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INTRODUCTION

Following summary briefing in AID/W and an inteltview with the IBRD's
apricultural speclalist responsible for the Sedhiou project, the Con-
sultant arrived in Dakar on February 29, As part of his briefing by
AlD/Sencgal, the Consultant was glven a copy of the Mlsslon's tele-
gram 5508 of July 24, 1979 (Annex C) sefting forth the detailed terms
of reference of the consultancy. Despite a long search, this tele~
pram could not be located in Washington; hence, neither Ohio State
Unlversity nor the Consultant had an opportunity to study the terms
of reference prior to the latter's acceptance of the assignment for

a period NTE 30 days,

Clven the time frame, coupled with the Consultant's untamiliarity
with Senegal - and indeed with Africa - this report may fall some-
what short of rhe Mission's expectations as reflected in the above-
mentloned scope of work, in particular as regards detalled recommen-
datfons concerning paragraphs D and 1 of the telegram: the quanti~-
ty of additional credlt necds and the credit adminlstration gtructures
for the Casamance project, Hence, if the Mission feels that addi-~
tional recommendations of this nature are required prior to an ini-
tial disbursement of f[unds for the credlt activity( or that a stu-
dy in greater depth and breadth ol the national farm credit situa-
tion Is desired), 1€ is suggested that longer-term arrangements be
made for additional advisory services, especially in view of the
fact that the threce person/fyears of TA contemplated for this fileld
in the PP have reportedly been dropped from the TA plan,

The initial twelve days, February 29 to March 12, were dfyuLed to
study of the background documentation listed 1n Annex A —', consul-
ting the persons listed in Annex B and visiting the Project area
(March 6 to March 10), An intensive visit was made to the "enca-
dré" village of Fanghotte in the arrondissement de Nlaguis and to
a not yel "encadré" neighboring village, March 13 to 20 was devo-
ted to dralrting the report and filling information gaps,

Typing of the final manuscript in the AID Mission was begun on
March 18 and terminated on March 24, The full report was presen-
ted to the Mission on March 24, The summary and conclusions were
presented on March 21, and a meeting was held on March 24,

The Consultant wishes to acknowledge gratefully the friendly._and
courteous cooperation received from the AID Mission - especially

. Donald Brown, Daniel Lamendola &nd Tom Odell
Office - as well as from Senegalese officials in Dakar and in the
field,

1/ The numbers appearing underlined in parentheses in the text re-
fer to the numbering of the documentation in this appendix,
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The first part of the report deals with the overall issues of credit
and Interest rates In the context of the country's internal and ex-
ternal econowmy and tight current financial situation, While this
analysis muy provide the Mission and the GOS with some basis for
future decisions regarding credit and interest rate policies in ge-
neral, it 1s meant essentially to establish a framework for rela-
(lvely short~term declslon making at the modest level of the lower
Cagamauce project, The secound parl dlscussos the Congultant's fin-
dinpos concerning Instdtutional arranpemenes at the Project level .
and suggestions for credit prioricties and procedures in relation to
certain technical, economic and social considerations, The Consul-
tant wlshes Lo underlloe hils conviction that Project fmplementation
will bhenollt groatly from continuoun reference to the truly excel-
lent analyses (technlcal, economic and soclal) annexed to the Pro=-
jecdt Paper . (o cecommondu thatl a Prench tranglatlon of thopa an-
nexes be made available Lo Senvgalese project personnel wlithout de-
lay und made required reading for them at all levels, (Itnblso ho-
ped that these analyses are reflected in the appropriate volumes of
the Plan Directeur for the Casamance published subsequent to signa-
ture ol the Crant Agreement),

The Consultant repeatedly souplit to obtaln an interview with Mr, OQumar

Touré, Director of SOMIVAC, but it was apparently impossible for
M, Youré Lo LIt such an luterview Litto Lils schedule,
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SUMMAKY AND CONCLUSIONS

At the hopiondayg o Taio Senepal taced a coltleal economle gliuatlon,
characterized by a static ¢GbP, rapld Intlation of prices, moncy supply
and crodlt, and serlous balance ol paywents and government finance pro-

blems,

)

A successlon ol poor radntall years has been largely responsible for this
altaation,  Speellteally ) adverse weather conditions have sharply redu-
cod export carnings from peanuts . at the same time neconultating lave

