the natural or physical environment.

IEE Prepared by: Joel E. Schlesinger, Chief PrOJect Developmenr
Officer, USAID/Senegal.

Bureau Environmental Officer's Determination:

Approved: X
Disapproved: y
Date: 12/19/85 /
AFR/TR/SDP:Bessie L. Boyd /
/ [~

clearances:

GC/AFR:BBryant
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ANNEX 4

LIST'AND STATUS OF CONDITIONALITY ASSOCIATED WITH
PAST NON-PROJECT ASSISTANCE PROGRAM

1. égriculturé Development Assistance (Sahel Development Fund): 685-0249. :

A. Date Authorizec: August 3, 1983 Agreement Signed: August 11, 1983 -

B. Purpose: To increase agriculture production through more widespread
. use of fertilizer, while encouraging the Government of
Senegal to apply economic and financial policy reforms. -

C. Description: This $5.0 million Development Assistance grant was to .
finance:

a) The importation of 9,200 MT of urea and 4,000 MT of
sulphur ($2.86 million);

b) the freight differential at $85/MT ($1.37 million); and

c) Agricultural Sector Study and Agriculture Credit Study
($750,000). Agricultural Sector Study (Assessment)
completed, Credit Study cancelled.

Principal local currency proceeds from the sale of fertilizer being used to
strengthen village level cooperatives through literacy training programs, and provided a
subgidy (20 percent) last year for the market price of fertilizer in order to cushion
the impact of the govermment's overnight abolition of the subsidy for reasoms of
financial stringency. :

D. Conditions Precedent to First Disbursement . Status
1. Boiler plate (opinion of counsel, procurement plan, ‘ :
specimen signatures). o Satisfied.
2. Formal agreement on IMF Standby Program (1983/1984).,52,*’i iSatisfied.

E. Conditions for Local Currency Disbursement

1. Establigshment of GOS/USAID Management Committee.  satisfied.

2. Certification that village level cooperatives and producer Satisfied by
| groups have direct access to credit sources. Law May, 1984.

3. Positive finding by Rural Credit Study on Senegal's new
* rural credit organizations (CNCAS). -~ N/A since
counterpart no
longer pro-
grammed for
rural credit.
F. Special Covenants

1. Government will not increase fertilizer subsidy above
the (then) current 60 percent level before January 31, 1984, Satisfied

9
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2, Government will reduce fertilizer subsidy to mo more,’ Government
than 40 percent by January 1985. ‘abolished

entirely,
Through USAID
intervention
1984-85
subaidy was
20%.

3. Government will present plan to lower fertilizer subsi- Satisfied
dy tq 25 percent by January 1987. (see above)

4. Government will permit private sector to import' urea: Satisfied
directly without a government intermediary,

5. Government will reimburse the privateiéédﬁbikfﬁéfam§ﬁﬁf,“' " "N/A since
of the subsidy. government has

removed all
subsidies.

6. Within 12 months (i.e., by August 1984), Governmént - Study complet-
will present a plan for reorganization of the fertilizer ed. Plan
marketing system to include the private sector. requirement

met May 23,
1985.

7. Regarding fertilizer uses, Government will continue to Efforts are
press closer cooperation between research and continuing.
extension services.

8. Government will meet periodically, and no less than Discussions
annually, to discuss progress in implementing these have, in fact,
covenants and to discuss the status of the economy. intensified

since August,
1983 and are
routine.

9. Government will reduce outstanding seasonal credit by Satisfied.
rsézbursing CFA 10 billion ($25 million) by December
l L

10. Government will reduce the CPSP deficit by 10 percent = Satisfied.

by December, 1984,

U
e
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Economic Support Fund (FY 83):"685:0262;11

A. Date Authorized: July 11, 1983; Agreement signed: August 11, 1983,

B. Purpose: To assist Senegal to improve its balance of payments
position, and to encourage the Government to implement the
economic policy reforms set forth in the 1983/84 IMF Standby
agreement.

C. Description: This § 5.0 million commodity import program reimbursed

the government $2.5 million for the value of goods
imported from the U.S. during GOS Fiscal Year 1982/83,
and $2.5 million for goods imported in FY 1983/84. An
equivalent amount in local currencies was allocated to
cover the costs to the Government of activities within
Senegal's 1983/84 budget consistent with IMF targets.
Mission received AID/W approval to amend the agreement in
order to reprogram counterpart from rural roads.

D. Conditions Precedent to First Disbursement Status

1. Boiler plate (opinion of counsel, procurement plan, Satisfied
specimen signatures). ‘

2, Agreement with IMF on 1983/84 Standby program. C Satisfied.

E. Conditions Precedent to Disbursement of Local Currency

1. Fomal agreement on the IMF Standby program (1983-84) - Satisfied

2., The CP's, dealing with the creation of a road maintenance
revolving account and rural roads maintenance plan were no
longer applicable since local currencies were shifted from
use in roads program to repayment of crop credit to the banking
sector.

F. Special Cuvenants

1. Efficient import procedure for CIP. The USAID
’ ‘carried out

the total
$5.0 million
under direct
reimbursement
program, thus
this covenant
did not
apply.

S0
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Road Maintenance Budget
Road Maintenance and Improvement

Periodic Consultation on economy

Zj,N/ Aff
WA

1Cdﬁéulteiione
'intenee.

As part of the amendment of the project (see “"C" above),. the Mieeion recommended
additional conditionality directed at the reforms of the CPSP, at that time newly -
transferred to the Ministry of Finance.

As Conditions Precedent to Disbursement of _oecal Currency, the GOS agreed to: ‘

1.
2.,

3.

Suspend all credit sales of PL-480 commodities.

Accept the principle of hiring nutside technical assistance

to reinforce CPSP financial management and establish an
acceptable date which technical experts will be recruited.

Undertake an immediate audit of CPSP's accounts.

As Covenants, the GOS agreed to:

1.

examine the possibility of reducing the CPSP's
activities and of simplyfying or eliminating the
purchasing and marketing roles of the CPSP.

require the CPSP to produce clear accounts of its overall
situation by quarter and according to its various sectots
of intervention (i.e. peanut, rice, sugar, tomatoes,
flour, and cotton). The first accounts should be
completed by July 1984 for the period March-June.

Satiefied.
Satisfied
Experts on
site,.

Satisfled.

. Study completed
- and donor review

held with GOS.
Conditionality in
multi-year ESF
will address
specific actions,

Delayed due to
late arrival of
TA. Now in place,
accounts should be
for forthcoming.

R
-3
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II1I. Economic Support Fund (FY 84): 685-0278f*?

A. Date Authorized: December 7, 1983 - . Date sigged:,.Dgéehbéifi7;li98§?

B. Purpose: To encourage and assist the Government of'Senegal to{'“
implement the economic policy reforms set forth in the.
1983/84 IMF Standby agreement.

C. Description: A $1C million cash transfer to help the Government of -
N Senegal reduce outstanding seasonal crop credits owed to,
the national banks. . SN

D. Conditions Precedent to Disbursement Status’

1. Boiler plate (specimen signature, open bank account) _S&tisfié&

E. Special Covenants

2, Government will provide USAID with copies of reports _Satistied.
to IMF and other donors regarding compliance with S
stabilization program.

3. GOS will comply with terms and conditions of IMF -All" terms and
Standby. condtions met.

4. Government will implement reforms in the agriculture New Agricultural
sector as agreed with USATD and as consitent with Policy announced
the znew sector policy being prepared by Government -by President in
with donor help. March 1984,

Action has begun
on implementation
including elimina
tion and restric-
tion cf RDAs,

5. The Program Agreement and Grant shall be free: from’ Satisfied.
411 Senegalese taxes and fees. ' .
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IV,

Economic Support Fund (FY 85)

: '685?0287

A. Date Authorized:

December 19, 1984‘

B. Purpose:

C. Description: A $15.0 million cash transfer to help the Government of Senegal .

Date signed:
To assist Senegal to maintain economic and political stablility

December 28, l984l

while promoting structural and agricultural reforms needed to

redress the underlying problems of the economy.

meet financial obligations to private banks with respect to

pPayments on the national peanut seed stock.

D. Conditious Precedent to Disbursement

1.

2.

Boiler plate (specimen signature, open bank
account.

Contract between GOS and oil crushing firms on’
management of seed stock.

Draft contract-plan between GOS and SAED
acceptable to USAID,

0il crushing firms meet contractual temms
with GOS to repay debts to banking sector for

1983-84 grou.dnut purchases and pay excess profits

to GOS treasury in accordance with agreed upon
transaction costs.

E. Special Covenaats

1.

GOS agrees to comply with terms and conditions of
1984-85 IMF Standby if one is concluded. .

GOS to present plan for reorganization of" .
fertilizer sector by private sector for 1985—8 £
crop year by May 31. LA

SONAR and SIN will be liquidéted by‘Ma§y3lé

GOS will complete action plan for transfer
of seed stock to over a 6 year period.

Contract—plans acceptable to AID between SOHIVAC’
and SODEVA and GOS signed by June 30 i :

Status

Satisfied.

Satisfied.

satisfied. .

Standby- concluded,

June IMF progress

- report positive.

Saﬁisfied.

Law has been
passed abolishing
both
organizations.

Satisfied.

'Drafts curteﬁtly
eader review.

59
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Completion of diagnostic study by CPSP and re-
cruitment of external technical assistance
to strengthen finance and management.

Signature of contact-plan between GOS and SAED by
January 31.

GOS will request a study of constraints to cereala
marketing and a plan for removal of the constraints
developed .

Over next 12 months GOS will increase its reqeipts;
as a percentage of GDP by 2 percentage points.

Study complete
Technical
Assistance in

" place.

Satisfied.

Satisfied,

Not realized.

