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Executive Summary: Development of the Haute Vallee

The southern area of Mali, which includes the upper valley (or “"Haute
Vallee”) of the Niger River, is well-endowed with cultivable land,
irrigation potential and sufficient rainfall. To develop these
resources, the Government of the Republic of Mali (GRM) created in the
1960's and 70's a number of rural development organizations (RDOs).

One, the Operation Haute Vallee (0HV), has been the recipient of AID
support since 1978, The OHV project funded a wide array of rural
development activities, including provision of extension services,
credit for agricultural inputs ands equipment, road coastruction,
functional literacy, and cooperative formation.

It is proposed to use the resources of the Development of the Haute
Vallee (DHV) project to increase farmers' access to production
technologies, equipment and other production inputs, financial resources
for investments, and markets for inputs and produce and to effect a
sustainable increase in agricultural production, notably food crops, and
net incomes of inhabitants of the Haute Vallee.

Expanded support to a combination of organizations and agencies, private
as well as public, is necessary to achieve this purpose. The project
will actively seek to increase private sector participation in the
creation of a growth-oriented agricultural sector as well as to improve
the effectiveness of public sector support extended by the OHV.

The DHV project will be implemented in two phases. The first four-year
phase o0f the DHV project, described here, will include two components.
The implementation of a third component will depend both on the
availability of financing and on the interests of other donors {e.g.,
Italy) in the region. The three components are:

1. Rural Enterprise/Institution Development;
2. OHV Restructuring; and
3. Expansion of Rural Infrastructure.

The rural enterprise/institution development component will involve
village-based farmer cooperatives, private business firms, and rural
financial institutions. Cooperatives are central to the focus and a hub
around which many activities will revolve. While QHV will continue to
play a role in cooperative formation during the first phase of the DHV
project, principal responsibility for promoting the growth of
cooperatives will be assigned to a US-based Cooperative Development
Organization (CDO).

The second project component will work toward making the QHV
organization leaner and more effective. Credit, ianput supply aad
marketing functions will be transferred to village cooperatives and
private sector companies and the staff of OHV reduced by some 5G to 30
persons. The OHV extension services will be reorganized and agents
retrained in communicating relevant themes or messages using new
approaches and methods of communication. These efforts will be
undertaken by the OHV organization itself (with inputs of a technical
assistance team provided by the project).
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In the initial stages of project design, it was proposed that the DHV
project continue a highly satisfactory feeder road construction progran
launched in the OHV project (which added 380 km to the network).

Overall U.S. funding availabilities and the possible interest of Italy
in this component have resulted in its ideantification as a "shelf
component.” If tlese conditions change, the road component might well
be activated. The natural resource base of most of the zone is good and
there is considerable agricultural production activity and an even
greater potential that could be exploited with better access to markets.

The Ministry of Agriculture is the proposed GRM grantee. The project
will be implemented through the QHV organization, a semi-~autonomous
cooperative development agency, and the independent National
Agricultural Development Bank. Some activities, such as input/ouput
marketing, functional literacy, on~farm research and eventually
input/output marketing, will be indirectly supervised by OHV through
program contracts with both private and public sector entities,
consistent with newly established policies for RDOs.

The DHV project will be managed by the Agricultural Development Office
of USAID/Mali, specifically the five-person staff of the Extensioa and
Training Division. The policy reform aspects of the DHV project will
nacessitate that USAID take an active role in ensuring that poliey
implications emerging from project activities are monitored closely,
brought to the attention of USAID senior management, and positions
transmitted to and negotiated with the appropriate GRM agencies.

The estimated cost of the first four year phase (FY 88 to FY 92) of the
DHV project is $11.5 million.

$ '000

Rural Enterprise/Institution Component 7,050
RDO Restructuring Component 4,150
Evaluation/audit, road feasibility studies 300
TOTAL $11,500

Following approval of this PID, design work will require a further five
months. The Project Paper is planned for completion in January, 1988,
with implementation to begin on or about October, 1988. The Cooperative
Development Organization responsible for much of the first component of
the project will be involved in early stages of design through use of
the collaborative assistance mode.

ii



I. BACKGROUND

A. The Agricultural Sector

The agricultural sector is the most productive and important sector of
the Malian economy. Roughly 85 percent of the actively working
population is engaged in agriculture. The sector generates 40 percent
of the nation's gross national product (GNP). Moreover, livestock and
cotton production alone account for nearly all exports.

Compared to other Sahelian countries, Mali is fairly well-endowed with
cultivable land, irrigation potential and sufficient rainfall in the
southern part of the country. According to the FAO, only about 13
percent of the arable land in Mali is cultivated against the potential
of 30 percent., Agricultural production systems vary across the three
major climatic zones which occur in Mali; the Sahel (less than 400 mm
annual rainfall), the Sudan (400-1000 mm) and the Guinean zone (more
than 1000 mm) (see Map 1).

The major cereal staples are sorghum and millet, with an average total
gross production of about a million tons a year. They are grown in all
zones, but millet is the crop of preference between the 300-800 mm
isohyets, while sorghum is generally preferred between the 800-1400 mm
isohyets. Maize production is possible from the 900 mm isohyet
southward into the higher raianfall zones, as is the production of
cotton, Mali's major cash crop. Livestock production is of major
importance all across Mali, with more sedentary livestock systems
replacing the nomadic herding systems as one moves south.

Rice is considered by many in urban centers to be an essential part of
their diet, but Mali produces on the average only 50 percent of the
total requirement of 250,000 tons. Imports, therefore, play an
important role in meeting consumer demand. The major rice growing areas
of the country are along the Niger river, where rainfall is only between
400 and 650 mm but the river flood provides adequate water for
irrigation.

Agricultural productivity in Malil is highly variable from year to year
and strongly affected by environmental factors. The rainfall averages
of the last fifteen years are 20 percent below the recorded long-tera
averages. Drought, in combination with poor land use management
practices such as widespread burning, inattention to erosion control and
overgrazing, has had a serious impact on the sustainability of crop and
livestock production systems. CLonsequently, environmental protection in
all regions of the country i3 a major concern and of the Government of
the Republic of Mali (GRM) and donors.

The productivity of agriculture is also strongly affected by economic
factors. In 1985 and 1986, adequate rains fell in most of the important
agricultural areas and the record production has resulted in low prices
and sluggish markets for cereals. In addition, the post-1985 fall in
world market prices for cotton led to serious balance of payments
problems for the country.
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Map 2. Mali: Rural Development Organizations (RDO3)



B. Rural Development Organizations

In order to decentralize responsibility for and enhance rural and
agricultural development, the GRM created in the 1960's and 70's a
number of rural development organizations (RDOs), called "Operations” or
"Actions” (see Map 2). These organizations were in some cases mandated
to perform a wide array of functions, including agricultural extension,
credit, input supply, marketing, health care and adult education
programs in a specific region. In other cases, an RDO was mandated to
perform a specific function, such as the production of certified seed or
agricultural chemicals.

In theory, the RDOs were designed to be financially self-supporting,
deriving income from the sale of agricultural produce or other products
to pay all of the organization's salaries and operating costs. In
reality, none of the RD0Os is able to perform the functions assigned to
it without government subsidies and/or donor support. Nonetheless, the
RDO approach has had some success in terms of increasing agricultural
production, expanding rural infrastructure, and mobilizing resources for
rural and agricultural development (See Section IV. C.).

In 1981, the World Bank commissioned a comprehensive study, the SATEC
Report, of all the RDOs. The analysis concluded that there was
substantial room for improvement in the system and made a series of
recommendations for the reform of RDOs' structures and functions.
Included were proposals for eliminating or combining certain RDOs,
changing the zones of coverage for others, revising the mandates of
some, and transferring some of the functions presently being carried ocut
by the RDOs to the private sector. Those recommendations were recently
the object of a seminar, including the Directors of all the RDOs,
representatives of the Ministries of Agriculture, Plan and Natural
Resources and donors, that received high-level GRM attention.

The seminar defined the respective roles of the State, the RDOs, village
cooperatives and the private sector in the development of rural areas.
In brief: the State is to create an institutional, legal, and economic
environment conducive to development; the RDOs are primarily responsible
for technical farmer education programs; autonomous village cooperatives
are to assume greater responsibility for their own development; and the
private sector is to increasingly take over commercial activities from
the RDOs. The recommendations of the seminar reflect GRM policies and
represent a blg step in beginning to translate those policies into
action. Given the diverse nature of the RDOs and development problenms,
the seminar participants and the GRM have opted for a case by case
approach for further specification of reform measures to be taken.

c. QHV Project History

The Operation Haute Vallee (OHV) has been the recipient of AID support
since 1978. In its original conception, the OHV project was to launch
or carry out a wide array of rural development activities, including
irrigated perimeter upgrading and management, animal tractionm (AT)
training centers, extension services, credit for AT equipment, cereals
marketing, road construction, functional literacy and health service
delivery.



In the original project design, it was assumed that the OHV organization
had the management capacity, even with technical assistance, to
effectively implement the project. In fact, OHV's human resource
capacity was extremely weak and too much was expected of the
organization. As a result of an evaluation and audit in 1981, the major
outputs of the project to be managed by OHV were reduced to focus on
administrative and credit management support, extension service and
farmer cooperative development. The on—-farm research, functional
literacy and road construction components were handled by host country
contracts with other organizatioas.

The narrowing of project activities to be executed by OHV, along with an
emphasis on strengthening OHV's management capacity and the training of
three agronomists, an agricultural economist and a statistician, has
resulted in significant improvement in project performance since 1983.
Adequate progress has been achieved for all of the major project
objectives as defined by the PP Amendment contained in ProAg Amendment
no. 8, and in the recommendations made by the last external evaluation
in 1984.

Data collected by a Michigan State University marketing study in the OHV
region (see Annex Table 1) and the high rates of credit repayment for
annual inputs (fertilizers, pesticides) under the current project
indicate that the basic technical assumptions about increasing
agricultural production through animal traction and other inputs remains
a valid basis for expanding current project activities to reach a
greater number of Haute Vallee farm households.

The project proposed in this Project Identification Document (PID)
reflects the above-mentioned eanvironmental and socio-political
realities. Specifically, the basic assumptions underlying the project
are:

- support for agricultural development efforts in the higher
rainfall zones is the surest route to food security based on
local production;

- some technology can already be transmitted to farmers to increase
the productivity of farming systems in envirounmentally sound
ways;

- the growing willingness of the GRM to "try privatization” and to
foster the entrepreneurial spirit in Mali will lead to self-
sustaining development; and

~ AID's experience has provided a good basis for continuing to work
with OHV, while at the same time supporting the growth of other
providers of goods and services for agricultural development.