, selt-sutticlency In which Ls not in sight,

Oune dramatic cesult of the disastrous crops has been an enormous ac-
cumulation of rural indebtedness on account of government production

potr bporls ol fuvodgralos

credit, The otifeial response Las been to declare substantial rollo-
wers ool the outstanding debts, to be repald cach time during the suc-
Coecding three yearn, [t is doubtiul that the country'u peasants will

v be able 1o repay the accumulated arrears, In February 1980, these
artears exceeded five billion CFA, to which must be added an equal
amount of ovutstanding loans from the 1979/1980 crop year, about half
ol which will also appear as arrears to be rolled over,

v i cammidattve avaplus Cineluding expurt taxes) to the govern-
Wi oo peanat wll o exports of over 55 billion CFA from 1973/1974

o g T several bitlion CFA are presently owed to the banking
v i te o cetwbocse T o the wocollected advances for farm produc-
e cply credit made to ONCAD,  One of the results is that the

o deie dvmporar [y elosea fts loan windows for all operations ex~
s thone declared to o be ol bipgh public priorlity, Total outstan-
dive sdvances o the apgricul tural production-purchasing-processing-~

CtodGreesexpor Cing chain n February amounted o about 60 billion

AL wosi iy o peanul aceount,

Aot ol a bescal wuslerity program, initiated in late 1978 and
Uit hony retined o collaboration with IMF and IBRD, all remaining
cabsvadies on o aprteul tural supplies except fertilizers were abolisg-
fedd o the Tas0/TORT crop yeuar However, fertilizers continue to

W heavi by ande didived, The total cost to the government ol the

vondy nuiesidies wan 2405 billion CFA tfrom 1973/1974 to 1977/1978 o

cdan s sapply and Uinane ial management, credit program and "coo--
ot o tves” dowelopment program 1y belng heavily ceriticized at this
Chie cnd complete reorpanisation and refocusing of these activi-
Cien wuad o structures appear Lo be Twpending,

~c-/or.
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The Interest rate structure 1s determined by thoe West African Moneta-~
ry Unton,  Maximum bank lending rates of 13 percent and a preferential.
BCRAO discount rate of 5,5 percent (and a normal rate of 8.0 percent)
can still be uwaintained because only about 10 percent of the Union's
present moncetary resources are from foreign credits, and these have
beun provided essentially by French banks at about 13 percent inte-
ves, U and when the tafon's velfance on external buorrowiing fncrea~
ses Cin part thanks to Senepgal's = in additlon to some other mem-
boers ™ owverdial L posttion), Lhe rate structure may have to be adjus-
ted, Loans made from preferentially discounted funds may be made

al maxdioan interent rates of 8,5 percent, but thoe COS has In offect

a cellduyg ot 6,5 percent on ONCAD's"cooperative" production loans,
(No [nlercsl ©s chaiped on the rollover debts), Some other agrlcul-
tural Toany are made at 7.5 percent, notably those in the widdle
Casauniance made under the LBRD-supported Sedhiou project,

On the orther hand, the Union establishes minimum interest rates
for time and savings deposits that range from 3,25 percent to 6,5
percent, depending on the balance and length of time, Senegalese
banks at prescent pay 10 percent or more for prime deposite, Time
deposliy have been rlsing taster than sight deposits In the last
few years, '

At the farm producer level, the interest rate is unknown and there-
fore not a variable that influences producer declsions, This 1s

so because agricultural supplies are provided in kind by, and debts
are almost paid in kind to, one and the same government agency,
Producers, however, are aware of, and respond to, changes in prices
ot topuls and outputs, The slogle exception 1s seed, which 1s
relmbursed in kind at 25 percent Interest,

Assuming all debts had indeed been collected, the difference bet~
ween what the Government would have collected in 1973/1974 to
1977/1978 lrom interest on farm supply credit at the maximum per-
missible WAMU rate of 8,5 percent and what it would have collec-
red at 6.5 percent (234 wlllion CFA or about USSone mlillion) 1g
dwarfced by the magnitudes ol the overall ifinancial revenues and
outlays 'such as supply subsidies and peanut export earningg,
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Agriculture s internal "terms of trade" are obviously worsening, While
the African urbon Lamily's cost ol living index rose lbb percent from
1970 to the end of 1979, prices of the principal farm products have
been raised from zero to 33 percent during the decade,