With IMF and USAID
help in FY 1986.
Revigions of tax
and customs codes
should permit GOS
to achieve this
target.

e,
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OTHER DONOR CONTRIBUTIONS TOWARDS SENEGAL'S FINANCING
REQUIREMENTS IN GOS FY 85/86
Millions of Dollarsfl ?ﬁiiiioﬁéﬁ6f1CéA?j
TOTAL GAP 255,25 02.1
Internal Financing 1i?1Lt;ﬂ' .
Banking Sector 22,75
Statutory Overdraft 10550..
Long-term Bonds 2,50 -
TOTAL 35,75
External Financing o
Project Lending ©.50.00 .
Debt Rescheduling . 48,50
Capital Grants -20.00
CCCE (France) - 20,00
French Budget Grant +.12,50
World Bank . ~18.75
STABEX - 16,75
USAID 14.00
Switzerland 6.25
Net IMF © 4,00 -
TOTAL ' 210,75
Remaining GAP '8.75

Potential Financing Sources

France (additional budget loan 1n CY 1986)

Saudi Arabia (budget loan)

World Bank (additional SAC disbursement)

Source: IMF table of,Government‘Fiﬁancial;obétgtiéﬁﬁ;f

Exchange Rate: $1 = 400 CFAF

bl
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"3(A)2 NONPROJECT ASSISTANCE CHECKLIST

STATUTORY

CHECKLIST

. The criteria listed in Part A are

7applicable'generally to FAA funds, and
should be usec irrespective of the
progran's funcing source. 1In Part B a
distinction is made between the
criteria apolicable to Economic
support tund dssistance and the
criteria apolicable to Development
Assistance. Salection of the criteria
will depenc on the funding source for
the program.

CROSS REFERZINCZS: IS COUNTRY

CHECKLIST UP TO
DATE? IDENTIFY.
HAS STANDARD ITEM
CHECKLIST BEEN
REVIEWED?

GENERAL CRITERIA FOR NONPROJECT

J. FAA S

ASSISTANCE

1,

§—
D
il e

FY
Sec :5; FAA Sec. 634A.

how authorizing and
tions committees: of
jouse have hezn or
i £

cé
otified concerning
c

6

"
T
1]
o

2. FAA zec. 6ll(a)(2). If
furzhe: legislative action is
reguirsd within recipient
countrcy, what is basis for
feasonable agxpectation that
SuUch zction will be completed
in =iz &5 permik oederly
acconc istmens of purpose of
the aszistance?

2 209 1Is assistance
more elficientlv and .
effectively given through
recions' or multilateral
organizavtions? 1If

-
-
-

The Program Grant appears in th?

FY 1986 Congressional Presentation,
Annex. I, page 379. No further
notification is required.

None required.

bépl
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givsn? 1Information and
conczlusion whether assistance
will encourage regional
cevszlooneat programs.

TAX Sec. 601(a}) Information
anc conclusions whether
assistance will encourage
elfcrts of the country to:
(a) increase the flow of
iatzsrnational trade: (b)
foszer private initiative and
comzetition; (c) encourage
cevzlopment and use of
cocgseratives, credit unions,
&nd zavlingg and loan
associations; (d) discourage
monepolistic practices; (e)
inprzove technical efficiency
oZ industry, agriculture, and
comzerce; and (f) strengthen
£-es labor unions.

>4 Sec. 601(b) Information

popamap pl

1]
0

I conciusions on how
L:tancn will encourage U.S.
vYace trade and investment

LI v

¢ and encourage private
participation in foreign
Lance proctans (including
z p:iv:ee trade channels
the sarvices of U.S.

Ze enterprise).

[S V) N7 I
r—-n.mmmr} 1+

a4 Sec. 612(b), 636(h); FY

et | "'

O] e

8Z Continuing Resolution

I
[y

S2c. 5U7. Describe steps

takea to assure that, to the

maximum extent possible, the
coun:ry is contributing local
cilrsancies to meet the cost of

ccn::ac“"al and other

arvices, aad foreign
cdrzenCLe: owned kv the U. S.
azs ctilized in lieu of
éollzars.

No. '‘Program will not encourage "

{regional development programs. It .

is aimed at a Senegal-spec1f1c
problem.

Reforms aimed at. encourag1ng greater
private initiative. .

~ No'direct effect.

N.A.
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10.

FAA Sec. 612(d). Does the NO.

U.S. own excess forelgn
currency of the country and,

.if so, k1au arrangenents have

been madz for its release?

FAA S=c. 601(e). Will the N.A.

assis:zance utilize competitive
selectica procedures for the
awarding of contracts, except
where acplicable procurement
rules allow otherwise?

FAA 12171). 1IE azsziztance iz N.AL - Funds-are not.provided:by. -
bein¢ fi-nished under the : SaheLapproppat1on.¢

Sahel Dsvelopment Procram, has
a detarzination been made that
the kos: government has an
adequzt: system for accounting
for and controlling receipt
and expsnditure of A.I.D.
funds?

FY 1935 Continuing Resolution &d

Sec. 33i, 1Is disbursement of

the ass:stance conditioned

solelv zn the basis of the
pollc_e: of any multilateral
institu=ion?

FUNDING CRITZIRIA FOR NONPRQJECT

1.

ASSISTANC=

Nonproiszct Criteria For

ECONCRmi: SUDPOLt Fund o YES.

a. TAad Sec. 531(a)., Will
this assistance promcte
econcmicz and political
stabilizv? To the maximum
extentc Zeasible, is this
assistasce consistent with the
policy Zirections, purroses,
and zresrams of part I of the,
FAA?

b. i Sec. 531(c). Will ~ NO.

be useé for nllltary, or

parazmilitazy activities?
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c. FAA Sec. 531(d). Will ESF
"funds made available for
cornmodity import programs or
other program assistance be

- uszd to generate local
currencies? If so, will such
local currencies be available
to support activities
consistent with the objectives
of FAA sections 103 through
las?

d. ISDCA of 1985 Sec. 205.
Will ESF funds made available
fo: commodity import programs
be used for the purchase of
acrcicultural commodities of
United States-origin? 1If so,
what percentage of the funds
will be so used?

e@. ISDCA of 1985 Sec. 801.
I 3s7 funds will be used to
finance imports by an African
ccintcy (under a commodity
imzort program or sectar
pragram), will the agreement
rezuire that those imports be
usszd to nme=t long-term
developnent needs in those
cecuintries in accordanze with
chz following criteria?

(i) spare parts and other
imports shall be allocated
on the basis of
evaluations, by A.I.D., of
the ability of likely
recipients. to use such
spare parts and imports in
2 maximally productive,
emplovment generating, and
cost sffective way;

(ii) imports shall be
coordinated with
investments in accordance
with the recipient
country's plans for
promoting economic

development. A.I.D. shall®

NO.

oL

. - N:A.
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assess such plans to

determine whether they will.

eflectively promote
econonic development;

(iii) enmphasis shall be
laced on imports for
acricultural activities
wiich will expand
agricultural production,
pacticularly activities
which expand production for
ex20rt or production to
reiuce reliance on imported
acricultural products;

(iv) emphasis shall also
be placed on a distribution
0Z imports having a broad
development impact in terms
0 acannmic =sectors ard
gzographic regions;

(v) in order to maximize
th2 likelihood that the
i

czapter are in adéition to
izoorts which would
ozhercwise occur,
ccasideraticn shall be
5iven to historical
paitzrns of foreign
e:change uses;

(+i)(A) seventy-five
pezcant of the foreign
cucrencies generated by the

szle of such imports bv the

gzvernment of the counkry
s-2ll be deposited in a
sza2cial account established
br that government and,
exlept as provided in
stuoparagraph (B), shall be
availakle onlv for use in
accordance with the
acceenent £or economic
ézvelopment activities
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which are consistent with
the policy directions of
section 102 of the FAA and
which are the types of
activities for which
assistance may be provided
unde: sections 103 through
106 ¢cf£ the FAA;

(3) the agreement shall
require that the government
0f the .countrv make
available to the United

tatzs Government such
portion of the amount
depc:zited in the special
acccint as mayv be
dete:zmined bv the President
to b= necessary for
reguirements of the United
S-atas Government.

£f. 1ISDCA of 1985 Sec. 207.
Will Z&7 funds be used to
finance the construction of,
or kthe aneration or
mainzenzace oh, or the
suppl yV1c or fuel for, a
nucleaar facility? 1If so,
has the 2?resident certified
that such country is a
parctyv “3 the mrea y on the

Weapun: or the Treaty fo: the
Prohibizion of Nuclear Weapons
in Latiaz American (the "Treaty
of Tlazzlolco"), cooperates
fullv with the IAEA, and
pursues nonproliferation
policies consistent with those
of the Jnited States?

g. ZIAX Sec. 609.! If
commodzzies are to be granted
so tha: sale proceeds will
accrue o the recipient
counz=rx, have Special Account
(countszpart) arrangements
been made?

NO-

N.AL
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Nonproject Criteria for
Development Assistance

"a. FAA Sec. 102(a); 111; 113

281(a). Extent to which
activity will (a) effectively
involve the poor in
development, by extending
access to economy at local
level; increasing
labor-intensive production an
the use of appropriate
technology, spreading
investment out from cities tc
small towas and rural areas,
and insuring wide
participation of the poor in
the benefits of devalopment o1
a4 sustained basis, using the
appropriate U.S. institutions,
(b) 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: (g¢)
support the self-help efforts
of developing countries; (d)
promote the participation of
wotltenn 1in Lhe natiunal
economies of develorving
countries and the improvement
of women's status; and (e)
utilize and encourage regional
cooperation by developing
countries?

b. FAA Sec. 103, 103a, 104,
105, 106, L07. Is assistance

being made available:

(include only applicable
paragraph which corresponds to
source of funds used. If more
than one fund source is used
for assistance, include
relevant paragraph for each
fund source.)

TN

N.A

(o0
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(1) [103) for agriculture,

" rural development or .
nutrition; if so (a) extent to
which activity is specifically
designed to increase
productivity and income of
rural poor; [103A] if for
agricultural research, full
account shall be taken of the
needs of small farmers, and
extensive use of field testing
. to adapt basic research to
local conditions shall be
made; (b) extent to which
assistance is used in
coordination with efforts
carried out under Sec. 104 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, aad
education with respect to
nutrition, particularly with
reference to improvement and
expanded use of indigenously
produced focdstuffs; and the
undertaking of pilot or
demonstration of poor and
vulnerable people; and {c)
extent to which activity
increasas national food
securiky by improvinag 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.