II.PROGRAM FACTORS

A. Conformity with the GRM Strategy/Programs

The drought and the economic difficulties of the past several years have
led the Malian government to articulate four major goals for the
agricultural sector:

- achieve food self-sufficiency for the nation as a whole;

- rational and sustainable managemeant of natural resources;

- increase and diversify agricultural production for export; and

- turn over the responsibility for implementing development

activities to village organizations and other economic agents,

1. Food Self-Sufficiency

Food self-sufficiency in Mali is based on the production of the two
principal rainfed cereal crops, sorghum and millet. Over the past 15
years, Mali has been theoretically self-sufficient in only two of those
years. Rainfall is clearly the major determining factor. For this
reason, the GRM has given emphasis to increasing the irrigation capacity
of the country. While most major donors are actively supporting this
effort, the benefits involved do not measure up to actual costs.
Consequently, more attention 1s being given to increasing the level of
output and the sustainability of rainfed production systems.

The most effective means to do this is to increase investments in the
higher rainfall zones south of the 800 mm isohyet because of the greater
potential for food crop production. In an average year, the southern
areas account for 75 percent of the total cereals produced in Mali.
Maize production in particular has been om the increase in this zone
because of the availability of an improved local seed variety,
responsive to fertilizer application, which is actively being promoted
by the OHV extension service. This fact has led farmers to invest in
maize production and to view maize as a cash crop.

Past GRM policies with respect to prices and market controls have most
certainly negatively influenced total agricultural production and the
potential for achieving food self-sufficiency. Since 1981, therefore,
the Malian government has instituted a number of reforms in cereals
pricing and trade policies which are designed to stimulate agricultural
production and marketing throughout the country. It is hoped that with
privately-based, efficient marketing services, surplus production in the
south can offset the poor production in chronically deficit areas in the
north and meet the needs of the urban population in Bamako.

2. Natural Resource Management and Protection

Two major periods of drought in the past 15 years and poor land use
management practices have resulted in severe degradation of the
environmental resource base that supports agriculture. Rainfall



averages throughout the country have dropped roughly 20 percent, thereby
altering not only the natural ecosystem but also the adaptibility of
crop varieties. A number of OHV farmers were recently reported to be
growing a sorghum variety previously thought to be grown only in the
extreme north of the country. Reversing the environmental degradation
which has taken place will require interventions in the agricultural
sector leading to improved land use management practices that have a
positive effect on increasing water infiltration, decreasing erosion and
helping farmers adapt their agricultural practices to changing climatic
conditions.

The adopted strategy to reverse envirounmental degradation is to create a
green belt from the middle Sudan zone through the Guinean zone by
employing better soil and water conservation methods, encouraging an
integration of animal husbandry and forestry with crop production
systems, promoting fuel efficient wood and charcoal burning stoves and
enforcing no burning rules on all land. A number of proven technologies
for water retention, soll conservation and integrating crops with
livestock and forestry have already been adopted by substantial numbers
of Haute Vallee farmers. A concerted information and education effort
for other farmers will be needed regarding the advantages and
disadvantages of adoptiang these practices. Broader adoption of these
practices is required throughout the zone 1if the GRM is to succeed in
reversing the environmental degradation which is taking place.

3. Diversify Agricultural Production

The greater production potential of the southern areas is currently
being exploited to promote the production of cotton, the only major
dryland cash crop. Cotton 1Is an important source of income to'some
Haute Vallee farmers, even though yearly production in the zone amounts
to only 6-7,000 MT or about four percent of Mali's total production.
Cotton production also has a demonstrably positive impact on cereal crop
production because, as part of the farming system, cotton facilitates
the greater use of fertillizer and generates the cash incomes needed to
acquire equipment for animal traction. It is, therefore, no surprise
that the GRM is concermed to maintain this production for food security
goals as well as for export.

This dependence on one major dryland cash crop, however, has created a
vulnerability to world market price fluctuations that threatens to
compromise the benefits that cotton production has produced for the
country and individual farmers. Some opportunities for crop
diversification are already being exploited, such as the vegetable
markets both locally and in Europe. In order to promote further crop
diversification, the GRM is actively moving toward a system whereby
credit loans are given on the basis of a group, or cooperative
guarantee, rather than on the basis of cash crop, i.e., cotton,
production. Also, the Malian government has facilitated private sector
marketing of vegetables and other crops ia order to stimulate
diversified crop production.

4. Village/Private Sector—-based Development




Mali, in its early days as an independent nation, articulated and
implemented a policy of state control of resources and public management
of production. Initial attempts at cooperative formation suffered from
excessive governmental interference while private trade has in the past
been highly regulated, if not banned, as in the case of cereals
marketing. The policy did not have the results hoped for and has
gradually been replaced in recent years with one which permits a greater
role for the private sector.

Fortunately, Mali has a long history of both cooperative action and
individual entrepreneurial activity which has endured for centuries.

The GRM is now recognizing the potential contribution of these
traditions to the development of the country and has shifted policies
toward both. The action plan to turn this policy into a reality calls
for a "transfer of tasks" currently performed by RDOs to the cooperative
and private sector. This transfer of responsibilities and tasks will
leave the RDOs free to concentrate on their primary missions of
agricultural extension and planning.

B. Relationship with USAID Strategy

In the FY 85 CDSS and FY 87 ABS for Mali, USAID articulated the
assistance objective of enhancing rural production, productivity and
incomes through a strategy of: (1) concentrating investments in higher
potential production zones; (2) policy and organizational reforms; and
(3) technology development and dissemination.

The Development of the Haute Vallee (DHV) project proposed here
supports and implements thils development strategy. In addition, the
project will implement a program for improving natural resouces
management in the Haute Vallee region. All of the above are consistent
with the emphases of the GRM.

1. Higher Potential Production Zones

The Haute Vallee region straddles the 900 mm isohyet (see map), and is
roughly divided between the Sudan zone in the north and the Guinean zone
in the south. Characteristics of the two zones differ slightly, with a
greater reliance on livestock in the north and a greater production of
cotton and maize as cash crops in the south. Bamako, the country's
capital and major commercial center, is also in the center of the Haute
Vallee region and is within reasonable distance of rural areas where a
year~round road network exists.

With its emphasis on foodcrop productiocon, the current OQHV project {(688-
0210) has focussed efforts mainly in the higher production potential
southern area of the Haute Vallee while the Livestock Sector project
(688-0218) has focussed its efforts to date in the northern area,
‘working on improved forage production, finish feeding programs, and
animal health service delivery. USAID/Mali has also begun
implementation of the Farming Systems Research/Extension (FSR/E) project
(688-0232) in the Haute Vallee, where it will build the basis for more
technological innovation in both crop and livestock systems.



2. Policy and Organization Reform

The multi-donor Cereals Market Restructuring Project (688-0230) and the
bilateral Economic Policy Reform Project (688-0240) have been the
Mission's principal policy reform efforts to date. The liberalization
of trade in cereals, the abolition of fixed floor prices for rainfed
cereals and the elimination of fertilizer subsidies now leave room for
the emergence of a dynamic private sector in input/output marketing
where both cash crops and cereal crops respond to agricultural inputs
and improved technologies.

After the macro—economic reforms of the above-mentloned projects, the
reform of RDOs is next on the list of Mission priorities. The DHV
project proposed in this PID offers the Mission the opportunity to
become involved in a leading effort to promote the participation of the
private sector in the development activities of rural Mali by reducing
the role of the OHV organization to that of agricultural extension and
planning.

3. Technology Development and Dissemination

Existing technologies are being promoted under the current OHV project,
such as animal traction, seed treatments, proper plant spacing, erosion
control practices and improved local varieties, which are capable of
increasing the agricultural production of a greater number of Haute
Vallee farmers. Agricultural extension, in conjunction with credit
programs, offers the most effective means of transferring these
technologies. However, traditional extemsion methods conducted by
poorly-trained agents who sometimes have conflicting responsibilities,
€.g., credit recuperation, have not been effective. An emphasis of this
new project will be a complete revision of extension themes,
organization and methodologies.

At the same time, the Mission has been investing heavily in agricultural
research in Mali. Within two to three vears, these investments will
begin to pay off as improved drought resistant and higher-yielding
varieties of sorghum, developed under the ICRISAT (688-0226) project,
will become available for on-farm testing under the Farming Systems
Research/Extension and SAFGRAD (698-0452) programs. Once these new
varieties are adapted to local production coanstraints, they will enter
into seed multiplication, demonstration and direct farm use under the
DHV project, thereby increasing the number of viable technologies that
can be promoted in both the southern and northern zones of the Haute
Vallee,

The new DHV project will also serve as one vehicle to ifmplement the
Mission's natural resources management strategy. The several different
ecosystems of the Haute Vallee zone from north to south (now being more
thoroughly mapped by the Land Use Inventory Program (PIRT)) provide the
opportunity to study and to seek improvements in a variety of farming
systems.



III. PROJECT DESCRIPTION

A. Development Problem

Experience has made us fully aware of the complexities involved in
addressing the priority constraints to increasing agricultural
production in the regiomn. We have found in the current OHV project
that a combination of constraints must be addressed simultaneously 1f we
are to achieve our objective. On the other hand, we have also found
that a completely integrated rural development project, which tries to
do too much through one implementing agency, cannot succeed either.

The combination of constraints which, on the basis of experience and
recent analysis, seem to be complementary and critical to achieving the
goal presented below has thus been identified:

+ a lack of useful information reaching farmers on technologies
to increase agricultural production;

. a shortage of financial liquidity among rural farm households to
make investments in inputs and animal traction equipment;

. poorly organized and fragmented markets for agricultural
inputs, equipment and produce; and

. underdeveloped rural infrastructure causing the isolation of
rural areas from potential markets and under-utilization of its
production potential.

A combination of organizations and agenciles, private as well as public,
is felt to be necessary to address these constraints adequately. While
the OHV organization will continue to be involved in the new project,
the participation of banking institutions, independent cooperative
advisory services, private sector input suppliers, grain traders and
others, 1s essential to successfully address the constraints enumerated
and to stimulate a process of self-sustaining agricultural growth.

