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UNITED STATES INTERNATIONAL D:.\’«’...OPNENT COOPLRATION AGENCY
‘ AGENCY FOR INTERNATIONLL DEVELOGMENT
. WASHINGTOK D C 20523

ACTION MEMORANDUM FOR THE ASSISTANT ADMINISTRATOR FOR AFRICA
~ v

’ ' 'J.)') /4.,

FﬁOM s AFR/PD, Laurence Hausman QJL /

SUBJECT: TOGO: Cereals Trade leerallzatlon Program (693~0229)
PAAD

I. Problem: Your approval is requested for a grant of $7.850
million from the Economic Support Fund appropriation account to
the Government of Togo (GOT) for cereals trade liberalization.
It is planned that the entire amount will be obligated in FY
1986.

II. Discussion: This program furthers the structurel
adjustment and policy reform processes agreed upon by the GOT
and IBRD. It will lead to the liberalization and privatization
of cereals export trade by removing legal restrictions (and
introducing an export licensing system) and by limiting the
role of TOGOGRAIN (a GOT parastatal presently having a legal
monopoly on grain exports), to management of national food
security stocks. A k2y consequence will be increased farmgate
prices and improved price stability. There will be a clear
incentive to increase cereals procuction and export earnings.

The $7.0 million cash transfer will be disbursed in two egqual
tranches (FY86 and 87). It will ameliorate Togo's balance of
payments problems. The local currency equivalent will be used
for: a) management of essential data analysis (about $1.0
million) and relief of storage and transport constraints to
cereals trade ($4.0 million), the latter through an
intermediate credit facility for farmer groups and cereals
exporting merchants; and b) local currency costs for an IBRD
road maintenance project to begin in 1987 ($2.0 million). The
initial conditions to the grant are for legalization of maize
exports, approval of an appropriately timed and broad scheme
for issuing export licenses to private traders and creation of
rules for delimiting the scope of TOGOGRAIN's market inte:ven-
tion to regulatory use of security stocks.

$850,000 will finance U.S. technical assistance to enable
creation of the licensing mechanism and improve market and crop
forecasting analyses.

An indicative budget of AID program expenditures is given below:

Dollars (AID) First Year LOP
Technical Assistance
Short-Term TA 100 100
Long-Term TA 735 735
Evaluation === _15
SUB~-TOTAL 835 850


http:COOPCRA7I.ON

Local Currency (GOT)
Support to Office of Agri. 750 1,000
surveys and Statistics &
Offjice of Development

Studies ‘
Agricultural Credit Bank 2,340 4,000
Credit Facility
Road Maintenance Co-Financing =-- 2,000
- TOTAL 3,925 7,850

The ECPR approved this project on June 18, 1986, with some
minor corrections to the PAAD.

In addition to the standard conditions precedent (specimen
signatures, and designation of authorized representatives),
which will apply to the Limited Scope Project Grant Agreement
for technical assistance, the following conditions precedent
and covenants will in substance be included in the Program
Grant Agreement:

1. Conditions Precedent to the First Disbursement

Prior to the disbursement of the first tranche of U.S. dollars
under the grant, the Grantee shall snow evidence that it has:

"a. formed a Cereals Export Licensing Commission
authorized to determine the volume of exports and
licenses;

b. publically announced the change in the legal status of
maize exports and the government's commitment to
permit exports of cereals subject to preservatioa of
national food security:;

C. approved that cereals export licenses will be issued
as early as September and no later than November in a
given crop year and will remain valid at least until
the following March;

d. in collaboration with AID, defined responsibilities
for management of the Cereals Export Liberalization
Program in Togo.

2. Conditions Precedent to the Second Dollar Disbursement

Prior to the disbursement of the second and final tranche of
U.S. dollars under the grant, the Grantee shall furnish AID
evidence that the Grantee has carried out the following:

a. furnished cereals export licenses to private sector
traders in two crop years beginning as early as
September but no later than November in each crop year
valid at least until the following March, if crop
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estimates so warrant, on the basis of an open and fair
licensing system with export volumes determined
eqploying estimates of production, national
consumption needs, and security stock requirements;

regularly published and disseminated information on
crop production and producer and consumer prices from
data gathered by the Office of Agricultural Studies
and Statistics;

evidenced satisfactory progress in removing
constraints to the grain trade through provision of
credit to farmer groups and export traders through
CNCA;

prepared a detailed plan for the issuance of export
licenses in 1987 based on refinements of the process
employed in the first year, as informed by studies by
SOTED; and

made an acceptable proposal to AID for the continued
use of .ts counterpart local currency contribution for
the second and third years of the Program.

Covenants

The Grantee shall covenant not in any way to
discontinue, reverse or otherwise impede any action it
has taken in satisfaction of any conditions precedent
to initial or subsequent disbursements, except as AID
agrees in writing;

The Grantee agrees that is will inform A.I.D. in a
timely fashion of any facts or circumstances that
might materially affect the Program, the Grant or the
discharge of responsibilities under the Agreement.

The  Agreement and the Grant will be exempt from any
taxation, duties or fees imposed under laws in effect
in the Republic of Togo;

For purpose of defermining the amount of local
currency required by the Grantee for the
implementation of this Program, the Grantee shall use
the highest rate of exchange which, at the time of
disbursement under the Grant, is not unlawful in the
Republic of Togo:

The grantee shall covenant that it will promulgate a
detailed set of intervention rules for TOGOGRAIN which
limit its cereals purchases to the level agreed upon
in the existing Structural Adjustment Credit of the
IBRD/IDA:



f. The Grantee shall covenant that parameters for the use
of local currency under the grant deposited in the
CNCA for on-lending will be presented to AID for
review and approval before any loans are made.

III. Special Concerns:

IEE: The Initial Environmental Examination approved categori-
cal exclusions for dollar and local currency funds applied to
technical assistance, analyses and studies; categorical
exclusion for local currency applied to capitalization of an
intermediate credit institution, and a deferred decision on
local currency co-financing of less than 25% of an IBRD road
maintenance project until the total contribution is determined
and, if greater than $1,000,000 equivalent, the environmental
procedures of the major donors have been reviewed.

Implementing Agencies: The Government of Togo's Office of
Agricultural Surveys and Statistics (DESA), Office of
Development Studies (SOTED) and a to-be-formed Cereals Export
Licensing Commission are the major implementing agencies
involved. A Limited Scope Grant Agreement for short- and
long-term technical assistance will be negotiated with the GOT;
these funds will allow AID to directly choose a competitively-
selected contractor.

Officers responsible for project: Sydney Bliss, USAID/Togo's
Rural Development Officer, is responsible for this project in
the field. Howard Helman, Chief of AFR/PD/CCWAP, is the
responsible officer in AID/W.

Gray Amendment: Gray Amendment entities will be encouraged to
participate in this activity either as prime contractors or
sub-contractors.

Iv. Justification to the Congress: The Congressional Notifica-
tion was sent forward on July 25, 1986. The 15 day waiting
period e:pired on August 8, 1986.

V. Recommendation: That you sign the attached PAAD authoriz-
ing a $7,850,000 grant for Togo.

VI. Attachments: 1. PAAD



APPROVED /42@26;\_\

DISAPPROVED

DATE ,'QVJ, >s /S IT
A 22,

Clearances:
AFR/DP:JPatterson 3913 NS (draft)

GC/AFR:AVance 6891 NS (draft)
AFR/CCWA:PGuild 2664 NS (draft)
AFR/CONT:TRattan 2744 NS (draft)
AFR/PD:AHarding 2637 NS (draft)
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M/FM/PAFD:EOwens 624 SA-12 (draft)
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AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON. D.C. 20523

ACTION MEMORANDUM FOR THE ASSISTANT ADMINISTRATOR FOR AFRICA

r ~
FROM : AFR/PD, Carol Peasley(;,;c”y~“7

SUBJECT : Togo: Cereals Trade Liberalization Program (693-0229),
PAAD Amendment

Problem: Your approval is requested to amend the PAAD for the
subject proyram to permit revision of one Conditicn Precedent and
deletion of one Covenant.

Discussion: The PAAD for the $7.85 million dollar Togo Cereals
Trade Liberalization Program was signed and funds authorized on
August 25, 1986. The approved PAAD included two provisions which
mistakenly go beyond decisions made at the ECPR aad are additional
to the proposed conditions and covenants we cabled in July to the
field following the ECPR. The mission prepared and negotiated the
grant agreement for the program on the basis of our July cable. A
signing ceremony is scheduled for August 29, 1986. If the mission
has to renegotiate its agreement, the obligation will be delayed
until Septemper.,

The two provisions in question are as follows:

(1) The PAAD includes as a Condition Precedent to first
disbursement a statement that the Government will have: "approved
that cereals export licenses will be issued as early as September
and no later than November in a given crop year and will remain
valid at least until the following March."™ Our earlier cable did
not include the phrase:"and will remain valid at least until the
following March."™ As a result, the mission has negotiacted with
the Government of Togo a grant agreement which does not include
this provision.

The concept of export license validity through March of
the following year is considered to be key to the success of the
program. However, even if the language is not in the first
disbursement CP, the mission, assures us that the export licensing
.System announced by the Government will provide for licenses to be
valid through March. The March validity pericd is stated in the
program description of the grant agreement; it is also reaffirmed
in the Government's letter of request for the AEPRP. We believe
that these are adequate protections and that the intent of the CPp,
as written in the approved PAAD, will be complied with even if the
CP is revised to delete reference to the March date.

(2) The PAAD includes a statement that "the Grantee shall
covenant that parameters for the use of local currency under the



grant deposited in the CNCA for on-lending will be presented to
AID for review and approval before any loans are made." This
covenant was not discussed at the ECPR and seems to have been
included to comply with Agency desire to ensure that local currency
credit programs comply with AID policy. While the concept is
important, it is inappropriace to add as a covenant at the last
- minute. The covenant should be deleted from the authorization.
Instead, we will advise the nission to request in PIL #1 that
local currency lending procecures be agreed upon by AID and the
Government of Togo before any local currency is disbursed for
lending.

In summary, we believe that the two provisions in question
can be deleted from the PAAD without jeopardizing the objectives
of the program.

Recommendation: That you approve the revised pages 33-35 of the
Togo Cereals Trade Liberalization PAAD, thereby deleting "and will
remain valid at least until the following March" from Conditions
Precedent l.c and deleting Covenent 3.f in its entirety.

y //Z:C—x__~
Approved: j74Z)4?
v

Disapproved:

Date:Q‘?}( 2—1?’/ / 9 YL

Clearances:

.7 . i
GC/AFR:BBryant / hoal Date i
AFR/DP:JWolgin ‘m( e Date A /3 §/C
AFR/CCWA:JColes |\ .« .. Date ;. [~
DAA/AFR/WCA: LRlcha“rds U Date R

Drafted by:AFR/PD:CPeasley:8/27/86:pmd:#1732H
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EXECUTIVE SUMMARY

The goal of the Cereals Trade Liberalization Program
in Togo (CTLP) is to further structural adjustment currently
being undertaken by the goverrment (GOT) in collaboration with
the World Bank (IBRD/IDA). Successful structural adjustment
will contimue the progress towards real economic growth achieved
in the past few years. An important element is strengthening
incentives to producers of export and food crops. The purpose
of the AEPRP/ CTLP is to effect the liberalization and
privatization of the cereals export trade by establishing an
export licensing mechanism and reenforcing limitation of the
rele\lzsant parastatal to management of national food security
stocks.

Togo, with the assistance of the World Bank and
International Monetary Fund (IMF), has been successfully
restructuring its economy. CDeterioration in the macro accounts
lessened sharply in 1982, with some degree of recovery recorded
in 1984 which continued in 1985. In this period, the origin of
Gross Domestic Product (GDP) has shifted significantly towards
primary agricultural products and away from construction and
mining. Long-term growth and development depends on contimued
progress in the agricultural sector, especially in the
production of food.

Although the agronomic potential for increasing productivity -

and production of maize, the major food Crop, appears to be
substantial, inter- and intra-seasonal price variation adversely
affects producer incentives and farmers' willingness to invest
in productivity-increasing technical packages. Large cereal
surpluses in good yerrs are met with iusufficient domestic
demand and depressed prices. Policies limiting cereale exports
to the parastatal TOGOGPAIN have exacerbated the problem by
restraining imvolvemsnt of the private sector in cereals trade
-- thus further reducing demand and creating uncertainty and
risk for private traders interested in meeting external demand
for Togolese maize. .

The CTLP program has the following basic components: (a) a
$7,000,000 program grant to be disbursed in two anmual tranches
conditioned on the GUI"s opening the export market for maize to
the private sector through a licensing system and limitation of
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TOGOGRAIN's market intervention; (b) a technical assistance
grant of $850,C00 for improvement of the crop forecasting and
agricultural market information services, design of the export
licensing system, and regulation of the food security stocks'
management so that significant private domestic and export
cereals trade is workable and (c) the local currency equivalent
of the dollar transfer to be used by the GOT to relieve priority
constraints on post-harvest cereals trade experierced by farmer
groups and craders (storage, transport, management, etc.)
through a loan facility, financing of a roads maintenance
project. with the TBRD/IDA, and support of the essential
informavion services.

Opening the cereals export market to the private sector will
have significant positive effects on producers, consumers, the
private sector and the GOT's budget. Togolese farmers will -
benefit from higher and more stable prices as a result of the
increased demand represented by the export market and because of
their enhanced ability to store cereals well into the marketing
year to take advantage of higher prices. Consumers will benefit
from more stable prices. The private sector's capacity to
perform marketing services, both domestic and for export, will
be enhanced. Govermment outlays to cover the financial losses
of TOGCGRAIN will decline as the parastatal refrains from
significant intervention in domestic and foreign cereals
marketing and the private sector assumes the predominant role.



I. SETITING

A. THE MACROECONOMIC FRAMEWORK
Background
— e

During the past decade Togo has experienced great turbulence
in its economic affairs. In 1975 the country's export enclave
industry (phosphate mining) met a fourfold increase in the
international price for its product (just as a large=capacity
expansicn program was completed at the mine) and Togo embarked on
a very ambitious phase of state investment. However, the price of
phosphate rather rapidly declined from the mid-decade peak, so
that as early as 1978 external payments arrears were being
accumulated. Many of the state investments of this time showed
negligible positive (or even negative) cash flow. Cash cropping
of cotton, coffee and cocoa was milked -o provide government
revenues. Togo turned to the IMF (June 1979) for assistance.
Deterioration in the macro accounts lessened sharply in 1982, with
some degree of recovery recorded in 1984 which continued in 1985.
Attention has shifted to managerial and investment policies and
resources required to sustain a precarious recovery, as the
country remains highly wvulnerable to shifts in commodity prices
and weather and must service a debt which absorbs at least
one-third of export earnings.

Togo 1is not more than 120 kilometers wide but is about 520
kilometers north-south, with a well-developed port and a good
north-south road. Located between the revolutionary regimes of
Ghana and Benin and bordered to the north by Burkina Faso - but
itself ©politically stable since 1967 - Togo has become an
important regional re-exporter. Togo is in the upper ranks of
low-income sub-Saharan countries with regard to most indicators of

general econowic status, but is below average on most health
indicators and in adult literacy. It is a comparatively open
economy, with some 35 percent of the GDP of $673 million (1984)
bcing exported. Not surprisingly, the 11 percent of the labor
force in the trade sectors (commerce and transport, industry)
contributed 50 percent of value added in 1984, but the 77 percent

of the labor force working in agriculture accounted for only 32
percent. Under IMF guidance, the GOT's budget deficit has been
reduced from 17 percent of GDP in 1979 to less than seven percent
in 1985. Domestic consumer prices have been nearly stable over
the past two years. As exports have recovered somewhat in the
rast two year$ and external payments arrears have nearly been
eliminated, imports of maintenance/rehabilitation goods have
recorded some increase. )

Recent Growth Performance

Togo's GDP is estimated to have increased by seven percent in
1985 (3.4 percent in constant prices). As population increases by
some 2.6 - 3.3 percent annually, real per capita growth was
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somewhat below one percent, nevertheless the best performance
of the last decade. In 1965 real GDP was about one percent

below the 1980 level. Aggregate consumption has remained
stagnant, implying substantial real per capita declines in the

quality of life. (Real per capita income has dropped roughly

one-fourth since 1980.) Throughout the stabilization period -

the origin of GDP has shifted significantly towards primary
agricultural products (led by foodcropping) and away from
construction and mining. In spite of large public investments
in hotels and in commercial infrastructure, commerce, tourism,
transport and communications have just barely held their
decade-opening shares in Togo's stagnant economy.

What has constrained Togo's growth? The major constraints
have been: inappropriate economic policies and management,
scarcity of financial resources, and neglect of agriculture.
In 1982-83 the Government of Togo (GOT) began to change a
number of policies and wmanagement practices, redress the
neglect of agriculture, and negotiate increases in concessional
assistance while continuing to renegotiate the external debt.
Annual changes in some major indicators, 1979-85, are presented
in Table One. A discussion of each constraint follows.

Government Role in the Economy

Over one-third of Togo's GDP 1s accounted for in GOT
expenditures., As indicated in Table One, the GOT budget
deficit amounts to around seven percent of GDP, Furthermore,
"The public enterprise sector plays a decisive role in Togo's
economic activity, investments and public finance.” (IBRD, May
1985). Public sector investment programming 1s summarized in a
three year rolling plan (within a six year indicative plan),
first initiated in 1984, The World Bank plays an important
part in investment planning. Currently and in the medium term,
the limited resources available for public investment are
planned to be used principally for rehabilitation and
maintenance of infrastructure, and secondarily for new core
investments in agriculture, transport and hydroelectricity.