I
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(2) (104] for population
planning under sec. 104(b) or
health under sec. 104(c); if
so, exten: to which activity
emphasizes low-cost,
integrates delivery systems
for healt:z, nutrition and
family olzaning for the
poorest caople, with
particular attention to the
needs of aothers and young
children, using paramedical
and auxiliary medical
personnel, clinics and health
posts, ccamercial distribution
systems and other modes of
community research.

(3) (1337 for education,
public acdainistration, or
human c2sjurces development;
if so, (2) extent to which
activity strengthens nonformal
education, makes formal
education more relevant,
especizl.y for rural families
and urbdan poor, or strengthens
managemdes: capebility of
institu<ions enabling the poor
to parzicipate in development;
sxtent to which
assistzncs provides advanced
educaticn and training of
peopis i: developing countries
in such Zisciplines as are
requirad Zor planning and
implemenzation of public and
privat=a Zavelopment activities.

[

(4) (Ll0s} for technical
assistancz2, energv, research,
reconszz:ztion, and selected
develozmzat problems; if so,

extent a:zivity is: (i)(a)
concernes with data
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collection and analysis, the
training of skilled personnel,
* research on and development of ™™
suitable energy sources, and
pilot projects to test new
methods of energy production;
and (b) facilitative of
geological and geophysical
survey work to locate
potential oil, natural gas,
ancé coal reserves and to
encourace exploration for
potential oil, natural gas,
and coal reserves,

(ii) technical cooperation
and development activities,
especially with U.S. private
and voluntary, or regional and
international development,
organizations;

(iii) research into, and
evaluation of, economic
development processes and
techniques;

(iv) recons-ruction after
natural or manmade disaster;

(v) for special davelopment
problems, and to enakle proper
utilization of earlier U.S.
infrastructure, etc.,
assistance;

(vi) for special development,
especially small
labor-intensive enterprises,
marketing systems, and
financial or other



institutions to help urban
poor participate in economic
.and social development.

(5) (107] 1is appropriate

- effort vlaced on use of
appropriate technology?
(Relatlvely smaller,
cost-saving, labor using
technolongies that are
generally mcst appropriate for
the small farms, small
businesses, and small incomes
of the puor.)

€. FEAA 118(c) and (d). Does NoA.
" the assistance comply with the o
environmertal procedures set

forth in AID Pegulation 16.

Does the assistance take into
consideration the problem of

the destruction of tropical

forests?

d. FAA Sec. 281(b) Describe’ “N.AY
extent to which the activity
recognizes the particular
needs, desires, and capacitisas
of the people of the country;
utilizes the country's
intellectual resources to
encourade institutional
developnen ; and suppor%s

ClVlc educatxon and tralnlqg
in skills required for
effective participation in
governmental and political
processes essential to
self-government.

@. FAA Sec. 122(b) Does the U NeAS
activity give reasonable - T
promise of contrlbutlng to the :
development of economic :
resources, or to the increase

of productive capacxtles and

self- susuatnlnq aconomic
growkh?

1
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5C(3) - STANDARD ITEM CHECKLIST

Listed below are the statutory items
which normazlly will be covered .
routinelv in those provisions of an
assistance agreement dealing with its
implementazion, or covered in the
agreement tv¥ imposing limits on
certain usss of funds. *

These items are azranged under the:
general hezdings of (A) Procurement,
(8) Consitruction, and (C) Other
Restrictions.

A. Procursanent

1. SAA Sec., 602. Are there
arrangements to permit 0.S.
small business to
participate equitably in the
farnishing of commodities
and services financed?

23 Sec. 604(a). WwWill all
zocuremen: be f£rom the 0.S.
sxcept as otherwise
datermined by the President
¢z under delegaticn from
Rim2??

10wy fey

3. ZAA Sec. §04(cé). If the
'~ cooperating country

discriminates against marine
inasurance companies
authorized to do business in
=he 0.S., will commodities
ts insured in the United
S:ates against marine risk
with such a company?

4, $iA Sec. 604(e); ISDCA of
1980 Sec., 735(a). 1If
cZfshore procurement of
gzricultural commodity or

groduct is to be financed,

is there provision against
sich procurement when the
camestic price of such
commoéity is less than
sarity? (Zxception whera
commodity financed could not
rzasonadly be procured in

T.S.)

i“%ﬁ

NiA-
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_FAA Sec. 604(g). WwWill

construction or engineering
services be procured from
firms of countries which
receive direct economic
assistance under the FAA and
which are otherwise eligible
under Code 941, but which
have attained a competitive,
capability in international
mackets in one of these
areds? Do these countries

-permit United States firms

to compete for construction
or engineering services
financed from assistance
programs of these countries?

FAA Sec. 603. 1Is the

shipping excluded from
cempliance with requirement

in section 901(b) of the -
Merchant Marine Act of 1936,
as amended, that at least 50
per centum of the gross
tonnage of commodities ‘
(computed separately for dry -
bulk carriers, dry cargo
liners, and tankers)

financed shall be

transported on wmrivately

owned U.S. fiay commercial
vessels to the extent such
vessels are available at

fair and reasonable rates?

FAMA Sec. 621. If technical CUNLAY

assistance is financed, will
such assistance be furnished
by private enterprise on z
contract basis to the
fullest extent practicable?
If the facilities of other
Federal agencies will be
utilized, are they
particularly suitable, not
competitive with private
enterprise, and made
available withocut undue
interference with domesti
programs? C

W
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International Alr

Traasportation Fair

Conpetitive Practices Actk,

1973, If air transportation

of persons or property is

firanced on grant basis,
will U.S. carriers be used
to the sxtent such service
is available?

£Y 1985 Continuing

Reszlucion Sec. 504. If the

U.S. Government is a party
to a2 contract for
prccurement, does the

conzract contain a provision

auziorizing termination af
suci contract for the
carnvenience of the Unlted
Stazes?

B. Construc:tion

1.

FAX Sec. 601(d). If capltal

(e.5., construction)
orciect, will U.S.
ancineering and nroreSblonal
ser7ices be used?

TAL Sec. 6ll{c). IEf
cornzracts for construction
ars to be financed, will
they be let on a competitivae
basis to maximum extent
oracticable?

FAX Sec, 620(k). If for
corstruction of productive
enzarprise, will aggregate
valie of assistance to be
£uzaished by the U.S. not
exczed $100 million (except
for productive enterprises

in :gw¥pt that were described

in zhe C%7)?

N.A.

‘N.A:

N.A.

CN.AL -

5
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c.

Other Festrictions

1.

FAA Sec. 122(b). If N

cavelopment loan, is
interest rate at least 2%
e2r annum during grace
ceriod and at least 3% per
eaanum thereafter?

m "

stablished solely by U.S.
coantributions and

iministered by an o
iaternational organization,

coes Comptroller General
kave auvdit rights?

-

F1A Sec. 62G(h). Do

arrangements exist to insure  YES.
tﬂat United States foreign

aid is not used in a manner

w2ich, contrary to the best
interests of the United

S:tates, promotes or assists

tze foreign aid projects or- .
aztivities of the

Csmmunist-hloc countries?

will arrangements preclude
use of financing:

1Y)

Ccntinuing Resolution
Sec. 527. (1) To pay
for performance of
abortions as a method of
family planning or to
motivate or coerce
persons to practice
abortions; (2) te pay
for performance of
involuntary
sterilization as method
of family planning, or
to coerce or provide
financial incentive to
any person to undergo

xA Sec. 301(d). If fund is ' N.Al"

FA3 Sec. 104(£); FY 1985 N.Av
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sterilization; (3) to
. pay for any biomedical

research which relates,
in whole or part, to
metheds or the

performance of abortions

or involuntary
sterilizations as a

means
planni

of family
ng; (4) to lobby

for abortion?

FAA Sec. 488. To

reimburse persons, in
the form of cash

- payments, whose llliCit
~drug crops are

eradicated?

FA) Sec. 620(g). To

compensate owners for
axpropriated
nationalized property?

FAA Sec., 660. Tc

Drovide training or
advice or provide any

£inanc

police,

other
forces

ial support for
prisons, or
law enforcement
r except for

nazcotics programs?

TAA Sec. 662. For CIA

activi

ties?

TAA Sec. 636(i). For

exchan

. ourchase, sale,
long-~term lease,

Ge or guaranty oif

the sale of motor

vahicl
autsi
waliver

es manufactured

de U,S8., unless 2

is obtained?

NoAs

AL

77
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g.

FY 1985 Continuing
Resolutijon, Sec., 503.

To pay pensions,
annuities, retirement
pay, or adjusted service
compensaticn for
military personnel?

N.A.

FY 1985 Continuing N.A.
Resolution, Sec. 50S. o
To pay U.MN. assessments,
arrearages or dues?

. FY 1985 Cont‘.inuing N.A-‘

Resolution, Sec. 506.
To carry out provisions
of FAA section 209(d,
(Transfer of FAA funds
te multilateral
organizations for
lending)?

FY 1985 Continuing N.A.
Resolution, Sec. 514.

To rfinance the export of
nuclear equipment, EFuel,

or technology or to

train foraign rationals

in nuclear f£ields?

FY 1585 Conktinuing

- Resolution. Sec., 51i. N-A.
Will assistance be

nrovided for the purpose
of aiding the efforts of
the government of such

. country to repress che
. legitimate rights of the

population cf such
country coatrary to the
Universal Declaration of
Human Rights?

FY 1985 Continuing
Resolucion, Sac. 516. N.A.
To be used for publicity

or propaganda curposes
within 0.s. not

authorized by Ccngress?