B. Project Goal and Purpose

Goal: To effect a sustainable increase in agricultural
production, notably food crops, and net incomes of inhabitants of the
Haute Vallee.

This proposed project gocal reflects three of the four major GRM
objectives for the development of the Haute Vallee: (1) to attain
national self-sufficiency in cereals production; (2) to reverse
environmental degradation through rational and sustainable management of
natural resources; and (3) to diversify agricultural production. These
objectives also echo the aspirations of the region's 40,000 farm
households, who want to produce marketable surpluses of both food and
cash crops.

The project, therefore, will seek to effect a measurable increase in the
agricultural production, particularly of food crops, of farmers in the
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Haute Vallee, a measurable increase of net incomes of farm households,
and a rational utilization of natural resources leading to sustainable
production.

Purpose: To increase farmers' access to production technologies,
equipment and other production inputs, fimancial resources for
investments, and markets for inputs and produce.

This proposed project purpose reflects the fourth development objective
of the GRM: transferring tasks and responsibilities for certain
activities from the RDO to the private and cooperative sectors. This
will only happen, in our view, when farmers have greater and more direct
access to the inputs and services they need. This requires new and more
widely-shared information, improved private sector input supply delivery
and product marketiag capacity, and a certain dynamism on the part of
the producers themselves.

C. Expected Achievements/Accomplishments

The project will actively seek to increase private sector participation
in the creation of a growth-oriented agricultural sector, with faramers
profitably using new technologies and equipmeant, responsibly using both
savings and credit to finance continued investments in their
enterprises, and reliably contributing surplus production to both
internal and export markets.

While quantitatively specific end-of-project status indicators will be
determined during the PP design, the following EOPS illustrate the
progress the DHV project will make in four years:

. Direct linkages will be established between approximately 150
village <cooperatives and banking services (particularly
those offered by the National Agricultural Development Bank
(BNDA)). This represents a tripling of the number now being
serviced with BNDA loans;

» Multiple linkages for input/output marketing will be established
between approximately 150 village cooperatives and private
commercial enterprises in the villages and towns of the region
and Bamako. Cooperative leaders will be trained in managing
these relationships; and

« The number of farm families using animal traction and
other purchased inputs, planting improved varieties and employing
environmentally~sound farming practices will be increased.

An evaluation will be conducted in year 3 or 4 to lay out the scope of
work for the second phase of the DHV project. This will permit us to
take iato account the rates at which the private sector and farmer
cooperatives can realistically fulfill their new roles and functions.

D. Project Qutline and How It Will Work

The DHV project will be implemented in two phases. The first phase of
the project, described here, will have two or three components. The
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implementation of the third component will depend both on the
availability of financing and on the interests of other donors (e.g.,
Italy) in the region. The three components are:

1) Rural Enterprise/Institution Development;

2) OHVRestructuring; and

3) Expansion of Rural Infrastructure (roads).
In the presentation of each of these components which follows, an
introduction section briefly lays out the already established basis of
experience, while a second section describes how the new activity will

be implemented to build on this experience.

1. Rural Enterprise/Institution Development

The private enterprises and specialized institutions promoted in this
project will be of three types: village-based farmer cooperatives,
private companies, and rural financial institutions. All are presently
active in the Haute Vallee zone, but their activities are under-
developed and under-represented.

a. Village Cooperatives

(i). Basis of Experience

The primary purpose of village-based farmers' cooperatives assisted
under the O0HV project has been to facilitate the handling of credit and
the distribution of inputs and equipment. Credit loans are guaranteed
by the group rather than strictly on the basis of cash crop production,
although as cotton (the principal cash crop) is subject to guaranteed
purchase (by the CHMDT) at prices fixed before the planting season, it
provides an ideal basis for the extension of credit. Cooperatives have
also served as the organizing force behind successful functional
literacy classes provided by the National Direction for Functional
Literacy and Applied Linguistics (DNAFLA) with present QHV project
funding.

A recent sociological analysis revealed that villagers support the
creation of village cooperatives for the purposes of qualifying for and
managing production credit (McCorkle, Checchi, 1986). Cooperative
members have found that there are distinct advantages to controlling
their own credit allocations:

. individual farmers have the freedom to decilde on which crops
they will apply fertilizer;

« the cooperators may distribute credit ian a more egalitarian
fashion among their members according to their own established
criteriag

. mistrust of OHV agents in handling credit 1s avoided; and

. the cooperative receives a rebate at the end of the
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commercialization season in payment for the services that the
QOHV organization was not required to perform.

The first crop year in which OHV lent credit to village cooperatives was
1984/5. In that first year, eleven cooperatives were certified as having
met the established criteria: close proximity to a functiomal literacy
center, at least one literate member, demonstrated ability to produce a
surplus of cereals or a cash crop, members accepting the technical
advice of the extemnsion agent and village unity behind the cooperative.
Virtually 100 percent of loans given to cooperatives since that time
have been recovered. The numbers and credit amounts accorded to village
cooperatives have risen as follows:

1983/4 1984/5 1985/6 1986/7
Numbers of Village 0 11 30 46
Cooperatives
Number of Members 0 462 1,354 1,859
(Farm Households)
Credit to Coops 0 90 285 460
($000)
Total Credit 470 470 700 1,040
($000)

The presence of a functional literacy training center and the literacy
of at least several key people have been found to contribute to a
successfully functioning village cooperative. Consequently, the OQOHV
project has focussed functional literacy and post-literacy activities on
cooperative development and management. To date, over 3,500 villagers
have attended literacy classes in roughly 160 literacy centers. The
success rate over the life of the OHV project is about 35 perceat of the
students for literacy and about 20 percent for numeracy. This increase
in the number of literate villagers has formed the basis on which
village cooperatives have assumed greater responsibilities under the
current OHV project.

(ii). Planned Expansion of Activities

The activities carried out in the first phase of the DHV project both by
OHV and by a semi-autonomous Cooperative Development Organization (CDO)
will serve to develop approximately 100 additional village-based farmers'
cooperatives. This will permit OHV to completely remove itself from
day-to-day management of credit (with the BNDA picking up the portfolio)
and will provide an opening for private sector iaput suppliers to take
over the delivery of inputs to rural areas. The new cooperatives plus
the existing 50 cooperatives will participate in training and
organizational strengthening activities carried out under the direction
of a U.S.-based Cooperative Development Organization (CDO).
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Cooperatives are central to the focus and a hub around which most
project activities will revolve.

Technical Advice Input/Equipment Credit Input Marketing
(0HV) (Rural Financial Institution) (Private Companies)
= _ I _ =
| -

Village—-based Farmers' Cocperatives
(Cooperative Development Organization)

|
[
OQutput Marketing
(Private/OQHV)

Cooperatives were chosen as a central focus for the project because:

- they are counsistent with present GRM policy regarding rural
organization;

-~ they have a 99 percent credit repayment record in the Haute
Vallee and are the borrowers of choice for the BNDA;

- experience has shown that when cooperatives have a solid
economic base, they are capable of providing substantial benefits
to rural communities; and

- they represent a good bet for introducing new technical and
commercial relationships which are sustainable, i.e., require the
minimum in on-going GRM public or donor financing.

In order to maintain and increase the rate of growth in the formation of
cooperatives, additional effort in literacy training will be required.
In the coming months the OHV project will conduct a survey of virtually
all Haute Vallee wvillages to determine where each one stands vis-a-vis
adult literacy and cooperative development. Using the results of that
survey, villages with an interest and displayed potential for engaging
in economic activities through community organization will be targeted
for special emphasis. The CDO will be asked to develop a plan to
incorporate womens' cooperatives into DHV project production and credit
activities.

While OHV will continue to play a role in cooperative formation during
the first phase of the DHV project, principal responsibility for
promoting the growth of cooperatives will be assigned to the £D0. They
will work closely with both QHV and the National Direction for
Cooperative Action (DNACOOP) in the Ministry of Agriculture but, by
operating semi-autonomously, will be able to focus 100 percent of its
time on the village-level effort. The semi-autonomous status of this
activity will also facilitate the establishment of multiple, direct
linkages between cooperatives and private sector suppliers of goods and
services and the effort to transfer credit responsibilities frcm the OHV
organization to BNDA.
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The proposed rate of development of village cooperatives in the first
phase of the DHV project is as follows:

1987/88 1988/89 1989/90 1990/91 1991/92
Numbers of Village 69 87 107 127 147
Cooperatives
Number of Members 2,900 3,650 4,500 5,300 6,600
(Farm Households)
Credit to Coops 717 940 1,200 1,485 1,745
($000)
Total Credit 1,240 1,365 1,495 1,620 1,745
($000)

There are roughly 450 villages in the southern four Sectors of the Haute
Vallee and 900 in the whole zone. The 147 village cooperatives will not
include all Haute Vallee farmers, but they will permit an expansion of
the distribution of credit to significantly more farmers than the
preseant system. The estimated number of farm households who receive
individual and group credit will increase from approximately 4,000 to
6,600.

Agricultural input credit for cotton and maize production is only one
activity in which village cooperatives are interested. The Haute Vallee
zone, because of the good natural resource base, irrigation potential
and proximity to markets, presents a number of possibilities for
"secondary crop"” production. Efforts to assist the cooperatives to seek
out other production possibilties have been limited by the desire to
move cautiously. However, the willingness of farmers, and in some cases
women, to organize themselves when they have an economic interest has
now been demonstrated. Therefore, the DHV project will expand the
latitude in end-use of credit that cooperatives seek.

b. Private Companies

(i). Basis of Experience

OHV, at the present time, operates virtually alone in the delivery of
agricultural inputs and equipment (on credit) and has the legal monopoly
for marketing of the two major cash crops, cotton and tobacco. Contacts
between farmers and private sector suppliers of other goods and services
are evideant (particularly for grain trade and trade in consumables), but
the possibilities for expanding these contacts to handling of
fertilizers, pesticides, and animal traction equipment are not known.
However, it 1s clear that the demand for agricultural inputs exceeds
OHV's financial and management resources to deliver them, even when
prices are not subsidized, and that the use of additional inputs would
probably boost productivity in the region significantly.

Private businesspersons have quite rationally hesitated to consider
expanding their own rural input/output market operations im dispersed
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rurél markets as long as OHV continues to perform this function.