TABLE ONE: Togo: Balance of Payments, 1980-85
(In billions of CFA francs)

985
1962 1963 1984 Revised
1980 1981 Prov, Prov. Estimate Estimate
A, Current Account -20,1 -25.8 =31,6 =29,7 =10.5 -30.1
Trade balance -10.2 -10.2 =-12.3 =-17,2 3.8 -12.3
Exports, £.0.b. 100.5  91.4  99.4  88.0  104.6 109.4
Coffee 5.0 5.4 6.2 4,9 3.0 9.7
Cocoa 8.2 8.2 5.6 5.5 21.0 5.8
Cotton 1.9 4.4 4,9 6.6 7.4 14.3
Phosphate 28.7 30.1 29.0 29.0 40.0 42,2
Clinker 1.9 5.5 12.7 13.5 2.6 -
Other 25.5 7.9 6.6 6.1 6.1 6.4
Re-exports 29.3 29.9 34.4 22.4 24,5 27.0
Imports, f.o.b. -110.7 =101.,6 <-111.7 =95.2 ~100.8 -121.7
Consumer goods a/ ) -57.6 =66.1 =55.0 -58.0 -59.3
Capital plus inter=) -84.2 =35.7 =33,5 =31.7 -32.2 -51.2
mediate goods )
Petroleum products =26.5 -8.3 =12,1 -8.6 -10.6 ~-11.2
Services (net) -28.1 -31.6 =35.3 =38.6 =39.0 -44,1
Freight & Insurance (net) =-18.5 ~-16.2 =17.0 =15.0 -14.9 -18.1
Interest on debt due -11.8 <-13.4 ~-16.3 =21.6 =21.2 =22.5
Other 2.2 -2.0 -2.0 -2.0 -2.9 -3.5
Unrequited transfers (net) 18,2 l6.0 16.0 lé6.1 24,7 26.3
Private 1.7 1.0 2.5 1.4 1.5 1.5
Official 16.5 15.0 13.5 14.7 23.2 24,8
B, Capital Account 13.7 38.3 7.1 48,4 29.7 24,0
Nonmonetary capital (net) 5.0 41.9 10,1 48,2 26.6 24,0
External borrowing 24,6 20.0 25,5 28.0 29.2 35.5
Debt amortization due -34,3 -33.0 =-33,3 =~29,7 -34.9 -36.2
Debt rescheduling 18.0 24.9 2.1 33.7 23.4 14,8
Short—-term private
capital b/ -3.3 30.0 15.8 16.2 8.9 10,0
Monetary capital (net) 8.7 -3.6 -3.0 0.2 3.1 —-—
C. Overall balance (A+B) -6.4 12,5 =24,5  18.7 19.2 -6.1
D. Allocation of SDRs 0.5 1.0 - - - -
E. Payments arrears (decrease =)c/ 8.7 10.8 36.2 ~-13.0 1,54/ =2.0
F. Net reserves (increase =) -2.8 -24.3' -11.7 =5.7 " =20.7 8.1
Of which: net use of
Fund resources 2.9 (2.9) (-=) (8.8) (5.8) (3.2)

Sources: BCEAO; SNI; OPAT; OTP; Direction Generale du Plan; and IMF estimates

gj Includes imports for re—export; 2/ Includes errors and omissions;
¢/ Reduction through cash payments; ,
d/ Of which CFAF 2.0 billion accumulation of CIMAO arreats attributed to Togo.
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Governmental influence upon the private sector has been
immense, but is declining somewhat, particularly in the
industrial sector. Price controls are limited to efforts to fix
profit margins for a number of basic products, to setting utility
rates and to fixing freight and passenger tariffs. A renewed
effort is under way to attract private investment to Togo. A
Ministry of State Enterprises was created in September 1984 to
improve management of state enterprises (there were about 30),
either preparatory to closure or privatization (of some 20
concerns) or rationalization of accounts. Also in 1984, a new.
_tax system was implemented and the investment code was revised.
A customs reform is pending as is a careful statement of
long-term industrial policy.

Agriculture continues to be heavily influenced by public
policy. Producer prices of major cash crops (coffee, cocoa and
cotton) are set by the Export Crop Marketing Board (OPAT). Price
levels typically have been set so as to impose a heavy export tax
upon producers, a situation which is being ameliorated with
guidance from the IMF and IBRD, About ten percent of government
revenues come from taxation of crop expurts and from export crop
trading. Exports of foodcrops were banned by the government in
1960 and have only recently been permitted through sales by
TOGOGRAIN, a grain marketing board. TOGOGRAIN attempted until
1985 to stabilize grain prices, but now should be limited to
maintaining a security stock of some 10,000 tons. Fertilizers
and pesticides are imported only on public account. Until very
recently, the GOT attempted to assist the small farmer only
through geographically~defined development schemes: the
evception, a centralized credit program, was a failure. The GOT
is now on record as favoring improvements in the market as a
means of increasing small farmer incomes and productivity. (See
Annexes G and H.)

External Transactions

The most recently available (8/85) balance of payments
accounts for Togo (1980-85) are reproduced from the IMF in Table
One. Trade flows in 1980 were the highest recorded to that date,

as was external debt outstanding. Although imports for re~export
(primarily to Burkina and Niger) are included, significant

unrecorded trade (largely imports from Ghana and re—exports to
Nigeria) is not estimated in the official data. The over-all
balance has been positive in the period. There has been a net
increase in reserves, now amounting to about eight moaths of
normal imperts. Given the decline in export receipts,’ this has
been accomplished by suppression of import demand, particularly
for consumer goods, an actlon accomplished largely through
IMF~-guided fiscal  measures without extensive resort to
licensing. Notewocthy among commodity trends are: 1n exports,
cessation of clinker exports, the recovery in phosphate receipts
and the high variation in receipts from major cash crops; in
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imports, the sharp increase for capital/intermediate goods
estimated in 1985. Net food imports (including 16,000 metric
tons of food aid in 1984 and about 10,000 in 1985) have been as
follows (USAID):

1980/81 63,000 mt
1981/82 83,000 mt
1982/83 90,000 mt
1983/84 67,000 mt
1984/85 55,000 mt

About 50 percent of imports are of wheat, and 45 percent
rice. Data on exports (or re-exports) of foodgrains are not
available; although official shipments included 54,000 tons of
maize re—exported to Niger in 1984 (EEC financed) and 4,700 tons
of maize to Cape Verde in 1985 (West German financed). It is
believed that significant unrecorded exports of maize to Burkina
and Niger take place, of which some proportion represents
re—-exports of Ghanaian maize.

Agriculture Sector

There are about 270,000 farms in Togo cultivating some
560,000 hectares annually. Average .farm size is 2.1 ha (3.3 in
the north, 1.4 nearer the sea). Nationally, about 16 percent of

the land is cultivated. About 40 percent of the country's soils
are considered to be “poor” with an equal proportion called

“relatively rich”  and the remainder "naturally rich"
(Agricultural Credit Bank (CNCA), 3/86). In 1984 some 15,500

tons of fertilizer ware applied on 82,000 hectares, of which 40
percent was for foodcrops (CNCA).

Some 430,000 hectares are planted annually in major crops,
with area and value added in 1985 distributed as follows:

('000 hectares) (Value added %)

Maize 180 27.9
Mil/Sorgho 100 30.7
Coffee/Cocoa* 80 23.3
Cotton (1985)% 70 16.1

* Export crops

The government faced declines in marketed volumes of its
major export crops in the late 1970's resulting in reduced
incomes and verms of trade for the rural sector. The food=crop
sub-sector was characterized by only marginal increases in levels
of production and staemant or declining rates of productivity
growth. Moreover the high interannual variability in production
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was accompanied by high intraseasonal variability in prices
which provided negative price signals to farmers. This limited
incentives to invest and plant larger areas to food crops,
compounding the negative effects of climatic factors.

TABLE TWO:

Production of Major Foodcrops, Three-Year Averages

(1973/74-1975/76, 1977/78-1979/80 and 1982/83=1984/85)
('000 Metric Toms)

Period
Crop 13/74=75/76 77/78=-79/80 82/83-84/85
Maize 126 140 153
Mil/Sorgho 110 119 136
Yams 403 457 461
Manioc 441 378 366
Rice 21 15 14
Beans 14 13 25
Peanuts 18 19 1§

Note: The latter two three-year periods each includes one
exceptionally good climatic year (1979/80 and 1984/85)

Source: Direction des Enquetes et Statistiques Agricoles

The government perceives that the 1low levels of
productivity are a serious constraint to increased levels of
food security. Additionally, the entire food-crop system is
particularly vulnerable to weather wvariability. With a
population growth rate of nearly three percent, growth in food
production is well behind cthat rate. The government, in its
first Structural Adjustment Program in 1980, reversed 1ts
historical emphasis on export crops and began reassessment of
the constraints to increasing 1levels of food security.
Analyses of the food crop systems done in the early eighties
indicated that the major problems lay in the level of
performance of the major agricultural institutions and the
weaknesses of preducer }ncentives.

+ World Bank. "Proposed Development Credit For A Second

Structural Adjustment Credit"”, Mai, 1985; and FAO.
"Rapport: Mission de Securite Alimentaire et

d'Identification des Projets"”, Togo,
September, 1983
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The agronomic potential for increasing productivity in food
crops appears to be substantial, while the level of domestic
demand in Togo for waize, in particular, is small compared to
the, production potential. The SOTED study - (1981), using
historic rates of maize production and consumption, projected
the surplus of production over consumption as increasing from
8,000 metric tons in 1980 to 19,100 in 1985 (confirmed by
Production figures) to 34,000 metric tons in 1990 and 57,000 in
1995,1 Application of technical packages of inputs and
cultivation practices for maize (as distinct from experience
with other crops) has succeeded in increasing yields from 0.8
to 2.8 mt/ha, indicating the technical production potential.
Production increases will depend on productivity increases, of
course, as labor constraints and environmental factors in Togo
largely prevent extension of surface area.

There are serious constraints to realizing these potential
increases in productivity, however. The amount of technical
assistance and improved outputs reaching the farmer is limited
by the low level of performance of the agricultural extension
system, the existing credit program and agricultural research
efforts, Technical packages are not being developed or, where
they exist, are not effectively disseminated by the
agricultural services. luproved seeds and inputs for food
crops are not as available as they are for the traditional
eéxport crops, and the credit programs in place have been
largely restricted to coffee, cocoa and cotton producers.
Together these constraints constitute serious obstacles to
improvement in productivity.

An equally serious constraint is the lack of incentives to
the farmer to increase production and invest in improving
levels of productivity. Producer prices are highly unstable.

High prices in a poor crop year lead to increases jin the area
planted for maize in the next cropping season, and with good
weather, result in larger surpluses of maize and a depressed
market. In 1984-85, a large surplus of maize, up to 20,000 mt,

according to the GOT, resulted in severely depressed farmgate
prices.

Export demand does mnot act to remove this excess supply

from Togolese markets, although an extensive informal foreign
trade in grains is alleged to exist with maize imports from

Ghana and export$ to Burkina Faso and Niger. The unofficial

T Societe togolaise d 'Etudes de Developpement, “Diagnostic du

Marche des Produits Vivriers et Facteurs Explicatirs du
Mouvement des Prix au Togo", Juin, 1961,
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GOT policy has appearently been to acquiesce to this informal
trade while the official policy has been, until recently,
categorically to prohibit exports. TOGOGRAIN was the only legal
exporter of cereals until 1985, when exports by private traders
were permitted on a very limited basis. The government's policy
was to protect domestic availabilities against regional demand,
particularly from Nigeria. One consequence has been that the
private sector has not developed the capacity to play anything
more than a minor informal role in the export marke:.

Another constraint on providing strong price incentives to
farmers lies in the inefficiency of the marketing system itself.
High consumer prices do not uniformly translate into increases in
farmgate prices. Typically the small farmer has substantial
needs for cash at the end of the soudure, the lean period with
lowered food stocks immediately preceeding the harvest in July.
Cash is needed for paying off loans and for consumption
expenses. Often, debts to merchants are paid in kind at
harvest. Sctudies indicate that farmers, after taking what they
need for their own stock, sell or otherwise transfer some 65
percent of their available marketable stock in the reriod
immediately after the harvest. This is the period in which
prices are at their seasonal low. Thus the farmer does not
benefit from higher prices later in the wmarketing year. The
major constraints are the farmer's need for seasonally available
cash and the lack of a capacity to store significant volumes of
grain for sale later in the season at higher prices.

The fragmented marketing system which transfers grain from
the production areas to the major urban coasumption areas is such
that transaction costs serve to limit farmgate prices to some
extent. Market prices in Lome reflect transport costs, storage
and a number of small intermediate margins for each transaction.
These charges, while not in themselves excessive given the
conditions of roads and storage, necessarily limit the producer's
share of the final consumer price. The major study done on the
marketing system to date indicated that the farmer does not
perceive the possibility of entering directly into the marketing
system at any other than the primary sales level. They typically
sell in small 1lots and do not seek price advantages by
transporting produce to other wmarkets or negotiating with
merchants beyond the immediate harvest period.1

< World Bank, Examen de 1l'Intervention Gouvernementale dans

la Sommetcialisation des Produirs Vivriers au Togo"”, January
1984,
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B. POLICY FRAMEWORK

Beginning in 1979 the Government of Togo undertook a
Struetural Adjustment Program financed by the IBRD/IDA as well
as a series of Stand-by Arrangements with the IMF, The first
Structural Adjustment Credit (SAC) assisted in the development
of a new rural development strategy and a medium—-term producer
Price policy for the major export crops of coffee, cotton and
cocoa. The major objective of the SAC has been to restructure
incentives and institutions within the economy, particularly
within the agricultural sector.

The agricultural policy component of the first SAC centered
on price incentives to the private sector and consisted of
policy changes to increase real producer incomes for export
crops. The key point of the new Strategy was to alter the
terms of exchange between the rural and urban sectors in favor
of the rural producers. Improved incentives were seen as
necessary to smooth out production variations and to get
farmers to invest in improved levels of productivity. Thus
adjustments to the price systems for food-crops were to be
accompanied by a series of programs to make productivity
enhancing packages available to farmers.

In the food crop subsector the government moved very slowly
to reform the price policy affecting farmer incentives,
However, it did acknowledge the need to move toward a more
liberalized cereals marketing policy. It lifted restrictions
on commercial purchase of Jomestic cereals in 1982, Prior to
that the government had attempted to control both consumer and
producer prices by using its food marketing parastatal,
TOGOGRAIN, as a price-setting mechanism in rural markets,

The intent was to restrict increases in consumer prices
through sales on the open domestic market and to restrain
"excessive” growth in both producer prices and commercial
margins. The Bank convinced the government that this policy
was  counterproductive and fiscally unsustainable. The
government responded by agreeing to limit TOGOGRAIN's role to
that of maintaining a security stock of 10,000 tons of grain, a
major change in the government's approach to the foodcrop
subsector. Thus at the end of the first SAC the government had
made significant moves to restrict its role in the foodcrop
subsector and anticipated a more comprehensive policy change to
liberalize the cereals export market. :

The Government of Togo negotiated a second Structural
Ad justment Credic with the IBRD/IDA in May 1585 to expand on
the progress made in the first pProgram, particularly in the
implementation of the rural development strategy developed
during the first SAC. (See Annex H.) There are three
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components of the SAC IIL, two focussing on price policy
constraints and one major component centered on reform of rural
agricq}tural institutions. These are:

= the development of a price mechanism that would adjust

producer prices to world market levels and increase
production incentives;

= the phased liberalization of the export market for
food crops; and

= institutional reform to improve the delivery of
extension services, input supply and rural credit.

For the major export crops of coffee, cocoa and cotton the
government has already instituted price changes and price
adjustment mechanisms that are more representative of world
market prices and provide stronger farm-level incomes. It has
also moved to increase private sector supply responses by
agreeing in principle to 1liberalize the food crop export
Process which had heretofore been a government monopoly. (See
Annex G.)

The objective of export market liberalization is to expand
the overall level of demand for foodcrops, especially cereals,
and increase farmer revenues by opening up surpluses to
export. The Government of Togo now sees the private sector as
the main channel through which to export fecods. Further, the
private sector is the preferred alternative to using a state
marketing board such as TOGOGRAIN to support prices. In
practice, this reform, along with investments in infrastructure
and market inforwation systems, should transiate into higher
producer prices and farmer revenues, the prerequisite to
greater investments in improved technology.

As noted above, Togo can, in most years, produce more maize
than its domestic market can ubsorb. Thus the most appropriate
response is to export quantities of maize to neighboring
countries that have structural food deficits. The logic of the
approach’ is that a liberalized export market would act to drive
up producer prices to regional parity levels. Improved price
- incentives for producers would thus encourage the productivity
investments that the government feels are necessary to meet
future domestic food needs. (See Annex F.)

For the export liberalization program to have the desired
effect, however, the government's program of institutional
reform and investment in infrastructure becomes critical. In
the Structural Adjustment Program for the agricultural sector,
the government has begun to carry out a major institutional
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restructuring accompanied by an enlarged investment program in
the sector, primarily fiuanced by IDA, as follows:

— restructuring the extemsion services of SOTOCO (the
cotton agency) and SRCC (the coffee and cocoa agency)
under the Ministry of Rural Development and
strengthening of the Regional Rural Development
Offices (DRDRs) to decentralize the extension system;

= 1improving the supply of inputs through the DRDRs and
the development of agricultural credit services by the
Agricultural Credit Bank (CNCA) to serve better the
food crop sub-sector;

= 1ircreased investment, through credit and direct
investment, in improved storage facilities at the farm
level, and transport and marketing infrastructure;

= dimproved farmer access to credit by extending the
CNCA's services in local savings mobilization,
expanded coverage and, over the longer term,
implementing a credit system based on crop collateral;
and

= 1improved seed production, agricultural research and
farming techniques.

Following failure to adhere to the performance criteria
under a stand-by arrangement (SBA) with the IMF negotiated for
1981-83, Togo successfully complied with three SBAs (March
1983-May 1986). A subsequent SBA covers the period May 1986 -
May 1967, Financial performance criteria have aimed at
restricting the budget deficit and the rate of expansion in
domestic credit, freezing public sector short-term external
borrowing, and reducing domestic arrears of the government.
Furthermore, the IMF has consulted closely with the World Bank
in conditioning SBAs on structural reforms in domestic pricing
policies and on privatization of state enterprises. Successful
performance under the SBAs has been a virtual precondition for
debt rescheduling under the Paris Club, concluded most recently
in June 1985,

To date, the ‘government has moved to implement many of the
reforms set out in the SAC, including the 1limitation of
TOGOGRAIN's role in cereals marketing and the improvement of
farmer access to credit to improve input supply. AID, early in
1986, began to work with the government on the cereals export
liberalization process through discussions and negotiations
which have culminated in the present African Economic Policy
Reform Program PAAD for Togo. The Cereals Trade
Liberalization Program (CTLP) will carry the reforms
agreed between the IBRD/IDA and GOT several steps further along
the mutually desired and necessary course.
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II. PROGRAM DESCRIPTION

- A, RATIONALE AND PURPOSE

GLogo confronts a situation where significant cereals
production potential 1is constrained by insufficient price
incentives for producers. The danger Togo faces is that
periodic cereals deficits will increase in frequency and
severity as production incentives are eroded by low prices in
good production years. If Togo fails to find a way to exploit
its ceieals production potential, then periodic shortfalls in
rain will lead to larger and larger deficits in those years,
The rationale for the export policy reform rests on a demand
driven marketing system as the means of providing the critical
producer incentives to Togo's cereals farmers. By creating
additional demand through the export market, producers will, at
the minimum, be assured that their marketable surplus will be
cleared. In the long run they will receive higher farmgate
prices.

The AEPRP/CTLP will assist the GOT to implement its program
of cereals export marketing liberalization. This policy reform
will be facilitated through technical assistance in crop and
price monitoring and forecasting and the GOT's wuse of
counterpart local currency to finance storage and transport

system improvements. Two necessities have to be faced by the
pProgram:

1. The immediate export program must be established so as
to induce the private sector =- farmers and traders ——~to make
the necessary investments in stock, capital equipment and
marketing efforts that will enable them to play a truly
significant role in exporting cereals.