FY 1986 PAAD (685-K~604) (685-0288) ’ EREr s pe0
ANNEX 7
ACTION MEMORANDUM FOR THE DIRERTOR USAID/SENEGAL

FROM: Joel Schlesinger,/Clief
Project Development/Qffice

SUBJECT: Senegal FY 1986 Economic Suppotthung; 685:02885(@85-3&604]

»

I. Problem

Your approval is requested for a grant of $15.0 million from Section -
531 (a) (1) of the Foreign Assistance Act of 1961, as amended, Economic Support
Fund (ESF) appropriation, to Senegal to be executed as a cash transfer. It is
planned that the total life of program funding of $15.0 million will be :
obligated in FY 1986 and disbursed in two separate tranches ($10.0 million and
$5.0 million) when conditions precedent to each disbursement have been met.

II. Discussion

A. Program Description and Purpose

The purpose of this program is to assist Senegal to attain
ec momic and malntain political stability while promoting structural reforms
anceded to redress the underlying problsms of the economy.

The need for program assistance to Senegal will continue thrcughout the

- 7Y 1986-FY 1988 period; based on the most recent figures of the IMF, the total
financing requirements of the GOS on current and capital budgets from internmal:
and external sources for GOS FY 1986 alone are estimated to be FCFA 84,3
billion or $§ 210.8 million ($1= 400 CFAF). Senegal has compiled a solid record
of implementing policy changes over the past two years but hard structural
adjustment lies ahead. The Mission proposes to support these efforts through a
multi-year ESF program. In GOS FY 1986, the GOS will contribute approximately
15 percent to meeting ifts own financing requirement gap and other non-U.S.
donors will contribute approximately 76 percent. A fruitful coordination based
on inter-related conditionality has been established among the principal donors
to Senegal: IMF, France, World Bank, EEC and USAYXD. The purpose of this

coordination is to reduce the dominance of the GOS in the economy. The results
of coordination have been most evident over the past two years as the GOS

undertook 'a series of politically and socially sensitive reforms.

The ECPR, held in Washington on November 27, 1985 to review the Program
Assistance Initial Proposal (PAIP) for this ESF program, concurred that the ESF
program must maintain a multi-year focus as a basis for developing a
longer—-term approach with the GOS aimed at resolving Senegal's structural
problems. The program will, however, be based on annual and separate
authorizations. Assuming that funding levels remain under $20.0 millionm,
AID/Washington preference is to continue authorization of future PAADs in the
field in accordance with DOA 140, revised. However, the USAID will submit, by
cable, an annual progress report at the conclusion of each USG fiscal year.

Ul
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This report will (1) describe GOS performance in implementing the previous
year's conditions and covenants, (2) set forth conditionality which appearxs
likely for the coming year and (3) discuss plans for changes in the program's
long-term objectives cowpared to what was contemplated in the current year's
PAAD.

The cable will be sent to AID/Washington for decision on the
authorization venue for the next year's PAAD. The Mission will be advised by
cable of AID/Washington comments and authorization venues. This process for

authorizing programs in following years assumes that the overall program
concept described in the ESF IV PAIP and PAAD remains unchanged. If the
concept changes, a formal PAIP will be required.

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

It i8 anticipated that the GOS will employ local currencies made
available in the context of this ESF program to stimulate growth in the economy
through reimbursement of arrears or other measures which will reliquify the
private and banking sectors.

B. Financial Summary

Life of program funding of $15.0 million 1s to be fully obligated

and disbursed in two separate tranches ($10 0 million and 55 0 million) {a FY ¢
1986. : Pl

C. Analyses

1. Economic

Senegal is beginning to recover from an economic crisis of
unprecedented dimensions stemming from the coincidence of a catastrophic serles
of droughts over the periods 1969-1973 and 1979-1984, declines in the world
price of peanuts and phosphates, OPEC-mandated rises in energy prices of 1973
and 1979, labor laws and business monopoly practices that stifle potential
industrial growth, a rapid increase in population, and a panoply of myopic
economic policies developed over the quarter century since independence.

The economic crisis has been well documented and analyzed in a series
of USAID/Senegal and donmor documents. Thegse analyses have laid the foundation
for a coordinated program of donor assistance whose purgose is to stabilize
Senegal's economy and stimulate economic growth.

The AID/Washington ECPR approved the Program Assistance Initial
Proposal (PAIP) which contained the basic macroeconomic and agricultural
Jjustification for this ESF grant on November 27, 1985.

The Mission Project Committee (PC) found that the economic
analyses contained in the Program Assistance Approval Document (PAAD)
satisfactorily justify the need for this ESF progran.
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2. Refom Package

The policy reforms associated with this program strike at
reducing the dominance of the GOS in the key agricultural sector. The reforms
represent a continuation of USAID interests in the subsectors of rice import

operations, price equalization and provision of agricultural inputs which began
with the initial ESF program in FY 1983,

Both the AID/Washington ECPR and the USAID PC comcur that the
reforms associated with this grant constitute a significant advance in the
continuing GOS assault on the serious economic problems presently facing
Senegal.

GOS performance in implementing this reform package will be
reviewed before a decision regarding fu;ure ESF programs for Semegal is made.

3. Human Rights

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

D. Conditions Precedents (CP) and Covenants

The 515.0 million grant is conditioned on the implementation of a
serles of policy change conditions described in Section IV and listed in detail
in Annex 11 of this PAAD. These reforms are directed to the agricultural

gector and promote measures which will substantially reduce GOS involvement in
the sector.

In addition to the policy change conditiorality, the GOS will
establish a special account in the Central Bank and deposit therein currency of
the GOS in amounts equal to dishursements under the grant. Funds in the

special account may be used for budget support mutually agreed upon by AID and
the GOS.

E. Implementation Plan

Once the Grant Program Assistance Agreement (GPAA) and Financing
Request are signed and evidence has been provided that all CPs have been met,
the Mission will cable a Financing Request to AID. M/FM/PAD will then schedule
payment through the Federal Reserve Electronic Funds Transfer System to the
appropriate account of the GOS in the Chase Manhattan Bank, New York. This
account will remain blocked until the AID Mission Director authorizes release
of funds.

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

F. Major Implementing Agencies

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

%)
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AID Officers responsible for the implementation of this grant ere:

Mrs. Carole Tyson “Mr. Cameron Pippett
Deputy Director AFR/PD/SWAP :
USAID/Senegal S

III. Waivers
There are no walver requests contained in'this program.

IV. Justificatilon to Comgress

A Proposed Project Activity Statement for this ESF Program was contained
in the FY 1986 Congressional Presentation, Annex I, Africa, page 379. No
further notification to the Congress is required in this case.

V. Clearances

The AID/Washington ECPR held November 27, 1985 to review the PAIP for
this grant was chaired by DAA/AFR Lois Richards. That ECPR approved the PAIP
and delegated authorization of the PAAD to the Mission Director USAID/Senegal,
subject to AID/Washington concurrence based on an interim reporting cable.
ATD/Washington concurrence with pragram as contained in the interim reporting
cable was received on December 27, 1985 (State 391765). State 391758, received
December 27, 1985, provided the Budget Plan Code and Allowance.

The Mission PC has concluded that the PAAD be forwarded to the
Director USAID/Senegal for authorization.

VI. Recommendation
That you sign the attached Program Assistance Approval Document

(PAAD) facesheat and thereby approve life of program funding of $15.0 million '
for the Senegal ESF Program, 685-0288.


http:Implementation.of

FY 1986 PAAD (685-K-604) (685-0288)

Annex 7

p.

74

Clearances:

DDIR: Cwmn@wﬁ
ADO: RHarvey 3 !:
ECU: JDamon (drait

RCON: MHorween ‘M9 p—m
PRM: HLubell
RLA: EDragon {draft)




“- ANNEX 8 -

Technical Assistance Flea for Inplerentation of Folicy Reforms

Under USAID/Senegal's Non-Pro:ect Assistance Program

~

Policz‘ Area
A. Privacization of

Rice Import Operations

B. Phasing out of

Price Equalization_ _

C. Agro-Industry

D. Cereals Harkecing
and Pricing

he

Nature of Technical Assi:czance

Initial update of finsacial
status of GOS rice ope-ations

Modalities for rice irport

operations during a two-year
transition scheme

Review of rice import :-perations
following the end of r-e second wzar

Final reconciliation ¢ CPSP's ac:ounts

Background analysis recuired

to assist QOS in devel:ping a pla:
to phase out fixed proiucer price:
for export crops

Analysis of impect of :liminating
monopoly purchasing ani/or import
rights for sectors benzfitting fr:m
price equalization

Study of the relative :fficiency
of individual processi-g and-
management units

Study on criteria for Zetermining
cereals floor prices

Audit of CSA‘'s and CPS:'s
cereals purchasine for the

Status

Completed by Arthur
Andersen in Dec. 1984

Searching for en approp-
riaste coasultant

Mission will organize
a team for early 1987

Arthur Andersen has been
working on this since
9/85 :

Experts will be .
recruited in early 198

Experts in eacﬁ sector
are being recruited
directly by the GOS

BExperts will be recruited
at the end of 1986

Experts will be
recruited in early 1986

An audit firm will be
chasen in mid-1986

Source of Funding

PM and R

Sahel Devel.opment
Policy Project
cof inancing with
the World Bank

To be determined
perhaps Transfer -of
Technology Project

Sahel Dev. Policy
FY 85

Sahel Dev. Policy
FY 85. - ‘

w°i-1& Bank - _

Transfer of
Technology Project/
Possibility of
World Bank
cofinancing

Sahel Dev. Policy
Fy 85

To be determined _

avvd v09-A
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Poli_cz Area

E. Agricultural
Input Distri-
bution and Pricing

Fertilizer:

F. Regional Developnmn
Agenciea

G. Banking Se‘ct:Qr‘\ y

Nature of Technical As:istance

Study of fertilizer distribuzion
in Senegal - proposctls for
organization

Evaluation of the fertilizer
CIP under the Agriciltural Dev.
Assistance Program IY 83

Evaluation of the imact of :he
fertilizer subsidv m fertilizer
consumption and px ivzte sect:r
distribution

Reorganization of the= seed

-multiplication sectcT

Seed Storage Study_ o

No specific studiés; :lanned -

Analysis of GOS monezary and credit
policy and its impacz on the types

and sectoral allocation of credit
in the economy

Analysis of the mearsz of reliquifying
the banking sector wiile enswring that
new liquidity is dirscted to productive

sectors .

