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Potential Modes of AID Assistance
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interviews on which this report is based. Lists of vnersons
and documents consulted are appended.



Among the more imnortant themes emerping from the receat
asgsessment of AID assistance undertaken by a foint committee
of 1 §. and Senegalese gnvernment reprenentatives was that a
greater diversity of initiatives needs to be hrought to hear on
economic develonment in Senegal. Ysing a centralized adminis-
trative approacht, 2nd in the last six yvears working nrimarily
thrcugh para-statal development cooperations, the Goverament has
achieved some econonmic prrwth, but not commensurate with nonu-
lation growth The modeir. s3eactor of the economy has heen unable
to generate jobs as rapidly as youne pecnlz are comine into the
employment market. In this context the present report examines
areas where AID might work with ncen-rovernmental initiatives,
including the modern »nrivate sector, Senezalese voluntary
organizations, the informal sector of the eccnomy and rural
communities, with a special focus on hov the internal sector of
the economv generates nroductive employnment.

The slow growth in over2ll production has been drasticelly
influenced by recurrent severe drought since 1963, T"ut other
aspects of stagnation seem to suring from deener constraints.
There has been a historical and continuing shortage cf canital
at all levels of the economy, from the neasant to the Goverument.
Senegal also inherited, upon Indenendence in 1960, an unwieldy
bureaucratic structure and aporoach to administration. The
size of the bureaucracy was inordinately large as it has been
created to administer all of Francovrhone West Africa, vyet the
seven hinterland countries were granted separate independence.

The aponroach to administration consisted of rules and
regulations designed to prevent bureaucrats, and indeed all
segments of the socletv, from enpgaging in corrupt nractices-
changing usurious interest, or takins excess prcofit¢s. But in
preventing wrong practices it also slows and frustrates positive
initiatives. The Government hac also been slow to punish in-
competence or corruption when it does aopesar. Job tenure in
Senegal, like the traditional vatron/client relationshin, is
ideally for 1ife, and is strongly influwnced hy kinship and
friendship ties. 1In practice the checks in the systenm,
multiple high level authorizations and tax exemntions, committee
reviews, studies, contracts, bidding vrocedures, centralized
accountinz and vayinp procedures hecome the hane of every

project., And vhen neonle do ahuse the systen, or simnly fail to
keep 1t functioning, there is a culturally sanctioned reluctance
to penalize or renlace them. Similarly, since civil servants

and many para-statal employees are naid primarily according to
their educational level. without revard to either their resvonsi~-
bilities or performance, Ailicence has to come from either inner
motivation or authoritarian working conditions.



There 18 and has bheen a gercral recopnition of the heaviness
of the bureaucratic structure, narticularly amonse the civil
servants who work with 1t everv day. Yet tlere is little avare-
ness of the impact of extending 1t tec ever grenter areas of the
economv, as has been done during the twentvy vears since inde-
vendence. And the traditional recourse in cases of noor per:
formance 1s to contractual fines ov threats of rersonal penaltfes.
Methods of management through incentives are not generally Y'nown
or given credence. Per nerson nroductivity in the nodern sector
is thus not as hiph as 1t could be: it exceeds nroductivity ia
the traditional sector nrimarily because it involvas preater use
of capital, equipment, and tools.

The creation of joba in the modern sector., whether bty the
state or by private corporations reoujres suhatantial capital as
wvell as management effort. The followiny World Rank estimates of
expenditures ner job created allows one to compare costs in
industry with those 1in irrigated agriculture {$13,700 - 135,900
per job versus 32z.000 4,403 per olot).

Table 1: INVFSTMEMT COSTS PEP JOR IN "PAPOSEN PROJFCTS
AYD FOME INTVRNATIOUAL COMPARISOWS ()

Statistical Concept and Branch of Activity 'S ¥ equivalent (¥X)

A. investment cost per ‘“jobh” created:

1, Takar Marine 73,000
2. Cayar complex (cancelled) 175,000
3. Kaolack inteprated textile oroject 13,1709
4. Senegal River Valley developnent
Mechanized Approach 4. 400
Labor--intensive appreoach 2,000

B. International estimates of ratio of value
of physical carvrital tc less gualified lator
in selected manufacturing industries:

5. Cotton, varn and tissue 7,300
€. Textile, needle work & rope products n.e.s. 33,4¢0
7. Knitted soods nLne
8. Ready made clothing 6,600

(¥) The Economic trends aund Prosnmects of Senegal, 4 vols.
(December 1979), 1V, 76.

(X¥X)rough estimates.



The informal or non-structured sector of the econony. operates
in sharp contrast to this, largely outside the fnrmal legal and
administrative structures, as the modern descendant of the African
private sector. It has the advantage of generatinp emnloyment
cheaply and without administrative fntervention.

Calculationz of the cost of job creation in rainfed agricul-
ture and the informal uvrban or market~town economv are difficult
to make, but one can estimate that they are less than one tenth
the minimum cost in the formal sector In rainfed apriculture
they consist only of the provision of road access (by the goverament)
if not already available, the cl:aring and attribution of rights
in land (usually by villagers, inzcreasincly by developnment corvo~
rations) and the provision of wells (usually by villagers).
Jobs in petty tra'e are created through apvprenticeship, or through
the investment by a farmer of about $200 of harvest income in
commercial stock to be traded during the drv secason. The
partially enforced administrative requirement 1s that he signs
the commercial register at the nearest court-house. Only in
Dakar are regulations (identification requirements) used to exclude
street traders from plying their wares. Jobs in skilled small
crafts are created through apprenticeship, usually long (5-15 years)
and unpaid or :inimally paid (82 - 10/veek). Before'rcstahlishing
himself as a journeyman, the craftsman must acquire %50-500 worth
of tools and equivment. A number of modern-sector povernment
and PVO programg short-circuit this process, providing 6 months
to two years training, market research, workshon sites, and
credi: at low interest with which a journeyman may gset himself
started. Although no calculations are available, donors tn these
orograms universally report frustration with the hig"h cost per
Job created. The enseignement moyen pratiocue propram is now a
vocational option in some public junior hig® schools. A 1974
study found that onlv 5% of petty producers interviewed had
beer trained in schools or organized training ororrams, while
707 were apprenticed and another 24% had learned their skill on
the job in government or wrivate employment (X).