Recent contacts, however, indicate that private dealers in agricultural
inputs and equipment are interested in initiating economic contacts with
farmers or groups of farmers. One company was seeking agreement from a
village cooperative to extend credit for animal traction equipment and
fertilizers in exchange for a guaranteed delivery of cereal crops at a
pre-negotiated price to repay the loan. In another case, a village
organization purchased on credit a small pump for off-season vegetable
production and subsequently entered into a contract farming
relationship with a local exporter to produce green beans for the
European market. These two cases are indicative of the growing
potential for profitable relations between private companies and
cooperatives that the project will promote through increased contacts
and better circulation of information.

It is felt that the greatest poteantial for private company development
lies in the area of input supply. At present, there is one medium-scale
factory (a state enterprise) making agricultural equipment and one mixed
enterprise engaged in mining and distribution of phosphate fertilizers.
Both operate way below potential capacity and have unreliable delivery
schedules, Virtually all of their production is handled by RDOs, who
supplement it with imports, often made through private sector dealers.

There are roughly six private companies which now import agricultural
inputs and equipment, largely without import taxes. Entry into the
market for inputs has recently been greatly facilitated by the adoption
of a new commercial code that contains simplified commercial licensing
procedures. On the negative side, however, the enterprise which
manufactures animal traction equipment (SMECMA) has been granted a
certain amount of "market protection”™ which requires that private sector
dealers wishing to import must seek SMECMA authorization and

attestation that it cannot produce the equipment desired before a
private company can import animal traction equipment. This slows things
down and ralses the costs of doing business.

(ii). Planned Expansion of Activities

The project proposed here will seek to gradually expand private sector
marketing activities in the Haute Vallee region and to ease the
transition of the competitive entry of private companies into
input/output markets by helping 0HV to manage a phased withdrawal.

The first step in this transition will be to de-link the credit and
input/output marketing functions now being carried out by OHV. O0HV will
begin by contracting out, initially on a test basis, the purchase of
laputs delivered to village cooperatives and outputs to market
destinations., The responsibility for purchasing and delivering inputs
and marketing outputs will then be passad over to village cooperatives
receiving assistance from the semi-autonomous CDO. Helping
cooperatives to bargain for goods and services as a group is another way
of encouraging them to take responsibility for procuring the inputs they
want -— rather than waiting for what OHV is able to deliver.

Nevertheless, it is important to note that getting greater and more

15



.

independent involvement of the private sector in input/output marketing
in the Haute Vallee region will take some time. Care must be taken, for
example, to ensure that the private sector could do the job without
passing unacceptable cost increases on to farmers, particularly as
private sector traders' upfrount inventory acquisition costs would have
to be passed on, but alsc because of structural problems -- difficulties
in road transport, the economic inefficiencies associated with small
orders, etc. (OHV presently uses its cotton profits and the project
support to underwrite these costs). These issues must be further
examined in the preparation of the Project Paper to lay out a clearer
plan for private sector development. Bank c¢redit may be a constraint to
private sector expansion; a line of credit could be established with
project funds in a private bank for the importation of agricultural
inputs and equipment intended for Haute Vallee farmers. A Commodity
Import Program (CIP) for fertilizers might also be considered as another
way of ensuring adequate supply.

The DHV project will not overlook the important role of village
blacksmiths in repairing farm implements, providing spare parts and even
manufacturing whole carts, plows, tool bars and other equipmeat. There
are 21 blacksmiths operating in the Haute Vallee zone at present, most
of them already trained in the use of modern forges and tools by the O0HV
project. The functional literacy program is attempting to target them
as a group to upgrade their skills as private entrepreneurs. The DHV
project will reinforce those efforts with management assistance from
Volunteers in Technical Assistance (VITA) and small enterprise
development Peace Corps Volunteers. .

¢. Rural Financial Institutions

(i). Basis of Experience

The principal lender of production credit to farmers is the BNDA. As a
matter of policy, BNDA lends principally to farmer groups, usually
village—-based and receiving active assistance from an RDO,

Under the present system, RDOs assist the cooperative in preparing and
submitting a list nominating cooperative members for credit, the list is
modified and approved by the BNDA, the inputs and/or equipment are
purchased well in advance by the RDO and placed with cooperatives
according to the approved list, and approximately one month later the
RDO is reimbursed for the amount of credit placed. The BNDA then
assumes the risk that the credit will be repaid roughly eight months
later. It is the policy of the BNDA that once a cooperative defaults on
a loan they are not eligible for BNDA credit until the loan is repaid.
To date, ouly one of the 46 village cooperatives receiving BNDA credit
in the Haute Vallee has defaulted.

All of BNDA's operations in the Haute Vallee are managed from the Bamako
office, although the BNDA has begun to open branch offices in the CMDT
zone when loan placements exceed the equivalent of 270,000 US dollars
per year. In the Haute Vallee, this portfolio value has already been
attained and, in theory, BNDA should be willing to open a branch there
in the near future. BNDA has, however, exercised considerable prudence
in exzpansion of operations in order to maintain its reputation as a
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commercial bank (even though it is, in fact, a state-owned operation).
The proposal will be formally presented to the BNDA during their Board
of Directors meeting in December.

(ii). Planned Expansion of Activities -

To increase the access of farmers and their cooperatives to credit for
production inputs and equipment, the BNDA will be assisted in the
opening of regiomnal branches in rural areas of the Haute Vallee region.
These offices will deal directly with village cooperatives to establish
credit levels and types of loans. The current volume and value of
credit placements justifies (according to BNDA criteria) opening branch
offices in two of the four southern Sectors of the Haute Vallee. By the
end of the first phase of the DHV project, the BNDA should have
established four regional bank offices in the four southern Sectors of
the zone,

The DHV project will give added support to the BNDA in order to achieve
the objective of creating more opportunities for the initiative of
cooperator members and private businessmen. In its first phase, the
project will establish a line of credit for agricultural inputs and
equipment, which will have the effect of increasing available financial
resources for OHV farmers' use, and also encourage the development of
more direct links between village cooperatives and private commercial
interests. As farmers depend less and less on the OHV organization for
credit services, village cooperatives and/or the BNDA will need to
increase their participatation in analyzing potential ianvestments.

Recent analysis of the production credit environment in the Haute Vallee
also suggested that there is a growing potential for rural savings
mobilization in the region. Although this idea is relatively new to the
GRM, it has already been explored elsewhere in the Sahel (Burkina and
Niger) and the BNDA has begun to consider the possibility of selliag
time certificates of deposit. The possibility of expanding farmers'
abilities to manage cash incomes for later investments justifies an
experimental approach using mobile banks in one or two sectors to test
this potential,

It is, therefore, proposed to fund an experimental savings program using
the regional branches of the BNDA or other interested banks. They will
be equipped with mobile units and make the rounds to Haute Vallee
villages located where cooperatives are active and agricultural
production is significant. If successful, we might demonstrate a
sustainable way of generating capital for re-investment in development
projects in rural areas of Mali.

2., OHV Restructuring

The QHV organization, which is considered to be statutorily responsible
for all development activities in the region, will be substantially
changed during the first phase of the project, as agricultural extension
and development planning will, with project support, become its primary
purposes. As already described, O0HV's direct involvement in input
supply and credit will be phased out. Already, its direct ianvolvement
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in farm-level agricultural research has been transferred to the research
organizations. The issue of how to distance OHV's extension operations
from its marketing activities is not yet resolved, but is appears
feasible that eventually an association of village cooperatives might
handle cotton marketing through contracts with private sector
transporters. This, along with other options, will be further explored
in the development of the PP. The release of extension ageats' time
from commercial activities is critical to improviang their overall
performance in promoting increased crop production.

In general, the OHV organization should, as a result of DHV project
activities, be leaner and more effective. Credit, input supply and
marketing functions will be removed from all OHV field and headquarters
personnel at the rate that village cooperatives and private sector
companies are able to assume them. The present staff of 450 will be
reduced to approximately 300 and others will be redeployed and
retrained. Recurrent costs of the extension service will be reduced to
levels that can be supported through the allocation of a portion of cash
crop marketing revenues and replace AID financing of those costs over
the life of project.

a. Upgrading the OHV Extension Service

(i). Basis of Experience

At the present time, OHV extension agents are to offer technical advice
to farmers which will permit them to increase production of both cash
and food crops. There are some fundamantal problems, however,
regarding the effective accomplishment of this objective. The limited
input supplies already mentioned are one problem. Inadequate time
management, with too little time devoted to actual extension activities
and too much to credit administration and cotton marketing, may be
another. What 1s clear is that farmers in the OHV are not nearly as
productive as their counterparts in the CMDT (even with similar rainfall
and soils) and the performance of the extension service in increasing
technology adoption by farmers is, in part, deficient.

Recent assessments indicate that the reasons that more farmers have not
adopted those technologies are varied and include:

. insufficient information about the technology reaching the
farmer;

. the unavailability of the technology or the means to finance
it

. farmers' perceptions that the risk outweighs the potential
gain; and

. the poor adaptation of the technology to a farumer's specific
needs.

In the current project, the OHV extension service has been responsible

for trying to overcome all of these constraints to farmer adoption. In
the new DHV project, the 0HV extension services will be asked to
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concentrate on the first constraint and collaborate with other
institutions or projects, such as the BNDA, ICRISAT or FSR/E project, on
the rest.

The current O0HV extension service has in the field three levels of
agents:

Sector!C?ief (6 field personnel)

"Zone d'Expansion Rural” (ZER) Chief (40 " * )
|

"Secteur de Base” (SB) Chief (94 " " )

They are supervised and trained "en cascade”™, that is, the Sector Chief
ocversees the ZER Chief, who oversees the SB Chief. While this system is
used throughout Mali, it runs the risk of distorted messages reaching
the lowest level and insufficient feedback going back up through the
system. In its original conception it was thought that SB agents with
little formal education could better relate to farmers. In practice,
they have not been able to convey useful information to farmers.

(ii). Planned Expansion of Activities

Training and better time allocation (by reducing the amount of
time needed to be spent on credit administration and cottom marketing)
are obviously part of the solution. Two other elements are also needed:

. better development of the themes or messages which agents are to
convey; and

. increased use of new approaches and methods of comnmunicating with
farmers.

The technology transfer study conducted last year concluded that a serious
revision of extension themes, based on a thorough review of research
results, is needed. Instead of having one set of recommendations per

crop for all farmers in the region, the basic advisory documents

("fiches techniques™) should be revised to reflect the latest research
results and adapted to specific farming systems and geographic areas.

In addition, efforts must be made to strengthea the linkage between
adaptive, ovn-farm research in the region and the extension service.