2. Mechanisms must be established that will assure the
government that exports will not contribute to food shortages

and cause consumer prices to reach unacceptable levels.

The government and its primary collaborators in the donor
community have agreed that initially an export liberalization
program, based on issuance of export licenses, needs to be put
in place. Such a system would provide significant safeguards
of Togo's food security, a major worry of the Togolese
government, while still providing the private sector with
incentives to export. s Analysis by AID shows this to be
feasible.

The purpose of the AEPRP/CTLP program, therefore, is to
support and concretize a significant portion of the structural
ad justment and policy reform process agreed by Togo and the
IBRD/IDA, taking it further: specifically to effect the
liberalization and privatization of the cereals export trade by
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removing legal restrictions and reenforcing limitation of the
parastatal TOGOGRAIN to wmanagement of national food security
stocks. This is intended, in time, to increase and stabilize
farmgate prices and increase both cereals production and export
earnings. And it is highly desirable that GOT resources as
counterpart to the AID cash transfer be applied to removal of
key constraints to export trade in cereals, especially storage
and transport.

B. ELEMENTS AND FPROCESS

The AEPRP/CELT will be grant funded and tranched over two
years (FY 66 and FY 87). First disbursement (for other than
technical assistance) will be conditioned on the GOT's
legislation of maize exports, approval of an appropriately
timed and broad scheme for issuing export licenses to private

traders, and creation of rules governing TOGOGRAIN's limited
scope for market intervention. The program will have three
primary elements: (1) an export liccasing system supported by
a process which forecasts exportable surplus and sets license
quantities so that. food security 1is assured; (2) improved data
collection and analytical systems which inform the above
process; and (3) application by the GOT of its local currencies
(1) to capitalize an intermediate credit facility available to
farmer groups and exporters to relieve grain storage and other
immediate constraints to export marketing, and (ii) for
investment in an expected IDA roads maintenance project.

The licensing system will be Iimplemented over a two year

period with the establishment of an interim licensing system in
year one. In year two and for the subsequent years, a fully

developed licensing system will be in place.

Year One Activities

= In year one of the program the Togolese government will

make a public announcement concerning the legalizatioa and
opening of the cereals export market under a licensing

system and will also publicize the licensing procedures.

= The government will establish the institutional mechanisms:

for making decisions on the volume of exports to be allowed
and an administrative system for the issuance of licenses.
AID will provide technical assistance to the government in
setting up the administrative licensing system to assure

the widest and most flexible access by the private sector.

= The export volume for the first year will be based on
estimates of production, national consumption needs and
security stock requirements. AID will provide technical
assistance in the preparation of the production forecasts
for determining the exportable volume; and the GOT will
provide operations support for this.
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= The GOT will begin issuing licenses as early as September
but no later than November of 1986, provided that

roduction forecasts 1indicate adequate supplies. The
icenses will remain valid from the date of issue at least

until the period of March/April. And, as supply
availability and price conditions warrant, their validity

may be extended.

- After the iaitial maize harvest period, the AEPRP/CTLP will
begin two long-term technical assistance activities, which
the GOT will support, to improve existing crop forecasting
and price monitoring capacity and to develop information
about the marketing system. The relevant government
agencies will  begin to disseminate current market
information through the ©broadcast and print media.

Regional market price information will also be made
available to potential exporters.

- The government will put in place an investment program
using the local currency counterpart to improve the

efficiency of the export marketing system. This will
include loans to producer groups ang traders for storage
and marketing facilities, and the ©planning of other
investments, primarily in road improvement, that will

permit wider private sector participation in the export
marketing process.

- TOGOGRAIN will opurchase cereals at prices reflecting
prevailing market prices in order to maintain its security
stocks at the limits agreed upon with the IBRD/IDA under
the existing Structural Adjustment Credit. TOGOGRAIN may
sell maize on the export market only as part of its stock

management program when it is clear that no shortfall of
cereals will take place. ’

Year Two Activities

The program activities for the second year are largely
centered around the further liberalization of the export market
to permit a larger role for market forces in the determination
of export volumes. The system would still provide significant
safeguards against food shortages. In addition to production
forecasts, infurmation, on price levels will be wused to
determine export volumes.

- The government and AID will review the administrative

system for issuing licenses and make alternations as
necessary.,
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- The results of the periodic cereals marketing system
studies will be used to identify ways in which the
marketing system can be made more efficient. This will

4 Serve as the basis for further refinements in the
government's program to support the private sector's role
in the export marketing system.

= Investment and loan programs using counterpart local
currency will continue. AID, with the government, will

review the effectiveness of the programs and make
appropriate recommendations.

The Export Licensing System

As noted above, licenses issued in the September-November
period will remain valid from the date of issue at least until
the period of March/April, and may be extended. This aspect of
the program is critical to the liberalization process because
it will allow exporters a wider opportunity to take advantage
of regional export market Price signals. Shortened periods of
license validity can create risks to exporters that would
constitute barriers to entry into the export narketing
process. Similarly, permitting licenses to be issued at the
earliest possible time after the production forecasts have been
made will give exporters greater opportunity to buy on the
domestic market at advantageous prices in anticipation of
export opportunities later in the year.

Precise procedures for licensing will be developed by the
GOT, assisted by short-term U.S. technical assistance, in the
program's first two months. The export volume formula for the
first year of the program will be developed in July, Thus
licenses will be Put out to buyers before the harvest season
begins and granted for specified volume units of cereals,
perhaps in 250 sack units, each sack consisting of 100 kgs., A
buyer will be able to purchase as many licenses in units of 250
sacks as he wishes. Licenses would no longer be 1issued when

the government's volume limits were reached. Merchants will
then have the right to export while the licenses avre valid.

Determination of the Export Volume

In year omne, as noted, AID will provide short=term
technical assistance to accelerate the provision of production
forcasts for the major maize production zones in' Togo's
Maritime, Plateaux and Centrale regions. The crop production
forecasts, plus information on consumption trends and food
Security stocks will be used by an interministerial commission
in deciding on its recommendation of the volume of maize
exports that will be available for export under license in the
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first year., The formula for year one compares forecasts of
production with estimates of national consumption and stock
building needs. The formula will specify a volume of maize
exports that does not negatively affect food security.

The Maritime, Plateaux and Centrale regions are the major
maize producers and their first harves: period falls between
July and September. Together, their production, in the first
harvest alone accounts for nearly 80 percent of the total
annual production of maize in the country. A second harvest in
Maritime and Plateaux regions and the primary harvest of
sorghum/millet in the Kara and Savane regions during November
and December make up .the remaining 20 percent of the maize
supply, and all of the sorghum/millet supply. Nearly 65
percent of the country's entire cereals production comes from
the first harvest in the Maritime, Plateaux and Centrale
regions in the period July through September.

Total annual maize consumptfon needs are calculated on the
basis of per capita consumption of maize in rural and urban
areas, seed requirements, a spoilage and weight loss allowance,
and security stocks required by TOGOGRAIN. Forecasts of
production ir the first harvest, net of estimated consumption
needs, will indicate either the shortfall that will have to be
made up by importing food or the surplus over normal
requirements. The results of the estiration procedure will
permit the government to make Jecisions concerning the issuance
of export licenses. For example:

=~ If the first harvest yielded a volume that is clearly in
excess of annual national maize needs, then the government
will grant export licenses in line with the general purpose
of strengthening producer prices.

=~ If the first season indicates that the volume harvested is
insufficient for national requirements and cannot be made

up by the second harvest in December, then the government
will not issue export licenses.

-~ 1f there are indications that the harvest is only slightly
below total annual maize needs, then the government can

permit some level of maize exports, with the expectation
that the second hé;vest can more than satisfy the remaining

cereals needs, create a surplus and permit further cereals
exports., In this instance, the government may ptefer to
walt until the results of the second maize harvest and the
sorghum/millet harvest are known in December before making
a decision.

~
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At the end of the first year of the program the GOT will
establish an export volume formula relying less on forecasts of

production surpluses to determine surpluses and more on price
data. Producer and consumer prices would thus act to trigger

the licensing process.

Improving Forecasts of Crop Production and Prices

Immediately after the Program Agreement is signed, crop
production forecasts will have to begin. They are the
responsibility of the Office of Agricultural Surveys and
Statistics (DESA) of the Ministry of Rural Development. That
institution will be given short-term (two months) immediate

U.S. technical assistance so that forecasts can be completed by
September and decisions made on licensing volume for the first

year. Longer-term U.S. technical assistance will be provided
to strengthen the capacities and operations of DESA beginning

the following winter and extending through two harvest
periods. (See II-D below, and Annex E).

Counterpart local currency under the program will finance
the intensified operations of DESA in systematically collecting
and analyzing data on crop production and prices, as improved
by lomg-term U.S. technical assistance. The data that are
generated will be disseminated to producers and traders as part
of the overall program to improve the price formation process
in the cereals market.

lmproving Understanding of the Maize Marketing System

It will be necessary, concurrently, to test the assunmptions

underlying the Cereals Export Liberalization program to ass.st
adjustment. That is, the organization, operation ancu

performance of the cereals market will need to be monitored in
order to determine what further technical and financial

interventions the GOT should make to improve its efficiency.
This will be the responsibility of the Office of Develozuent

Studies (SOTED), to which technical assistance aud local
currency resources under the program will be applied as above.

Investment in Storage and Transport Improvements

To expand the capacity of the private sector to export
cereals, counterpart local currency under the program will be

applied by the GOT to overcome certain important constraints.
Local currency will be employed to capitalize the Caigse
Nationale de Credit Agricole (CNCA), an intermediate credit
institution, which will on-lend to farmer groups and exporters
for investment in grain storage, transportation and managemeat
facilities and the like. The parameters for such use will be
agreed to by AID in advance of the opening of this lending
window in the CNCA; bur AID will not reserve the right to
review and approve individual loans.
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Local currency is also expected to be applied by the GOT to
improving market access for cereals exports trade through

support of an intended IDA roads maintenance project. This
awi be appraised in 1986 and, 1if found germane, would be an

important step to relieving this major constraint.

C. IMPLEMENTATION

1. Dollars

The PAIP for a Togo AEPRP (October, 1985) proposed $10
million in funding for chree components: a Commodity Import
Program (CIP) for trucks and agricultural inputs, a CIP and

farmer credit program to address input, market and on-farm
storage constraints to food production, and technical
assistance to reenforce implementation of policy reform. Given
AID/W guidance concerning likely funding levels, preferred
program content and the necessity for fast disbursement, the
strategy was revised. The program level was reduced to include

only two dollar components: (a) a $£7.0 million cash transfer to
further policy reforms already agreed to in principle with the
IBRD/IDA (SAC II), and (b) a $850,000 technical assistance
package to support and help implement reforms that will

grivatize the export trade iu cereals and limit the parastatal
OGOGRAIN to maintenance of a resevve food crop. (See Annex A

for cable exchanges.)

Alternative mechanisms of non=project assistance were
rejected elther because, as in the case of agricultural sector
support, cthe linkages to the chosen policy reform were too
indirect aud lagged in time; or, as in the case of a CIP, the
burden on Mission management would be disproportionately
large. In addition, discussions with other donors and private
entrepreneurs revealed that a CIP for trucks could not be

Jjustified, and a CIP for production inputs was inopportune
given the projected activities of other donors.

Following normal cash transfer procedures, the use onf
dollars by the GOT is not specified in this AEPRP/CTLP
program. The uses of dollar finance for technical assistance
are set forth in section C-3 below. Technical assistance will

be applied over approximately a three year period beginning in
July, 1986.
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2. Local Currency

Given the criteria of fast disbursement and concentration
on Policy reforms, the dollar cash transfer will not generate,
in the strict sense, local currency. The GOT, however, will
set aside the FCFA equivalent amounts of each dollar tranche,
with conversion made at the highest legal exchange rate. This
will be used by the GOT for two purposes: (a) to finance local
costs of technical operations essential to management of the
licensing system (crop forecasts, market studies,
rules-formulation for TOGOGRAIN), and (b) relief of constraints
te cereals export marketing in the country (grain storage at
source, transport, management, etc.).

For the latter, two implementing mechanisms are envisaged.
First, a Cereals Commercialization Credit Facility at the CNCA
will be established, and this capitalization will be available
for on-lending to farmer groups and traders engaging in cereals
production and distribution aimed at exportation. Lozns will
be for post-harvest activities and facilities. The largest and
most important use 1is expected to be finance of grain storage
and transport to export points. This credit scheme should
absorb about $4.0 million in local currency equivalent and
evolve into a revolving fund limited to uses consistent with
the purposes of the program.

Up to $3.25 million FCFA equivalent is expected to be
on-lent at existing medium—term rates to farmer groups for
grain storage investments in particular =- especially to those
groups already receiving GOT, NGO or donor production and
expansion assistance. The Ministry of Rural Development's
Division of Cooperation will assist the CNCA to develop a
priority list of borrowers and provide the necessary extension
services. Although both organizations have been plagued by
failures to acnieve outreach and service delivery (CNCA's
repayment rates have historically been very low), recent
efforts to rejuvinate the two unique national organizations
offer increased confidence.

The second wmechanism for disbursing counterpart loecal
currency to relieve marketing constraints is envisaged to be
local cost financing (up to $2.0 million equivalent) of a
porticn of the 'new IQA roads maintenance project and those
elements of it which treat to some degree actual market access
problems of cereals producers. The IBRD/IDA is expected to
appraise this project in the summer of 1986, and financing
arrangements should be concluded in 1987. If this 1s delayed
beyond the point at which the second tranche of the AEPRP /cmLp

dollar cash transfer is to be delivered, then alternmative uses
will be decided between AID and the GOT.
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3. Technical Operations

Jechnical operations of the program supported by both
dollar and local currency resources will assure that the policy
reforms undertaken by the GOT have the best chance of working,
in the short- and longer-runs. The distribution of resources
among operations is indicated in section II-D, below.
Operations will be of three types: (a) formulation of the
cereals export licensing procedures and of the rules of
TOGOGRAIN's disengagement from the export market (except for
emergency stock managament), (b) crop production and price
forecasting and monitoring, and (c) rapid reconnaissance of the
maize marketing system.

Technical operations will be set forth and agreed to in a
Limited Scope Grant Agreement (LSGA), separate from the Program
Grant Agreement, having a Project Assistance Completion Date
(PACD) of September 30, 1989. For the purposes described below
and partially to fund a final evaluaticnm, $850,000 will be
granted to the GOT, And the local currency equivalent of
$1,000,000 will be the contribution of the host government.
(See II.D., below.) The A.I.D. grant will be used entirely for
provision of technical assistance and associated needs procured
from U.S. institutions following appropriate competitive
procedures. Goods will have their source/origin in Togo or in
countries included in A.I.D. Geographic Code 94l.

a. Licensing Procedures and Rules

The cereals export licensing system to be established under
the AEPRP/CELT must have clear procedures in place before it is
decided what the level of exports can be and licenses are
offered for sale. Conditions Precedent to disbursement of the

first dollar tranche of the program grant will require, inter

alia, the formation of a Cereals Export Licensing Commission
and definition of its responsibilities. The GOT will also
covenant that it will promulgate a set of detalled rules
governing the intervention by TCGOGRAIN in the cereals market,
limiting those to management of the strategic grain reserve.
These actions are essential tc the policy reform that 1is the
objective of the cash transfer. It 1is anticipated that
USAID/.Jogo and the GOT will need a brief technical assistance
effort (July-August, ,1986) to assist achievement of and
agreement on these innovations. (See Annex E., Scopes of Work.)
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b. Crop Production and Price Monitoring System

Ensuring national food security is the Government of Togo's
principal concern regarding the liberalization of the cereals
export market. The export licensing system described in the
previous section addresses this concern by providing the
government a means for controlling export levels. An effective
export licensing system, in turn, depends upon a reliable and
accurate cereals production and wmarket information system to
(1) determine the volume of exportable surplus, and (2) signal
when to stop issuing licenses before national food security is
endangered. The government lacks confidence in their present
means of forecasting cereals production and their system for
monitoring rural and urban wmarket prices. Inadequate
institutional capacity to accomplish these tasks is a major
constraint to a viable cereals export liberalization program.

Responsibilities for the collection of agricultural
preduction and price statistics rests primarily with the Office
of Agricultural Surveys and Statistics (DESA). DESA collects
the following information:

- postharvest production estimates;

- wonthly rural market foodcrop prices;

- estimations of crop yields;

= surveys on crop production costs; and

- an agricultural census once every 10 years
(1982 latest).

The Office of General Statistics (DSG) is responsible for
collecting foodcrop prices at the retail level in Lome. A
third institution, the Office of Development Studies (SOTED),
has produced an analytical study on foodcrop marketing (1981),
but it does not regularly collert agricultural information.
The Agricultural Price Analysis Unit within the parastatal
charged with marketing cash crops (OPAT) sets producer prices
for coffee, cocoa and cotton. It does not collect or analyze
any data on foodcrops.

There is no evidence of collaboration or coordination among
DESA, SOTED and DSG. For example, DESA does not have copies of
the urbun retail prjce statistics collected by DSG. This
absence of institutionmal links is a handicap to the produntion
of useful information on the current agricultural situdtion. A
mechanism for systematizing the exchange of agricultural
information should be one of AEPRP/CTLP'g outputs.
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DESA's capacity to carry out its responsibilities is
circumscribed by the lack of trained analysts and
statisticians, the absence of a full-time cadre of enumerators
trajined in survey techniques, and inadequate physical and
logistical resources. Behind all these constraints lies a lack
of adequate fiscal resources. The effect is evident in DESA's
handling of crop production and price monitoring activities up
to now. .

Currently, crop production (annual yields) is estimated by
using FAO methodology, sampling fields on 624 farms in 210
villages. Area cultivated is estimated, providing production
estimates which are then adjusted by census results.,
Production figures from this approach are available only after
the harvest. Crop production estimates are issued monthly, but
the figures appear arbitrary and sometimes vary considerably
from month to month.

The estimation of foodcrop prices reveals a lack of
analytical expertise in DESA. Rural market prices for maize on
a monthly basis are available for at least the past five
years. Though the wmethods used to collect these prices have
not been reviewed, the prices appear to be consistent with
expectations for this time frame. However, no analysis of
these data has been undertaken by DESA. Data are presented in
tabular form disaggregated across regions and towns. Even
basic data aggregation and trend analysis have not been
performed.

These two cases underline the fact that DESA suffers from a
severe lack of trained staff. Currently there are only two
individuals trained in statistics, one of whom is the director
whose time 1is devoted to administration and management.
Regional supervisors and survey controllers have general
agronomic degrees and represent the only other full-time
professional staff. Enumerators, who carry out the annual crop
production survey, are part-time employees with no job
security. They are recruited individually for each survey and
the turnover rate is high. This means high training costs and
little long-term experience. DESA has no one trained in the
use of microcomputers and no computer hardware. Its capacity
to analyze data is minimal because there is no one on the staff
trained in economics or agricultural economics.