There seoms to be no reason not to proceed with the implementation of
the ALD donded special credii nrn“rum fn the tower Casamance develop-
menl project, ludecd, conditlons seem Lo be favorable, inasmuch as
woal Larm coedit dn the area lu already (5e reopponslbllity of (tho npo-
cial iwmplementing agency, PIDAC, which combines a new small-scale ap-
proach (o villape level orpanisation and joint credlit responsibility
wilh (utcunnliyve technleal asslatance, PiDAC ltay the wpproprlate struc-
Con e and Lo accamulated conetderable ox perlenco, prestipe and know=
Peedpre ol thie Tolt needs 1o be Hnanced through the speclal credlt pro-

R IR

The allocation of USS1,.25 million for the special credit program ap-
pedars reasonable ro test the nmarket, as it were, It represents an
average ol about §$5,000 for each of the villages presently inclu=~

ded (encadrés) in PIDAC's programs, The program responds to a felt
need - both ot Uhe village and development agency level because, even
thouwph simple tarm equipment s presently made availuble with medium
, there Is at present no eredft avaftlable for Moancing
the acquisition for community or multi-family use of motorized equip-
went and Fixed investments, The purposes for which the Project Paper
stipulates the use of the special credit program are considered per-
finent, except that is is suggested that housing materials and medi-

ines be dropped from the approved list,

Cotm croedid

It is vecompended that {nvestment applications from villages be scree-
ned cavetully lor cconomic ratlonale(in addlicfon to financial viabili-
ty) The investments should respond to one or more of the following
criteria:  higher labor productivity during the planting season where
Pabor availabilivy 1s a constraint at that time; freeing of low-produc-
tivity labor tor higher return activities throughout the year (e,g.,
o saond by o paddy rlee v, vegelable gardenlng and rlce tcrang-
iatting); more intensive land use where land availability is a cons-—
trafune (irripation, water management, crop diversification including
tree plantations); non-agricultural service creation, in conjunction
with training, especially in the maintenance and servicing of. the
cguipment to be provided by the program (blacksmithing; carpentry,
simple primary procegsing that increases added vqlue
pressing, palm kernel crushing),

1

mechanics )
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The principal institutional and financial recommendations for program
implementation are the following:

- Tuterest rate to be set at the preferential discount rate plus two
points (currently 7,5 percent), in accordance with the IBRD-funded
progeam in the neipghboring Sedhiou project,

Joan Levw nortmally Ldmited to flve years excepl lor tilxed linvestments,
bd .

~ No grantling of collective rollower privileges; refinancing to be con-
sidercd only exceptionally, on a case-by-case basis, and at full inte-

Lt L,

- Establishment ol a depreclation-saving fund for each investment, to
be Financed at the village level through collectlion of user fewsy In-
terest will be pald at the goilng rate for such time deposgits,

~ The credit program will be admlnlstered by PIDAC, which will be res-
pousible for loan approval, materials procurcment and collections,

A local bank will be financial agent and - 1f possible - will wailve
banking fees In return for malotenance of a minimum balance in PIDAC's

account,

~ All ol PIDAC's operating costs will be [lnunced from its government
budget allocation for operating expenses,

- Strict supervision will be excercised by PIDAC over maintenance
and repalr ol equipment supplied, and appropriate asslstance will be
provided, ‘

- Dupllcate and certlfied scets of loun account forms wlll be wmalntal-
ned by PIDAC and the borrower group.

A few collateral recommendations are made, designed to enhance the
ef fectiveness of the credlt program, principally:

Canlton on rlce=related fnvestments Lf rlice continues to be exclu-
sively a subsistence crop, '

- Consideraticn and study of "unconventional" alternatives for saline
lands, such as pisciculture and controlled mangrove harvesting,

Establishment of a tarm cquipment and machincery rescarch facility
in the area,

- Study ol marketing,processing and transportation problems in rela-
tion to the arca's potential as a fruit and vegetable supplier, with
special emphasis on coastal transportation between Ziguinchor and Dakar.
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DL THE SEREGALESE KCONOMY [N FARLY 1980,

A succession of years of "abnormally" low peanut and food production
owing to relatively low and/or unsatisfactorily spaced rainfall has
hroupht cconombc prowth to a halt, At the beglonlng of 1980, the
setiepgalese cconomy was characterized by sharp inflation, serious
batance of payments and public finance problems and accelerated mi-
pration of peasants from the country to the towns,