The same study recommended that the extension approach, techniques and
methodologlies of OHV should be further modified alomng the lines of
recent experiments to remove the lowest (and least-trained) level of
extension agents (the Chef SB) and to include more field days,
demonstration plots and visits by headquarters' staff. The elimination
of the lowest level of the system would be facilitated by formation of
cooperatives (which could assure adequate diffusion of information among
their members as well as take over time-consuming activities of credit
administration and cotton marketing now performed by OHV staff) and
would focus skills upgrading activities among extension agents' who are
already better able to comprehend a broader range of ideas. The new
"farmer contact” level will be that of the Chef ZER and these agents
will be expected to pass more complex extension nmessages, digest farmer
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feedback and adapt extension themes to farmers' different circumstances.

These message and staff improvement efforts will be undertaken by the
QHV organization itself, drawing on the resources of the national
research institutions (IER and INRZFH), the various agricultural schools
and faculties (the CAA system and the Institut Polytechrique Rural
(IPR)), as well as on short—-term and long-term training opportunities in
Africa and elsewhere and the services of extermnal traimners.

Further action will also be taken by OHV and an in-house technical
assistance provided with DHV funding to develop work performance
criteria, supervision systems, and new methods and approaches to
extension (use of groups, demcnstration fields, field days, etc.).
Regular monitoring of performance will be required to determine further
training needs or modification of extension themes.

The reduction of staff levels will result in some savings in personnel
costs for OHV as a whole. USAID assistance will be targeted to areas
where the new extension structure is being implemented.

b. Better Resource Development Planning

In order to improve the effectiveness with which both extension and
planning roles are accomplished, the DHV project will have to devote
more attention to data gathering and analysis. These efforts will be
linked to implementation objectives, for example, providing data of
productivity within OHV in a way which will permit monitoring and
evaluation of extension agents' performance or of extension theme
effectiveness in increasing production,

(i). Basis of Experience

The Division of Statistics and Planning within OHV was created to
provide reliable information which can be used to monitor the
effectiveness of the extension effort in terms of providing farmers'
access to technical advice which pays off in increased agricultural
production. So¢ far the Division has not effectively performed its
assigned role because of problems in the conception of surveys, their
execution and in the analysis of the results. Although equipped with
computers and staffed with personnel trained in data gathering and
analysis, efforts are inadequately targeted at the information needs of
OHV for management of its tasks.

OHV efforts at data collection have most recently been complemented by
those of the FSR/E project. The two services are in the process of
haraonizing their definition of terms so that their databases will
permit information sharing. In addition to benefitting from the FSR/E
project, OHV has contracted with other organizations in Mali wihich have
benefitted from USAID support in the past and which can perform
specialized analyses required for regional planning. The Land Use
Inventory Project (PIRT) headquartered at the National Livestock and
Natural Resource Research Institute (INRZFH) is-one such organization.

The current OHV project has contracted with PIRT to conduct a land use
inventory of the natural resource base for the entire Haute Vallee
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region. The report will include soil maps, hydrological data and
vegetative characteristics at a scale of 200,000:1 for the entire zone
and at a scale of 50,000:1 for selected areas. It iIs expected that the
report will assist OHV in the planning for the development of the region
by identifying land use capabilities for targeted activities and areas.
Preliminary results show a large degree of heterogeneity of socils and
geomorphic characterisics, leading us to believe that further land use
studies at a scale of 50,000:1 are required.

Over the past several years the 0HV project has had some success in
promoting better natural resources management through the extension
service. Extension themes on proper crop rotations, erosion control
through bunding, contour plowing and maintaining ground cover, organic
fertilizer composting and utilization, growing green manure crops,
planting live windbreaks and avoiding highly erodable soils have been
incorporated into technical sheets and passed on to and accepted by
farmers. This success, when assisted by better plaanning and targeting
of these extension efforts should result in better natural resources
management by Haute Vallee farmers. This year the German Aid Agency
(GTZ) is providing technical assistance and support to OHV in order to
monitor the impact of some of these extension themes on soil and water
retention and crop productivity.

(ii). Planned Expansion of Activities

The new DHV project will strengthen OHV's capacity to collect and
analyze .data needed for planning, monitoring, and evaluation in a timely
way and facilitate coordination of this role with the Ministry of Plan's
Division of Statistics and with the Ministry of Agriculture’s National
Direction for Agriculture. Under the project, in-house technical
assistance will be provided to the Planning Division at OHV, and they

will have to be staffed with trained agricultural economists, in
addition to the statisticians currently employed.

The DHV project will use information from these studies as well as
others (e.g., the work of the International Livestock Center for Africa
(ILCA) on forage crops and FSR/E on farming systems) to refine the
extension themes being presented by OHV f£ield agents. Extension agents
will be given more precise messages to present to farmers which
correspond to the particular environmental conditions and constrainats
whare they are located and promote better matural resource management by
Haute Vallee farmers. OHV extension agents, attached to the Ministry of
Agriculture, are likely to be the most effective at this task as they
are more numerous in the field than livestcck and forestry ageants.

The OHV project has concentrated efforts to date on the southera four
Sectors of the Haute Vallee, largely because of their greater production
potential, but also because the northern two Sectors were added to CHV
after approval of the original project. Extension agents in those two
Sectors are not, for the most part, encumbered with credit and
commercialization responsibilties, nor do they have the necessary
logistics support to be effective. Therefore, the DHV project will
implement at a faster rate the restructuring of the extension service in
those two Sectors and iancrease the support system for those agents.
Because of the limited potential for cash crop production, an emphasis

21



will be placed on improved natural resources management.

c. Administrative Reform g£ OHV

(i). Basis of Experience

Key reforms of the organization of OHV itself which will be attempted in
the first phase of the DHV project will deal with reduction of staff and
the transition to a more limited role in marketing of agricultural
inputs and outputs., The latter process has already been described in
the section above on increasing private sector ianvolvement in the
region. Its successful implementation implies a certain willingness of
the part of OHV staff to cede part of their present portfolio of
activities to others -~ and this may be problemmatic. However, OHV
financial managers will be able to facilitate the transition by
improving the cost-accounting systems in place to permit more refined
analysis of the costs and benefits which such a transition is likely to
engender and thus permit the project to ease the transition.

The reduction of staff issue is potentially even more difficult. In
Mali, at present, unemployment is a major social and political concern
of the GRM. The idea of firing employees (such as the present lowest
level extension agents) without attempting to make productive use of
their agricultural skills i1s a waste of human resource potential, Many
OHV employees doc not qualify for the early retirement program of the
Economic Policy Reform Program because they were hired under personal
services contracts. In addition, after just a short time, the demand
for early retirement under that program has far exceeded the available
project resources.

(i1). Planned Expansion of Activities

As the OHV orgamization reduces its role in commercial activities and
the size of its extension service, it will be necessary for the "excess”
QOHV agents to find other work. There have been expressions of interest
in setttiang up an early departure program for O0HV employees (similar to
that being supported as part of the EPRP), and there is a good
possibilty that some of them can install themselves as producers in the
OHV zone where many of them already have small farming operations. The
potential savings to OHV are significant because a2ll employee salaries,
even for GRM civil servants, are now paid by the OHV organization aand
not the public treasury. The details of such a program have not yet
been discussed but would likely involve a certain amount of severence
pay and access to credit sources.

3. Rural Infrastructure Component (roads)

(1). Basis of Experience

An evaluation this year of the roads comnstructed under the curreant
project (through a contract between OHV and the national agency charged
with road construction -- Travaux Publics) reported that they have had
the desired effect of stimulating agricultural production and crop
diversification. The roads component revealed an average benefit/cost
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ratio of 2.00 and a rate of return of 456.6 percent for the 378 kms of
roads constructed thus far. The benefit/cost ratios and rates of
return, while all positive, vary considerably according to population
densities, actual and potential agricultural productiomn, actual and
potential traffic and the terrain. A system for roads maintenance has
been put in place, tested and found to be adequate.

In the initial stages of project design, it was proposed that the DHV
Project continue with this satisfactory initiative. Two factors have
conspired to lead us to identify this component as a "shelf component.”
First, overall funding availabilities for Mali have shrunk; doing the
roads would cause us to compromise investments in the cooperative

and private sector development areas. Second, the Italians have
recently expressed interest in participating in the Haute Vallee
regional development and might be willing to provide the funds.

The decision to shelve the road construction effort during the first
phase of the DHV project was made in concert with OHV. Recognizing that
project funds will be scarce, we established the following priorities
for USAID assistance under the DHV project:

1) Cooperative Development

2) Private Enterprise Development

3) Extension/Planning Services Improvement
4) Roads Construction

5) Irrigation Development

(i1). Planned Expansion of Activities

If funding should become available, however, the road component might
well be activated. The natural resource base of most of the zomne is
quite good and there is considerable agricultural production activity
and an even greater potential that could be exploited with better access
to markets. It is clear that the specific factors listed by the
evaluation team with regard to choice of site must be taken into
consideration in the selection process to ensure that future roads will
have the desired impact on agricultural production and marketing. With
this in mind the Mission intends to pursue an ia-~depth analysis of the
feasibility of proposed new roads in collaboration with the Italians
during the first phase of the DHV project.

Whether or not we will construct roads during the second phase of the
DHV project will depend upon a reassessment of these priorities, other
donor intentions, the magnitude of the need and the availability of
funds.

¥. Factors Affecting Project Selection and Further Development

A. Social Considerations

The notion of village cooperatives builds upon traditional village
institutions, called "tons"” in the local language. They are village
groups, often based on age and/or sex, which organize their members to
perform joint endeavors. This habit of collective work is a tradition

23



since time immemorial of the two predominant ethnic groups of the
project area, the Malinke and the Bambara. Attempts to abolish the
traditional structures during the colonial period were unsuccessful.

After independence, the GRM revived and attempted to use the "tons”
concept to mobilize popular participation in socio-economic programs of
the socialist regime then in power. Communal fields were to become the
basis for instituting a form of collectivized agriculture. Decisions
for even local level activities were centralized in the capital and made
on behalf of rural farmers. As a result, these early attempts to
"organize” villagers failed and the word "tons” became a stigma to
cooperative development efforts.

The current official GRM policy towards "tons"” is to accord to them
administrative and financial autonomy to engage in economic and social
activities determined by the group. Under the DHV project they will be
called "associations villageoises” (AVs), or village cooperatives,
consistent with other projects in Mali which strengthen local
organizations and the terminology generally accepted by the GRM.
Participants in village cooperatives in the Haute Vallee give their
resounding approval to the current policies and programs for cooperative
development.