Status

Completed by Michigan
State team based in
Senegal and ADO in
March 1985

Comnpleted by Devres
in Sept. 1985

Experts to be recruited
in late 1986

Experts to be recruited
in early 1986

Experts to be recruited
in early 1986

Study completed by
local consultants
in July 1985

Study is in process and
will be completed end
of Dec. 1985

Source of Funding

PM and R

PM and R

Transfer of
Technclogy or the
Agricuitural
Production Support
projects

Sahel Dev. Policy
FY 85
Sahel Dev. Policy

PM and R

Sahel Dev. Policvy
FY 85

avvd v09-1
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H.  Fiscal F:rformance

IRS review of tax administration
in the Direct Tax Department

Detailed fiscal performance study

Real estate tax administration
and prospects of introducing
a fiscal cedaster

Provision c¢f direct technical
assistance to customs and/or
direct rax department
particularly in the area cf
computerizzrion and texpayer
identification :

Completed in Aug. 1985

TOR currently being
formulated

TR to be develomed
with IMF and GOS in
early 1986

TR to be developed
with IMF and GOS in
early 1986

PM and R

Sahel Dev. Policy
FY 86

Sahel Dev. Policy
FY 86

Technology Transfer
project and monies
set aside from the
AFPRP (if approved)

avvd v09-1
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Conditionality for USAID/Senegal's
Non-Project Assistance Program

Conditionalit Instrument
——
~A. Privatization of rice import operations ESP
B. Phasing-out of price equalization ESF.
C. Agro-industry : ESF
D, Cergals marketing and pricing - PLE430ﬂ
o Title I
E. Agricultural input pricing hndididﬁtibQEidﬁ Ag;Pfdd 
o Support
‘F. Phasing-out of Regional Development Agencies'
rula Lln pruductlon relatcid acl lvlLlen EERERTa An ?|'ml
SRR Support
G. Fiscal reform and improved tax administration B AEPRP

(if approved)

H. Improved financial 1ntermediation through S o
the banking sector : AEPRP

(1f approved)

The realignment of conditionality among the various eleﬁents-dff”

the USAID/Senegal non-pro ject assistance program as stated -
above was determined during the ECPR held for this PAIP on
November 27, 1985 Ln AID/W. The ECPR directed that thia table :
be added to the Pau.,

%

-



POLICY Alﬁ‘ GENERAL OBJECTIVES FIRST YEAR USAID " SECOND YEAR USAID WORLD BANK IMP
: B CONDITIONALITY CONDITIONALITY SAC CONDITIONALITY . CONDITIGHALITY
CP's CP's

A. Ptf&gklzltion of
Imported Rice Sector

PROGRAM
INSTRUMENT:
ESP

1. Complete privatiza-
tion of rice import
operations with the
exception of a GOS
security stock.

2. Elimination of
fixed price for
rice to be replaced
by a variable
customs duty.

2, Efficient
functioning of a
GOS security stock.

3. Targets for
payuent of arrear

4. Elinination of

cross-subsidization
of transport costs

of rice.

1. Beinbursement of
arrears on customs
duties.

2. Payment of
outstanding
excess profits
owed te

GIS Tredsury.

3. Cfcllection of
arreacs on credit
sales

Covenants

1. Elimination of
quotas for internal
distribution

of rice.

2. Gradual privatiza-
tion of rice imports
beginning in June
1986.

3. Repayuent of
debt on previous
rice import
operations.

1. GOS will have
privatized internal
discribution of
rice and the
private sector
will be handling
at least 50X of
rice import
operations.

3. Targets for
payment of
arrears on
custons duties
80,000 MT to

of outstsnding
credit will have
been met.

4. SONADIS will
be on schedule
with respect to
payuent of tax
and customs
duties on its
rice imports.

Covenants

1. Critical

review of

1. CPSP will no Nothing in’ thil
longer handle area,-

rice imporcs

which will be

progresaively

privatized.

2, SONADIS

will manage a
60,000 MT security
atock

3, SONaDIS, in
addicion to the

.security stock,

will be importing
guarantee supply
in the regiona
for a transition
period ending
12/82,

4. Remainder of rice
imports will be
privatized and com
trects will be
determined by
international
competitive bidding.

5. The price of rice
will be determined by
the GOS and will re-

avvd %09-d
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4. Hechaniso for
oanaging GOS
security/regulating
stock by June 1986.

5. Increase in
margins to reflect
transport costs to
the region by June
1986.

6. Appropriate
ataff reductions in
parastatals dealing
with rice import
operations.

the rice
importing
syatem will
be wmade
before end
May 1987 with
a vievw to
adjusting
downward

the GOS'a share
of the import
market.

2. Consideration
by end of May 1987
of abandoning a
fixed price and
liberalization of
imports.

flect adequate margins
and transportation costs.

6. Distribution will be
fully privatized.

7. Equalization will be
replaced by a specific
tax and 2 custoas duty.

avvd H09-M
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Ob.

POLICY ARFA

GENERAL OBJECTIVES

FIRGT YEAR USAID -
CONDITIONALITY

SECQHD YEAR USAID
CONDITICQHALITY

HORLD BANX
SAC CONDITICNALITY

IMF
CONDITIONALITY

B. Phasing-out
of price
Equalization

PROGRAM INSTRUMENT:

ESF

1. Critical review of the
economic impact of price
equalization on stated ob-
jectives of revenue stabil-
ization to producers and
price stabilization for
consumers.

2. Gradual phase~out of
the fixed price systex for
export producer prices
(cotton, groundnuts) and
ceansumer prices for vege~
rable oil, sugar and wheat
flour.

3.. Replacement of price
equalization by taxes.

4. Renegotiation of exist-~
iog contracts between the
GOS and monopoly agro-
industries.

5. Developaent of a time tablr
for reducing administrative pro—
tection and financial support

to agro-industries.

CP's

1. Eliwination of
price equalization on
exported groundnuts
and domestically com

sumed vegetable oil.

2. Setting of domes—
vtc consumer price for
coo'.tng 01l in rela-
tion to price changes
in world markets.

Covenants

1. Establishment of a

plan for phasing-out
fixed producer prices

of export crops by Dec
1986.

2., Study of possibil-
ity of replacing price
equalization by a taxr
ation system, conclu—
sions for 12/80.

3. Rice equalization
to be replaced by a
tax which is to be
adjusted periodically.

4. Detailed review of
production costs of
agro—~industries
subsidized by CPSP.

CP'S
1. CPSP will become
a small unit under

the Finance Ministry.

Nothing sppcific on 1. Diaguostic studies
price equalization of CPSP's operations by
but general condi- sector, to be followed
tions on: by an actioxn plan,

2. VWhere feasible 1.
equaliratioa will be effective protec—~
replaced by a fiscal tioa accorded
instrusent. industries.

Reduction in 2. Retail prices of
foodstuffs to be
adjusted periodically
to stimulate production
of dozestic cereals.
3. Producer prices 2, Harmonization

for export crops will of tariff struc—
be alloved to fluctu— ture on imports.
ate.

3. Eliminstion of price controls.

4. Monopoly marketing
rights for export

industries (cotton,
groundouts) will be
eliminated.

-
4. Replacement of rice equalization by a
variable customs duty and specific tax.

Covenants ..
1. With the exception of
sugar, domestic consumer
prices will adjust to
world market trends.

2. A time table for reducing:
subsidies to all sectors
covered by the CPSP (e.g. wheat
flour, sugar, cotton) will be
eatablished by 3/87.

3. Process of renegotiating
and/or suspending support
agreements with agro-industrie:
will be completed by 12/87,

WAL TR
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g *d



http:coo'l.ng

L

. FIRST YEAR USA1D SECOND YEAR USAID WORLD BANK IMF
POLICY AREA GENERAL OBJECTIVES CONDITIONALITY CONDITIONALITY SAC CONDITIONALITY CONDITIONALITY
C. Agro-Industry 1. Reinforcement of the CP's CP's 1. Movemznt towards 1. Reimbursement of out-

PROGRAM

INSTRUMENT

groundnut sector reforms
announced by President
Diouf in April 1986,

2. Adjustment of nil
crushing firms costs and
crushing capacity to the
realities of domestic and
world developments in this
sector.

3. Reduction in GOS
support for agro-indus—
tries as a means of pro-
viding a more balanced
trade—-off between export
crops and food crops.

4. To easure that agro-
industries do not

adjust to the elimina-
tion of GOS subsidies by
accumulating arrears on
the reimbursement of crop
credit to the banking
sector.

1. 011 crushing firms have 1. Crop credit for
adjusted to maintain 1985/86 crop year will

total liberalization
of the groundnut

standing crop credit for
1984/85 crop year by

profitability in face of be fully reimbursed. Bector completing the March 1986. '
of fluctuating production process initiating in
and world prices (through 2. Determinstion will April 1985. 2. Implementation of

be made of which pro-

cessing units in 2., Disengagement of
groundnut and cotton GOS from the ground-
sector are redundant. nwut geed stock.

reduced plant capacity
and personnel).

groundnut sector reforms
anoounced in April 1985.

2. Agro-iodustries will
reinburse all outstand
ing crop credit for
1984/85 crop year.

Covenants 3.
1. Not only will
prices of domestic-
&lly consuned agro-
industries be allowed ~4. An action plan for desl-
to adjust in response ing with groundnut seeds must
to world market com- be prepared and implement
tions (see first year before June 1986,

condition under price

eaualizatioa) but 5. As of the 1989/90 crop
prices will be con- year all subsidies on

sidered as indicative groundnut seeds will be

only. eliminated. .

Creation of a groundnut
seed security stock of
54,000 MT.