The annual rate ol cconomle growth for 1Y60-1974 1s estlnuted by one
source (1) at 0.7 percent; another souree (6) estimates the growth
of real CDP between 1970 and 1979 at 20 percent, i,e,, a compound
annual rate of only 2.3 percent, The latter rate is elther just
cqual 1o, or less than, the current rate of population growth, de-’
pending on the data source (4), (3),

The woust of 1jving index for an African family in Dakar rose 165
percent lrom the 19/0 average to the end ol 1979,

Urban minimum wages were ralsed sharply in Novewber 1974, by 111,5
percent over their 1970 level,

Since then, they have remained unchanged, Assuming that the trend
ol actual wapes pald reflects these offlclal minlmums, 1t appears
that real wopes for urban laborers with steady employment have de-
clined by nearly 40 percent from 1970 to the end of 1979, l/

Despite nominal controls, urban food prices have been rising subs-~
tantlally faster than those of other necessities: on a 1967 base,
the food price index for an African family stood at 306 in August
1979, as agalnst only 222,5 for clothing, for example, and a gene~'
ral index of 245, (7).

Urban tood aud other prices, even according to offlcial statistics,
have risen much more sharply than official farm gate prices for the
maln crops; peanubt prices have been raised by only 10 percent since

L1974

Selected Price Changes (Percent)

1979/1978 1979/1974
Farmpal e
Peanuts G.6 9.6
Cotton 10,2 14,9

l/ The official statistics probably understate the actual decline 1in
real wages, The price index is based in part on nominally, but not
really, controlled prices, while the minimum wage index applies by
law only to a privileged minority of workers in large, controllable
establishments,

-nu/o-o
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2/
Corn 0.0 0.0
Miller 0.0 33,0
Rice 0.0 0.0
CPI food a/ 11.7 85,2

af/1979 index refere to August; 1974 and 1978 indexes are yearly averages,

Souree! (S) and &Ll

Becaune there ta no cverall deflator, and perhups aleso for polltfcal
reasons, Lhere are no officfal GDP data at constant prices, At cur-
rent prices, agricultural = GDP increased 142 percent from 1970 to
1978 (latest year published), compared with only 91 percent for over-
all domestic output, Sloce lfarm prices have lagged conslderably be-
Liind other prices, the apricultural sector appears to have been a
preal deal more dynawle during those yeavs Lhan the rest ol the eco-
nomy, even In the face of adverse weather,

But agricultural GDP at current prices dropped 16 percent in 1978, and
in 1979 was still below the 1976/1977 average,

Between 1973 and 1977, the value of basic food ifwports at current prices
fTuctuated between 19 billfon and 32 billion CFA, equivalent to USS$76
million to $128 million, They represented between 20 percent and 32 per-~
cont ol total lwports lun those years, (1), In 1978, {mports of basle
foods ruse to the equlvalent of US$203 milllon; thls was 26 percent of

a record import value of USS$785 million, 2/ As the export value of pea-
nut 01l as well as of phosphates, and cake,$97 million dropped to record
loans for recent years In 1978, total export value declined to $405 mil-
lion,

The trade gap was mitigated in part because Senegal was able to export
$140 willion ot foudstuflfs other than peanut oll, Aside from §63 million
of fisheries products, these exports reportedly consisted mostly of fruit
and vegetables; the flgures — twice the 1976/1977 average - seem o
dewonstrate a substantial capacity for agricultural export diversifica~
tion in the lace of drought, Despite considerable forelgn excahnge re-
ceipts from "fovliagibles' such ws tourlism and caplral transfers, Sencgal
tinished the year with a net deficit of $71 million in its foreign pay~
ments, more than five times the average deficit during the previous two

vears,

1/ Including forestry, hunting and fishing,

2/ Impergs of consumer goods amounted to $145 million, or approximate-
ly the same as each of the remaining three import categories (raw mate-
rials, capital goods and "miscellaneous"), Since there is no evidence
that the rural population can or does purchase imported consumer goods,
it may be assumed that these imports were exclusively for the benefit
of rthe small number of upper income urban consumers, whose standard of
living 1s cnormously higher than that of the remaining 99 percent of
the population,