The focus of the project on the development of village-based
cooperatives is only justified if we are assured that they have the
required autonomy to make decisions for themselves and if they can
technically handle the tasks they attempt to assume. The criteria by
which we have made that positive determination include their historical
context, recent experiences, lessons learned and the desires of rural
inhabitants.

Village cooperative development in the DHV project will, therefore, be
based on two principles; 1) that the cooperatives operate free from
undue government influence, and 2) that they operate on a sound
financial footing. For reasons cited earlier villagers have foumd it to
be in their economic interest to manage their own credit and iaput
distribution. In addition to these activities cooperatives have
facilitated a group appreoach to agricultural extension that the project
will further promote.

Cur recent study of village cocperatives in the Haute Vallee recommended
that women's councerns can best be addressed through the traditional
village societies. Certain activities related to the project goal and
purpose, such as rice cultivation and market gardening, are
traditionally reserved for women. The DHV project, with assistance of
the CDO, will attempt to strangthen women's cooperatives which want to
galn access to production credit, and monitor the use of all credit to
ensure that women benefit as well.

It is proposed that a U.S. Cooperative Development Organization (CDO)
work in collaboration with the QHV and the Ministry of Agriculture on
the development and training of village cooperatives. Through this
mechanism it is planned that beneficiary farmers will become more
involved in on-going evaluation of the project and provide valuable
feedback to the OHV, with the objective of achieving an orderly transfer
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of responsibilities to wvillage cooperatives.

B. Economic Considerations

How the investments of the DHV project will affect farmers®' access to
production technologies, equipment, and other production iaputs,
financial resources for investments, and markets for inputs and produce
has already been described. What this increased access is likely to
mean in terms of increased foodgrain productivity 1is the subject of this
economic analysis.

1. Access to production technologies

It is clear from comparative production data collected in 1985 and 1986
in the Haute Vallee (Annex Table 1) that farm households with animal
traction equipment produce more foodgrain both per household and per
capita than do households without such equipment. Equipped farmers in
the southern OHV zone produced 4,2 MT of millet, sorghum and maize per
household while those with no animal traction equipmeat produced only
885 kg, In the north of the Haute Vallee zone, equipped households
produced 2.4 MT of grain while households using manual tools produced
only 822 kg. Since equipped farmers have larger households in general,
the per capita figures are closer together but the gap still exists. 1In
the southern areas, average per capita production of grain was 154 kg3
for equipped farmers and 130 kg for non—-equipped. In the north, those
households with animal traction produced 131 kg per person while those
without such equipment produced only 88 kg/person.

These observations suggest that increased inwvestments in animal traction
equipment are important to overall productivity even with present levels
of extension information and availability of inputs/markets in the Haute
Vallee region.

The set of animal traction investments which defines a2 farm household as
"completely equipped” these days costs about 350,000 FCFA - 400,000
FCFA, of which about 180,000 FCFA is the cost of the animals themselves.
If this investment results in increased output for the household of 3
MT/year of foodgrain in the south and 1.5 MT of foodgrain in the north,
the average price of this graim over the life of the equipment (10
years) is 40 FCFA/kg, the animals are sold and replaced {(for the same
price) in five years, and recurrent costs are assumed to be equal to
amortization of the mechanical equipment only, the discounted stream of
benefits compared to the costs indicates that the investments are likely
to be justified by the grain yield increases in the south but not in the
north (See Annex Tables 2 and 3). On the other hand, if a less complete
set of equipment is proposed for the lighter soils of the aorth, thea
the return may justify the investment.

2. Access to Improved Extension and other Services

The comparative data presented above also suggest a reasonable
hypothesis with regard to the magnitude of the foodgrain productivity
increases one might anticipate from improvements in extemsion, credit
from thz= NADB, and supply services by the private sector.
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It is widely felt that the CMDT extension service is superior to that in
OHV and that the overall access to transport and markets is also
somewhat better. Thus, for looking at the possible return to these
"softer” project investments, we took available data on production from
the CHMDT zone as our "with project"” level of productivity.

Coemparative data on CMDT farmers and OHV farmers with the same level of
equipment (and similar rainfall and natural resources) indicates that
OHV farmers' productivity lags significantly behind that of CMDT
farmers. Equipped CHMDT farm households, for example, produced 5.1 MT of
foodgrains on average in 1985 while equipped farmers in the OHV region
produced only 3.2 MTI. Overall, the average farm household in the
southern CMDT zone produced 4.4 MT of foodgrains while the comparable
farmers in the QHV region produced 1.7 MT. Northeran CMDT households
produced 3 MT of foodgrain while those in northern OHV produced 1.3 MT.

These household production data indicate that even without investments
in animal traction equipment, more general investments in extension
services, input supply, and market development could result in
substantial within-strata increases in productivity.

If extension, road, and market improvements in the Haute Vallee are
projected to result in the OQHV farmers attaining in temn years
approximately the levels of grain productivity now being experienced by
CMDT farmers, then it would seem to be worth spending up to $ 8 million
over the next four years on these improvements (Annex Table 4).

3. Conclusion

The level of benefit/cost analysis presented here is indicative at best.
However, it tends to confirm the proposition that both farm-level and
project-level investments to improve foodgrain production are
economically feasible. A much more detailed economic assessment will,
of course, have to be done in the preparation of the Project Paper.

The economic benefits generated by this project will have to be more
specifically related to:

. the success of the farmers in the OHV zone in their individual
production investments, not only in quantity of production but
also in terms of monetary incomes;

. the profits of village cooperatives in doing business;

. the relative efficiencies of the private sector traders over 04V
in delivering goocds and services {(lower costs for farmers aad
profits for private sector entrepreneurs);

. the reduced costs and increased revenues generated by road
improvements (if these are funded by the project) for
producers/population as a whole; and



. the decreased costs (increased efficiency) of OHV as an
organization which provides commercial (cotton marketing) and
public (extension, research) services.

These analyses will be part of the PP design effort.,

c. Relevant Experience with Other Projects

The present Operation Haute Vallee project {(688-0210) is, of course, the
experience most relevant to the proposed Development of the Haute Vallee
project. The linkage between the two has been made clear in virtually
every section above. The restructuring of the present 0HV will,
however, also build on similar experiences of other RDOs in Mali and on
cooperative development experiences elsewhere.

CMDT, a mixed-capital RDO supported by the World Bank and other donors,
is thought of as the most successful RDO in promoting agricultural
development and the omne which OHV should most closely emulate. CHDT
has, for example, increased cotton production from 22,000 to 195,000 MT,
maize production from 11,000 to 105,000 HMT and the use of animal
traction from 30 to 70 percent in the past 20 years. CHMDT alsoc supports
a research program which has led to the introduction of improved local
varieties of maize and cottoa, regularly maintains a network of rural
roads and has fostered the growth of more than 900 credit cooperative
associations. One of the major reasons for its success is that it
occupies the most favorable southern region of Mali.

OHV, much smaller than the CMDT and organized much later, has had the
support of the U.S. and the European Community. The QHV has, in the
past ten years, increased maize production from 6,000 to 16,000 tons in
addition to introducing improved local varieties of maize, sorghum,
millet and cotton. The project has constructed and maintained 378 kms.
of rural roads, run a program to provide 3,600 adults with instruction
in literacy and numeracy skills, established a credit system for
production inputs and animal traction equipment and assisted in the
formation of 530 village cooperative asscciations., Even though the
region is not as well-endowed as the CMDT, the potential for
agricultural development with its proximity to Bamako, is comparable.

The cotton marketing activities of OHV have been one reason that the
current OHV project has established a successful credit system that
achieves 95 percent repaymant rates annually. Continued USAID support
for the credit system, in light of Policy Determination (PD) 15, is
justified on the grounds that cotton production has the spin~off
benefits on cereals production listed above and the fact that cotton
production in the Haute Vallee is insignificant relative to total Malian
production, let alone that o¢f the U.S. In addition, an analysis of
theoretical vs. actual cotton yields and fertilizer use leads one to
conclude that as much as 35 percent of fertilizers may be applied
directly to other crops, including foodgrains.

The other major cash crop marketed by O0HV, tobacco, is not so justified.
Originally started with EEC (FED) financing, the tobacco program has not
delivered the same benefits to farmers. Tobacco is grown duriang the dry
season with irrvrigation and requires a greater capital investment. Few
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farmers are able to grow enough tobacco to repay their loams. The
Mission has increasingly distanced AID assistance to OHV from even
indirect support to tobacco, and is requesting a complete separation of
accounts, resources, logistical support, etc., to ensure that AID funds
are not used for unauthorized purposes.

The profits derived from the marketing of cotton have made the Malian
Company for the Development of Textiles (CHMDT) and OHV considerably more
financially independent than the other RDOs in Mali. In the cases of
CMDT and 0HV, donor resources have been used to underwrite the
activities which did not generate a financial profit, such as research
and foodcrop extemsion services, but did not have to cover virtually all
operating costs as they have in other RDOs. In the RDOs not supported
by donors, the GRM has made an effort to provide the necessary funding,
but given the general budgetary difficulties of the public sector, many
of them have simply not had adequate resources to function effectively.

Currently, OHV finds itself in the precarious situation of generating
enough profit to cover the majority of its operating costs but depending
very much on donor assistance to make up the difference. OHV's
inability to be self-sufficient is largely attributed to an aging

truck fleet used for cotton marketing and the mandate to provide
extension and credit services to farmers in a substantial area which is
nct suited to cash crop production, and therefore provides no direct
income for O0HV. The transfer of commercial tasks from the RDO to the
private/cooperative sector is intended to reduce the losses to OHV. A
mechanism will be worked out whereby OHV continues to receive the
portion of funds reserved for extension service support from cash crop
marketing in the Haute Vallee zone.

D. Proposed Grantee snd Implementing Agency

The Ministry of Agriculture is the proposed grantee and the project will
be implemented through: (1) the OHV organizatiom, an RDO under the
National Direction for Agriculture, (2) the BNDA, (3) a U.S-based CDO
which will work semi-autonomously under the supervision of QHV, and (4)
various private sector agencies (the Chamber of Commerce) and
businesspersons.