Since independence in 195” the total number of jobs in the
formal sector (government and private) iz e2stimated to have
increased at a rate of 1.6% per year, far more slowly than the

(%) Chris Gerry, Petty Producers and the 'rban Fconomy: A Case
Study of Dakar, World Employment Propgram Research Working
Paper. WEP 2-19/AS8 (Geneva, ILO, 1974),.




urban labor force rate of 3.7 (X).

In 1977 there were an estimated 70,110 salaried positions
and 99, 612 daily or seasonal jobs - a total of 169,722 (¥X),.
This amounted to 107 of the labor force in Senegal (1977
1,707,390). The other 90% o0f the labor force are seasonally
employed in agriculture, working in the informal sector (1972-
227,090 jiobs) and/or enemrloyed (X¥¥). The rate of unemnloyment
and underemrployment has been increasing, both because vopulation
growth exceeds employment generation, and tecause the desire to
participate in the cash economy has become nearly universal
since 1independence.

Interest in cash incomes has been spurred by the hleakness
of present and future opvortunities in rural areas, where the
average peasant grows most of his own food plus neanuts, cotton,
and other cash-earning activities with an estimated 83,000 CFA
($374) annual average in 1975 (%XXX). With no possibility of
reasonahble cash incomes in rural areas, young people increa-
singly leave for town.

Migration from rural to urban areas has shifted from a
largely seasonal market-town affluence to an increzasingly
permanent and centralized flow towvards the canital, Dakar. It
affects the largest proportion of the porpulation in the farthest
out rural areas (Fleuve, Casamance, and Senegal Oriental) where
opoportunities for cash incomes are negligible. The ‘roesulting
labor shortages there are anly partially comnmensated by influxes
of migrant vorkers from still more peripheral cash-pboor provinces

(X) Vorld Bank, Trends, 1V, 56, 65,

(¥X)Vivision des Ressources Humainesc, Nirection de la Planification,
1'Emploil et les Salaires dans lc Secteur Moderne (1%77) found
55,234 salaried positions on employer tax roles. This has been
inflated 27% in accordance with the margin of error found in an
independent survey of employment conducted by SOVED in 1974,
(Les Activités Economiques du Secteur Moderne au Sénégal).

Tax renortinp of seasonal and daily employment avnears to have
jumped suddenly in the seventies (11,770 in 1971- 23,659 in
1974; 52,238 in 1977), which may nean the correction used

here for the additional untcoxed labor excessive (Division

des Ressources Humaines).

(X¥EX) IBRD

(XHX¥): “orld Rank, Trends, IV, 4.



of neighboring Mauritania, !Mali, Guinea and Guinea-Bissau.

On the other hand, the greatest ahsolute nurhers of urban
migrants come from the already densely nooulated neanut basin.
That area just inland fror Jakar alonr the railronads. where cash
cropping developed during the colonial period, 1is now exne-
riencing soil =2xhaustion and lncalized overvonulation., 1In the
period 17%5 througsh 1976, Dakar rzaceived incomire adult migrants
&t rates of 9,000-40,n7N0 ner vear, +ith a sharp rise in the
mid-seventies after several ycars of severe drought (¥). Less
than 1,000 formal sector sectcr johs wer: added each year.

Several recent studies have shown that informal sector
incomes not only exceed rural incomes by scveral hundred percent:
they also compete faveorably with formal sector wages. Migrant
incomes from such low paid jobs as water carrving, domestic
service with lower middle income families, and street vending can
range as little as 2,700 CFAF per month (an income exceeded by
the average street beggar, who 1s estimated to “ake 5,000~
40,000 CFAF per month). The following table of informal sector
incomes among OHLM room renters gives an estimate of the range
of incomes to which migrants carn aspire:

(X) Lucie Gallistel Golvin et al, The Uprooted Of the Western
Sahel: Miprants' Ouest for Cash in_the Senegambtia (forthco:..ing:
Praeger 1980), calculated from Table 4.2, p. 74,




Table 2: INCOMES PVR MOWTH IN SELECTED ACTIVITINS®

A COMPARISOM BETUTEN GRAND DARAT, MUNINA AYD RI¥INE (X)

Activity Grand Dakar Medina Pikine eightad
Average ~ Averarge Averace Average
No. income Mo.income Yo. incone incone
Informal 3ector:
Mobile trador 19 21,57R 19 22,315 12 20,545 21.635
Laundry n - & 19,250 320,300 19,4727
Shopkeeper 1 25,790 2 25,700 11 27,727 27,1413
Small trader 14 27,093 14 27,877 7 23,500 26,6Nn9
Jewveller 1 35,000 9 27,554 1 22.5n0N 29,545
Teacher 1 15,000 1 20,000 4 19,500 11 R33
Mason 1 27,700 1 4o 0nn 1 20,000 29,000
Casual Labor 20 24,653 9 21,000 7 20,038 22,27¢
Yoodworker 0 - 1 39,070 1 32,590 31,250
Religiovs Leader 6 26,250 6 28,333 2 19,500 25,733
Painter 2 25,000 n - 2 22 590 23,750
Restautant owner 1 30,700 3 28,333 8 26,000 23,88¢
Tailor 14 22,642 272 25,660 11 25,191 24,774
Total 80 25,3R3 99 24,337 68 23,353 24,9213
Yodern Sector: ‘
Driver 22 31,697 5 30,232 3 32.067 31.606
Maid/house boy X% 9 23,824 10 28,569 0 - 26,227
Watchman 5 26,186 5 25,609 2 22,500 25,338
Mason 2 26,588 5 26,600 n - 25,596
Employee 3 30,904 8 24,963 2 23,000 26,032
Woodworker 7 36,4035 2 28,423 oo - 34.633
Painter 8 30,594 1 21,000 2 12,000 27,432
Welder 2 39,325 2 34,n58 1 130,000 35.551
Tailor _3 24,677 1 20,%6n 5 - 26,596
Total 51 30,056 30 2¢,7¢90 0 25,113 22,8490

(x) World Bank, Trends,

(#%)Presumably registered with social security.