Covenants

1. After 1985, there
will be no more direct
GOS subsidy to o1l
crushing firms.

2. By end March 1986, crop
credit due on the seed
stock wil. b2 reimbursed.

3. Scoacos will introduce 2. A financiilly balanced

cost eccounting to deter—
mine efiiciency of each
processing and management

means will be developed for

supporting floor prices for
export crops by 12/87.

unit by 6/86,

4. 01l crushing firms will
develop a financially balanced
means of managing a seed asecurity
stock for 1986/87 crop year.

2
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POLICY AREA

GENERAL OBJECTIVES

FIRST YEAR USAID

SECOND YEAR USAID

WORLD BaNK

CONDITIONALITY

CONDITIONALITY

INT
CONDITIONALITY SAV CONDITIONALITY

D. Cereals Marketing
and Pricing

52230

1. To liberalize
restrictions on
ceresls marketing

as a means of
attracting larger
private traders

into this area thus
increaaing the limited
absorptive capacity of
the current marketing
outleta.

2. To promote the
concept of a flexible
floor price for cereals
which will be adjusted

in relation to the
domescic supply situation.

Self-Help Measures:
1. The GOS wilil
officially announce
before end Dec. 1985
that:
~ any persom or
organization will
be permitted to
buy snd sell cereals
without restriction.
- all restrdction on
gtorage and internal
transport of cereals
will be removed.
~ the producer prices
for cereals will be
considered floor
price.

2. A working group
comprised of the
public and private
sectors will
recommend floor
prices based on
economic crit=ia for
for each crop year
beginning in 1986/87.

3. GOS will under—
take an independent
audit of GOS purchase
of cereals in 1985/86.

4. GOS will creste &

workicg group to study

(Subjcct to
approval of
another

Title I program)

Self-Help Heasures

1. Continued
implementation
of cereals
marketing
liberalization.

2. A mechanism
which does not
lead to an
open—ended
financial
comnitment will
be developed to

’ suppoTt the
floor price

3. A study will
be conducted

to determine
whether
conatrsints

to cereals
marketing have
in fact been
elininated

aechanism for supporting

8 Zloor price for 1986
harvest.

1., Preparatdon of &
cereals plan to be
discussed with donors
in April 1986.

Nothing in this area.

2., Liberalization of
all restrictions on
cereals marketing with
the exception of paddy.

3. Marketing of paddy
will be progressively
privatized as SAED
disengages.

4. Need to maintain a
certain level of protec-
tion for domestic cereals
through a2 high price for
imported rice.

5. Agreement to apply a
quota on volune of rice
imports.

6., Temporary subsidy for
transformed products from
local cereals.
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POLICY AREA GENERAL OBJECTIVES FIRST YEAR USAID SECOND YEAR USAID WORLD BANK P
CONDITIONALITY CONDITIONALITY CONDITIONALITY CONDITIONALITY
- .
E. Agricultural 1. To improve cereals CP to ESF Fertilizer Nothing on Cereals Seeds Nothing in this
Input Pricing seed and fertilizer The GOS will provide 1. RDAs will Fertilizer area
and Distriburion distribution systeas a written statement progressively 1. Fertilizer
by developing private cleared by tbe phase—out gubsidies will
sector involvement. the Ministry of fertilizer credit not be financed
Rural Deveiopment sales. by the Treasury.

PROGRAM
INSTRUMENT :

Agricultural
Production Support
(APS) with some ESF
reinforcement before
APS comes on stream
in the area of
fertilizer,

2. To gradually re-
duce subsidies on
fertilizer as farmers
become accustomed

to paying a cost
price on a cash basis.

3. To encourage the
development of a

plan to ratiomalize
the seed sector by
HMuiting the GOS role.

cthat no state credit
program for fertilizer
sales will be
established outside
of what exists
through RDAs.

APS

1. The fertilizer
subsidy will be
1limited to

CFAF 24/kg in the
first year which
represents approx.
25%.

2. Exoneration on
customs duties and
snd internal taxes
will be maintained
during the life of
the APS.

2. The ferrilizer 2, Subsidies will be
subsidy will be phased-out and will
limited to CFAF disappear by the
16/kg in the 1989/90 crop year
second year or to

approximately 15Z.

Seeds: 3. Fertilizer imports
1. GOS will will be progressively
develop and liberalized from now
iwplement a through 1985/90.

plan to

4. Marketiog will be
progressively
transferred to the
private aector

as RDAs withdraw.

rationalize the
seed sector.

GOS role will

be limited to
research on
foundation seeds
and quality
control.

2. The private 5. Prices will reflect
sector will regional trausport costs.
be performing

the majority of

of multiplication .

storage . sale of

selected seeds by

the end of the

second year,
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.- POLICY AREA

GENERAL OBJECTIVES

PIRST YEAR USAID

SECOND YEAR USAID

CONDITIONALITY

CONDITIOKALITY

WORLD BANK IMF
CONDITIONALITY CONDITIONALITY

F. .Phasing-out
of Regional
Developaent
Agencies® role
in production
activities

PROGRAM
INSTRUMENT:
Agricultural

Production
Support

52230

1, To reinforce the
process set out iun
the New Agricultural
Policy to phase-down
RDAs and restrict
their role in direct
production activities.

2. To reduce personnel
and GOS budget subsidies
required to maintain
RDAs.

3. To define a new
role restricted to
planning and
programming and

the progision of
responsive ex—
tension services.

1., Contract-plans
acceptable to USAID
and including a
schedule of perecnnel
reductions will be
signed berween the
COS and SODEVA and
SOMIVAC by June 1986.
2. The cost of
public service
functions of RDAs
must be fully
budgeted by the GOS
and disbursed,
beginning in FY 86/87.

1. BRDA personnel
must be reduced
according to
schedules in
SOMIVAC and

SAED contract—
plans.

2. All produc-
tion-related
functions at
the regional
level will be
phased-out.

3. Each RDA will

establish an
accounting
systen which

1. Reduction im role
of RDAs to planning
and extension.

2. To eliminate
subsidy needs
according to a
specific time table.

3. To reduce personnel
costs.

clearly distinguishes

between project
funding and GOS-
provided public
service funding.

Nothing in this area.

cg d
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GENERAL OBJECTIVES

FIRST TRANCHE
CONDITIONALITY

SECOND TRANCHE

WORLD BANK

CONDITIONALITY

CONDITIONALITY

IMFP

CONDITIONALITY

G. Fiscal Reform and

Improved Tax Administra-
tion (domestic resource

mobilization).

"PROGRAM .

1. To readjust tax

rates and modify effective
tax rates through better

collection.

2. Through fiscal re-
form and impact of
collection on profit-
ability of certain
investments (e.g.,
real estate) to en-
courage investment

in productive sectors
and in particular
agriculture.

3. To reduce the need
for external budget
aupport to cover
critical repayment

of agriculture debt
and arrears to the
private sectors.

" 4, To rationalize

customs duties so
that imports of
capital goods are
less taxed than those
of luxury goods.

1. Special exemptions
from customs duties

extimated to be $273 m
in 1984/85 will be re-
duced by at least 25%.

2. At least CFAF 20.0
billion will bLe
collected in tax
arrears which are
currently extimated
to be CFAF $3.2
billion or $133 m.

3. Fioalize draft
reform for fiscal
legislation by
Feb. 1986 which is
to be applied
beginning in July
1986.

4. Need to harmonize
tax rates on earned
income and to lower
maximum rates.

l. Implement tax
and customns
reforms as
agreed upon with
wmajor dosors and
GOS tax/customs
experts

Complete feasi-
bility test on
the possibility
of developing a
real estate

3. Serious
consideration
of a proposal to
sell off land
titles to
interested
property

OWners.

4, Comnsolidation
of certain taxes
and review of
corporate and
business taxes

in response to
new policy in

the industrial
sector.

1. Revision of
fiscal code with
a view to
8inplifying the
tax system.

2. Coampletion of
the feasibility
studv on a real
estate registry
sBystem.

December 1985.

3. Revision of
custons duties
and adoption of
of reinforced
customs law,

4, Decislon
to coaputerize

, custons.

1. Implementation
of recommendations
made by an IMF
fiscal teaz.

2. Pinalire the
report of the
National
Commission for
Tax Reform by

3. Reinforce the
National
Committee to
combat customs
fraud.

4. Establishaent
of an ad hoc
commission to
collect tax
arrears.
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POLICY AREA

GENERAL OBJECTIVES

PIRST TBANCHE

CONDITIONALITY

SECOND TRANCHE!
CONDITIONALITY

WORLD BANK
CONDITIONALITY

Ir
CONDITIONALITY

H. Improved financial
intermediation thkrough
the Banking Sector
{(domestic resource
aobilization).

1. To reliquify the
banking sector which
would in turn make
resources available
for productive uses

. particularly in the

agricultural sector.

2. To increase
domestic savings

captured by the banking

system through a
diversification of
savings instruments.

1. Agrecment by the
GOS to take the
question of the
applicability of
current interest rate
wpreads to the WAUM
council of ministers.

2. Study of weans

of providing incentive
for banks to move into
higher rigk areas such
as agriculture and
small and mediumscale
entrepreneurs.

1. Key banks
should begin to
improve the
relationship
between assets
and liabilities.

2. Determination
of technical
assistance which
may be required
to reinforce
developnent banks'
capacity to
analyze swall
companies’

balance sheets,
income statements,
etc.

1. Study on WAMJ
banks 18 to be
undertaken.

2, Accelerated
reimbursement of
of ONCAD debt.

1. Reliquificarion
of the banking
sector through:

(a) reimbursezent of
arrears to the
private sector.

(b) reimbursement of
ONCAD debt.
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5. To rationaiize
fiscal incentives

to the industrial
gector and to
potential agro—
industrial

investors ic
particular (e.g.,
irrigated agriculture).