It is the intention of the project design to maximize the participation
of private/cooperative entities and to keep to a minimum the
requirements for on-going financial support to cover public sector
recurrent costs. OHVY will reduce its activities throughout the life of
project until it directly manages only extension and regional planning
and coordination activities. Other activities, such as input/ouput
marketing, functional literacy, on-farm research and eventually
input/output marketiang, will be indirectly supervised by SHV through
program contracts, consistent with newly established policies for RDOs.

Project implementation will require: (1) three experts from a
Cooperative Development Organization (CDO), who will operate semi-
autonomously according to the terms of a cooperative agreement
negotiated with YSAID/Mali, and (2) four techmical assistance experts
working with OHV under the terms of a host cocuntry contract. The CDO
team will coordinate both with 0HV and the MOA National Direction for
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Cooperatives. It will present yearly work plans and monthly reports

to an oversight committee with representation by those GRM agencies and
USAID. The OHV technical assistance team will preseant yearly work plans
and monthly reports to the joint MOA, OHV and USAID project committee.
For day to day project implementation, they will report to the Director
General of O0HV.

E. AID Support Requirements and Capabilities

The DHV project will be managed by the head of the Extension and
Training Division of the Agricultural Development Office (ADO) of USAID.
This Division is staffed with one USDH Agricultural Development Officer,
one FSNDH Project Manager, one FSNPSC Private Sector Specialist, cne
FSNPSC Project Assistant and one full-time Secretary. The DHV project
will become the main activity of this Division after the close-out of
the current OHV project and an Agricultural Education project. The
other project management activities of this Division are two small
programs with the Peace Corps.

The current USDH is principally involved in the design of the DHV
project and will be departing post o/a August, 1988. The Missicn will
replace him with an agricultural officer with a broad knowledge of the
rural development process. The FSNDH Project Manager is working toward
a PhD in development sociology and has managed the functional literacy
component of OHV and the Agricultural Education project. He will be
given the responsibility of the cooperative development and functional
literacy components of the DHV project. The FSNPSC Private Sector
Specialist has studied agricultural economics, is working on the design
of the project and will help to implement that component. The FSNPSC
Project Assistant will be responsible for general administration.

The policy reform nature of the DHV project will necessitate that USAID
take an active role in ensuring that policy implications emerging from
project activities are monitored closely, brought to the attention of
USAID senior management, and positions transmitted to and negotiated
with the appropriate GRM agencies, It is anticipated that in this way
USAID will continue to be involved in policy dialogue with the GRM
throughout the life of project. The USDH Agricultural Developemnt
Officer will be responsible for supervising the Extension and Training
Division staff to keep project management informed of on-going
develcpments.

F. Estimated Cost and Methods of Financing

The estimated cost of the first phase of the DHV project is $11.5
million for a four year period from FY 89 to FY 92. The method of
financing will be a grant, including support for technical assistaance,
training, construction and local currency expenditures by OHV. The
indicative budget broken down by project components is as follows:

(*$000)

Private Enterprise Component
Cooperatives 3,100
Private Companies 1,800
Financial Institutions/Credit 2,150
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RDO Restructuring Component

0HV Extension Service Upgrading 1,250
Improved Resource Development Planning 800
Administrative Reform of OHV 2,100
Project Evaluation/Audit 200
Roads Feasibility Studies 100
TOTAL 11,500

G. Design Strategy

The Mission will field a Project Paper design team in late September or
early October 1987, composed of two cooperative development specialists,
an agribusiness expert, a rural sociologist, an agricultural economist
and an agronomist. The scopes of work, the length of time required and
a statement of desired qualifications and experience for each of the
positions are being drafted by the Mission. A REDSO/PDO and locally~
hired consultant counterparts will also participate in the design
process, along with Mission personnel. The design effort will require
approximately three months.

The two cooperative development specialists will be provided by the
Cooperative Development Organization (CDO) selected from an expression
of interest to participate in the design and implementation of that
project component under a Cooperative Agreement using a collaborative
assistance acquisition mode. The other expatriate experts will be hired
through an Indefinite Quantity Contract. Local consultants will either
be hired directly by USAID or by the 0HV project. The design team will
coordinate its work with the appropriate GRM officials and include then
in the design effort whenever feasible., The total cost of the design
effort will be approximately $150,000.

USAID intends to make a presentation of the PID in AID/W as part of the
review process and request that the PP be approved in the field under
Delegation 0f Authority 551. We expect that this DOA will permit the
Mission to amend the project for the second phase on the basis of an
evaluation in the third or fourth year of implementation. REDSO/WCA
contracting advice and RLA/Dakar legal copinions will be sought on
technical assistance contracts and the Project Agreement to be signed
with the GRM. Ve expect to use full and open competition to procure the
technical assistance services for support to OHV. However, the
possibilities of using 8(1l) or Grey Amendment procedures will be
explored in the PP design.

H. Recommended Environmental Threshold Level

The Mission expects to render a favorable I.E.E. before formal
presentation of the PID' in AID/W. The activities of this project will
have a positive impact on the environment, especially the promotion of
soil and water conservation cultivation practices.
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I. Waiver Reguirements

The Mission will request vehicle waivers for approximately six double-
cab light pickup trucks and 12 four wheel drive pickup trucks from a
European or Japanese source for the cooperative development and
agricultural extension work. The waiver will be justified on the Lasis
that no representative of a US manufacturer maintains an adequate
inventory of spare parts or after-sales service ian Mali for US made
vehicles. The purchase of US made vehicles, therefore, would impose
serious project implementation problems and impede US foreignm policy
objectives in Mali.

Js Design Issues

Experience with the OHV project and results of in-depth consultations
held with proposed participants in the DHV effort give us a substantial
amount of confidence that the project can be implemeated along the lines
laid out in this PID. There are a number of outstandiag 1issues,
however, which will require specific attention in the design process.

1. Timeframe for cooperative developument

It is proposed to nearly triple the aumber of viable farmer cooperatives
operating in the Haute Vallee in a period of four years. While there is
anecdotal evidence from various studies that a substantial number of
villages are interested in launching theilr own cooperatives, it may be
that the training needs are greater thanm anticipated or that the
economic climate may be so anegative over the next couple of years that
viable cooperatives may simply not be possible. The survey which 0HV is
presently getting underway to look into the state of cooperative-
readiness will be extremely helpful in deciding on a realistic target
number of cooperatives for the first phase of DHV activity. The close
involvement of the CDO which will implement the cooperative development
program in the design phase itself should also help to ensure realism in
setting project objectives.

2. The feasible rate for transfer of responsibilities from OHY
Lo other organizations

Experience with the policy and structural reform process has made us
well aware of the pitfalls in assuming that once a role is re-~assigned
on paper that it will become this way in reality. The person or
arganization who is supposed to play the new role must be immediately
capable of doing so (trained, financed, committed) or implementation may
lag substantially behind expectations.

In the DHEV projsct, it is proposed to transfer credit responsibilities
from OHAV to the BNDA and input supply responsibilities from JHV te
private sector businessmen., The OHV-BNDA transfer is principally
contingent upon the speed with which cooperatives can be constituted.
The transfer of input supply respoansibilities will, however, require
thorough analysis of the input supply question {(one staff member is
already at work on an analysis of the agricultural equipment subsector)
as well as a management plan to ensure that OHV does not provide uafair
competition to suppliers or that farmers' needs remain unmet.
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3. Organizational issues at BNDA

It has been proposed to expand BNDA's presence in regional towns closer
to farm villages and cooperatives both for credit and savings purposes.
Based on their own analysis of funding availabilities, the BNDA at this
peint has no plans to build branch banks in the Haute Vallee. When
asked whether project funding to underwrite establishment and initial
recurrent costs might change their planning, BNDA representatives
responded affirmatively, subject to the possibilities for assuring
adequate staffing. This will have to be further pursued in the PP
design process.

Another potential issue regarding BNDA is its capacity to evaluate non-
traditional proposals for cooperative credit which might (on the basis
of Nigerien experience) emerge from the cooperative development program.
A related issue concerning BNDA which needs further exploration is the
potential for BNDA to entertain financing proposals coming directly from
cooperatives. At present, BNDA relies on RDOs to certify the technical
aspects of all proposals and for the RDOs to play an active role in
credit supervision. As conceived here, OHV's role in credit management
is to decline; this potential conflict must be examined and resolved in
the PP process.

4. The need for an additional line of credit or guaranteed
input supplies (as through a CIP)

There seems to be little need for project funding to augment the

amounts available for cooperative credit, but there may be a need for
additional 1liquidity for private sector input suppliers. Given our
ongoing analysis of the equipment situation, there may also be a need to
assure the physical delivery of inputs to Mali.

5.GRM. policy support

While the lines of GRM policy reform with regard to restructuring of
RDOs were clearly laid out at the recent national conference on the
subject, and the proposed project is consistent with these lines, the
ability of the GRM to actually implement these reforms should not be
taken for granted. As noted above, reductions in staff are politically
difficult even when they are accepted as fully necessary. Further, the
historical attitude toward public sector leadership in development and
publiec sector control of the process continues to influence the rate of
progress made toward privatization of the economy. Identification of
the measures necessary to ensure that the transfer of roles between
public and private sectors, for example, actually takes place will be an
important design task.