DESA and i:s associated institutions will have to furnish
two specific types of information aud analysis for the
implementation of the export licensing system: crop forecasts
for maize and producer and consumer maize prices.

(1) Crop Forecasts =~ Provision of reliable forecasts of maize

production will allow the government (through the Ministry
2f Commerce) to determine a safe (non-threatening to food

AU

j

\\ N



(2)

- 25 =

security) volume eligible for export. The export
licensing system requires the issuance of licenmses
based on forecasts rather than on after-harvest
figures for the following reasons.

(a) Allowing exports only after both maize harvests are
complete (December - January) would effectively
eliminate the producer from benfitting frou the
increased demand and prices generated by exports.
Since approximately 65 percent  of producers'’
marketable surplus is traditionally sold at the first
harvest in July-August, knowledge then of a volume
eligible for export and of current prices, would
enable farmers to make better selling and storage
decisions.

(b) Allowing exports only after January, when prices begin
to rise rapidly, would make purchase for export less
attractive to traders due to higher purchase costs.

(c) Past GOT policies on cereals exports (e.g. ad hoc
after-harvest licensing) has discouraged ©private
sector investment in establishing export markets and
developing the capacity to meet regional demand. For
private traders, knowledge of an impending surplus and
of the the opportunity to obtain an export license
would provide them with the time to develop their
domestic and external market arrangements.

In addition to maize forecasts, crop production estimates
for sorghum/millet and close attention to the condition of
cassava and yawms will be required since the state of these
crops (accounting for 47 percent of the Togolese diet) has
a preponderant bearing on the level of food security in
Togo. An exportable surplus of maize will be, to some

extent, defined by the state of food crop production as a
whole.

Producer and Consumer Prices - Accurate monitoring of maize

price variations at the rural and urban market level will
provide the government with a relative measure of its
scarcity. In the second year, when the system 1is
operational, an analysis of wmonthly estimates and price
variations will b€ used in conjunction with production
estimates to determine when or i1f the issuance of. export
licenses should be suspended. Combining the price
indicators of relative supply with production estimates
should provide a more precise understanding of the state of
availability of maize and food generally in Togo.



- 26 -

DESA will require immediate short=term technical
assistance. The purpose of this assistance will be to prepare
crop forecasts for the current harvest (July-September) and to
refine and apply a formula for determining the existence of an
exportable surplus. Secondly, DESA requires extensive
technical assistance to overcome its institutional weaknesses,
The placement of at least one long=term (12-24 months) advisor,
complemented by specific short-term teams is essential. The
purpose of this assistance ‘will be to strengthen the
institutional capacity of DESA systematically to collect and

analyze data on cereals production and marketing as the basis
for decision-making on the issuance of export licenses. The

technical assistance will be reenforced by FCFA counterpart
support provided by the GOT. Local currency will be used to

ensure that DESA has the necessary personnel and resources to
implement the production and price information system. Scope.

of work for the short- and long=term technical assistance are
provided in Annex E.

c. Rapid Reconnaissance of the Maize Marketing System

The objective of periodic rapid reconnaissance surveys of
the malze marketing system 1is to assess the organization,
operation and performance of the cereals marketing system in
order to identify what further technical and financial
interventions the government should make to improve the
efficiency of the system. The surveys will identify problems,
opportunities and constraints for producers and traders and
will assist the government to increase direct producer
participation in the marketing system. The surveys will also
provide baseline information on the state of the maize
marketing system during Year One of the program. In this
manner, the surveys will serve as an evaluation tool for

monitoring the impact of the export liberalization on the
marketing system.

Although the decisions regarding the extent and conditions
of cereals export liberalization are founded on broad economic
and policy analysis at the national level, the implementation
and success of the program will be determined, to a great
degree, at the local level. Beyond a World Bank funded study
of TOGOGRAIN in 1984 and a broadscale study of foodcrop
marketing by the Office of Development Studies (SOTED) in 1981,
little is known about the manner in which maize moves from the
farmgate to the consumer in Togo. Little is known for sure
about the effects that a program of maize exports will have on
the present system. The liberalization program is based on a
number of hyptheses about how farmers and traders will react to
the opening of the maize export market, Since the surveys

N

x/\\\



- 27 -

discussed here will be focused at the farm and rural market
level, they will provide a very timely means of testing these
assymptions and adjusting the program when necessary. Some of
the principal hypotheses are:

farmgate prices for maize will increase due to
increased demand generated by the export market;

farmers will increase maize production in response to
increased prices;

farmers will increase investment in storage, through

participation in groupements (farmer groups), to
increase their market power;

farmers will gain access to more buyers as competition
for limited supply brings in more buyers;

traders will seek greater supplies of maize once they
are assured of an export opportunity and a stable

government policy with respect to commercial exports
of maize; .

farmers will form groupements as a means of gaining
access to credit for inputs to increase productivity
and to obtain storage and marketing facilities to
increase their influence in the market;

current storage technology will be affordable,
adaptable and appropriate for groupement-level needs;

credit will be available to groupements for inputs,
storage and postharvest cash needs;

groupements will establish marketing relationships

with wholesalers, thus shortening the marketing chain
and cutting transaction costs; groupement farmers will

recelve a greater percentage of the consumer or export
price than they do at present;

traders will increase their investment in storage and
transport facilities; and

’
traders will establish 1links to producers (e.g.

groupements) and buyers in external markets to ensure

a supply and a market for maize exports.

Rapid reconnaissance surveys will be conducted three times

during year one: postharvest in September, mid-year in January
or February and immediately before the next harvest, in May or



June.
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To understand how the marketing system's participants

act throughout the crop year, each survey will examine the
following key facets of the maize marketing system:

4

technical characteristics - examine how technical

characteristics of maize affect physical marketing
practices such as harvesting, storage, and processing;

marketing system participants and organization =
identify marketing channels and participants,

inclhding types and numbers of firms and their

geographical distribution; identify key assembly,
redistribution and terminal markets;

marketing infrastructure - assess physical
infrastructure for marketing, including adequacy of
storage, transportation and markets, and evaluate the
degree to which these constrain market access and
incentives to produce for the market;

marketing system operation - examine exchange
processes, risk-sharing mechanisms and information
dissemination and any evidence of unusual market
power; and

marketing strategies of farmers - examine sales

practices including timing and volume of sales, terms
of transactions and storage practices.

Researchers at SOTED conducting the surveys will also work

closely

with their counterparts in DESA to ensure that

information collected through DESA's system is available to and
used in the marketing studies. Three subjects in particular

will present valuable opportunities fcr collaboration:

consumption patterns - analysis of seasonal and

secular consumption patterns by regional and
socio—-economic groups affect marketing decisions;

supply situation = estimations of supply availability
and determination of the direction and magnitude of
commodity flows, mapping of surplus and deficit areas;
and
’

price trends and seasonality =~ analysis of seasomnal
and secular trends in wholesale and retail prices and
examination of the effect of price wvariatioms on
wholesaler behavior.
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These periodic rapid reconnaissance surveys will be
conducted by Togolese professionals from SOTED and DESA.

Technical assistance will be required to instruct the Togolese
in the use of the rapid reconnaissance methodology. An advisor

will accompany each team of Togolese researchers during the
fieldwork., Two teams with two Togolese and one advisor can
adequately cover the study areas of the Maritime, Plateaux and
Centrale regions. Upon completion of the fizldwork, assistance

will be provided in the analysis of the information collected
and in identifying targets for utilization of GOT program

funds. The long-term goal is to develop a Togolese
institutional capacity to couduct marketing research as a means

of informing policy reform decision-making.

4. Mission Management

As the AEPRP/CTLP consists essentially of cash transfers
conditioned on reforms, technical assistance enabling the
implementation of those reforms, and use by the GOT of
counterpart local currency for general purposes supportive of
the reforms' objectives, management of the program by
USAID/Togo 1is expected to be feasible with its current staff.
Management will comprise four elements:

= mnegotiation of the Program Grant Agreement ($7.0 million)
and a Limited Scope Grant Agreement (8850,000), the latter
obligating funds exclusively for the finance of technical
assistance activities; oversight and decision on the

meeting by the GOT of Conditions Precedent and adherence to
Covenants;

= acquisition and supervision of ‘the technical assistance,
i.e. implementation of the LSGA;

= monitoring and reporting on progress with the export
1icensin$ system and resulting export trade; cooperation on
the GOT's planning for and use of counterpart local
currency for program purposes; and

= execution of the program's final evaluation.

These will be the responsibilities, on a day-to-day basis,
of the project officer, an experienced direct-=hire Rural
Development Officer. The AID Representative will have overall
responsibility for execution of the AEPKP/CTLP USAID/Togo
can, as usual, draw upon the legal, contract, agricultural
economic, project development and other professional staff of
REDSO/WCA for regular assistance. The first twelve months of
the program will, of course, be the most management intensive:
meeting conditionality, adapting to actual production levels,
regulating technical assistance, and determining advisabilicy
of the second tranche. The schedule of necessary activities in
that first year is provided at the end of II-D, below,
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The duration of the grant for technical assistance will be
three years, including start=up short-term efforts, two years
of lpong~term technical assistance to institutions (also
supported by local currency disbursements), and a final
evaluation after three harvest/ export seasons. The GOT's
planned use of local currencies has no deadline. But .an
important commitment by USAID/Togo to monitor execution over
the first three years must be recognized. The program is
innovative and daring; and viscissitvrdes, even reverses may
occur,

The Mission's ability to manage the program over its term,

even given REDSO/WCA's assistance, will depend on on-going
efforts to streamline and consolidate the rest of its project
assistance portfolio.

5. Monitoring and Evaluation

The AEPRP/CELT is, for A.I.D., a policy reform initiative
in which the GOT receives dollar cash transfers in raturn for
specific policy changes going beyond those agreed to in
principle with the World Bank. For the GOT, which also
receives grant/U.S. technical assistance, it 1is a progran
moreover, which accompanies those policy changes with a set of
local currency investments -—- in data collection and analysis,
a credit facility and transportation improvements., The primary
purpose of monitoring and evaluation by A.I.D. will be
verification of the achievement of terms of conditionality and
indicators of policy reform implementation. Secondarily, and
jointly with the GOT, A.I.D. will interest itself in the
effectiveness of use of the GOT counterpart local currency'in
underpining the reforms.

Therefore, USAID/Togo will document, on a quarterly basis,
the continued policy dialogue and reform implementation
process, as well as progress in donor coordination on general
structural ad justment and policy mreform. Ferformance
monitoring will chart progress on at least these seven
benchmarks starting at ground zero in July, 1986: number of
maize export licenses, pumber of exporters licensed, MT maize
exported under license, monthly reports on crop estimates and
prices disseminated by DESA, plans for future year export
licensing system 'formulated, advance yearly crop forecasts
produced by DESA, and adherence to TOGOGRAIN's market
intervention rules and limitations on participation in the
export market. Tnus a record of achievement will be built up
that will inform, first, decisions on disbursement of the
second tranche, second, further steps in the policy dialogue
and consideration of subsequent assistance, and third, the
Parameters of the final program evaluation.



-3] -

During the program's first year, the information system
established to support the export licensing program should
qshieve the following:

a. crop forecasts for the 1986 maize crop which are
accurate enough to be used to determine the volume of
exports;

b, a refined formula for using crop production and price
information to regulate export licensing in 1987;

¢. training programs (via technical assistance) in
conducting production and price surveys and
microcomputer applications for policy analysis;

d. formal links established among the principal
institutions 4in the information system, 1i.e. DESA,
SOTED, Office of General Statistics and the Ministry
of Commerce;

e. monthly publication of crop forecasts and producer and
consumer prices in newspapers and on radio and
television.

With this foundation, by the end of the second year of the
program, the Government of Togo should have a system which
provides crop production and price information which is timely
and accurate enough to (i) assess the status of national food
security on a monthly basis, (ii) regulate the issuance and
termination of export licenses for cereals, and (iii) infomrm
producers, traders and consumers of market conditions so they
can make better decisions about sales and purchases.

On the GOT's part, use of counterpart local currency is
expected to have 1its greatest early effect (apart from
supporting the above data operation) in the finance of grain
storage. In the first year: at least one fully designed and
costed technical package (construction/fumigation/operation)
should be available; a priority list of farmer groups should be
established for prospective loans; and operating procedures for
the credit program of CNCA should have been developed.

During the second year, the following quantitative targets
should be achieved: within six months, 50 storage units should
be built and another 100 scheduled for completion within the
next six wonths; and within the year these 150 units should be
completed and another 150 scheduled for completion within the
next eight wmonths. By the end of the second year of the
program, a storage capacity of 5,000 tons should have been
built and be operational.
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The nature and importance of the AEPRP/CTLp call for a
final evaluation which records progress, draws lessons, and
informs future programs. As noted above, while the dollar cash
transfer will be disbursed in two tranches if conditions are
met, the program so far as AID is concerned will last from July
1986 through September 1989, That will comprise three
licensing and exporting seasons, three years of lending by
CNCA, two years of technical assistance to crop forecasting and
market analysis institutions, and what should be the initiation
of the IBRD/IDA roads maintenance project. Dollar funded
technical assistance (one expert) will join USAID/Togo and
REDSO/WCA specialists in a joint AID/GOT evaluation of the
program around May, 1989. The terms of reference for that
evaluation will be determined three months or so beforehand,
taking into consideration the policy environment, quality and
accessibility of monitoring information, and the inclination of
the donor community for further assistance along these or other
lines at that time.

D. DISBURSEMENTS, CONDITIONALITY AND SCHEDULE

The program's grant of ESF $7,850,000 will be obligated in
June, 1986. Of the total, $850,000 will be used for U.S.
technical assistance as described above, and deployed by AID
direct contract. The remaining $7,000.000 will be a cash
transfer disbursed in two tranches in FY 1986 and FY 1987; and
its equivalent in loecal currency (FCFA) will be employed by the
GOT as counterpart to support data analyses efforts to which
the technical assistance 1is also applied, and to relieve
constraints on the cereals export trade in Togo. An indicative
budget of AID-GOT program expenditures is given below.

Expenditures
($000's or FCFA Equivalent)

Dollars (A.L.D,) 1986-87 1987-89 Total
Short-term TA: Licensing System 25 - 25
and TOGOGRAIN Rules
Short-term TA: Crop Forecasting - DESA 75 - 75
Long-term TA: DESA 405 - 405
Long~term TA: SOTED 330 - 330
Final Evaluation 15 15
’ SubrTotal 835 15 850
Local Currency (GOT)
DESA & SOTED Support 750 250 1,000
CNCA Credit Facility 2,340 1,660 4,000
Road Maintenance Co-Financing - 2,000 2,000
Sub=Total 3,090 3.610 7,000
TOTAL 3,925 3,925 7,850

— e
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Conditions and Covenants
(in substance)

L]
To the Limited Scope Project Grant Agreement

a. Condition Precedent to Disbursement. Prior to the
first disbursement under the Grant, or to the issuance by
A.L.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 statement of the name of the person
holding or acting in the Office of the Grantee and of any
additional representztives together with a specimen signature
of each person specified in such stztement.

b. Covenant. The Grantee agrees that 1t will provide all

goods and services needed to support the technical assistance
provided under this Grant, and that it will provide not less

than the FCFA equivalent of $1,000,000 in such support and to
enhance the operations of DESA and SOTED as set out in this

Agreement and subsequent Project Implementation Letters.

To the Program Grant Agreement

a. Counditions Precedent to First Disbursement: Prior to the
first disbursement under the Grant, or to the issuance by
A.1.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.:

(1) a statement representing and warranting that the named

person or persons have the authority to aect as the
representative(s) of the Grantee together with a specimen

signature of each person;

(2) the name, address and account number of the United

States Bank into which the Dollars under this Grant will be
dqposited; and

(3) evidence that the Grantee has carried out the
following:

’ /
(a) formed a Cereals Export Licensing Commission

authorized to determine the volume of
exports and licenses;

(b)  publically announced the legal status of
maize exports and the government's
commitment to permit exports of cereals
subject to preservation of national food
security;

- 47 -

benefits from a major north-south artery which has been somewhat

maintained. However, farm to market roads throughout

cougtry are even more poorly maintained and the only access to
The

markets from many producing areas is by track or path.
SOTED study states: "...the absence of secondary roads

surplus and deficit areas renders the movement of products
almost impnoccsihle. The road nrohlem ecamnromicea ranid markatdne
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(c) eapproved that cereals export licenses will be
issued as early as September and no later than

November in a given crop vear.

(d) in collaboration with A.I.D. defined
responsibilities fur management of the Cereals

Trade Liberalization Program in Togo.

Conditions Precedent to Second Disbursement: Prior to the

second 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, provide evidence to A.I.D., in form and
substance satisfactory to A.I.D., that Grantee has:

(1) furnished cereals export licenses to private sector
traders in two crop years beginning as early as September
but no later than November in each crop year valid at least
until the following March, if crop estimates so warrant, on
the basis of an open and fair licensing system with export
volumes determined employing estimates of production,
national consumption needs, and security stock requirements;

(2) regularly published and disseminated information on
crop production and producer and consumer prices from data
gathered by the Office of Agricultural Studies and

Statistics;

(3) evidenced satisfactory progress in removing constraints
to the grain trade through provision of credit to farmer

groups and export traders through CNCA;

(4) prepared a detailed plan for the issuance of export
licenses it 1987 based on refinements of the process
employed in the first year, as informed by studies by SOTED;

and

(5) made an acceptable proposal to A.I.D. for the continued
use of its counterpart local currency contribution for che

second and third years of the Program.

Covenants

1, The Grantee shall covenant not in any way to
discontinue, reverse or otherwise impede any action it

has taken in satisfaction of any conditions precedent
to initial or subsequent disbursements, except as AID.
agrees in writing; '

>
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2. The Grantee agrees that is will inform A.l1.D. in a
timely fashion of any facts or circumstances that might
materially affect the Program- or that it is reasonable
to believe might affect the Program- the Grant or the
discharge of responsibilities under the Agreement.

in the Republic of Togos

4. For purpose of determining the amount cf local currency
required by the Grantee for the implementation of this
Program. the Grantee shall use the highest rate of
exchange which. at the time of disbursement under the

6rant. is not unlawful in the Republic of Togos

5. The Grantee shall covenant that it will promulgate a
detailed set of intervention rules for VT0GOGRAIN which
limit its cereals purchases to the level agreed upon in
the existing Structural Adjustment Credit of the

TRRD/TNA:

Timing of Program Activities

The expected sequence of program reforms and associated
activities is presented in the following charts.

