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and outreach @f the banking sector, The conditionality of the 
sectar program grant improves the internal and external management 
and control systems needed to prevent a recurrence of t h e  present 
crisis, while assisting the banking sector to more fully address 
development needs by allowing it to prioritize loans and investment 
according to the risk assessments o f  the banks themselves. T h e s e  
measures include reducing the GQS share of bank ownership and its 
influence on credit allocation; consolidating and/or liquidating 
unprofitable banks; increasing and improving bank inspection and 
supervision, and reducing taxation of savings. Because of the 
institution-building character of many of the reforms, an estimated 
$3 million of the $35 million program will be reserved for 
associated technical assistance measures, including developing 
systems for accelerated recovery of bad debt, improved bank 
management, bank privatization, monetary and financial studies, and 
program implementation, monitoring and evaluation. Local currency 
made available by the sector program grant will be used to reim~urss 
tRe GOS for accelerated reductions in its liabilities to the banking 
system. 

IV. Analyses 

1. General 

The Executive Committee Proqrarn Review (ECPW) met on Seocenber 
21, 1989, and found that the economic, financisl, institutional and 
impact analyses contained in the Program Assistance Approval 
Document [ P A A D )  satisfactorily justify the need for this sector 
support program. 

The ECPR further concluded that the PAAD should be revised as 
follows: the purpose statement should be modified; the end-of-project 
status (EOPS) indicators should be quantified; details supporting 
the estimated technical assistance costs should be indicated; the 
discussion on local currency uses should include a statement of the 
expected developmental impact; and a section should be added 
outlining t h e  program's developmental hypothesis (that a viable 
banking system will, over time, increase the provision of financial 
services and other benefits to AIBss target groups) and establishing 
a monitoring system f o r  tracking the necessary variables to confirm 
this hypothesis. These changes have been incorporated in the revised 
PAAD. 

2 .  Human tights 

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

3. Gray Amendment 

Given the Bureau's continuing efforts to maximize procurement 
involving Gray amendment entities, procurement requests for technical 



assistance will strongly encourage t h e  participation of rnincrities 
and women. 

Conditions Precedent (CP) and Covenants - - 
The conditionality for the program is designed reduce GQS 

ownership to less than 25% of any bank; improve bank rn&nayernent by 
allowing managers to make lpnding and personnel decisions without 
GO§ interference; reorganize, consolidate and/or  close illiquid or 
insolvent banks with appropriate BCEAO oversight: establish targets 
and timetables for recoveries of bad debt; encourage the 
mobilization of domestic savings; increase %ne frequency of BCEAO 
inspections and improve banking supervision, &nd establish the l e v e l  
of funding the GOS wiil grant to the Senegal Mrssion in support of 
general orerating expenses. 

Implementation Plan and Accounting Procedures 

1. Cash Disbursement 

Details on the transfer mechanism and accounting procedures are 
set out in the Draft Program Grant Agreement submitted as Annex I 
along with the PAAD. The procedures set forth in the Draft Program 
Agreement will be incorporated into the provisions of the the final 
PrGgram Grant Agreement being signed with the G6S. 

Senegal is a member cf the West African Monetary Union ( W A M U J ,  
which renders the tracking sf dollar disbursements impractical as 
concluded in 88 State 431. Accordingly, the interim guidance 
applicable to ESF cash disbursement programs in WAMU countries an6 
the procedures for carefully tracking counterpart CFA described in 
the above-mentioned cable will be implemented by the Mission. This 
program was informally br~ught to the attention of the relevant 
Congressional staff members and is not considered to be covered by 
the dollar tracking requirements contained in Section 592 { b )  of the 
FY Appropriations Act. 

Project Grant 

The technical assistance and studies to be funded under a 
co~nlsmentary project grant under AEPRP-II will include consultancy 
services for accelerated recovery of bad debt, improved bank 
management and bank privatization as well as overall implementation, 
monitoring and evaluation of the program. Funds are also provided 
f o r  studies of monetary and financial p o l i c i e s .  

The rnanagemept of the Program Agreement Grant funds of $32 
million will be the responsibility of the GOS's Ministry of Economy 
and Finance. The management o f  the CompLementary Grant funds of 
$3 rnillidn for studies and technical assistance will be the 
responsibility of ~SAIDfSenegal in cooperation with the COS Ministry 
of Econr. ~y and  Finance. 



A.I.D. Officers responsible for the implementation sf this Grant 
are: 

Mr. Richard Greene 
USAID/Senegal 

Mr. Barry Burnett 
AFR/PD/SWAP 

V J I I .  Waivers 

There are no waiver requests contained in this program. 

IX. Justification to Congress 

The Congressional Notification for this program was forwarded to 
the Congress on November 8, 1989. The fifteen day waiting period 
expired on November 23 without objection, You approved a 121 ( d l  
determination for this program on August 31, 1989. 

XI. Recommendation 

That you sign (a) the attached Program Assistance ApproVal 
Document (PAAB)  facesheet and thereby approve the program, including 
a life-of-project funding level of $35 million, and authasize the 
first year's funding sf $22 million for the sector program grant 
COmpQnent sf the Senegal African Eccnarnic Policy Reform 
Prograrn(AEPRP-XI), 685-0292, and (b) the attached Project 
Authorization and Project Paper (PP) facesheet and thereby approve 
life of project funding of $3 rnillisn for the studies and technical 
assistance camponent, 685-0299, 

~ Attachments: 

- AEPRP-I1 PAAD 

- AEPRP-IH Project Authorization ~ - AEPR2-11 Project Paper Facesheet 

Clearances: APBJSWA:PDichter 

AFR/DP:JWestley 

Drafter: USAIB/SENEGAL:MB~ 