6. GRM financial support

The OHV organization presently operates with virtually no public
financing. Payments by the CMDT for cotton marketing services, fees
levied on credit managed by 0HV, and support from donors {(USAID and,
until recently, the European Economic Community) now coanstitute a
financial basis which is independent of the government budget. It is
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planned, however, that over the life of the project, the GRM will assumne
more responsibility for financing what are appropriately defined as
public services: extension and research activities. The rate at which
the government budget can absord these costs will need to be carefully
projected in the design effort.
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smes Tabie 1, Fuodgrain Production by Ferm, Froduct, Worker, and Per Lapita
’ 1985786 -~ Situation by faae and Gtratus

lone, Sub-fase, Ho. fares Population Yotal Foadgrain Production Eg per kg per

and Stvativ sawpled  per farm  Kilos % aillet % sorghual maize worker  capita

- CHDT ¢ South -
Equi pped 13 15.4 4289 384 15,4 19,4 k¥ 418
ieai ~equipped 53 12 12.3 Si68 7.1 30.8 i 91 415
Sewi-eguipped HSS 1t 8.4 2875 38,4 35,0 .7 MW 328
Hot eguippod ¥ 4.3 1546 35.40 38.9 26,4 b4 24
Total 48 it.4 4392 38.5% 40.2 21,3 2hs 384

- CHBY : Hovth -
Equipped 14 9.3 " 61.7 346 37 - 9 P31
Saai-equipped 85 | 10.4 i 47.8 5.5 6.5 = 42 203
Sesi-egnipped HES 11 9.7 1592 61,0 27.8 1.2 n 154
Net aquipped 10 5.9 1293 73.0 1B.6 8.4 549 2a
fotal 18 14,2 2959 63.3 33 1.9 551 269

- O Horts -
Eguippad i .6 1342 i%.4 3%.8 19.3 68U 154
Seai-aguipped 53 10 13.9 21% 0.4 8.4 a.l 477 138
Soni ~eguipped HSS 13 3.9 1080 5.5 8.8 1.9 84 74
Mot egquipped 14 .8 aus 35.3 2.3 2.3 §21 130
fotsl 18 13.4 ibbd LERY 45,7 &3 441 1

- GHY  Bowth - )
Equipsed 9 14.4 2412 #e.6 19.4 0.4 350 13t
Seni -aquipped 58 16 14.9 2033 80.9 1.1 8.0 395 138
Sead ~equipped HSS 16 14 1378 85.90 15.0 %0 287 103
Hot equipped 17 9.3 g2 85,4 13.6 0.0 228 g@
fotal L1 12,4 1341 B3.¢ 16.% 0.0 299 1

I OINNIIENI RS LIRS EIIASRI LTSRN RRISI RS NI I TR ORNALSRR SN SN SIS OIS ISRRAR IASRERES CADTRANINREIIIRAREREsns

Source: Food Security Project in Africs, Hichigan State Uwiversity, CESA, Froducer surveys, 1955
dﬂé

Note: Seat-iquipped farms are divided into tws categorize: 35 for selé-subficient and NSS§ for not self-cutficient



Monex Table 2 Benetit-Cost fmalysis of Anisal Tractiun Investmenis
Soothers Haute Vsiles Region

Base lase ?
Basic Oper. & finnual Discount WPW ot Bross  HPW of
Year Investment Haint, - Investment factor ¥ [nvesteeniBensfits Invesiment
FLFA (a1 4 |5%  Cost {FCFR) {2 FCFR @ §25FCFA (b} FCFR 8 122
| 400,500 50,000 450,000 0,893 430,780 140,000 125,020 v
2 50,004 50,000 0,797 47,820 140,000 111,580
3 £4,600 40,000 6. 712 42,720 140,000 99,8R0
§ 85,000 80,000 0.838 38,160 140,000 89,04
5 b, 00 0,000 0,587 34,020 140,000 79,380
& &0,000 80,000 0.307 30,420 140,000 79,780
} &4, 000 6,000 0.452 27,120 140,000  43,2ZB0
8 b, 080 £0,600  0.404 4,240 140,000 56,580
] 43,000 80,000  0.380 2,880 140,000 50,580
10 59,004 60,800 0.320 19,320 140,000 45,080
TOTALS 896,280 741,140

fiatio Discountad Benziit/Lost = 1136

Assuaptions:
{a fo compleie sel of andaal traction eguipsent would regquires
$8D,000 FLFG ror a palr of animals
43,000 FCFA for 3 plos
10,608 FOFA for & cultivator
45,000 FOFS for & cart
&0, 000 FLFA far a seader and aiscellaneous equipuent

b} 3.9 W of aoditional praduction valued at 40 FOFR/kyg

CESTAVAILABLE copy
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Annex Table 3.

base Lase

Banefit-Cost Anadysis of enimal Tracticn Investaents
Northern Haute Yallee Region
Baza Lase and Alternative

Basic Oper. &
{ear {nvestwent Haink.

FOFA () #

1R
Aeds

fanual
Investuent
Cost {FCFAY

Discount WP
fartur %

W of

Gross

e of

i fnvestaeniBensfits Investment
17 FCFA & LZUFCFS (b} FCFA & 132

a0 i o st e o S 9 P 4 8 A 4 o A P 7 e S AR o A VD . 9 o 8 T e A 9 B 48 T 0 A e O 0 T T P e

b 490,000
2
3
%
5
i
§
10
TOTALS

40,900
40,060
16,000
46,000
10,009
16,000
45,000
46,000
45,600
40,000

Ratio Discounted Renedit/fost =

filtornative 1 Less than Complete Set of Equipsent

Pt b e e A e A e e

Basit Oper. & #Annual
Year lovestment Haial.
FOFR {a} & i3

340,060 0.893  39%,%20 60,000 53,380
36,000 ¢.797 31,880 40,000 47,820
0,000 0,712 28,480 80,008 42,70
33,000 $.83% 35,480 50,000 33,140
40,000 9.9&7 22,580 bn,U00 34,020
40,000 §.507 20,280 50,000 30,3429
43,000 8,352 18,086 se,0n0 27,120
10,006 0.404 15,160 60,000 24,240
40,406 0.7%al 14,330 60,000 Zi,B40
G000 0.3 12,880 o0, 19,330

583,240 339,060
$.3581
Discount HPW of Sruss WP of
Investsent factor & Investwentfenefits Investment

Cout {(FCFR)

12 FCFA & L2XFCFA $6) FLFA 8 121

{ 295,000 - 34,234 339,250 £.893 202,950 100,800 84,300
2 44,250 44,250  0.797 35,247 100,000 79,700
3 44,250 43,253 0.712 31,5086 104,000 71,200
4 44,250 45,250 0.83n 28,143 109,000 583,600
5 44,250 44,250 0,547 25,090 100,900  9s,700
& 44,25¢ 44,250 0.507 22,433 100,000 50,700
H 13,256 44,256 0.452 26,0001 180,000 45,200
8 44,256 44,250 0,464 17,877 100,000 89,400
7 44,250 43,250 .34 15,374 100,000  3&,108
6 4,250 44,250  0.322 14,249 (00,000 32,200
TaTALS 513,492 385,100
flatic Discounted Benefit/lost = {40
dssunptions:
{al & cowplete sel of andusl tractiun equipsent would reguires

138,000 FOFA for & pair of anixais

45,000 FCFS for a plow {perhaps not needed in north, eliminated in alternative)

J8.000 FLFR for & cuitivatar

BEST AVAILABLE COPY

45,000 FUFA for a rarl

50,000 FCFR for a seeder and sistellanecus equipment {eliainated in alternativel

¢} {,5 KT of additianal production valued at 40 FUFRfkg
{c} 2 W1 of additional production valued at 34 FLFACRY

!
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Annes Table 4. Benefit-Cost Analysis of Dutput leproving Projert Activitjes
Base Case, Horthero and Southern Haute Vallee Region

Hypothesized  Hypothasizag No. of Base and Hypothesized Wa. of Base and  Mew Dutput
fear Lost of Proi. levelisouthern southernmarg. inc,  level:inorthers northernmarg. inc. Froa Yalue of
Improvements  farm outpui  fars hh faro cutput  farm cutput  farw b fars ostpet Project Output
in FCFA thgsdara W) Reg'l HI {kg/fara hhl Reg'} MT  Total NT Million FCFA
b 500,006,800 itad 18,800 31,283 1341 20,000 25,820
T 08,000,096 1557 18,800 3,69 1522 20,000 3,618 9,3i8 372,450,867
I bud, 000,08 e (R,800 3,6%0 W3 20,000 J,al8 5,306 373,850,887
4 BT, B0, BON 6T 18,800 5,498 1884 20,000 3.0l 9,3l 37,800,887
b] 75 18,300 9,499 2065 20,000 3,818 8,316 37%,8h0,587
b i@ 18,800 3,69 2245 20,000 3.8 9,346 378,660,087
7 3483 18,800 5,453 2426 20,000 68 9,318 372,250,487
q Fde 18,808 5,59 2807 30,6090 3,618 9,3s  37E,65,6a7
ki {87 18,800 3,438 2738 20,000 3,418 %, 31p 372,850,857
{0 1335 18,809 %,498 2848 20,000 S.ald §,316 377,650,667
10TAL i FCF&
24309, 000,00 : 3,353,055,000
fotal in & & 300 FOFASH
8,000,500 11,479,320
HRY {1d= 1,822,404, 508 HEV (D ipv L= 1,089 NEY(di= 1,9835,575,837
fiesuaptions:
tal Present DHY cutput thy grain/hh) will iscrease graduslly over tem years to egual present CHDT average
(k) Vafue of additional output 15 40 FCFA/kg,
(e Investaent hes 1aq of ane ear in effect on increamiug productivily and effects last for up to sin yesrs
after inmtbial sevestment,
Wi Iavestsent is "worthobiie oniil Nel Present Value of Investoent is greaber than Hel Fresent Value of Additioeal Gutpul.

BFST AVAILABLE COPY
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fonas lable 5. Backgt cund Dats on QHY
Ha, Estimated nuaber of pieces of animal tractios eguipment in use .......
farns Flaw  Hulti- Gonkey Seeder Harrow fart Ceap Oxen
lones/ Sectors tultivator hoe * sprayers
South  Kangaba 3,255 4,778 t,344 ] 437 T L 237 1,073
Bancatnana 3,543 1,580 1,188 0 386 1,05 I 8,908
Kati &5 1,541 1,197 ] 389 1,082 991 4,9
Duzl essebougou 5,991 1,742 1,318 0 427 {0 LT 265 9,884
faotal scuthern sectors 18,790 6,670 5,047 -1 H 2 4478 1,98 37,833
L AT 43
Horth  Koulikoro 2,383 3,973 3,006 1 n 1 2,487 120 23,534
fanamba 7,408 2,79 2,048 1 bbi ! LBl o 15,389
Total northern sectors 19,592 8,678 3,054 2 4 3 4,483 126 37,384
s 33
TGTAL 38,781 13,348 19,104 S i1 I 8,91 Ll TE,TH
Hew valua of equippent (FLF/piece)
SHECHA 40,185 52,755 9,24 43,783 185,004
GIL/CRePA 34,980 YT 19,538 41,380 180,000
GOHEA $, 243 72,170 58,700 19,143 180,000
4V blacksaiths 15,824 24,300 ' 189,099
Harket blacksaiths 17,500 32,509 180,000
Ets Cheikna Hallo 45,125 72,130 38,710 14,715 181,000
SOMELCY 43,825 704,035 G, 80 37,52% 160,000

Sources: Price pstiaates based on repurts from various coapanies
Tatal amount of equipmest veported in OWV surveys was distributed to sectors by weights of farms