I‘J'l 82'



Given the low investnent costs faster emmloyment creation,

and comvetitive incomes for work=ars i1n the non-atructured sector.
t nmakes sense for AID to collaborate with the COS in encourapine
the devclopment of productive ennploymant in the informal econonmv.

The Structural relationshin hetween the informal and formal
sectors of the economy,

The modern economy of Sencgal, comnrising leeally constituted
firms, private and public, i3 compiementary to the informal sector
of petty producers, traders, transnorters. and non-coovnerative-
member farrmers in a significant way. Rut the rmodern sector has
also been allowed to sunmplant rmator areas of informal-sector
activity, in most cases offering less =zmployrent than the latter.

The modern and informal sectors are commercinlly inter-
dependent. Both the supplies and the clieats of pettv tradere,
jewellers, carpenters, painters, masons, and even marabouts conme
from the formal sector as well as the informal. ™any informal
gsector activities would not exist wvithout the formal. 1Informal
sector laundries, domestic servants, rmecharics, construction
workers, plumbers, welders, and rmigcellaneous renairmen all
depend primarily on growth in the modecrn secto: to generate necw
enployment.

In contrast, the textile corplex being develoned at Faolack,
and the shoe factory long established at Rufisgque actually and
potentially destroy the livelihood of hundreds of indigenecous
weavers, mobile cloth traders, and ¢obhlers. im the fishing
industry individual niropue catches have grown alongside industrial
fishing, hoth rapidly increasing tonnapes (19264 90,000 1975
351,000) with pirogues' percentage of thc total turning consis-
tently around 80%. Rut they stayed competitive bv monitorizing
(63% in 1976+« 33% in 1964), not by substantially increasinp the
number of boats involved (5,513 in 1964 £,190 in 1976) (R).

The major sources of enplovment in the formal sector ave
manufacturing (18,007-267% of the total 70,117 | ~laried jobs)
and commerce, hotels and restaurants (27%), followed by construc-
tion (12%), agriculture {(2N%). and tranaport/communications
(97%). (¥X).

(X) Le Senegal en chiffrea, 178 edition, 137 FF.

(¥X)Division des Ressources lumaines: L'emplol et les salaires
dans le secteur noderne, 1977 (Getober, 197%)




The major sources of self-emolovment are agriculture.
iivestack, and non-commercial fishing involving £5-727 of the
total lahor force (1977 1,707.2300). All of this ennloyment
is seasonal. It is complerentsd by hoth seasonal and permanent
informal sector emnloynent in which we have counts only of the
nunber of workshops. A workshop typically consists of a master
craftsman or shopkeeper, plus one to three journeymen, aopren-
tices, and errand runners. By far the nost common workshop is
a tailor's (5,013 in 1972), followed by weavers (1.231), furniture
and wood-workers (1,104), leatherwvorkers (1.019), iewellers (728).
masons (548), general mechanics (475), barbers (32?) and black-
smiths (351) (%) To these should be added the 6,190 ficshing
pirogues, 461 private transport vehicles (down from 1,592 in
1966), and an estimated 170,700 petty traders, of whom only
15,000 are registered (XX%).

Fven with the greatest volume of trade monopolized hy state
firms, commerce is the major emplover in matket towns. A 1274
survey cof the occupations of houschold heads in outlying market
towns of Senegal found commerce everywhere second onlv to farmning
(15-25% traders vs, 30-507 farmers). Other najor sourcas of .
employmeunt were crafts (10-20%), fishing (2-15%). marabout (N-112%
and civil servant (4~137). (XXX).

In agriculture it is still customary to count all p2asants
as self-ennloyed. Howeve examination of the legal structure,
attribution of resources, and working conditions supeest that the
majority should be consideored emplovees of state or rarastatal
corporations. Producer and consumer nrices for all malor

(X) Direction de la Statisticue. Fnquéte sur les exploitations
artisanales (Dakar, 1976 (survev taken in 1972)).

(X¥X)Ibid. Gives the figure of 15,000 traders, olus 153,000
uiiclassified informal sector jeks. 121,G00 of which are 1in
provincial capitals. Since comicrce is the cverwvhelmingly
nredoninant provincial informal sector activity, half of
those 158,000 have been assumed to be traders. Transoort
figures are from SAnégal 2n chiffres. 197%, 1970,

(%¥X¥X)Direction de 1°Urbanisme et de 1'Hatitat, Miunist3re des
Travaux Publics, de 1'Urbanisme et des Tranasports. Ftude
des Villee Secondaires du Sénéral, multi volume, including

a general statistical volume and monogranhs on each citv
(1974).
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agricultural commodities are fixed by the interministerial
Comité des Grands ¥Froduits Agricoles, and neasants are allowed
to sell only to the state agencvy. OMNCAD handles most rainfad
crops regionsl developmnent agencies. SAFRD, 30MIVAC, SODEFITEX,
handle rice, tomatoes, and other local profuce in their regions
of monopoly (X). These agencies, together with SODEVA. also
hdve a monopoly on tramsportaticn of agricultural inputs and
outputs, seed, fertilizer and agricultural cquipment.