A



Tn 1979, commodity exports droppéd further, to an estimated $544 mil-
lion (peanur oil and cake exports were only $202 million), while im-
pot e deelined only $50 willion, to $/39 wmllllon,

flowever, recefpts from services = principally tourism - and transfers
on current account rose to $223 million, This, plus $41 million of
private foreipn lending and $108 mlllion in drawdowns of officlal ex-
ternal loans resulted barely in bringing the country's foreign pay-
menty tonto balance In 1979,

In early 1980, the natfon found Ltself with an accumulated overdraft
o about 200 wllllon Lo Lty external accounts wlth the I'rench central
banking system, an external debt of $576 million, and a debt service
ratlo begloning to exceed 20 percenl of export earnlngs,

Only the fact that the West African Monetary Union as a whole still
shows a pusltive Lonternational balance has saved Senegal Lrom beco-
wlong an dInternational floancial baskor canc,

This sltuation and its concomitants, including above all a too rapid-
ly expanding money supply {(see below), led to the adoption of a rela-
tively stringent financial austerity program beginning in late 1978,
Further measures were concerted with the IMF in 1979, leading, it is
hoped, to a substantial infusion of external monetary resources by
mid-1980 by the IMP, the [BRD and private banks, Austerity has al-
ready meant a reductlon ol new forelgn borrowlng, to only $§9 million
In 1979, and a money supply expansion ceiling for 1980 of no more
than 1.8 percent, 1,e,, only a small fraction of the probable rate of
Intlation. ‘

L1, CPE MONEY SUPPLY AND CREDIT,

On September 30, 1979, Senegal's money supply (ML, i.,e., excluding
time and savings deposits) stood at 134,7 billion CFA, equivalent

to US$662,1 million at the average 1979 exchange rate of 214, 1/

Miis was a 31 percent Ilncreasc over a year earliler; against a rilse

of only four percent from 1977 to 1978, and 17 percent and 29 per-~
cent, respectively during the two previous years, 2/ M2, the money
supply measure that includes tlme and savings deposits, stood at
171,01 billion CFA (nearly USSB800 wmillion); 1t had gone up only 22
percent form September 1978, but It rose Faster than ML in the pre-
vious years, In lact, M2 shows a cumulative increase of 116 percent
from 19745 to 1979, against only 95 percent for M1,

l/UﬁLLQS oLhufwjgé_fﬂdiéaf;d,<;11 conversions to US$ are made at this
EH!P.

2/Seprember is osaid to be a more sipnificant month for the puppose

ol measur Lug the money and bauking situatlon because 1t precedes the
sizeable scasonal credit expansion for the new peanut year; 1n fact,
Ml was 17 percent larger in December 1978 than in September. The peak
tends to occur in March, after which it drops through September,

R
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Total credit outstanding to the "

mous public and semi~public agencies) in September 1978, was 167.9 bil~-
lion CFA (US$785 million), a 35 percent increase over the same date in
1976, It jumped an additional 40 percent from 1978 to 1979, (Data for
September 1979 are the,latest available),

Central Government borrow1ng had been exceedingly modest through 1975
Tn September 1976, however, Government borrowing had risen to 9.8 bil-
Llion CLFA, 25 tlmes the credit ouslanding a year earlier, In Septeuwber
1979, Government borrowlng stood at 18,4 billion CFA, almost double the
1976 level, Of cthis, 14,5 billion had been borrowed from commercial
banks; the remaining 3,9 billion were discounted in the Central Bank,

Tha credlt expanalon naturally led to a sharp lncrease in bank deposits,

Demand deposlls rose 54 percent from September 1976 to September 1979,
Tl and pavings deposlto rose even laster; thoey nearly doublad ovaer
the three years, This latter phenomenon is sald to reflect a rise in
allowable interest rates conceded by the BCEAO in 1975, However, as
in most other countries, the bulk of the non-demand deposits - as

well as of their increase over time = belong to commercial firms and -
well-~to~do individuals, In June 1978, only 1,5 billion, or five per-
cent of the total, was 1n savings bank deposits, and these had increa~
sed only 64 percent since June 1975,

The bulk of outstanding bank credit continued 'to be in shortsferm
louns (78 percent in September 1978), Medium and long-term_._ credit
rose much faster than short-term loans (91 pcercent versus 24 percent)
from 1976 to 1978, but they rose at the same rate from March 1978 to
March, 1979,