3. The Agreement and the Grant will be exempt from any
taxation. duties or fees imposed under laws in effect



PROGRAM ELEMENTS

SCHEDULE
JULY 1986 - JUNE 1987

JULY 1986

AUGUST 1986

I. EXPORT LICENSING SYSTEM
A. GOT MEASURES

GOT publicizes the creation
of a cereals export licensing
system. Details are provided
on the principal components.

Establishment of a _ereals
export licensing commission.
Refines procedures for

issuing and obtaining licenses.

Resources provided to DESA
to conduct an intensive
maize production forecast.

1.

Export licensing commission
finalizes details on 1986
licensing system. Minisgry
of Commerce publicizes system.

DESA presents first estimates
of maize production and
publicizes 1t.

B. AEPRP TECHNICAL ASSISTANCE

Technical assistance team
begins work with DESA to
produce the 1986 maize
production forecast.

TA team assists in the
refinement of the formula
for determining volume of
exportable surplus.

TA team assists creation of
pricing procedures and
TOGOGRAIN intervention rules.

DESA technical assistance team
produces report on estimated
maize production aand makes
export volume recommendation.

I1. PRIVATE SECTOR
MARKETING IMPROVEMENTS

A. GOT MEASURES

GOT provides local currency
funds to CNCA to begin
credit program for farmer
groups and traders.

CNCA begins developing terms
for credit progrsm

1.

CNCA continues development of
credit program.

B. AEPRP TECHNICAL ASSISTANCE

_9€-



PROGRAM ELEMENTS SEPTEMBER 1986 OCTOBER 1986

I. EXPORT LICENSING SYSTEM 1. Export licenses available 1. Licenses available 1if
A. GOT MEASURES from Ministry of Commerce if estimates warrant.
estimates warrant.
a
2, DESA presents monthly report 2. Monthly production and price
on crop production. information disseminated by
DESA.
B. AEPRP TECHNICAL ASSISTANCE 1. Short-term DESA TA team leaves;
make recommendations for long-
term TA.
11. PRIVATE SECTOR 1. CNCA begins to make loans to
MARKETING IMPROVEMENTS qualified farmer organizations. )
w
A. GOT MEASURES 2. Other GOT departments begin 2, CNCA loan program operational. T

to mobilize resources to
asslst groupement in storage
construction.

3. Rbad maintenance project 3. TOUGOGRAIN respects maize
planning underway. purchase limits.
B. AEPRP TECHNICAL ASSISTANCE 1. Long-term advisor on

marketing systems arrives.
Conducts first rapid
reconnaissance with SOTED.




PROGRAM ELEMENTS

NOVEMBER 1986 — MARCH 1987

APKI1L 1987 — JUNE 1987

1. EXPOKT LICENSING SYSTEM
A, GOT MEASURES

1. Export licenses continue to be

issued untll DESA Information
indicates surplus has been

cleared.

2, DESA conducting montily price
gurvey and prepares for 87
crop estimation work.

1. Validity of export licenses
terminates. Renewal decisions
to be made by export
licensing commission. Unused
licenses renewed automatically
i1f conditlons warrant.

K
2. DESA begins intensive crop

production forecasting for
87 crop.

B. AEPRP TECHNICAL ASSISTANCE

1. DESA training provided to
staff and crop estimation

methodology refined.

2. DESA long-term advisor
arrives for two-year tour.

1. Possible short-term
assistance to supplement
DESA staff as 87 forecast
work begins.

I1. PRIVATE SECTOR
MARKETING IMPROVEMENTS

GOT MEASURES

1. CNCA program fully operational,

construction of storage
facilities for 1987 harvest in

progress.

2, First and second Rapid
Reconnaissance of marketing

system completed by SOTED. Study

information used to monitor
progress of local currency use.

1. CNCA credit for storage
program continues.

B. AEPRP TECHNICAL ASSISTANCE

1. Marketing advisor conducts
flrst and second Rapid
Reconnaissance with SOTED.

2. Possible short regional
cereals market study.

1, Possible provision of
marketing advice to
groupements.

-gc_
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II1. ANALYSES

INSTITUTIONS

DESA (Direction des Enquetes et des Statistiques Agricoles)

Responsibility for the collection of agricultural
production and price statistics rests primarily with the
Office of Agricultural Surveys and Statistics (DESA). DESA
collects the following information:

- postharvest product..on estimates;

= monthly rural market foodcrop prices;
= estimations of crop yields;

- surveys on crop production costs; and

= an agricultural census once every 10 years
(1982 latest).

The Office of General Statistics (DSG) 1is responsible

for collecting foodcrop prices at the retail level in Lome
and rural towns. A third institution, the Office of

Development Studies (SOTED), has produced an analytical
study on foodcrop marketing (1981); but it does not

regularly collect agricultural information. The
Agricultural Price Analysis Unit within the parastatal

charged with marketing cash crops (OPAT) sets producer
prices for coffee, cocoa and cotton. It does not collect

or analyze any data on foodcrops.

DESA's capacity to carry out its responsibilities is
circumscribed by a lack of trained analysts and
statisticians, the absence of a full-time cadre of
enumerators trained in survey techniques and inadequate
physical and logistical resources. Behind all these

constraints lies a lack of adequate fiscal resources. The
effect of these constraints is evident in DESA's handling

of crop production and price monitoring activitie-.

Despite these institutiomal constraints, DESA has a

. foundation of enumerators and supervisors upon which to
build a more timely and reliable crop production and price

monitoring system. In recognition of DESA's needs, a
significant technical assistance component, described

above, has been Hesigned as part of the program. For its
part, the Government of Togo will provide significant
resources to DESA for technical operations on crop
forecasting and price monitoring system, specifically to
address the physical and logistical requirements of its
expanded responsibilities. It is estimated that in order

to conduct at least three field surveys of crop production
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per year and monthly price surveys in rural markets, DESA will
require the following types of services, equipment and

facilities:

= vehicles, including mobylettes, bicycles and an all
terrain vehicle;

= field equipment including measuring tapes, scales, etc;

= office equipment including micro-computers, typewriters
and photocopilers;

= 8as and travel expenses of field staff; and

~ maintenance of eauipment.

Counterpart local currency will also be used by the GOT

to house DESA in a rehabilitated building adjacent to the
Office of General Statistics (DSG). DESA's present
location 1s 1inadequate in size, with personnel using
corridors for office space and a bathroom as a storage
room. During the first two years of the program, the costs
of two critical personnel positions, a computer

programmer/analyst and a statistician, will be defrayed by
the A.I.D. grant.

The technical assistance and FCFA counterpart are
mutually reenforcing. Technical assistance will ensure
that the new equipment and facilities are properly
employed. In turm, the provision of these resources will
ensure that DESA personnel and the technical assistance
team have the means to produce crop forecasts and monitor
Prices in support of the export licensing system.

CNCA (Caisse Nationale de Credit Agricole)

In the agricultural sector the CNCA 1is the dominant
financial institution. Created in 1967 as a state-owned
enterprise, the bank is currently a mixed enterprise with
-commercial, regional and international banks holding
shares, in addition to the Government of Togo. CNCA
operates a national network of agencies for the
distribution of agricultural credit and the maintenance of
savings accounts! The network is now extensive and
relatively decentralized with nine regional offdices and
elght local offices. CNCA also operates 21 mobile
"periodic” offices which travel throughout the countryside
to provide banking services in more remote areas. CNCA

provides loans for agricultural production activities,
animal traction and rural and agricultural equipment,
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CNCA presents several advantages as the means of
channelling funds to  producers (e.g. for storage
construction) and export traders. Among these are:

= its current uniqueness in the rural areas where it is
often the only banking system available to producers
and producer grocups;

- its well-developed ties with technical and other
developument agencies, agricultural development projects
and international donors; and

- 4its access to government authorities to facilitate
banking activities in agricultural finance.

In the past, CNCA has conducted agricultural credit
programs which suffered due to a lack of management
capacity. CNCA is in the midst of a program to improve the
delivery of its services through better trained staff. It
is the only financial institution in Togo operating in the
agricultural sector which has the means and experience to
manage an agricultural credit program for the construction
of local cereals storage and like investments.

SOTED (Societe Togolaise d'Etudes de Developpement)

The SOTED is a think tank formed by the Togolese government
to conduct research and publish reports on critical
development problems facing the nation. This Office of
Development Studies treats a broad range of topics from
health to rural development to specific agricultural
issues. In 1981 SOTED completed the above cited detailed
study: “"Diagnostic of Foodcrop Markets and Factors
Influencing Price Movements”. This demonstrates a capacity
to conduct a large technical research effort and to produce
an informative  product. Although  SOTED dces not
concentrate its resources on agricultural development, or
agricultural marketing in particular, its staff is aware of
current issues and problems in the agricultural sector,
*Given its experience in foodcrop marketing research and its
overall analytical capacity, SOTED is the most appropriate
institution to conduct the Rapid Reconnaissance studies of
the cereals market required under the AEPRP/.CILP program,
in cooperation wfth DESA. Technical assistance in the use
of study methodology ar- =2nalysis of the results will be
needed to supplement SOTED's capabilities. Details of the
technical assistance are provided in section II.C.3, above,
and Annex E,
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B, IMPACT

The 1liberalization of the grain export market, together
with the anticipated improvements in storage and transportation
infrastructure, will have significant impacts on the incomes of
smallholders, stability of consumer prices, government revenues
and the growth of the private sector.

Smallholders

The ©policy change that the Togolese government is

undertaking will increase the demand for smallholder maize and
enable peasant farmers to participate more effectively in the
commercial market for cereals. The increase in demand for
exports of maize will exert upward pressure on prices at the
farmgate; but since the initial volume of exports in year one
of the policy reform 1is likely to be small, the price and
income effects should not be exaggerated. Furthermore, farmers
who will likely benefit initially from the expansion of cereal
exports are those who have already organized groupements, or
pre-cooperatives and who have their own storage facilities.
They will be in a position to respond to opportunities to sell
to private merchants. Available data indicate that in 19685
there were around 100 agricultural groupements with a total
membership of 10,5001.

‘ Expanded credit through the CNCA for the construction of
storage facilities and 1like investments will enable larger
numbers of groupements and farmers to benefit from the
liberalization of grain exports; so will improvements in road
maintenance and market areas. Realization of these benefits
will depend on the pace at which financing 1is made available.

Monetary benefits from expanded cereals export could be
substantial. A recent French CCCE report on the cereals market
in Togo estimated that in the aggregate, after accounting for
marketing and transportation costs, 15,000 metric tons of maize
exports to Niger and Burkina Faso would net the Togolese
economy approximately $1.2 million annually. While farmers
would not receive all these benefits, their share could be
expected to increase as their capacity to store and bargain
more effectively with traders grows as a result of the CTLP
program.

i “Guide pour la Gestion Appropriee des Cooperatives et
Groupements a Vocation Cooperative de Petits
Exploitants Agricoles au Togo”, MRD, 1985,

)
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Long-tun benefits to smallholders from the liberalization of
grain exports can be more important than the short=run effects
on producer prices and incomes. The long-run growth of the
Togplese economy depends to a large extent on agriculture and
increased food production. Because of the small size of the
Togolese economy, a necessary condition for further growth is
participation in the wider West African food market. (See Annex
F.)

Consumers

In the near term, increased cereal exports may lead to
higher prices for consumers but the policy change will over time
lead to increased availability of cereals at more stable
prices. Grain prices in Togo are subject to considerable
intraseasonal variation. Both producer and consumer prices can
vise by 300 percent or more between the harvest time and the
hungry season (the soudure). While in the near temm
improvemeats in farmers' storage capacity and transportation
infrastructure will enable farmers to take advantage of higher
prices as the marketing year progresses, such improvements will
also contribute to smoothing out the fluctuations in grain
prices for consumers.

The technical assistance provided for DESA will permit the
Togolese government to wmonitor the near term effects of the
reform of the grain marketing system on price movements in both
rural and urban markets, Over the long term, more rational and
stable grain pricing and marketing policies will have positive
effects on technology and production. Technologies with the
potential of substantially increasing maize production are
already under development in Togo. For example, an AID project
managed by Partmership for Productivity in logo has demonstrated
that under certain conditions and with improved inputs,
information and cultural practices, Togolese farmers can
increase maize yields from 0.8 to 2.8 metric tons per hectzre.
Stable prices and market outlets beyond Togo will provide the
condiions that should facilitate the adoption of such
technologies leading to increased food supplies.

Government Budget

A major justifying purpose of greater reliance oa the
private sector for both domestic and export marketing of cereals
is to reduce the role of public ernterprise in the agricultural
sector and pressures on the government's budget. While it is
not known how much the government has spent in subsldizing
TOGOGRAIN, it is known that TOGOGRAIN's losses are substantial.
For example, the World Bank in 1984 estimated losses in 1982/83
of more than $500,000 per year and actual losses were probably
much higher,

S
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Although it 1is not possible to estimate what TOGOGRAIN's
expenditures would be in the absence of a program that relies on
the private sector to build and maintain storage to undergird
the commercial market for cereals, it is likely that the costs
of building and maintaining farmer or groupement storage
facilities that way will be far less than if TOGOGRAIN undertook
to build and maintain such facilities. TOGOGRAIN's annual
outlays will be much less as it restricts its role to that of
maintajning food security rather than attempting to support
producer prices, stahilize consumer prices, and function as a
monopoly exporter of domestically produced cereals.

In terms of construction costs alone, it has been estimated
that the total cost of storage constructed at the groupement or
farm level will be §3.25 million over the life of the program.
An equivalent volume of storage capacity built by the government
would cost an estimated $5.26 million. Village level storage
thus represents savings of $2.01 million or $575,000 annually at
current exchange rates over three years.

Private Sector

Togo already relies almost entirely on the private sector to
market domestically produced food grains. The AEPRP/CTLP
program's support to the private sector (producers and traders
of cereals) to enable it to participate more effectively in the
export of grain will serve to strengthen the capacity of the
private sector to meet Togolese and regional food needs.

Awong the benefits of the program to the private sector and
to private commercial food grain marketing are improvements in
marketing infrastructure, including physical infrastructure for
storing and transporting cereals, and information system
improvements. These near-term developments in the domestic and
export grain marketing system will be monitored and evaluated as
the rapid reconnaissances of the corn marketing system are
conducted and the results absorbed. Important longer—term
marketing system benefits will include more abundant supplies of
cereal grains at remunerative prices for producers and
affordable prices for consumers in Togo and elsewhere in the
West African region.
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C. STORAGE AND TRANSPORT

Storage

]

Although analysis of the constraints te improved food crop
marketing is seriously lacking for Togo, three recent studies,
including one each by the FAO and World Bank! clearly indicate
that rural, and especially on-farm, storage is a binding
constraint to increasing rural production and effective
marketing and improving rurzl incomes. The GOT's New Strategy
for Rural Development devotes considerable detail to the
expression of their commitment to increasing the capacity for

individual and cooperative (groupement) producer storage. (See
Annex G.)

Existing fragmented, small-scale and localized private
marketing channels are viewed as relatively efficient for
meeting domestic demands. Grain marketing volumes and price
levels (after the big harvest in July and smaller harvest in
November) however, remain volatile due to post harvest losses
(15 - 30 percent), farmer cash needs and lack of storage. Even
though GOT trepidation about speculation is pervasive, all the
footnoted studies indicate low average marketing margins (less
than 10 percent) and limited capacity of traders to hold stocks.

The World Baln ctudy notes that at current levels of
technology approximately one third of maize production is
marketed and that, if farmers improve crop drving and storage
they could increase net incomes by 25 percent by spreading sales
throughout the marketing seasor. The enhanced storage-revenue
incentive would ind e increased production; all the same,
admittedly, there 1ire no estimates of supply elasticities.

Given currenr and proposed GOT and donor efforts to improve
rural productio echnology, and employing conservative
projections of dem.g phic and income trends, it is safe to say
that on-farm storage will become an increasing constraint to
improved private sector marketing for both domestic and export
channels. TOGOGRAIN's agreed, restricted mandate to hold a food
security stock of 10,000 tons vitiates the worst of government
intervention. So only producer owned and operated stocks can
have the effect of increasing effective marketing volume and
providing direct incentives for increased production.

’

L These are (a; Societe Togolaise d'Etudes de Developpement,
"Diagnostic du Marche des Produits Vivriers et Facteurs

Explicatifs du Mouvement des Prix au Togo, Juin 1981; (b)
FAO, "Mission de Securite Alimentaire et d'ldentification de
Projets-Togo", Septembre 1963, and (c) World Bank, "Examen
de 1l'ldentification Gouvernementale dans la
Commercialisation des Produits Vivriers au Togo", Janvier
1984),

r/l



- 46 =

There are a few small prototype efforts underway by the GOT
with donors to develop appropriate technological packages to
meet, Togo's maize storage needs. The technical package(s) to be
delivered will be supplied by the Rural Works (Genie Rurale) and
Plant Protection (Direction de la Protection des Vegetaux)
Services. These services can provide both technical advice and

supervison of storage construction and operations, including
fumigation and maintenance.

Attempts by analysts to calculate optimal storage volume and
unit cost have proved elusive, however. Estimations by the
Ministry of Rural Development and several NGO's operating
prototypes provide widely divergent costs per ton of storage.
One conclusion emerges: that improved storage at small
scale/individual farm level (three to five tons) is extremely
expensive and, under cuiiservative guesses at yields/prices, not
profitable within a five year period. The consensus of opinion
is that producer group storage at a level of about 25 tons can
be profitable within five years, at prevailing yields and
prices. The per ton storage costs estimated by the Ministry of
Rural Development and the Plant Protection Service for 25 ton
units range from about $125 to $200, including materials and
labor. For purposes of calculating GOT provisions of credit for
on-farm storage, the following assumptions were used:

-~ cost per ton storage = $160;

= labor cost should be included in the credit program to
ensure proper construction;

= fumigation and operations/maintenance costs are minimal

(estimations are that fumigation by phosphine tablets
would cost § 7 per treatment for a two year period.);

= a volume level for corn exports of 20,000 metric tons is
technically feasible in the not too distant future; and

= there is an adequate number of producer groups and/or
project assisted producers to achieve this 1level of
storage over time.

On that basis, an on—farm storage credit program of $3.25

million local currency,equivalent should be adequate. Because
this program would be additive to existing CNCA programs, no
great administrative costs are expected.