Land, the remaining resource which might entitle farmers to
the statuss of the self-employed, has comne under increasing state
control with the pradual implementation of the 1964 Law on the
Mational Nomain. The law allowed the government to class land in
one of three categoriec: zone d'habitation, zone de terroir, or
zone pionniégg. In areas in the first category., effectively
confined to urban and/or intensively capital-improved land, owners
of any national origin can have repistercd frzehold title. This
has become a very precious commoditv. To the urban and semi-
urban poor it is an irreplaceable source of security. To the
more wealthy it is the basis of lucrative investment in a highly
inflationary urban housinrs narket, with returns on investment
of 25-50%/year. Allocation of repistered urban plots, im theory
free to Senegalese citizens unless already owned. is “locked
by bureaucratic red tape in areas of urban exnansion all over
the ccuntrv Onlyvy those with both connections and cash seem
able to get clear titles.

The majority of rural lands., narticularly in the more
sparselyvy populated outlying provinces are classed as zones
Plonni&res. Such lands are granted by charter to regional para-
statal develooment agencies who then reallocate land use rights
through administrative decisions. Thev have rarely disnossessed
reasants living on the land, but peasants in those areas have
lost all legal securityvy of tenure, and in varticular the right
to inherit or transfer land. Thev continue to do so, accordinyp
to traditional systems, so long as the nara-statal does not
irntervene, but they can he dispossessed rthenever a develooment
project requires it. 1In the irrigation nrojects only the year
to vear use right is pgenerallv allocated, and a neasant or
"producers' groun™ (groupement de nroducteurs-cooverative sub=-
unit) which fails to cooperate with the agency's rules is
evicted

(X) A list of ragulated products and the evolution of their
nrices 1s appended.



In the three reglons of the peanut basin - Louga, Diourbel.
and Sine-Saloum ~ most farmland 1s classad zone de terroir.
In theory this means that land which has been cultivated tvo
successive years hacomes or remains the proverty of the cultivator.
This rcform was intended to allov land owning families to keep
the land they were actually using, but let slave-orisin and
client laber pain land-use riphts. free of traditional share-
cropping ohligations In nractice land-nwping families tried to
protect their traditional rights by devices such as seeding more
land than thev could work and convertinr share-cronping arrangements
to wage labor. In established villages this broupht low-ovigin
farmers less sccurity instead of more, although on the frontilers
away from dense settlement, they wvere able to estahlish their
own villapes with relatively epalitarian land distribution.

The ultimate arbiters of land distribution in the traditianal
systems of the northern i1alf of Senegal were the village chief
and council of notables, Fach villape normally has a foundinp
noble or Marahout family and a number of caste (slave-oripin)
client families. Larger villages might have a numbar of freeborn
families, :‘arabout villages grew throuzh the acquisition of
disciples ir addition to inherited client families. Amone the
Wolof, Tukulor, scdentary P&l, “oninke, some Serer and “andinka,
freeborn household heads all sat on the council, while each
caste or others of low origin (slave, stranger, fishermen,
herder) were allowed a representative. Serer, Diola and other
Casamance communities were and are more egalitarian, with everv
household head sitting in council. DQut these willapes have a
particularistic tendency, resultiny eoften in conflictual relations
with their neipshbors,

In the Conseils "uraux established by the administrative
reform of 1973 and recently given resnonsibility for land allo-
cation, council membars are elected, but villape chiefs and all
their relatives, as well as merchants, craftesmen and salaried
vorkers are Zreligihle. Thus traditional lines of authority at
the villape levei are negated by the nev Conseils Ruraux system.
This is senerally, and at least initially a weal council,
dominated by the sous-nrefet, whn is a civil servant anvointed
by the Ministry of the Intericr. This reform has only recently
been extended to the Casamance, and was tust promulgated in
July 198¢ for the Fleuve. It does not vet extend to Senegal
Oriental. 1In areas wvhere 1t is not vet in effect, traditional
village chiefs and councils still hold power. In areas under the
domaine of development apsencies, the aptcncy determines the
constitution of local groups which they choose to recopnize,
as well as how land and water are allocated.




The cverlapping villape organizational nicture is further
comnlicated by the fact that government created cooperatives
monopolize the major agricultural activities on a crop hy crop
basis.

Centres d' Expansion Rurale ware originally created in 1962
to coordinate interventions and offer local extenaion services
to each arrondissement In nractice, however, they have been
poorly staffed, equipped, and the role of arbiter or coonrdinator
has devolved on the sous-prefet. :

Both. the traditional and the new systems of land tenure
guaranteed the use-right of land to anyone who wanted to farm.
The main difference was that in the old system land could be
inherited and subdivided within families. The new system allows
only use rights, which revert to the state when land is freed.
This has broken a fundamental link.to the land of the peasant
families, giving young people reduced incentive to stay. It
has reduced the relatively mild inequalities in the old system.
in which one owner rarely had more than one or two land poor
client farmers, but has reinforced the new and much greater ine-
quality between the educated and the uniettered population.

The averapge salary in the modern sector is estimated at 7.4

times the average peasant income, self-emploved informal sector
incomes average 3.4:1, and in government service the ratio 1s

8.1:1. These indigenous inequalities are snurred on by increasingly
disparate expatriate Jncomes. The ratio between exnatriate and
peasant incomes has been calculated to be 56:1 (¥X).

Government regulations and the legal structure of the
industrial sector include orice controls a relatively high
minimum wage, heavy imporv levies., and hidden export taxes on all
common law firms. The evolution of minimnum wage levels is shown
in Table 3.