Of the toral short-~term credit outstanding in Septcmber, 1978,46 per-
cent was owed by public or semi-public enterprises, The proportion
rogse Lo 59 percent Lo March 1979, reflectlng the peak crop secason
demand, Public enterprises participate to a lesser degree in medium
and long term credit (25 to 30 percent, depending on the season),
This is, of course for the most part a reflection of the enormous
requirements of credit by the complex of public agencies involved
with the financing of the planting, purchasing, processing and cx-
porting of peanuts and peanut oil, and to a somewhat smaller degree
in the filnancing of planting, purchasing and storage of grains,

]/ Lonbwterm credit repre‘ents only about four percent of.the total
of ‘medium and long-term,

coilon

private" sector (which includes autono-
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That the sum of all line items of short-term credit cutstanding rela-
red te these activities in the officlal list of 40 djfferent economic

activities (7, p.10, lines 9,11,12,18,29,31 and 38) — 1s approximate-
ly ¢qual to total credit outstanding to public and seml-public agen-
(l(q is probably nuL a _colncidence, 2/

1/ veoalso (}) p.

2/ EFxcept where specifically indicated, all data in the preceding sec-
tion were obtained or computed from (7), (8a), (14) and private bank

sources,

Cusrently, about 65 percent ol Lthe tutal credit supply L8 produced
by bank deposits (pace the reciprocal causation mentioned earlier);
the remaining 35 percent is prov1ded by rediscounts of the West
African Central Bank (BCEAO), - el ’ o
External credlits, while marginally crucial at this time, as indica-
ted earlier, currently supply only about 10 percent of this overall
Itquidliy, “The bulle ol the private external lending ls provided by
French banks,

.

IITI. FARM CREDIT, "SUBSIDIES", AND CURRENT INCOME TRANSFERS.

No Senegalese public agency specializes in the granting of farm produc-
tion credit, The agency that dispenses the bulk of such credit (ONCAD)
1s simultaneously responsible for purchasing and transporting farm
inputs(except motorized equipment), purchasing and storing peanuts

(and at times certain graions), and selling them to the processing plants,
This involves an extremely complex system of internal and external ac-
counting, including at least three other public agencies (FMDR, BNDS and
CPSP). The accounting system would present a formidable challenge cven
for a more highly developed bureaucracy, In Senegal, it 1s reportedly

so snarled that it has become virtually impossible to know at auny time
who owes what to whom, even though there are supposedly periodic mutual
compensatlion transactions, Hence, it would be completely futile to
attempt to calculate costs and returns in the farm productlon credit
portion ol the chain,

It must also be borne in mind that farm production credit per se repre-
sents a very small proportion of total credit outstanding af any one
time Lo what might be called the agri-business sector., On March 31,
1978, i.c., at the peak credit requirement point, total outstanding cre-
dit for "agricultural production" and "cooperatives and mutual'" amoun- -
ted to only about four biliion CFA, equivalent to 15 Percent of the
total "agriculture" credit including crop purchases, and only six per-
cent of all agri--business credit including processing and export of
agricultural products, (3, p.13 ),

|



This must not be interpreted as reflecting a'rationing" of credit to
small farmers, Discussions at various levels indicate that the sys-
tem responds to all reasonable demands from the fleld (as screened
by local officials), The true creditc supply limitations consist on-
ly of withholding of credit for reasons of willful delinquency and
of bottlenecks Iin the transportation and distribution of the physi-

cal Ifnputs, TIn other words, the current level of small farm produc-
tlon credlt In Senegal Iy cssentlally determlned by the Llmltatlon
of elicetive demand, rather thanol supply as in many Lat’ agr L-

can countries, Since Sencgalese peasants are unaware of the inte-
rest rates applied to inputs supplied, except seed (see 4 below) it
ts fmmaterial, from their point of view, what rate of interest the
Government agency bookkeepers apply to their production loans, wi-
thin certain liwits,

In the Tramework ol Senopal's overall rural development stratagy,
moreover, the production lcan interest rate occuples a very minor
niche, Even before 1974, when the Government consciously redirec~
ted the flow of public resources " _ to agriculture and the
rural areas, there were heavy subsidies, Siunce then, the flow of
public resources to agriculture, including the (mostly externally
{foanced) lnvestment programs, has luncreased further. At the same
time, however, the Covernment continues to rely heavily on the sur-

plus from peanut oil exports to finance these and cther expendltures.