Transportation

Although Togo has a network of 7,000 kilometers of roads and
490 kilometers of railroads, recent studies by SOTED (1961), FAO
(1963) and the World Bank (1984) cite the transportation sector
as a major constraint to food and export crop marketing. Togo
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benefits from a major north-south artery which has been somewhat
maintained. However, farm to market roads throughout the
cougtry are even mote poorly maintained and the only access to
markets from many producing areas is by track or path. The
SOTED study states: "...the absence of secondary roads in
surplus and deficit areas renders the movement of products
almost impossible. The road problem compromises rapid marketing
of surplus from villages and requires long and painful
portage. "l

Grain marketing in Togo 1is characterized by fragmented,
small-scale and localized marketing channels. Primary assembly
of maize 1is conducted in very small lots (2-~5 sacks) by
transporters with 1.25 ton pickup trucks. Transaction costs are
high because lack of well maintained feeder roads sznd prevent
larger (5-8 ton) trucks from serving the assembly function. The
FAO report points out that lack of infrastructure or adaptable
transport requires that most transport from village to market be
done by headload or bicycle. As a result, the transport costs
of a sack of grain from farmgate to consumer in Lome is
estimated at 71 percent of the consumer price.

The three studies agree that the reduction of transport
costs through new feeder roads, maintenance and rehabilitation
of existing roads or more adaptable transport vehicles 1is a
critical component of efforts to improve <crop production,
marketing and rural incomes. In 1985 the GOT dedicated 950
million FCFA for road maintenance. The government has stated
that priority will ©be given to road wmaintenance and
rehabilitation and that new road projects will be initiated. In
support of this policy the government has decided to increase
the budget allocation for road maintenance significantly in the
GOT budget by 1988. In fact, the GOT has established a special
road fund in the Treasury with 1.2 billion CFA to meet one of
the conditions for the release of the second tranche of the
World Bank's SAC 1I. In addition, under IDA's Fifth Roads
Project, the _[overnment has agreed to attempt to mobilize
foreign aid for maintenance of feeder roads., It cites the lack
of maintenance funds and poor quality of maintenance services as
one of the principal constraints faced by the government.

’

1 "Diagnostic du Marche de Produits Vivriers et Facteurs
Explicatifs des Mouvements des Prix au Togo", SOTEL,
1981. See also "Mission de Securite Alimentaire et de
1'Identification de Projets au Togo”, FAO, 1983 and
"Examen de 1'Intervention Gouvernementale dans la
Commercialisation des Produits Vivriers au Togo", The
World Bank, 1984,

egcourage exploration for
potential oil, natural gas,
and coal reserves.
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The Rural Works Service (Genie Rurale) is the principal
institution concerned with improving rural transportation.
Genie Rural will be the focus of the World Bank's new roads
Project whose purpose is to create and equip road maintenance
teams. The Bank project will focus on maintaining the national
highway system and major secondary roads. Provision of $2.0
million ccunterpart local currency equivalent as a financing
mechanism through the AEPRP/crrp will enable the GOT
' significantly to increase its capacity to maintain and
rehabilitate wmarket roads without neglecting major roads.
Though figures are not available to calculate the expected
reduction on average transport costs, it is expected that, over
time, improver..nt of both feeder and major roads will
significantly lower costs to consumers and increase the margin
that producers receive for their grain and exporters emnjoy from
trade.

J
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APPROXIMATELY 3 - 4 WEEXS 0/A MAT 1 TO L4SSIST 4ISSIOw 1IN
FINAL PREPARATION OF PAAD. MISSION UNLESSTANIS DONALD
MCXENZIE, ”SQID/EUP“INA, EaS LATIN AMERICAN EXPERIENCE IN
POLICY DQOuRAM CESIGN AND BY SEPTFL T2 FBU3nINS (ILL
ENQGUIRE AEBCUT EIS AVAILARILITY. I¥ EX IS NOI AVAIL%E__,
MISSICN “ILL FXPLCXY¥ OIEER OPTIONS WITL £TR/PL :INT
REDSO/WCA. )
7, MISSIOM ™OULD APPRPECIATE AID/W ASSISTANCE IN RAPID
ICENTIFICATION OF CCNSULTANTS AND ALLOTMENT 07 22.CIRED
PL 5§ S ANL 0L FUNDS.

TEIS CAFLE PREPARED AND CLEARED IN COMTEXT OF “OLIIN/

S.
PEASELY TDY. FOZERTS
ET
293921
NNNN
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ACTICivYd LID JINIO: LCM CHRON

XUav7ZC7CoMC:73ZEY¢84 L0C: 333 299
P2 JUTFBPC J7 FEZB 56 25kl
DL AWETEC 27520 L37125Q CN¢ 23737 o
In:i CUOLT ZZ: CERG: AID
P ©615492 T2 4« DISP: AID

T SECSTLTE ¥ASTDC

TC AMEMBASSY LoME 2RIDLITY 5713
ET

UnCLSS STAT: 2379S8e

AITAC

T.0. 123z r/h
TAZS:
SUTJECT: T30 ALEPD <;$e

1. =CG. 247 PESv SYLECTET &S ONF OF TrF¥ TINAL CAMDIDAZES
02 AFIE? -ULTIMG I EY¥R35 AT 4 PYOPOSEL LiVAL OF DOLS.
?.32 wILLIC v Tkt 2URFOSE CT T-IS CABL:F IS wOQ PROVITE
AIL/% GUIDALCF 70 "ZE vISSION AMD T0 REJUSS™ AFLl 4 SLAD
EE SUEMIITED ZOK AID/V REVIVY Y JUIS 5. RIELPET DitiY
IN NOTIFICATION, :0T FINAT TDECISIONS CGULD NCT EE MADE
ChTIL ¥Y24 IFT LIVELS wiPE TSTAFLISHED,

2, TZp 8:i28F WORrING :50UF AND EXECUTITZ REVIiw
COMMITT:™ RAISET 1L 2J0LLCYIMN: CUESTIQNLS AND DuSIGH
IsSUTS +3ICE SZQULD =T ADPLYESSED DURINZ Pi2&D PLEDPARA'ION:

A. AID/. COwCU.3 wICE CEJECYLIV: OF 700D CRI: :=IPL31
LIZXEALIZAYIGN, WIICH a% FEXL COULD FE ESPKCIALLT
CAITICAL AT FART CF SEIZT IV IBRL FOCUS A#AT 7:50M
COMCENMIRATICN ON STAEILIZATION TC COMPLETICH OF REFORM

AXD JkSUMIN: GRCWSE. FOWEVER TXCHHICAL 2EVIEY COMMITTEE
EXPRESSTD CCHCAPN TTAT THF OVERALL 2R0POSIL #EZIDED 7O EE
MCRE FOCUSFL ANT TEAT IT INCLUDED “PROJECT |
INUZRVENTIGNS. ~THESE LATTER CRSDIT AND STORAGE

-ACTIVITIES StOULD EE TRCPPID FROM TET PRCEIRAM UNLESS

-

TEESY CAN BE SECWN TO EE SSSEMTILL TO =IECRT
LIZERALIZATICN. TnlS SJAEPFR FOCUS IS PARTICULARLY
CRUCIAL GIVEN 2EDUCED IUNDING LEVEL. FUNZIvZ =<EDUCTION
COULD ¥z MADZ =Y TOCUS ON FCREISN EXCBANZE CCSTS FOR
COMMODITY IMEORTIS AND 7A A3SUMING f=FSx A5E CRITICAL 0
PROGRAM PURPOSE.

B. 2LIP (PA2A III C) 35EMS TO’INDICAT: vEAT
COMDITICMNALITY SOUGET #0GLD CONSIST MAIMLY OF TH2
DICONLRCL CI £5:ICTLTURAIL EXPIR4S. HOWEVER, PAAD JILL
NEED TC STATEL THIS COMAILILMALITY AND ANY OTZ:R
CCNDITICKALITY Ity GRIATER DETAIL ALONG wITH TRANCEING
AND OTHER SPECIFIC IMPLEMENTATION STEPS.

C. FAIF INCLULES INSUTFICIENT ANALYSIS CF CONSTRAINTS
TO TCGOLESE OWNSRSHIP WITZIN TRUC:IN4 INDUSTRY.

UNCLASSIFIED STATE 237592
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CONSTRAINTS ANALYSIS WILL BE XEY TO DEMONSTRATING NEFD
FOR CI? VIiIICLZS AND MUS” "RF INCLUDED IN PAAD. FYI:
AID/% DOXS NOT EXLIEVE Ta.f T4E INTEREST RATE CHARJE. -
¥CR SUCH CRFLIT SzOULIZ BE SUESIDIZED; A MARLET RATE CF
17=12 FE«CXlY AIIB <2=04 MONTE REPAUMENT IS NOY VIEWED
EY AID/¢ AS MECKSSARILY EXCESSIVE, kND FYI. -iLSD, PAAD
5CLD DISCUSS EASIS ¥0R FRIVAIE TOGOLESE TRUC-.ING
CCUPANIES [0 SUSTAIN FUSINESS #NTERPRISES IN A
COX2ZLITIVE vARNFTZPLACE.

<+ w£CAUST A POLICY Cr LIEXRALIZING EZPORT TRADE IN
CERFALS MAY En PI:TICULI TO SUSTAIN IN TKFE PULTAF,
ESPECIALLY IZ Tcé RE CYCLICAL CJANZES IN PROVLCCTICN
LEVELS, tuY rALT SEOULD JZALISTICALLY 2SSNSS wELT MAT EE
CChE TO XIDUCx TEIS CONCXEN.

icE PAAD SECULT FTUPFLAIN TO WEAT REXLENT A SCTARANTY
<Ca TO 23 MADw PCSSIZLE TIROUGR Y3E 2L =2y rCOD AID
2SGR4a4 IS ESSE&IIAL T) Tkzs PFR0JECYT, WEI®HZR TZIS WOTLD
Je ) nEVENUZ SOURCE AND bCW TBE REVENU: GEnNERAIED YOULD
£5 USED. ALSC, FZQUEST MISSION ADDRAxSS QUESTICN #35Tai2
FCCO AID 3ZC.LD EF USKD FQOu2 T:n%SE 2ZURPOISES. I
ADLITICN, w: ESLIEVE TZE KIZECTS OF SUCE ASSIS™ANCE 45 A
FOSSIELZ ZISIVCLNTIVE IC 2ROCCCTION SEOULD BE LISCUSSED.

. 135 LIM.AGE CI TZE PRCPCSED 43232 PROZRAM JITE Tk
cEISIING 0AX/P030 2RCIREM SZOULD ES EXIPLAINED IN TREE
PAJX:I .

g. SIACE TZE ORIZINAL PR02GSAL WAS FOR LOLS. 1w
PITLICN, MISSION WILL EAVE 12 SCALE DOWN #xJFC35:LS =€
CONZCRM 10 1AESE MNZY LrVkLS. 2LID/W SUG3XSTIONS FOR TZIS
SCALING DOuN IS -uOVID“D In PskA 2, MISSIOM S=CULD
ADVISE AID/% IF I1 mAS CYBER FLANS FOR SCALIMNG TOuNM
PRCPOSAL.

S. PLEASE CABLS AN INTERIM REPLY BY FERRUARY ..z
ADVISING AID/%W OF YCUR CONCUREENCE AND/CR COMMELNTS OR
TEIS GUIDANCL, CURRENT STATUS OF PROGRAM DESIZ., Y0U2
YROPOSED SCZEZULE :OR LISIZN AND OFLIZATION OF 220J2CT,
AND WHAT M4AnNPOYWER RESCURCES WILL 3E NEEDED TO COMELETE
TEE PAAD EY AID/Y DEADLINE FOR SUEMISSION.

4. PER SEPIPL, JERRY #OLGIN, CEIEF OF AFR/DP FCLICY
ANALYSIS AND RESEARCE DIVISION AND CARCL PEASLEY,
AF2/¢D, DEPULY DIRECTCR, PLANMING ARRIVE IN LO<E 0/A
FEE. l% FCR TISCUSSIONS ON AEPRP, SHEULTZ

BT
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ANNEX B

3(A)2 NONPROJECT ASSISTANCE CHECKLIST

A. GENERAL CRITERIA FOR NONPROJECT

ASSISTANCE

1,

3.

FY 1986 Continuing Resolution
Sec. 524; FAA Sec. 634A.

Describe how authorizing and
appropriations committees of
Senate and House have been or
will be notified concerning
the project.

FAA Sec. 6l1(a)(2). If
further legislative action is
required within recipient
country, what is the basis for
reasonable expectation that
such action will be completed
in time to permit orderly
accomplishment of purpose of
the assistance?

FAA Sec. 209. 1Is assistance
more efficiently and
effectively given through
regional or multilateral
organizations? If so, why is
assistance not so given?
Information and conclusion
whethetr assistance will
encourage regional development
programs.

FAA Sec. 601(a). 1Information
and conclusions whether
assistance will encourage
efforts of the country to

(a) increase the flow of
international trade; (b)
foster private initiative and
competition; (c) encourage
development and use of
cooperatives, credit unions,
and savings aud loan
associations; (1) discourage
monopolistic practices; {e)
improve technical efficiency
nf industry, agriculture, and
commerce; and (f) strengthen
free labor unions.

A Congressional Notification
was forwarded to Congress

on July 25, 1986.

Legislative action is not
required. But a government
decree is, and there is every
expectation that that will be
timely as it i{s a condition
precedent to first
disbursement.

No.

The program will encourage
international trade {cereals'
exports), increase private
initiative and competition
domestically, encourage the
use of cooperatives
(groupements)and savings and
loan institutions (CNCA), and
will discourage monopolistic
practices by locally opening
the market to private traders.

e
Vs
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FAA Sec. 601(b). Information

agd conclusions on how
assistance will encourage U.S.
private trade and investment
abroad and =2ncourage private
U.S. participation in foreign
assistance programs (iancluding
use of private trade channels
and the services of U.S.
private enterprise.

FAA Sec. 612(b), 646(h); FY

1986 Continuing Resolution

Sec. 507. Describe steps

taken to assure that, to the

maximum extent possible, the
country is contributing local
currencies to meet the cost of
contractual and other services,
and foreign currencies owned by
the U.S. are utilized in lieu
of dollars.

FAA Sec. 612(d). Does the U.S.

own excess foreign currency of
the country and, if so, what
arrangements have been made for
its release?

FAA Sec. 60l(e). Will the

FAA 121(d).

assistance utilize competitive
selection procedures for the
awarding of contracts, except
where applicable procurement
rules allow otherwise?

If assistance is
being furnished under the Sahel
Development Program, has a
determination been made that
the host government has an
adequate system ftcr accounting
for and controlling receipt and
expenditure of A.I.D, funds?

The long-term effect of the
program should he to increase
Togo's export trade, in which
U.S. private international
traders may participate as
buyers. Resulting national
economic growth may attract
U.S. investment in Togo to
which no barriers are
currently placed. U.S.
technical assistance secrvices
will be provided by U.S.
private enterprise.

The U.S. does not own any
excess foreign currency in
Togo. Local currency
generated by the grant will be
used in part to finance
analytical services in the
program,

No.

Yes.

Not appllicable.



- B-3 =

10. FY¥ 1986 Continuing Resolution No.
Sec., 533. Is disbursement of
the assistance conditioned
solely on the basis of the
policies of any multilateral
institution?

B. TFUNDING CRITERIA FOR NONPROJECT
ASSISTANCE

1. Noaproject Criteria for
Economic Support Fund

a. FAA Sec, 531(a). Will Yes,
this assistance promote

economic and political

stability? To the maximum

extent feasible, is this

assistance consistent with the

policy directions, purposes,

and programs of part I of the

FAA?

b. FAA Sec. 531(¢). Will No.
assistance under this chapter

be used for military, or

paramilitary activities?

¢c. FAA Sec. 531(d). Will ESF No.
funds made available for

commodity i{mport programs or

other program assistance be

used to generate local

currencies? If so, will such

local currencies be available

to support activities

consistent with the objectives

of FAA sections 103 through 106?

d. 1ISDCA of 1985 Sec. 205. Not applicable.
Will ESF funds made awailable

for commodity import programs

be used for the purchase of

agricultural commodities of

United States-origin? 1f so,

what percentage of the funds

will be so used?
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e ISDCA of 1985 Sec. 801,
If ESF funds will be used to
finance imports by an African
country (under a commodity
import program or sector
program), will the agreement
require that those imports be
used to meet long-term
development needs in those
countries in accordance with
the following criteria?

. T1SDCA of 1985 Sec. 207.
Will ESF funds be used to
finance the construction of, or
the operation or maintenance
of, or the supplying of fuel
for, a nuclear facility? If
so, has the President certified
that such country is a party to
the Treaty on the Non-
Proliferation of Nuclear
Warpons or the Treaty for the
Prohibition of Nuclear Weapons

in Latin American (the “Treaty

of Tlatelolco™), cooperates
fully with the IAEA, and pursues
nonproliferation policies
consistent with those of the
United States?

g. FAA Sec. 609, 1If
commodities are to be granted so
that sale proceeds will accrue
to the recipient country, have
Special Account (counterpart)
arrangements been made?

Nonproject Criteria for

Development Assistance

4

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 and
the use of appropriate

Not applicable.

No.

Not applicable.

(]
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technology, spreading
nvestment out from cities to
small towns aud rural areas,
and insuring wide participation
of the poor in the benefits of
development on a 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 a better
life and otherwise encourage
democratic private and local
government institutions; (c¢)
support the self-help efforts
of developing countries; (d)
promote the participation of
women in the national economies
of developing countries and
the improvement of women's
status; and (e) utilize and
encourage regional cooperation
by developing countrias?

b. FAA Sec. 103, 103A, 104,
105, 106, 107. 1Is 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.)

{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; [l103A] if for
agricultural research, full
account shall be taken of the
needs of small farmers, and
extensive use of field resting
to adapt basic research to

local conditions shall be made;
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4b) extent to which assistance
1s 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, and education with
respect to nutrition,
particularly with reference to
improvement and expanded use
of indigenously produced
foodstuffs; and the undertakiag
of pilot or demonstration of
poor and vulnerable people;
and (c) extent to which
activity increases national
food sacurity by improving
food policies and management
and by strengthening national
food reserves, with particular
concern for the needs of the
poor, through wmeasures
encouraging domestic
production, building national
food reserves, expanding
available storage facilities,
reducing post harvest food
losses, and improving food
distribution.

(4) [106] for technical
assistance, energy, research,
reconstruction, and selected
development problems; 1f so,
extent activicy is (i)(a)
concerned with data collection
and analysis, the training of
skilled personnel, wvesearch 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, and coal reserves and to

n



epcourage exploration for
potential oi{l, natural gas,
and coal reserves,

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

(1ii) research into, and
evaluation of, ecouomic
development processes and
techniques;

(iv) reconstruction after
natural or manmade disaster;

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

(vi) for special development,
especially small labor-
intensive enterprises, marketing
systems, and finaucial or other
institutions to nelp urban

poor participate in economic

and social development.

(5) [107}) 1is appropriate
effort placed on use of
appropriate technoloy?
(Relatively smaller, cost-
saving, labor using
technologies that are
generally most appropriate for
the small farms, smald
husinesses, and small incomes
of the poor.)