Table 3: EVOLUTION OF THE SMIG (Minimum Wage)
1970 1973 1974 1975 Jan. 1980

Lowest hourly

rate (CFAF) 50.6 53.76 72.97 107.06 133.85
(Adj. for price real SMIG at 1970 prices went from
50.6 (1970) to 55 CFAF (1980), but family size
went up, ratio number of jobs/active vopulation
went down).

(X) World Bank, Trends, IV, 4-5



But most modern €firms do not actually pav the heavy imoort
duties and taxes. The Code des Investissements,actually two
laws - (one for firms over 20N nillion CFAF canital, and one with
lesser privileges for firms with 5-200 million CFAF canital)
allows individual firms to anply to the interrinisterial Comita
des Investissements for exemptions and/or redactions of virtually
all such charges. PFirms aporoved for sitces in the Free Trade
Zone industrial park or the industrial domains heinp established
in regional caritals have similar tax vnrivileges. The twon
appended texts of the Code des Investissements, in listing the
exclusions, give an indication of the unequal tax~-burden left cn
unprivileged common law firms,

The informal nroductive sector is not quite sn disadvantaged
by this system as formally registered firms. Small producers
profit from mobility, anonimity, and/or low-rent work sites to
keep both their overhead and tax burden low. The Inspection des__
ImpSts visits small boutiquaires and craftsmen to collect taxes
on what the agency inforrally estimates to be their turnover.
Fixed prices reduce the risks in small enterprises by smoothing
out short~term fluctuations in nrices of sunnlies, which small
enterprises would otherwise have more difficulty weathering than
large. ©Small enterprises can also escane nenalties for occasional
over-charging more easily than Jlarge. Prices are reexamined by
the Direction de la Fixation des Prix every time they get out of
line with market demand, so long term trends are little affected.

In many areas government neglect of the informal sector is
the only factor which allows it to survive. Certainly most
enterprises could not pay the mandated mininum wapes and taxes.
On the other hand they pay the {ull duty on imported supnlies,
which privileged firms can avoid.

Competition for markets hetween large industries and small
producers is sometimes a nroblem, but not always. And there are
practical stevs which could be, but have not vet baeaen taken,
to help small producers survive through the transition to mass
production. A recent SONED study found the most dynamic nublic
and private industries in Senegal, between 1962 and 1974, to be
mining (phosphates and quarries) chermical . and canning and
freezing. Their value added increased by a factor of nine or
more during that period, The next most dynamic, with valuve added
increasing by a factor of 5-8 were textile weaving, 2nd mechanical
and electrical products. Weak growth;, a factor of 5 or less,
was shown in the o0il refineries, wood and paper, and energy areas,
while flour, sugar, other food products and sarment industries
were stagnant. (¥) . Large firms predominate in the industrial

(%) Elements d intégration industrielle (1977).




sector, with those having a turnover in excess of $1.25 million
doing 88% of the business and incurring 90% of the investments.
Dakar and Cap Vert peninsula dominate geosraphically, with 8283%
of the firms and 807 of the jobs.

Of these large industries, only textile weaving and garment
manufacturing are serious conmpetitors of larpe informal sector
areas of activity. And in garment manufacturing the informal
sector seems to be winning the comnetitive battle. "hile guality
control, style specialization, and the production of ready-made
garments have gpread through the small tailors shoos, the modern-
garment industry has stagnated. Informal sector weaving and
dyeing have so far held their own, the latter by switching from
local organic to German and Japanese commercial dyes which do
not fade. On the other hand, the huge integrated textile complex
planned for Kaolack could deal a severe blow to the thriving
artisanal production and petty commerce of textiles in the central
peanut basin. It is currently planned, for that very reason,
to produce for export only but the firm is likely to’ have the
bargaining power to remove that restriction.

Many modern industries have been indirectly helpful and sone
have been directly heneficial in that they encourage the development
of new informal sector activities. Among the latter are the
electrical and mechanical products branch, which has spurred the
proliferation of small repailr workshops. Another such area in
which industrial development is planned is animal feed and
leather tanning. Animal feed has been left largely untouched
by the informal sector (the gathering and sale of peanut hay
being the major exceptinn), and local leather hardicrafts are
already supplanted by Bata plastic shoes In mos. cases. Industrial
development of these branches should be an important element of
economic aid to herders in the transition to more modern live-
stock methods. It is necessary, however, to study the economics
of the herders more closely to see what charpes they can afford
for feed during the period of change. They currently have little
access to petty cash, and would rarely consider selling an
animal (trading down a major capital item) in order to feed the
others.

Government intervention in the informal sector has more often
been more to control than to encourage it. Historically, the
clearest cases have been where government regulation has been
used to grant outright monopolies, or other substantial privileges
to state or para-statal or private firms. ZExamples 1include
transeportation, agricultural marketing, and some industries.



The monopolies with the greatest imnact on low-income
Senegalese, particularly those in rural areas and market tcwns
have been those involving agricultural inputs and outputs.
Ironically, this policy was undertalen due tc the need for
sencgalization - a means of squeezing out middle level Lehbanese
traders and large Freunch import-exnort firms.

French firms senegalized their capital and participated in new
monopoly ventures such as SONADIS, which was granted retall rural
distribution rights to numerous common dry goods items. Lehanese
vere able to adjust, and adapted to cloth selling, bakeries,
hardware, real estate and small industry. But the thousands of
small Senegalese traders and seasonal farmer/traders found thelir
possibilities substantiallv reduced, and formerly thrivine

nmarket towns such as Kaolack, Tivaouane and Diourbel stagnated.