5. Finalize
recommendations
for dowrnward
revisior and
harmonization of
custous duties
June 1986,

6. Make institution-
al organizational
decisions &s presented
in IRS and IMF repocts.

5. Final decision
on a method for
for computerizing
customs &nd
consolidating
assessnment and
collection
functions.

5. Completiocn of &
ztudy on & property
tax register for
Dakar.
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- ANSTRUMENT

3. To shift the
maturities and sectoral
allocation of credit to
to the ecomomy through
a critical review of
the current interest
rate structure.

4. To reinforce the
capacity of certain
banking institutions
which specialize in
lending for development
purposes and to small
and mediumrscale
businesses.

3, Introduction of 3. Monitoring of
rehabilitation plans sectoral allocation
for key banks in of bank credit and the
difriculty (e.g., balance between short
BNDS, USB, BCS, and medium term credit.
Sonabanque).

4. Progressive
reduction in certain
banks recourse to
central bank rediscount

5. Critical review of’
interest rates and :
services provided with
savings account-
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- MACRO-ECONOMIC TABLES AND DATA

Table no: Title
1 Government Financial Operations -
2 Balance of Payments
3 Monetary Survey L
4 Quantitative Performance criteria under
1984/85 Adjustment Program :
5 Public and Publicly Guaranteed Debt
6 Agricultural Production and Surface Area

of cereals crops .
Agricultural Production and Surface Area of
Industrial Crops
Breakdown of the 1984/85 Groundnut Harvest
_Groundnut Equalization for 1984/85 Crop year
0 Seed Stock Deficit for 1984/85 Crop Year
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Table 1

GOVERNMENT FINANCIAL DPEnQTIDNS 1963/1964 ~ 1984/1985

(Rillions of CFAF)

‘i5B3r84

1. Total Revenues and Grants 201.6
Revenues .~ . , : 189.4
Grants - . lase-

of which: capital 6.0

2. Current Expenditures 205.3
Wages and Salaries C 100. 4
Interest Due on Public Debt T 368.9

of which: external : 36. 4

internal - Q.9

Other 68.0Q

3. Treasury Special RAoccunts (net -6.9

4. Treasury Correspondents (net)
CPSP
Other

S. Current Operations Balance

(1-icapital=—2+3+4) : %i@;
8. Capital Experditures 40,3
gudgetary C10.9

'3

Extrabudpetary L 30

7. Total z=Zxpenditures and Net Lendxngi* _
(2=3=4+6) ‘ 246.

8. Overall Fiscal Deficit
(commitment basis: 1-7)

9. Payment Arrears of the GHVFPWMEht
and Fublic Qgencias

1@. Crop Credit Repavment

ti. Overall Figcal Deficit
{cash basis: 8+9+1@)

12. Finavicing Needs

external Firnancing
Drawings
Trezasury
Other :
Extervial- Debt Reschedullng
Rmortization

o

1984785 -
j;'Prog”'

224.7

2iz.8
T11.9
5.2

a226. 2
129.@
46.8
43.a
. 1.a
71.@

1
!.'I

CRL

Cemp e

t_—b—“

1984785
Rev Nov. -

216.1"
203.9
i2.2
S.Q

217.1
106. 6
44,4
43.8
Q.6
66.1 .
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Table 1 (cont'd)

GOVERNMENT FINANCIAL ' DPERRTIDNS 1983/1984'— 1984/1984
(Billions of CFAF)- - : .

‘1983784 ’1954/95(”"1934/55L

Domestic Financing
Ban&;ng System
Repayment of ONCAD Debt
to Ranks
Nonbank Borrowing
Dther

Memorandum Items:
NMominal GDP
Overall Fiscal Deficit
(comitment basis) e
as a percentage of nominal GDR

Source: 1987/64 F*gures- IMF, ngustf? 1985

1584/85 figures: IMF. VEV1sedeov 16;”

(0]


http:Bor-rowing1.2.20

K-604 PAAD

Annex 10

BALANCE OF PAYMENTS 1982/1983-1985/1986

(Billions of CFAF)

.1982/198aij
Trade Balance -118 6'
Exports (fob) 3 216.7}
of whichs: peanuts ' ,‘59 S
Imports (fob) ‘ 3353
Services (net) | -5@. 4
of which: interest 5-355
on public debt » .37.1
Transfers Sl
Private B 55 0 VX
Public 43,0

'CURRENT ACCOUNT BALANCE

Capital Account
Fublic Capital
of which: amort

of public debt ',"ad;iﬁ

Frivate Capital L1306

Errors ame Omissions 2.6
OVERALL BALANCE

Before rescheduling -59..3

Rescheduled debt 28.6

Aftaer rescheduling -30.7

1983/1984

112.1
239.5

S3. 4

351.5

-81.7

-11.5

LIRSS

Scurce: Direction de la Prevision et de la Con1uncture,
I"Economie et des Fimarcas

Ministers de
December 19835

p. 93
Table 2

1984/1985 '~ /1985/198€6
~103.9 -60. 4
243.7 3213.2
31.8 66. 0
353.6 373.6
-76.6 -~85.0
61.8 7.1
70,0 74.Q
15. 0 17.@
5.0 - 57.0
-116.5 -71. 4
55.2 5:.8
30.2 23.8
39. 4 49,3
2s5.0 28.@
-E1.4 -13.6
35.9 12.3
~26. 4 -6.7

0%
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NONETARY SURVEY, Decesber 1981 - June 1985 -

(Billions of CFAF)

Net Foreign Rssets
Central Banks
Commercial Banks

Dorestic Credit
Clains on Bov't (ret)
Claiss on Private Sector
of which:
crop credit
ordinary credit

Norey and Quasi Money

Other Items (net)

Source: IMF and ECERD

1981 1982 -
. Dee o June
16 133
98,2 -120.7
3.4 12,6
M3 386
7 T2
U6 3204
B3 283
2%.3 3081+
216.9  2m/t
e ane

Annex 10 .

Dec Jume . Dec
15,3 17,8 -i82.5
139,56 -163.4 -170.3

<197 -84 -12.2
MG.1 468.0  490.2
8.5 9.4 1009
B[E TG . L3
B 48 20
®5.8 %7 L3
22,3 6.0, - 2727
25 224 5.0

‘19827 1963 1983

1984

June

-198. 4
-181.5
~16.9

49,7
120.4
369.3

{1.9
357.4

27a.2

151

" 1984

> Dec
-210.1
-181.8
-28,3
S0t.1
122.3
378.8

14,6
364.2

207.1

3.9

- T;blvev 3

1985

~ Jure

Est
-216.3 .
-206. 3
-~12,3

314.0
{27.8
386.2

18.6
367.6

284.7

3.8

|0
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Table 4

QUANTITATIVE PERFORMANCE CRITERIQ UNDER 1994/Bg QDJUSTMENT FROGRAM
(in Billions CFAF) ’

1985
June
Domesﬁic Credit 37{3'-
Claims an BGaverrment (net$  i?{?if
Domestic FArrears of the oy L
Government and Publice Qgencxes —7,v;.
Repayment of ONCAD Deb: to Banks ‘1@ 0}]
New Extarnal Borrowing by the
Govarnmant <or with Government
Buarantee (im Millions of SDRs)
1-12 vears maturity QQ:Q? &B{@;L
of which: 1-3 years mat\rzty 39?0,. 4,0

Source: M’nlbtry ot Eccnomy and rlnance, Dec., ,19841u
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FUBILIC AND PUBLICLY GUARANTEED DEBT* Table 5
(Breakdown by Majgor Lenders of Total OUtstanding Disbursed Debt,
Debt Commitments, and Disbursements) 1979-19823

(In millicons of SDRs)

1373 1980 . . 1981

Suppliers Credits
Qutstandirag, disbursed
Commitments
Dispursaments

Firancial Irmstitutions

]
N
e

Outstanging, disbursad 184, 2 177. 4 16@.7 g -
Cammitmerts ‘ 33.1 15,7 §9.3" 79.4
Disbursements B7.1 ‘se.1 6.4
Mulktilateral Loans L o .
Qutstanding, disbursed 153.2 299.5 - 239.6 3€2. 2
Commitments 58.5 '151.3 146.9 £1.5
Disbursemerts } J37.1 55.8 aL.2 ' s
Bilateral Leocans : il R o .
Outstanding, disbursed 199.6 246.7 417.@ E84. 4
Commitments Y- 1e8.2 181.3 299.5

Disoursamerss 51,7 75.9  ig7.8

Bource: Ministry of Fimance

*medium and long term debt:

507.9
131.6

8rs. =
159. 5

10’
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Table 6

Froduction and Surface Area of Cereal Crops 1977/1978-1984/1985
(In thousands of hectares and tons)

L A N N R R R N N T T YT Y

: CORN R X ) B COWPERS

SURFACE AREA PRODUCTION :SURFACE AREA PRODUCTION -
57.2 11,7
62. 4 18.2
S5. 4 18.8
S4. 3 17.1
68.5 28.8
5.3 12,6
39. 4 12.9
128.5 79.7

YEAR
1977778
1978/79
13973/8@
198w/81
i381s82
1982/83
1983784
1984/85#

53.6 33.8
SE. 4 S4.1
67.7 46,2
78. 4 57.@
55.8 , £8.7
86.2 o 8z.z
79.5 6.6
121.4 146.9

3 RICE -« &' T MILLET/SORGHUM :
YEAR :SURFACE AREA . . PRODUCTION :SURFACE AREA SRODUCTION :
1377/78  : £3. 3 £3.2 1 4. 3 260.2
1978/79 31.3 146.4 : 1254, 7 TSE. G
1379/80 78.7 6.6 967.5 S20.5
136/81 = 67.1 £4.7 1 1116.7 S4T.0 :
1381/88 - &3. 1 120, 2 = 1176. 8 TIE. 4
V382/B3 3 68. 2 105.2 353, 3 585, 2
1383/84 S2. @ 128.% - 783.5 35:.3
(334/85% 1 o 78.2 147.9 : 1335,7 942, &

a2 X2 38 a8 e

.-------n:--a---'..----_ua---n----a-.----
*estimated .