()
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c. FAA 118(c) and (d). Does
the assistance comply with the
environmental procedures set
forth in AID Regulation 16.
Does the assistance take into
consideration the problem of
the destruction of tropical
forests?

d. FAA Sec. 281(b). Describe
extent to which the activity
recognlzes the particular
needs, desires, and capacities
of the people of the country;
utilize the country's
intellectual resources to
encourage iastitutional
development; and supports civic
education and training in
skills required for effective
participation in governmental
and politial processes
egsential to self-government,

e, FAA Sec. 122(b). Does the
activity give reasonable
promise of contributing to the
development of economic
resources, or to the increase
of productive capacities and
self-sustaining economic
growth?

I



ANNEX C

INITIAL ENVIRONMENTAL EXAMINATION

COUNTRY : Togo
PROGRAM TITALE : Cereals Export Liberalizatiom in Togo (AEPRP)
FUNDING : LOP $7.85 million

LEE PREPARED BY : James Osborn, REDSO/WCA

Activity Description

The objective of the program is to support liberalization of the
grain export trade of Togo through policy reform resulting in the
licensing of private traders and significant reduction in the role of the
relevant parastatal. This should result la a stabilization and gradual
Increase in farmgate prices and an increase in national export earunings.

A portion of the dollar grant will finance technical assistance in
establishing the licensing system and providing market and harvest
forecasting data and analyses necessary to 1its operation. Generated
local currency w«ill be used for: (a) operations of the data gathering/
analysis entity; (b) capitalization of an intermediate credit institution
that lends to private entities for purposes of removing major constraints
to trade in cereals (not production inpurs, but storage and transportation
largely) and where reservation of AID's right to review and approve
individual loans is not involved; and (¢) co-financing, as a minor donor,
less than 25 percent of the costs of a multi-donor road maintenance
project.

Environmental Actions Recommended

1, Categorical exclusions for dollar and local currency finance applied
to technical assistance (216.2(c)(2)(1)) and analyses and studies
(216.2(c)(2)(111)).

2. Categorical exclusion for local currency applied to capitalization of
an intermediate credit institution (216.2¢e)(2)(X)).

3. Deferred decision on local currency co-financing of less than 25
percent of an IBRD road maintenance project until the total
contribution is determined and, if greater than $1,000,000 equivalent,
the environmental procedures of the major donor have been reviewed
(216.2(c){(2)(iv)).

Bureau Environmental dfficer's Decision

Approved

Disapproved

Date

Clearances:

7
p

[



MINISTERE DU PLAN ET DE L'INDUSTYRIE REPUBLIQUE TOGOLAISE

DIRECTION GENERALE DU PLAN

UNIONPAIX*SOLIDARITE

ET DU DEVELOPPEMENT | Lomé, 1. 23 MAI 1988,
1 P, 1667 - Ta, | 21709-08 —0. ‘
R “F 2150410 -4"6‘ '%M/’m e .%n A KZ%MJU}V
WIME - TOGO

o

o

y - -4"(. L.‘ qe M
A b,b.g../mm/ocajﬁ/nm
' Monsieur le Représentant de 1'USAID

L_O M B

“u: le Reoresentant,

&

vt lc vadze de lz libéralisation de 1'exportation des cérdales, le Togo
1. 2eTiXe en piace des infrastructures nécessaires & la réalisation de
~ritisn, A cet effet,
Lk Jtuoureur de solliciter auprés du Gouvernement Américain le finance=-
i oo ame 4labdord et qui comporte les élémenis suivants 3

1o la creation d'un systéme d'attribution de licence pour l'exporw
*acion des zéréales en 1986 et les anndes suivantes.

«v i dafinition du volume d'exportation sur la base des estimations

3% product.ci, des besoins de consommation nationale et des exie
jences en natiére ae stock de séecurité,

30 Le systéme d'atiribution ‘de licence d'exportation doit offrir des
Jossibilités d'accés élargi au marché d'exportation de céréales
vour le secteur privé,

4. Lorsque la cisponibilité en céréales sera confirmée par les
orevisions, le Gouvernement débutera la délivrance de licences
i'exportation dés le rois de septembre et pas plus tard que le
2cis ae novenbre de chaque année, et ceci 2 partir de 1986,

30 s licernceas

rrance jusqu!

eront valables au moins & partir de la date de délie

ser
A la séricde de mars—avril,

3

ament s¢ zéserve toutefois le droit de suspendre les exportations
it cérealier maniiesté,

®o TOGOGRAIN achétera des céréales 3 des prix reflétant les conditions
du marché dans le tut de maintenir son stock de sécurité dans les
iimites ayant fait l'objet d'un accord aveec la Banque Mondiale dans
ie cadre du crédit d'Ajustement Structurel, TOGOGRAIN peut aussi
rendre du zals sur le marché 3 l'exportation, dans le cadre du
sToiTamne de gestion de son stock,

weoawh L seftuue du osysidme d'exporiation de céreales, le Gouvernement

¢ 0t s l2zoin i'une assistance technique importante en matiére de prévision

e 2t de suivi ces mouvements de prix des cérédales,

20/2 7
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Les fonds «e con:repariie contribueront & 12 construction des installations
~Tokae ocur des sTouniments de saysans organisés et & 1'amélioration des

ie

“Tangnort le¢ terérles destinédes 3 l'expoziation,

Je vous saurai gré des dispositions que vous voudriez bien prendre en vue
.ompt aboutissement de ma requlte,

Teu

illez axreer, Monuleur le Représentant, l'assurance de ma considération
o/-




ANNEX D

TRANSLATION
MINISTRY QF PLAN AND INDUSTRY REPUBLIC OF TO0GO
UNION-PEACE~-SOLIDARITY
GENERAL DIRECTION OF PLAN , .
AND DEVELOPMENT Lome, May 23, 19856
(21-09-05)
P.0.Box 1667, Tel: (21-50-10)
Lome, Togo The Minister of Plan and Industry
to the
No, 1358/MP1/DGDP/DPD/DDR USAID Representative
Lome

The Representative,

In the process of liberalizing cereals exports, Togo plans to put the
requisite 1infrastructure into place for the achievement of this
operation. Tc this end, »

I am pleased to solicit financing from the American Government for the
elaborated program which will include the following elements:

1. The creation of a licensing system for cereal exports in 1986 and
in subsequent years.

™~
.

The export volume will be based oa estimates of production,
national consumption needs and security stock requirements.

3. The export licensing system must offer possibilities for expanded
access of the private sector to the export market for ckreals.

4. Provided cthat forecasts demonstrate adequate supplies, tne
Government will begin to 1issue export Llicenses as early as
September, bu not later than November each year, beginning in
1986.

5. The'licenses will remain valid from the 4date of Lssue at least
until the period of Mawrch/April.

The Government reserves for itself the right to suspend exports in
the case of a manifest cereal deficit,

6. TOGOGRAIN will purchase cereals at prices reflecting prevailing
market prices in order to maintain 1its security stocks at the
limits agreed upon with the World Bank under the existing
Structural Adjustment Credit. Moreover, TOGOGRAIN can sell corn
on the export market as part of its stock management program.

s '\\



In support of the system of cereal export reform, the Togolese Government
will need {important ctechnical assistance in crop forecasting and in
monitoring cereal price fluctuation.

The counterpart funds will go towards the construction of storage
facilities for organized farmer-producer groups, and towards improving
the means of cereal exponrt transportation.

I am indebted to you for the measures you will take in order to glve a
prompt reply to my request.

Please accept the assurance of my highest consideration.

signed

Yaovi ADODO
Minister of Plan and Industry

R



ANNEX E

SCOPES OF WORK FOR TECHNICAL ASSISTANCE

Technjcal Assistance for DESA

Short term (July ~ August 1986)

Purpose: Assist DESA in the preparation of crop forecasts for mailze
for the current harvest., Assist DESA in the use of the maize
production estimates to determine whether or not a surplus exists
upon which export licenses may be issued. Refine and apply a formula
for determining exportable surpluses based on production estimates
and historical consumption levels, Advise DESA and the institution
authorized to 1issue export licenses on the use of a formula for
determining exportable surplus,

Scope of Work:

1. Estimate 1986 maize production using:

a) field observation of crop conditions in Maritime, Plateau and
Centrale regions;

b) interviews with agricultural project staff and other
knowledgeable participants in the maize production system;

c) analysis of historical rainfall levels and maize production
and 1986 rainfall levels; and ’

d) NOAA satellite imagery.

2. Oversee DESA maize production estimation work 1in July and
August. Review the procedures for estimating area cultivated and
crop yields. Assist in improving DESA's reporting procedures.

Outguts:

- Maize production estimates for each of the three principal
growing regioans.

- An ésttmate of exportable maize supplies based on a formula that
uses estimates of production, historical coansumption needs and
security stocks.

’ !
= A report detailing the status of maize production in Togo at the
end of the 1986 harvest (August). The report will include:

a) estimated maize production for 1986;

b) estimated domestic maize consumption requlrements;

c) level of existing public maize stocks and to the extent
possible private stocks;

d) rstimated maize surplus or deficit for 1986~87; and

e) estimated exportable maize surplus or import
requirements.
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- A recoﬁmendacion on the volume of wmaize available for export
ufider the licensing system.

= Recommendations on the level and type of additional technical
assistance required to strengthen DESA's capacity to conduct crop
forecasts and price monitoring.

Personnel and Level of Efforc:

The short-term technical assistance to DESA will require the services
of an agricultural statistician and an agricultural ecomomist with
the following responsibilities:

Agricultural Statistician

Responsibilities include conducting field observations of maize crop
conditions, reviewing data collection procedures of DESA and
recommending improvements, assisting DESA's staff in data collection
and statistical analysis of maize crop conditions; preparing wich
DESA staff an estimate of the 1986 maize crop; and making
recommendations for further levels and types of technical assistance
to strengthen DESA'e capacity to assess and make estimates of crop
production,

égricultural Economist

Responsibilities include: developing and implementing the formula for
estimating exportable supplies of maize, including estimates of
consumption requirements, security stock levels, and ma.ze
production; recommending levels of exports; integrating NOAA provided
information on crop conditions into the report; and making
recommendations on further levels of and types of technical
assistance to strengthen DESA's capacity to assess cereal cunditions
and make estimates of crop supply and demand.

Illustracive Budget

Agricultural Statistician for 2 months $33,000%
Agricultural Economist for 2 months | 33,000
Travel in-country. 4,000
Miscellaneous (Computer rental, report
preparation, translation services, etc.) 5,000
Total $75,000

.ncludes salary, international travel and per diem”

)y
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Long-ferm Technical Assistance (September 1986 - August 1987)

Purpose: to strengthen the institutional capacity of DESA
systematically to collect and analyse data on cereals production,
prices and marketing. To assist DESA in the development and
implementation of a system to: (a) develop estimates of supplies and
utilizatioa of cereals in Togo, (b) estimate the level of exportable
cereals supplies, and (c) monitor and forecast producer and consumer
cereal prices. This will enable DESA to present this information and
analysis as the basis for making decisions on mansging Togo's food
supplies, including decisions about the issuance of export licenses
and food imports.

Training:

On~-the-job and formal training of DESA personnel will constitute a
principal component of the technical assistance program. DESA
personnel will receive instruction in the following:

Enumerators -~ Training in techniques for estimating avea under
cultivation and <crop vyields. Review of price collection
techniques and advice on how generally to record data.

Field Supervisors - Training in management of surveys and
techniques to be ised in collection of production and price data.

Statiscicians - Training in area frame sampling. Review of
techniques used to extrapolate data to regional and national
levels. Training in the use of microcomputers to organize and
analyze data. Training in the use of techniques in making
estimates -and forecasts of crop supplies, including exportable
supplies and in monitoring and forecasting price movements.

Analysts - Training in the design of survey instruments which are
computer-compatible. Training in the use of microcomputers for
data analysis. Instruction in the use of rainfall data and
satellite 1imagery as crop production forecast 1iadicators.
Training in the application of the formula for determining the
existence of exportable surpluses. Analysis of price data.
Training in the preparation of reports for use by decision makers
and for public dissemdinacion.

Senior Administrators - Management training.
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Technjcal Tasks:

Given the weak institutional capacity of DESA, it will be necessary
for the technical assistance personnel to fulfill line functions
within the organization, These line functioas will be concentrated
at the statistician and analyst level. The technical assistance team
will participate in the planning, design, implementation and analysis
components of the crop production forecast and price monitoring
systems.

Outgucs:

Enumerators trained in crop and yield estimation techniques and
in the collection of price data.

Statisticians trained in sampling procedures, crop estimation
techniques and the use of microcomputers,

Analysts trained in the use of crop forecast information as a
means of measuring exportable wmaize surpluses and trained in
microcomputer applications.

A fully articulated system for estimating cereals supply and
utilization.

Personnel and Level of Effort:

The long-term technical assistance to DESA will require the services
of the following:

Agricultural Statistician

Qualifications: PhD 1in agricultural statistics with substantial
experience in design and implementation of sampling systems for
estimating area, yield, and production of cereal crops. Fluent in
French at the R-3 S-3 level. Experience in working in Africa.

Responsibilities will include developing a system for estimating crop
supply and utilization for major cereal crops in Togo; providing
technical advice in all aspects of crop condition assessmeat and
estimation procedures; prganizing seminars, workshops, and other
training for DESA staff; overseeing preparation of reports on crop
supply and demand for use by decision makers as well as reports,
press releases, etc. for public disseminatlon.
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Agricpltural Economist

Qualifications: PhD 1in agricultural economics; with substantial
experience in agricultural commodity research and analysis, including
experience 1in estimating supply and utilization of agricultural
commodities and in forecasting crop supply, demand and prices.
Fluent in French at R-3 S-3 level; extensive experience in preparing
agricultural policy analysis, iancluding demonstrated experience in
preparing analytical reports for use by policy officials as well as
reports destined for public dissemination. Experience in working in
Africa,

The agricultural statistician will be available full-time. The
agricultural economist will be available on a regular basis
corresponding with the schedule for field work and preparation of
analytical reports worked out in conjunction with the Director of
DESA and the agricultural statistician. It 1is expected that the
agricultural econcmist will be available for three months out of each
year. :

Illustrative Budget

Ag. Statistician for 2 years @ $125,000/year $250, 000
Ag. Economist for 6 months/2 years @ $15,000/mouth 90,000
Seminars/Workshéps/Training ' _ 45,000
Miscellaneous ' | 20,000

Total $405,000

Technical Assistance for Licensing System and TOGOGRAIN Rules

Purpose: Devise an export licensing s 'stem for maize to be used by
the Ministry of Commerce., Assist TOGOGRAIN to codify 1its operating
rules for intervention in the domestic and export malze market.

Scope of Work:

1. Review past GOT cereals export licensing procedures;

2. Design an export licensing system in collaboration with the
Ministry of Commerce that addresses the following considerations:



- E=-6 ~

a) timing of issuance and length of license validity;

b) qualifying vequirements for license applications;

¢) cost of license and procedures for distributing licenses;
d) volume (i.e. metric ton) unit of each license;

e) renewal procedures; and

3. develop a set of rules regarding the operation of TOGOGRAIN which
covers the following points:

a) when and at what price TOGOGRAIN may buy maize;

b) conditions under which TOGOGRAIN may sell on the domestic market;
¢) conditions under which TOGOGRAIN may export maize;

d) management of TOGOGRAIN's stock, i.e., turnover each year; etc.
OQutputs:

1. A detailed report describing the export licensing system to be
used by the Ministry of Commerce {n the implementation of CELT.

2. A set of operating rules for TOGOGRAIN's buying, selling and
stock management operations.

Personnel and Level of Effort:

This short-term technical assistance will require the services of an
international agricultural trade and marketing specialist with at
least 10 years of experience in cereals export trade. Fluency in
French at the R-3 S-3 level {is desirable along with experience in
Africa.

Illustrative Budget:

Agricultural Trade and Marketing Specialist for 6 weeks $22,000
International Travel 2,000
Miscellaneous . 1,000

Total $25,000
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Technical Assistance for Rapid Reconnaissance of the Malze Marketing

System

Purpose: The objective of the studies is to assess the organization,

operation and performance of the ceraals marketing system in order to
identify what further technical and financial interventions the
government should make to improve the efficiency of the system, The
surveys will 1identify problems, opportunities and constraints for
producers and traders and will assist the goverument to increase
direct producer participation in the marketing system.

Scope of Work:

Each survey will examine the following key aspects of the corn
marketing system:

= Technical Characteristics =~ Examination of how technical
characteristics of maize affect physical marketing practices such
as harvesting, storage, and processing. :

- Marketing System Participants and Organization - Identify
matrketing channels and participants, including types and numbers
of firms and their geographical distribution. Identify key
assembly, redistribution and terminal markets.

- Marketing Infrastructure -~ Assess physical 1infrastructure for
marketing, including adequacy of storage, transportation and
markets and evaluate the degree to which these constrain market
access and incentives to produce for the market. '

- Marketing System Operation - Examine exchange processes, rigk-
sharing mechanisms and information dissemination and any evidence
of unusual market power.

- Marketing Strategies of ‘Farmers - Examine sales practices
including timing and volume of sales, terms of transactions and
storage practices.

- Consumptioan Patterns - Estimations of supply availability and
determination of the direction and magnitude of commodity flowa,
Maps of surplus and dgficit areas.

= Price Trends and Seasonality =~ Analysis of seasonal and secular
trends in wholesale and retail prices aand examination of the
affect of price variation on wholesaler behavior,



Qutputs:

Since the surveys will be focused at the farm and rural market level,
they will provide a very timely means of testing assumptions
underlying the export liberalization program and adjusting the
program when necessary. The surveys will assess the extent to which
these hypotheses are valid:

- farmgate prices for maize will increase due tz iucreased demand
generated by the export market;

- farmers will increase maize production in response to increased
prices;

- farmers will increase investment in storage, through
participation in groupements, to iacrease their market power;

-~ farmers will gain access to more buyers as competition for
limited supply brings more buyers;

- traders will seek greater supplies of maize once they are assured
of an export opportunity and a stable government policy with
respect to commercial exports of maize; and

- farmers will form groupements as means of gaining access to
credit for inputs to increase productivity and to obtain storage
and marketing services to increase their influence in the market,

Personnel and Level of Effort:

Conduct of the periodic Rapid Reconnaissance surveys will be the
responsibility of SOTED. SOTED will be assisted in this task by a
full-time agricultural marketing specialist and short-term expertise
as needed.

Agricultural Markering Specialist

The warketing specialist will nold either a PhD., or a M.A. in
agricultural economics, economic anthropology or economic geography
and have at least five years of experience in the analysis of
marketing systems in developing countries. Experience in Africa is
highly desirable. The specialist must be fluent in French at the R-3
$-3 level,



The marketing specialist will be responsible for the design, conduct
and analysis of periodic studies of the Togolese cereals market.
Specifically, this involves assessing the organization, operation and
performance of the maize marketing system to identify the impact of
policy reform such as the 1liberalization of the export market.
Special studies of the regional cereals market may also be required.