Now that the government 1s seriously discussing modifying the
big monopolies, *t would te appropriate to recognize the importance
of petty trade and transport in providing employment and income
in rural market towns, Government officials originally thought
that only complete coutrol could provide rural services and
supplies reliably and at reasonable prices. But in practice
the cost of the monopoly system has been great. Farmers between
1562 and 1974 received a smaller vortion of the final selling
price for their produce under the mononolies thaan under the
exploitative colonial marketing system (¥). And the services and
supplies have still not proved reliable.

Two steps that would allow the small private sector to
develop again are cash payment by local Conseils Ruraux and
government agencies at as many points of transaction as nossible,
and local purchase of supplies. Other incentives, opportunities
and potential modes of record-keevring for small businessmen
with minimal literacy need to be studied closely. Government
encouragement tends to have the sane disadvantage for the formal
sector as pgovernment repressiocos - it imoposes recurrent costs
and a bureaucratic burden whi.h makes the enterprise non viable.

Passenger transportatio: is another area in which private
entrepreneurs have been repr:ssed bv the Government. Individually
owned urban cars rapides and long distance Peugeot 404-504 taxis
long provided more efficienf lower cost transport than the

(X) Analysis of the operation of the Caisse de Péréquation et
de Stabilisation des Prix by the Conseil Fconomigue et Social,




government SOTRAC. Successive regulations since the early 1260s
have prohibited the importation of new equipment and parts,
introduced strict licensirg, confined cars rapides to limited

routes and assigned more favored ones to SNTRAC, and most recently,
prohitited the importation of both cars rapides and Peugeot 504s,
the latter for the announced purpose of reducing traffic fatalities.

Urban administrators and planners have often treated infc . mal
sector enterprises as undesirables, subieccting them to slum
clearance (e.g. from Dakar, Platean, Ropn 0ld CGueule Tapée and
the totally eliminated aquartiers of Becher, Alminko, Tiwawoon,
Daruxan, Kip Kok, Bay Ley, Waxinan, Angle Hus, Mbod, Bay Gainde,
Nimzat, Jamagen, Lamsar, and Jaksaw). When this haopens, craftsmen
and small entrepreneurs arz forced to move, along with the poorest
residents, out to the farthest frinpes of the urhan area. Once
there, their transportation exnenses are multiplied and they are
obliged often to market their products through intermediaries.
Their profit margin is inevitably cut, and many are simply
forced out of business.

While some branches of the administraticn have worked
directly against the informal sector, others have recognized its
value and need for assictance. Unfortunately this has most often
taken the form of limited training, credit, and extension prograns
rather than the applicaticon of national policies with a potential
for wide impact. The major exception is a policy helping small
traders to minimize risks - the national vrice~fixing program.
Although minimal legal mark-ups (e.g. 5 CFAF/kg) keep profits
very low, at least the system also prevents large traders from
squeezing out smaller ones in price wars.

Another poiicy promulgated to encourage business isg che
recently ..nnounced oreference bv government of informal sector
contracts for Senegalese small enternrises. This has so far had
the onposite of the desired effect, since small contractors cannot
afford the six to eighteen months delays in payment that government
contracts frequently experience. A similar problem should be
anticipated with any actions AID may undertake to help small firms,
and provigion should b2 made for immediate cash nayment for
supplies and services.

Policy and Practical Alternatives for Encouraging Local Initiatives

The Government Js currently discussing dismantling ONCAD,
glving its input provision and technical ceansultancy functions to
SODEVA an giving farmers cooperatives resnonsibility for their own
delivery of their crops to the peanut o0il refineries. The Comité
des Grands Produits Agricoles would continue to fix the purchase
price, however; and farmers would continue .to be obliged to sell
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to a govertnment mononoly. A reform that would allow much greater
local trade to develop would be to make the government yprice

a minimum instead of maximum, and allow farmers to market their
produce in a supplementary open narket.

Another major policy alternative with a potential for wide
impact would be a concerted rural water suvnly campaign, with
bored wells, water storage towers, plastic piping (which can be
manufactured in single room workshops with the by-products of
petroleum refining) and a system of regulated 1ccess.,

Inadequate water supply 1is thke single greatest problem in
most rural areas. It is an obstacle to mixed farming. as there
is rarely enough water in villape wells with current technology
to grow vegetables or water stock., It is an ohstacle to environ-
mental restoration, as reforestation and animal feed cultivation
(to prevent overgrazing) lack dry season water supply in most
areas. It is a contributor to the rural exodus, 28 the constant
labor of fetching water, often over long distances in the dry
season, is one of the most frequently cited hardships of rural
life. Water projects figure in the budget of nearly every
Conseil Rural yet they ofter have only erough money to build
the current tyve of two meter diameter zoncrete block itined well.
The agencies which are supposed to supervise construction are
booked up six-months to two years in advance. And when numerous
villages in the same area build new wells at the same time,
the water table declines, leaving the wells to run dry.

Water rights, like those for farm and pasture land have
traditionally been allocated on dermand. This has heen an egali-
tarian approach, and it wnrked as long as was abundant and water
use limited. However, with changing circumstances serinus
environmental degradation has set in, including the desertification
of the pasture lands on the south bank of the Senegal Piver,
the long-term deterioration of pastures and disappearance of
major grasses from the Ferlo, the decline in yields and near
total deforestation of the neanut basin, and the ranid settlement
of former pasture lands in Eastern Scenepgal. Systems to regulate
and monitor the use of these vital national and local resources
need to be studied urcently. Ad hoc approaches tend to penalize
hetrders and the poorest farmers, while paving little attention
to the household economics of users.

Use rights nceced to be viewed in light of the incentives they
provide for family solidarity and continuity on the land. ¥or
example, frechold tenure, with the right to sell land in poor
rural areas, has historically tended to produce large liand holdings,
ags peasants sell their only asset and leave feor the city.
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Yet the current Senegalese land law probably went ton far in
depriving peasants of all transfer rights including inheritance.
This alsc sends many men to the city as they have little vested
interest in their hore community.