Scurce: Ministry of ‘Rural ‘Devalosment, - Seregial

10l
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Table 7

froduction and Surface Area of Industriél Crops 1977/19?8—1954/1955.
(In thousards of heptares and tons)

19377/78
1378/s73
1373/80
156w/ 81
1361788
1982/63

1383/84 3
1384/83% ¢

*25vimatsa

Sourea:r Mi

PEANUTS

SURFACE AREA PRODUCTION
1161.2 S09.3
1134.3 1@52.7
laa7.3 ' &€72.9

1264.8 S21.3

1012, 1 8€9.3 .

1121, 1251.7
387.5 Se8.8
€04. 6 6@1.2

LR R I R I A I I ]

nistry of Rural. Develcoment,

88 A3 Az S2 S2 23 68 35 20 s a8 s W W

. COTTON

SURFACE AREA FRODUCTION
47.1 47. =
48.3 3.8
30.9 27.&
29.9 2.2
3%. 3 33.7
36. 1 43,7
33. 4 31.2
38.8 : 4@, 2

Seregal

A8 €4 @3 46 4 43 a8 24 a5 B2 s & e me ®
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Table 8

BREAKDOWN OF THE 1984/85 GROUNDNUT HARVEST (in metric tons)

I. Total verified production

01l Seeds:
SONACOS
SEIB

Seed Stock:
SONACOS
SEIB

II. Triturated
SONACOS
SEIB

III. Edible Groundnuts
SONACOS :

IV. Total (excluding losses: and:seeds)’

235,482"
184,040
(176.359)
etk

"(-38,231)
(9,51)

124,858
( 93.818)
( 31,040)

- 3,670
( 3,670)

187,710°
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K-604 PAAD : Annex 10
Table 9
GROUNDNUT EQUALIZATION FOR'1984/85CROP YEAR' (MILLIONS OF . CEAF)

I. Expenditures
11,041

Variable costs
SONACOS : ‘(10;580)
SEIB ,§3;(451)

7,752

Other costs A
SONACOS (7,127)
SEIB - (626)
Compensation for fixedfcééfﬁﬂ 4,606'v
SONACOS B (3,453)
SEIB (1;153)
Total Expenditures 23;3995
II. Receipts :2515!1
SONACOS (22,517,
SEIB -5 (781,

Total Recelpts

III. Balance +1010

107
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SEED Stock. DEPICIT 7oR 1984705 Gl YEAR' GHiLIons G cpap)

I. Expenditures'

Direct Purchases
SONACOS
SEIB

Blocked Storage
SONACOS

SEIB

Other expenditur‘és
SONACOS
SEIB

II. Receipts
Retained earnings 2 :
SONACOS (2,645)
Sales of Surplus
seeds
SONACOS
SEIB
Totzl Receipts‘

III. Balance
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I.

. THREE-YEAR® CONDITIONALITY PLAN FOR'ESF- ASSISTANCE

BRIVATIZATION OF RICE IMPORT OPEPATIONS'

FIRST YEAR

A, Conditions Precedent to Disbursement

1.

2,

3.

b

Reimbursement of CFAF 5.0 billion in" arrears on’ customa duties on”

imported rice to GOS

Payment of a minimum of CFAF 500 million by the CPSP. to’ the GOS ini
the context of sums due on price. equalization’ for @ imported’ rice

operations.

Collection of CFAF 400 million in arrears on ruce credit salesi

made in 1983 and 1984.

B. Covenants

1.

Announcement by February 1986 that, begioning in July. 1986,

Senegal will progressively privatize rice. import operations and‘

internal distribution through the elimination of a quota system.
The GOS reserves the right to designate a specific wholesaler to
distribute rice in the event of a rice shortage in any given
region.

To facilitate the transfer of imported rice operations from CPSP
to private importere, the f£final reconciliation of the CPSP's
accounts will be completed by April 1986, o

The introduction of a mechanism to manage ‘the - GOS

security/regulating stock by July 1986 with a corresponding

reduction in the level of CPSP's persomnel.

The CPSP will reimburse a cummulated sum of CFAF 10.0 billion in
customs duties and will collect an additional CFAF 400 million of
arrears on earlier credit sales by July 1986.

. Beginning in July 1986, regiohal retail sale prices of rice are to

reflect adequate margins and the full cost of transport. Prices
will be considered maximum prices and not as fized prices.

p. 102 .
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SECOND YEAR

A. Conditions Precedent to Disbursement

1. The GOS will have completely privatized internal rice diatr:l.but:l.on;

and the private sector will be responsible for at least. 50% of
rice imports.

2. The regulating/security stock will be in place.

3, Targets for payments of arrears on customs duties and fora

collection of arrears on earlier credit sales will have been met

4. SONADIS will be on schedule with respect to the payment of custome{

duties and taxes on imported rice.

B. Covenants

1. The GOS will undertake a critical review of the new rice importing
system before May 1987 and will recommend, 1f appropriate, a
reduction in the privileged position accorded SONADIS.

2. The GOS will study the possibility of abaadomning the fixed price
of rice and of further liberalizing rice import operations subject
to the World Bank's conditionality that an overall quota on rice

imports is not to exceed 340,000 MT for the period through 1989.
The conclusions of tha study will be available before end May 1987,

THIRD YEAR

During the third. year, liberalization objectives Jor the imported rice
gector will be met.

II. PHASING-OUT OF PRICE EQUALIZATION -

FIRST YEAR

A. Conditions Precedent to Disbursement

1. The GOS agrees’ to eliminate price equalization on exported
groundnut products and on domestically consumed vegetable oil.

2. The GOS authorizes the ofl crushing firms to recommend adjustment
of the domestic consumer price for cooking oil in relation to
price fluctuations on internaticnal markets and local market
conditions. 01l crushing firms are in turn liable for taxes and

duties on imported vegetable oil and for export taxes on groundnut
oil.

|
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B, Covenaﬁta .

1.

The GOS will establish a plan before December 1986 for:phasing-out’'
fixed producer prices of export crops in favor of ‘a flexible floor ~

price mechanism before October 1987,

The GOS agrees to complete a study before December 1986 on the
feasibility of replacing price equalization by a fiscal instrument
(i.e. export taxes, tax rebates, internal taxes).

The GOS will undertake to perform a detailed review of the
production costs of agro-industry being subsidized by the CPSP
with a view to establishing a time-table for reducing CPSP's price
supports. The review 1s to be completed before December 1986 and
the time table should be completed by March 1987 and should
include all sectors covered by the CPSP.

Price equalization on imported rice will be replaced by July 1986
by a special tax that will be readjusted periodically.

011 crushing firms will pay all customs duties and taxes on
imported vegetable oil and on exported groundnut oil in' a timely
fashion through CY 1986.

SECOND YEAR

A. Conditions Precedent to Disbursement

1.

The CPSP will be converted into a small unit. under the Finance
Ministry.

To the largest extent possible price equalization will be replaced
by flexible use of flscal instruments.

The producer price for export crops will be free to fluctuate in
relation to international price fluctuations and domestic supply

,conditions within the context of a floor price mechanism.

.The monopoly purchasing rights of agro-industries (oil" ctuéhing

firms and SODEFITEX) will be eliminated.

1>
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Covenants

1. With the exception of sugar, the domestic consumer prices will‘be
allowed to adjust in relation to changes in market conditions. N

2. A detailed time-table will be established before March 1987 for

the progressive reduction of subsidies accorded by the CPSP to the
wheat flour, sugar and cotton sectors.

3. The process of renegotiating and or suspending curreat contractual

agreements between the G0S and agro-industries will be completed[

by the end of December 1987.

THIRD YEAR
Significant progress will be made with respect to the phasing-out of price

eqhalization for agro-industries and the mechanism for adjusting floor prices
to producers and indicative prices to consumers will be flexible.

III. REFORM OF AGRO-INDUSTRY

FIRST YEAR

A. Conditions Precedent to Disbursement

1. 011 crushing firms are given GOS approval to take all necessary
measures required to maintain profitability in the Fface of
fluctuating rproduction levels and internationmal prices (e.g.
through a reduction in excess plant capacity and persomnel) .

2. Agro-industries (cotton and rice) will reimburse all outstanding
crop credit for the 1984/85 crop year.
S50NACOS will reimburse the crop credit and interest owed to the
BECEAQO with respect to groundnuts for crushing.

3. The second tranche of dollars 5 million will not be disbursed
until SEI8 has reimbursed the totality of the capital . plus

interest owc? with respect to purchases of groundnuts for crushing
for the 1964/85 crop year.

I
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B. Covenants 

1. After 1985, there will be 'mo more ‘direct GOS: subsidy to. o1l
crushing firms (with the possible exception of the seeds sector)

2, By end Harch 1986 crop credit, due ‘on the seed stock for the
1984/85 ciop year, will be fully reinbursed, : ,

3. SONACOS' will submit to an. in-depth audit of its processing and
management units to be completed before end December 1986, B

4, Oil crushing firms will develop a cost efficient means of managing
a "groundnut . securityvstock for the 1986/87 grops year.

SECOND YEAR

A. Conditions Precedent to Disbursement

1. Crop credit for the 1985/86 crop year will be fully reimbursed-" by
agro—-industries.

2, Meumwuymﬂmumnmthrduﬂedﬂdmwoﬁﬁﬁumt
processlng plants for groundnuts and cotton will be studied 'withia.

view to determining the relative utility of each'pisnt.
B. Covenants

1. Before May 1987, the floor prices for producers of export crops
should adjust to respond to changes in market conditionms.

2. Before end of 1987 a financially balanced mechanism msstJ be
introduced by the oil crushing firms to support flnor prices to
producers. :

3. Before July 1987, the products of agro-industries which are used
for the domestic market (e.g. cotton oil, groundaut oil) will be
subject only to an indicative price which will be adjusted upward
or downward in response to changes in market conditions.

THIRD YEAR

Crop credit for the 1986/87 .crop year will be fully reimbursed by the
~ agro-industries before release of the final year's disbursement.