Illustrative Budget:

Agricultural Marketing Specialist 2 years @ $125,000/yr $250,000
Short-term Technical Assistance - 4 months @ 15,000/m 60,000
Miscellaneous . 20,000

Total $330,000



ANNEX F
NOTE ON PROSPECTS FOR REGIONAL MAIZE EXPORTS FROM TOGO

Pl
Export Policy

In 1980, the Togolese Government issued a decree prohibiting all cereal
exports by the private trade. Only exports through its public grain
marketing board, TOGOGRAIN, were officially sanctioned. Thus, 1in 1984
TOGOGRAIN sold about 5,000 tons of maize to the Federal Republic of
Germany for re-export to thte drought=affected Sahelian country Cape
Verde. In 1985, TOGOGRAIN sold grain for export under license to private
traders. About 1,655 tons of maize were orficially exported under this
procedure. Most of the licenses issued in 1985 were issued to traders
from \Niger. The licensing scheme employed by TOGOGRAIN appears
relatively simple. Individual traders were issued licemses designating
amounts and values of the purchase. Traders paid a handling fee which
covered the cost of fumigating the grain.

Unofficial Cereals Exports

Despite the bau on private trade, there is by all accounts a thriving but
small scale illegal export trade of maize from Togo to Burkina Faso and
Niger and probably through Benin to Nigeria. Because the trade 1is
1llegal, no effort is made to record or publish estimates of its volume,
There are also imports of maize into Togo from Ghana, but the extent is
also unrecorded. The unofficial trade is not effectively policed, but
the limits the government has 1imposed on private cereal exports
nevertheless constitutes a constraint to larger commercial exports of
cereals,

Estimated Volumc of Unofficial Exports

A recent study by the Caisse Centrile de la Cooperation Economique (1985)
estimates that exports of maize, not counting officially sanctioned arnd
licensed exports could have totalled as much as 14,000 tons in 198...
This estimate {is based on available supply/utilization data, including
estimates of available supplies of maize, rural and urban coansumption,
seed use, and losses, The 14,000 ton estimate is a residual after
accounting for supply and use. (The formula used by the CCCE 1is:
Production - seed and losses = ivailable supplies; available supplies +
imports - rural and urban consumption = exports.)

TOGOGRAIN's Role in Cereal Exports

TOGOGRAIN was created in 1971 as a public sector enterprise for marketing
cereals and other focds. Its responsibilities include:

- buying, storing, comserving and distributing food products;

- stabilizing prices paid to producers; and

= identifying foreign markets for exports during times of surplus
and identifying sources of food impor:is during periods of shortage.



Under the World Bank's second Structural Adjustment Credit (SAC)
TOGOGRAIN would have a much more limited role., It would wmaintain a
maximum of 10,000 tons of cereals as a food security stock.

Changes in Export Policy

Under the SAC the Togolese Government has agreed to a number of policy
changes that will affect cereals exports. The principal changes include:

- liberalizing the export of food grains, except in times of shortage.

- establishing operating guidelines for TOGOGRAIN in order to improve
its manageuwent and efficiency and to help it to assume its food
security role; and

= promoting increased output of food and encouraging farmers to
increase their own storage capacity through a program of
constructing small storage facilities,

These are all agreements in principle. The AEPRP/CELT would enable the
government to implement these policy changes.

Cereals Export Potential

Cereal export potential {s based on the expectution that sufficient
production potential exists in Togo to produce an exportable surplus of
maize. While it is not clear that Togo has achieved a "structural”
surplus of maize, 1t appears that Togo has substantial production
poteatial., Yields have averaged little more than a ton per hectare in
traditional cultivation, but with improved seeds, cultural practices,
information, etc., yields of 2.9 tons per hectare have been achieved.
According to one set of estimates (USDA supply/utilization data for
Togo), Togo has increased production cf maize in seven of the past 9
years. Drought substantially reduced the harvest of 1983, but 1984 and
1985 crops of maize were substantial. Such large harvests are thought by
most observers to be a disincentive to production because of their
depressing effect upon prices and the small size of the Togolese domestic
market. Exports would give additional impetus to demand, creating
1ncentives for producers to increase their output of cereals.

Regional Demand

Cereal deficits in Niger and /Burkina Faso were estimated to be more than
500,000 tons in 1984-~85, Most of this deficit was met by. ‘food aid
lmports from the United States, the European Community, the World Food
Program and other donors. Togo is a long way from being able to fill a
substantial portion of the food needs of drought-affected Sahelian
countries, but it could meet some of the demand for cereals notably in
urban areas in those countries.
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Surplus m#ize from Togo could be profitably exported to Niger and Burkina
Faso according to the recent CCCE study. That study estimates an average
net margin, after paying assembly, storage, transport costs, on maize
exported to those two countries of FCFA 30 per kilogram. With 15,000
tons of maize exports, the total net returns would be FCFA 450 million,
or approximately $1.2 million per year.

Other Fxport Opportunities

There: is also the possibility that Togo could participate in "triangular”
trade arrangements with financing by donors of exports to drought
affected countries 1n the Sahel or elsewhere, Such was the case with
exports financed by Germany, of 5,000 tons of maize from Togo to Cape
Verde in 1984,

It would be difficult for the private sector to participate in such
triangular trade arrangements because of the fragmented nature of the
private marketing system. However, TOGOGRAIN would not be in a position
to respond to such opportunities if such a response conflicted with 1its
responsibility to maintain a limited food security stock of 10,000 tons
of cereals,



ANNEXE G
Republic of Togo
istry of Rural Development

Excerpts from New Scrategy for Rural Development*
(March, 1985)

Chapter 2: Definition of the New Strategy (excerpts pages 28 and 29)
2.3. Actions subsequent to production

Following crop production are the issues of storage and markecting.
Their improvement can provide a powerful means to raise revenues for
the farmer.

In storage, the focal point will be the reduction of post-harvest
crop losses. This implies the overriding necessity to promote a
program to improve storage conditions at both the individual farmer
level and for producer groups. Besides limiting crop losses, improved
storage facilities will allow farmers to take advantage of peak price
periods to market their products at fair market value. Farmer
revenues stand to gain by improvements in storage and marketing.

A storage improvement policy means that farmers and producer groups
are able to obtain requisite financing for the procurement of
essential materials for the construction of storage facilitizs,

Assistance from the World Food Program, distributed only in-kind, is
Insufficient to achieving this end; financial assistance will be
sought from other sources, including PVOs which are well-adapted to
support these micro-projects. Local farmers will furnish their own
labor,

As for marketing, the most significant actions to undertake focus on
constituting producer groups for marketing purposes. Experience has
shown that farmer-producers, grouped for marketing their produce,
succeed better than those grouped for input supply to production.

Producer prices for cash crops will be fixed in such a way that
producers obtain an incentive revenue, without greatly diminishing
the revenue which the state receives from this type of production.

As for food crops, for ¥hich the price is determined by the law of
supply and demand, it will be satisfactory to act so- that farm
production costs are maintained sufficiently low that farmers will be
able to withstand depressed food crop prices. 1In the same way,
production costs ought to be such that in the end, Togolese products
can find sub-regional markets. This would imply a relative lessening
of production costs whi:h will essentlally be gained from an increase
in yields.

*) unofficial translation
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The gpplication of the new rural development strategy, and the
efforts mounted to improve storage and marketing will lead to:

an increase in the volume marketed, either locally (which will
improve the coverage of national needs), or for export purposes -
which will contribute to an improvement in the balance of

payments;

a uike in monetary revenue for the producer, and thereby, to an
improvement of the quality of life ln his milieu, so that he can
act more effectively; and

a transfer to the farm level of a major part of the storage and
marketing activities, all of which will permit TOGOGRAIN to limit
itself to establishing and managing cereal stocks for food
security.



ANNEX H

PRIVATE SECTOR INCENTIVES IN THE
SECOND STRUCTURAL ADJUSTMENT PROGRAM
FOR TOGO

The basic objective of the second phase (1985-87) of the Government's
structural adjustment program is to lay the foundation for the resumption
of a sustainable rate of economic growth over the medium-term. Continued
progress in financial stabilization is a prerequisite for success.
llowever, structural adjustment means exploiting the areas of greatest
comparative advantage. These lie in both the export crop and food crop
sectors which contain the bulk of the country's population and where land
resources would permit expansion. To a lesser extent, Togo has
development potential in industrial processing for export and in
efficient small- and medium-scale enterprise production for the domestic
and regional markets. Phosphate mining represents an important source of
export revenues which could be greatly enhanced, should the market
prospects for the proposed phosphoric acid plant currently being studied
improve significantly.

The strategy to accomplish these growth objectives is based on two
major thrusts., First, it requires a shift from direct involvement by the
Government 1in the production process in favor of introducing private
sector supply responses through an expansion of incentives. Second, it
requires much greater efficiency in the use of public resources through
the disengagement of the Government from the inefficient public
enterprise sector, a compression of public expenditures, redirection of
spending towards economic priorities and finally an efficient economic
ménagement: and policy decision-making system.

The program to carry out this strategy, with the support of SaC II,
would have the following main features grouped around the two main themes
descrihed above:

Private Sector Incentives

- agricultural incentive reforms including real increases in producer
prices for coffee, cocoa and cotton, in order to expand production of
export - crops and income as a basis for rural {investment:; and
liberalization of food crop marketing iacluding exports, 1in order to
give farmers access to regional markets where there is a potential to
sell increased output;

. /

=~ an actlon program to raise food crop output through improved qualicy

of agricultural services (extension services, input supply, etec.);

= preparatory studies for an industrial incentive reform in the areas
of custcas tariffs, taxes and small- and medium-scale enterprise
promotion.

d
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Public Segtor Efficiency

- concentration of public investment on productive sectors, high-return
projects which clearly identify recurrent costs, w«ith primary
emphasis on 1increased returns from existing assets through
maintenance and rehabilitation; the first stage of veforming the
operational efficiency and organization of the key economic
ministries would be initiated and an increasing emphasis would be
placed on the review of the composition of both curreat and
investment spending; and

= reduction and reform of public enterprise sector through
restructuring, the closing if necessary, and privatization where
possible,of the bulk of state-owned enterprises, taking into account
prospective industrial incentive reforums.

Rural Development

In its overall development strategy, the Government gives priority to
rural development and to increased agricultural production and exports.
The Government's objective {s to increase food production so as to ensure
food self-sufficiency and make available a marketable surplus, while
continuing to increase the production of the country's three main export
crops. As Togo 1is a predominantly rural economy, this policy is critical
for the country's overall development, incomes and public revenues.
Moreover, Togo's major agricultural exports (coffee, cocoa, cotton) are
Important foreign exchange earners with considerable growtn potential.

To achieve this obhjective, the SAC II program calls for: (i) a
realignment in real export crop producer prices in order to stimulate
production and rural income; (1i) a liberalization of foodcrop marcketing,
including export; and (iii) a reorganization and reinforcement of
agricultural services.

Realignment of Export Crop Producer Prizes

As part of the preparation of the SAC II program, the Government
increased producer prices for cocoa and cotton in October 1984 as follows:
cocoa from CFAF 275 per kilo to CFAF 300 (9.1 percent) and cotton from
CFAF 75 per kilo to CFAF 90 (20 percent). During SAC II appraisal, in
November 1984, it also raised the producer prices for coffee from CFAF 290
per kilo to CFAF 315 (8,6 percent).

For the next three years, the Government would continue to increase
the producer prices for coffee, cocoa and cotton. These increases should
be higher than the inflation rats and lead to a significant improvement

in  rural 1income, The Government medium~term objective is to
substantially increase real Incomes of producers of coffee, cocoa and
cotton. An  understanding was reached with the Government during

(1
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negotiatio;s that quantitative objectives will be established in agreement
with the Association before the second tranche release. The quantitative
objectives would be achieved by a combination of annual adjustments of
prices and increases 1im output at the producer's level (increases in
ylelds and acreage), taking into account the international market prices
of the products in question and other factors. Fer crop year 1985/8%,
the Government increased the real incomes of producers of the main export
crops by 5 percant by setting the following new producer prices: CFAF 355
per kilo for coifee (15.9 percent), CFAF 330 for cocoa (10.0 percent);
and CFAF 105 per kilo for cotton (15.7 percent), Further lLncreases in
producer prices would take place after consultation with IDA for crop
year 1986/87, in the light of the objectives and principles set forth
above, as a coandition of release of the second traanche (Schedule 3 to the
Development Credit Agreement). These increases, in conjunction with
other factors, would aim at accelerating the growth of real producer
incomes.

Liberalization of Foodcrop Marketing

Food crop marketing is mainly handled by private wmerchants with
limited Government involvement and prices are set by market forces. Togo
has succeeded in achieving food self-sufficiency, except Iin years of
‘severe drought. The country has even produced significant food crop
surpluses when good rainfall occurred such as in 1984-85. However, there
are important seasonal variations in food crop prices due to wide
fluctuations 1in the size of marketable surpluses, erratic climatic
conditions and a shortage of storage facilities. 1In 1971, the Government
created a grain wmarketing board (TOGOGRAIN) in order to stabilize the
market end secure the food supply. This direct intervention has been
reduced since the Government has limited the role of TOGOGRAIN to
maintaining a maximum 10,000 tons of cereals for food security purposes.
The main policy constraint on food crop marketing {s the present
limitation imposed by the Government on food exports through regular
commercial channels, as informal border trade cannot be controlled.
Government policy would reinforce this non-intervention policy in food
crop marketing in three ways:

First, in orvrder to take advantage of the growing demand for food
imports by neighboring countries, the Government has in principle agreed
to liberalize the export of foodcrops, except in periods of food
shortages. However, the implementation timetable should coincide with
the definition of detailed programs to be carried out in the context of
upcoming agricultural projects. This liberalization would permit market
forces to raise the producer prices and give 1incentives to farmers to
produce a larger marketable surplus of food crops for both the domestic
market and exports.
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Second, the Government would establish new operating guidelines for
TOGOGRAIN, 1including buying and selling procedures, maximum amount of
security stock, appropriate cash flow and necessary investments. To help
establish these nperating guidelines, the Association is providing funds
to analyse TOGOGRAIN's present management and also a management adviser
to TOGOGRAIN, under the proposed third technical assistance credit,
Further, the Government would establish an early warning system in the
Ministry of Rural Development (MDR) to forecast harvests and analyze
markets,

Third, the Government would actively promote increased output of food
and encourage farmers to increase their own storage capacity through a
program for small and inexpensive storage structures patterned op
traditional methods. These objectives would be achieved by an expansion
of extension services and the supply of modern input such as improved
seeds, fertilizers aund insecticides as well as the introduction of a
system of credit to farmers under the forthcoming IDA agricultural
project now under preparation and scheduled for fiscal years 1986 and
1987, Both these projects and the SAC II program would contain the
objective of removal of foodcrop export licensing as soon as appropriate.

Improvement of Azricultural Services

The Togolese agricultural sector is served by two ministries, the
Ministry of Rural Development (MDR) and che Ministry of Rural Works
(MAR), five Regional Directorates of Rural Development (DRDR), and two
major export crop companies (SOTOCO and SRCC). The ministries and the
DRDR employ nearly 3,000 civil servants but they are poorly funded. More
than 90 percent of the MDR's budget is for personnel, and less than 10
percent for materials and service spending. As a result, the official
agricultura. extension and support services, input supply and research
are weak, and several individual projects have had to organize their own
agricultural services, This situation is unsatisfactory due to the
dispersion of efforts amongst diverse projects aad donors. Thus, the
agriculture sector does not bhenefit from adequate extension, iaput
supply, seed distribution or applied research. Less than a third of
Togolese farmers appear to be reached by the development projects in
place and official institutions are generally not organized sufficiently
to service the rest of the rural farming comzunity.

Under the SAC IT program, the Government has agreed to achieve a
better balance between personnel expenditures and material spending in
MDR's current hudget, aad to strengthen and expand agricultural services,
particularly the exr:nsion services, in preparation of a gpecific
IDA-supported agricultural extension project which could be based on the
training and visit system. It has already 1increased the MDR
non-personnel budget from CFAF 95 million {n 1984 to CFAF 265 million in

44
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1985; part of this amount comes from the state's current budget (CFAF 90
million) and part from the {nvestment budget (CFAF 175 willion). Before
the release of the second tranche, the Government would allocate at least
25 percent of the MDR's 1985 budget to non-personnel spending, to support
, improved extension services and {input supply, and 1limit personnel
expenditures to not more than 75 percent of the rotal (Schedule 3 to the
Devalopment redit Agreement).

In addition, a series of coordinated actions would be designed
through future agricultural projects under preparation and implemented to
ralse output as follows:

1, the {nput supply system would be improved through an
increased budgetary allocation starting in 1985;

ii. a national seed plan would be prepared by the end of 1986
covering the organization of seed multiplication farms, and
linking their activities to existing research statlons;

1i1. future foodcrop research efforts would be coordinated on a
national basis and linked to the training and visit system
mentioned above; assistance in this would be provided by the
proposaed third technical assistance credit urder revised
terms of reference for the expert working on agricultural
research;

iv, an 'experimental system of «crediz to farmers would be
introduced within the framework of village groups by the
agricultural credit bank (CNCA) and the DRDRs;

v. improved farm technologies such as ox~-drawn traction would
continue to be encouraged, while small scale irrigation
systens and feeder roads would be constructed or
rehabllitated; and

vi. subsidies on fertilizers and insecticides would he

- progressively phased out as f-vm output and incomes rise. 1In

total, subsidles represent about CFAF 330 million (US$0.7

million) a year in hudgetary outlays. Fertillzers to cotton

account for two third of the total distributed to farmers.

The rate -of subAidy on these fertilizers has been reduced

from 40 percent {u 1983/84 to 20 percent In 1985/86 and will

be phased out completely by 1987/88 in the context of the
cotton development project.

~™
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Preparatory Studies for Industrial Policy Formulation

The decreasing role of the public sector in industry would create a
climate for an enhanced role of the private sector. Under the structural
ad justment process, the Government's second focus of increased incentives
to the private sector would consist of systematic efforts made to fmprove
the policy environment and institutional framework for private
investments,

The Government has recently revised the Investment Code with a view
to extending its benefits to small businesses and making value added a
tricerion for eligibility. It has agreed to an industrial incentives and
fiscal study to he undertaken by the IDA by September 1985, as part of
its economic and sector work. The Government would examine the
recommendations of the study before deciding on customs tariff reform and
long-term {ndustrial policies. Togo maintains an exchange system free of
restrictions on payments and transfers for imports. Quantitative
restrictions are limited and the customs duty varies from five to 40
percent. However, the customs tariff system is complex and should be
simplified and standardized with & view to promoting domestic output of
both intermediate and final goods for efficient import substitucion and
export, protecting Tozo's transit trade and raising fiscal revenues.
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