$imilarly in grazing areas, the traditional liberality of
pasture access 1s bhecoming untenable: the imposing of restric-
tions has already began on an ad hoc basis. Tt is important chat
policies to do this specify means of limitinp the number of
animals having access to water holes and grazing land, not the
people. Contracts such as AID's Bakel Livestock and the World
Bank's neighboring Easterr %enexal nrojects, to freeze acces3s to
wells, must be based on the toftal number of animals. This may.
but need not necessarily, have the effect of excluding foreign
migrant herders. And in any case, it would be useless to
exclude foreign herders 1f local members were allowed to increase
their herds beyond range capacity.

Since every community is free to build its own water infra-
structure, it may not be possible to develop a conservation
program without undertaking an integrated national approach.
Although this would be a major capital investment, it should be
considered as comparable in its impact to the OMVS dam system.
Also the cost of the program should be weighed against the cost
of doing nothing while urban unemplovment continues to grow
and rural land-capacity to decline.

While the best resources one can assure for local initiatives
are fertile land and water, it is also possible and desirable
to grant rural individuals and institutions access to various
types of modern equipment. For example, provision could be made
on a fee basis for small users to have food lockers im an
industrial cold-storage complex, telephone or radio contact with
regional capitals or Dakar from isolated places in the interior,
part of a freight load when an official truck is obliged to run
empty, the use of a project bulldozer for a few hours to restore
a village road after a rain. Preference is currently given to
large users in the design, furnishing and administration of such
equinment, which thus makes for voor integration of local
development initiatives. The objection might be made that giving
up centralized andlarge scale supervision onens the way for vetty
corruption. But history suggests that centralized control does
not prevent corruption, it just centralizes 1it.



Further Study of Policy Alternatives

In each of the Ministries and agencies contacted, interest
was expressed in studying the potential impact of nossible
policy changes that we had discussed. ATID should encourage and
facilitate such studies, and may even want to undertake them
along with relevant ministries or agencies. The most important
areas for immediate attention would be:

1) Study of the impact on nroducers, small traders and trans-
porters, para-statal, a.d government revenues of using agricultural
price subsidies instecad of monopolies, and liberalizing marketing
and transport.

The Comité des Crands Produits Agricoles or the Direction
de la Fixation des Prix, Ministdre du Commerce, or Regional
Development Agencies or the Conseil Economique et Social could
consider the following siudies.

2) Study of alternative apnroaches to taxation, a) the creation

of tax exemptions and fixing duty levels by commodity according

to the utility of the product rather than the tax-exenpnt status

of the firm. Impact on growth of commerce and industry, on port
efficiency, on Government revenues bty Ministry of Planning or
Conseil Fconomique et Social. ©b) lLe<cal taxation and its relation-
ship to local develnnnent.

3) Study of the actual and potential imnact on informal sector
enmployment of various branches and modes of large industrial
development, seeking modes of harmonizinpg growth in both sectors.
By Mionistry of Industrializations and Crafts.

4) Survey of the budget priorities and local development plans
drawn up by individual Conseils Ruraux in the last three vears.

If this information has already been broupght up from the arron-
dissement level to higher offices in the Ministry of the Interior,
it could be reauested for AID's own informatlon. It should be
studied to get a geographically distributed view of priorities,
from the bottom up This is a new body of data of potentially
great interest. If the Ministry of the Interior has not assembled
it, they might be interested in so doing. Analysis could be
commissioned directly by AI", working with one of the following
Senegalese institutions with such capacity:

- ORGATEC, private Senegalese consulting firm, founded in
1963, Director Khalilou Sall. Current capital is $110,000.
Professional staff of 22, total staff 47.

- SONED, para-statal Senegalese consulting firm. Staff of
63 of which 50 are professional researchers. Director MBaye Thiaw.
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- ENDA, UW-sponsored development research institute, doing
research througho"t Africa from base in Nakar. Director Jacaues
Bugnicourt.

- IDEP, Institut Africain pour le Néveloppement Economiqug
et la Planification, UN-sponsored training and research institute.
Good library, currently under an 1nteriw director. Professional
staff ca. 15,

- IFAN, Institut Fondamental d' Afrique Yoire. Research
Institute of the University of Dakar, hence under the Ministére
de l1'Fnseignement Sunérieur. Requests for research on a piven
theme can be submitted by government agencies. Director Amar Samb.
Professional staff ca. 30.

- ORSTOM, French government-sponsored Nffice de la Recherche
Scientifique et Technique Nutre-Mer. Director M. Monnet.

Bureau d'Etudes Assane Diouf and Anderson et Gaye are two
newer, private Senegalese consulting firms that wvere mentioned to
us, but that we did not have time to contact.

5) Study of potential public or small user access to major equipment
in rural areas. Related study of means by which AID projects and
other large agencies could buy supnlies, pay cash directly, and

keep adequate but not burdensome records using the informal sector,
particularly in outlying market towns. Could be undertaken by

any of the above firms, possibly incorpvorated with some work which
-Syracuse University is supposed to do with other AID projects on
user fees, and/or commissioned through SONFPI, the para-statal
Société Nationale d Etudes et de Promotion Industrielle.

SONEPI was cstablished to provide marketing studies, management
consultancy, credit (fonds de garantie), and traininpg for small
and medium sized firms. It will be closely involved in the
planning and construction of the industrial zcnes currently being
developed in Diourbel, Thi&s, Ziguinchor, and Kaolack. The
advantage of having SONEPI undertake such a study is that they
would be in a position to apply the results in integrating infornmal
sector firms into the industrial zones. A potential disadvantage
is that the regulations under which the agency cutrrently operates
tend to turn informal sector firms into formal sector firms.

SONEPI works in tandem with SOFISEDIT, the Socilété Financidre
S€négalaise pour le Développement de 1'Industrie et du Tourisme,
which acts as a clearing house for medium and long term loans to
productive or touristic enterprises. The latter has a capital of
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650 million CFAF ($2,600,000), plus credit lines from external
Banks (World Bank, $3 millicn already allocated, %4 million
being negotiated; B.0.A.D. 33.5 million: and 5 million DM from
a West German Bank) It has granted loans to 74 enterprises
since its founding in 1974. Interest rates are concessionary
to Senegalese, and to anyone who agrees to locate outside Cap
Vert peninrsula (3.5% and 10.57 respectively). Rerular loans
are currently being made at 1372 (with the credit line from the
World Bank on which SOFISEDIT pays £.9%). Hedium (2-10 year)
and long term financing is available, 15 years maximum for
industrial projects, 20 for touristic. ™inimum loan ieg 200,900
CFAF (%10,000). Director was Ibrahima Mdiaye, who was just
replaced this week.

Among the procedures of the SONEPI-SOFISFDIT system that
exclude informal sector firms are the reouirzment that »otential
borrowers pay SONEPI to do preliminary viability and marketing
studies. The $10,000 minimum loan has tne same effect. as do
accounting procedures. Rural and small entrepreneur loans would
have to be smaller, with greatly simplified application, counseling,
and payment procedures.

SONEPI~BOFISENIT might be considered by AID as potential
cooperating agencies in extending credit., training, and management
consultancy to the rural informal sector. They are not currently
reaching any but the nearest rural areas to Dakar, and their
programs and procedures are not yet suitable for mass or infornal-
sector participants Having thenm study how credit, training,
and consultancy could be adanted to mass participation might be
an opportunity to assess their capacity to realize such a program.

Possible Project Approaches

Training

One of the areas universally cited as a major need is
training and consultancy at all levels, in managenent, incentive
analysis, work organization, and accountinpg. A number of orga-
nizations are already active in this field. The following overview
may clarify AID's options.

At the top level management training has heen provided by the
Ecole Nationale d'Administration. 1In recent years, the governnent,
private firms, and development donors have concluded that the ’
approach used there for administration was not exfective in
industrial and commercial management. This led to the proposal
for an Ecole Supérieure de Gestion Commerciale et Industrielle,




to be opensd next year, with World Bank firancing and Canadian
staffing. It appears to be conceived to train top level managers,
or top and middle level. It might, however, also %e the bhest
place to develop a program to instruct trainers of rural coopera-
tives, council officials, and small entrepreneurs.

At the middle level the Ecole Mationale d'Fconomie Appliquée
trains rural development agents in local development planning,
community organization, vocational education, and work with
cooperatives. In the latter specialty it has already offered
scme instruction in accounting. We are currently mnegotiating
with ENEA a potential PID to institutionalize beneficiary surveys
as 4 regular component in their training program. To increase
the applicability of the lessons of the beneficiary surveys,
they would also like to train some of their staff in American
management techniques, and simultcneously increase the management
training component in several of their curriculum areas. EWEA
already trains its students in transcrintion of local languages,
and 18 willing to adant and translate accounting and management
materials for small entrepreneurs into local languages. Samba Dione
would like copies of the Entente Fund textbook and Malcclm
Harper's Consultancy for Small Busineas for that purpose. AID
might sponsor preparation, publication, and distribution of
such materials with ENEA. They could be printed by one of the
major para-statal Senegalese publishers (Nouvelles Fditions
Africaines or Société Africaine d'Edition) or private (e.g.
Imprimerie Diop).

An alternative to working with ENEA on these materials would
be to work with SONEPI, which focuses more directly on management.
SONEPI would like staff training, and also has the capacity to
prepare curriculum materials and training orogramns.

The 1list of potential users of such materials include numerous
existing vocational training programs, which have a management
component: Maisons familiales, enseignement moyen pratique, the
YMCA program, CARITAS diocesenal et Wational, and handicapped
vocational training offered by the Fonds Mational d'Action Sociale.

Training programs for small producers are proliferating in
the Cap Vert area, as the above list indicates. But only the
maigsons familial® reach the far outlying provinces. and they offer
naragement trainiag as part of a much longer program of atudy.
It would be appropriate to organize short training programs for
traders and small producers in rural market towns. They could also
be provided in conjunction with SONEPI in the new regional indus-~
trial zomes, 1if SONEPI is persuaded to integrate the informal
sector into the zones.
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Credit

Credit 1is generally available for productive and commercial
enterprisees in Dakar and regional capitals, from the Banaue
Netionale de Développement or SOFISEDIT. The nreparation of an
application file an% minimum loan requirements, however, virtually
require the borrower to be literate and fairly well off. Bank
credit is pgenerally not availahle in rural market towns, which

leads to a thriving informal credit system with 50-400% interest
rates. :

Before deciding on the advisability of a rural credit program,
however, more research must be done on the various credit policies
of cooperatives and regional development agencies. The state and
para~-statal agencies have traditionally provided seed, fertilizer,
and equipment to cooperatives on credit. Part of the current reform
of cooperatives is to reduce the interest on seed from 257% to
12.5%; and to allow sub-units of the cooperatives (groupements
de producteurs), instead of the whole cooperative to share collec-
tive liability. SAED seems to be making the same kin of reforms
in its small perimeter projects in the middle valley,compared to
its lavger scale delta projecta. ONCAD is also discussing release
to cooperatives of stabilization funds impounded in the early
19608, so that they can lend internally to their members uf sub=-
units. No rural institution provides credit to lineages, informal
sector producers and traders, marabout~entrepreneurs, or conseils
ruraux. The merits and modalities of credit pnrograms for them
should be the object of further study.