No attempt will be made here to calculate the net flow of overall
resources into or out of rhe agricul tural sector with any greater
exactness than has already been attempted from the maze of data
and transactions [gsee 3), Such data as are presented below are
meant princlpallyaput the current financlal and some economlc im-
plications of the concessionary Interest rate into perspective,

Perhaps the most fmportant tool for providing production incentives
tor agriculture has been - and continues to be - the subsidy on the
prices of inputs furnished through public agencies in the form of
annual production loans, At first the prices of virtually all

farm implements ,drait animals and chemicals, in addition to ferti-

lizers, were subsidized in various degrees, As late as the 1979/1980

crop year, as many as ten diflerent articles of cqulpment were scilll
on the subsidy list; one half or more of the price was subsidized
tor many,1/

1/ Circular letter n°® Q06808 of November 28, 1978 from Minlster of
Rural Development to Regional Governors,

A
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Beginning in 1980/81, in accordance with the new fiscal austerity pro-
gram, only fertilizers and one herbicide remalned on the subsidy list,
A1l fervilizers - regardless of formula - are still being charged to
peacants at a flat 25 CFA per kg (except for 10-10-20 vegetable ferti-
lizer, which costs 40 CFA), equivalenl Lo USS$117 per MP, _1/ According
to estimates by the chief of ONCAD's supply services, the prices thatr
Lhe Governwenl will probably bave to pay for domestically produced fer-
(1l bees Do 19HO 1anpe belweon GO and /0 CFA/ky, and Lor Lmported Lertl-
lizer between 45 and 170 CFA/kg, depending on formula and origin, The
internal cont ol transportation, rangling,for oullying arcas such as Ca-~
samunce, Lrom about 3,000 CFA to about 5200 CFA per MT, Is also absor-
bed by the Covernment

1/ Clvculay letter n®0006 of December 27, 1979 (rom Minister of Rural

Huvuiupmvnl.

For the peasants, the sudden abolicion ol subsldles on the remalning
Ltems of equipment signifies price increases ranging from a minimum
of 61 percent for a peanut lifter, to a maximum of 145 percent for a
large-bed ox cart, And there were no significant adjustments of
farm prices in recent years (see 1 above),

According to AID mission estimates (}, Table 1), the cumulative finan-
clal cosl to the Government ol these supply subsidies during the five
crop years 1973/1974-1977/1978 was nearly 23,5 billion CFA (ca, US$100
willion), 1/

The same estimates indicate a cumulative loan "forgiveness" by the
Governwent of 5,2 billion CFA through the 1977/1978 crop year, 1In fact,
this represents the accumulated debt of the peasant sector outstanding
i that tiwe, Tn 1977, the Government, realizing that the total outstan-
ding debts were indeed uncollectable because of a succession of poor
crops, dotroduced a new pollcy for loan repayments in case of had crop
vears, Under this policy, uncollected loans are not forgiven,‘2/but
rather, in case of a bad crop, a certain proportion is rolled over for
repayment during the succeeding three crop years; no interést 1s due
on the rollover, which includes both short and medium-term debts,

The percentages of rollover are determined region-by-regionwand zone-
by-zone in accordance with the regional governors' estimates of crop
Loss below "normal", Agricultural officials are supposed to be - but
arce not” always - consulted in this exercise, They are often not aware
ot what has been decided until the official percentages are announced
trom bakar,

T7 stgnificantly, data Tor THEe T978/1979 crop year were not yet avai-
lable 1o March 1980,

2/ Tu effect, 43,5 percent of the 1977/1978 loans were forgiven,/
tor a total of 1,4 billion CFA. e

-



8/

The total debt of the agricultural cooperatives in 1978 was 3,163 mil-
lion CFA, Because of bad peanut crops in many areas, the current debt
was finally adjusted to 1,538 million CFA (a national average of 49 per-
cent), The rest was to be repaid during the next three years, and the
Government was Lo reimburse the BNDS and the private banks for the tem-
porary shortfall (which 1t has not yet done),

By 1980, the total accumulated debt, locluding loans outstanding from
the 1979/1980 crop year, stood at 10,102 wmillion CFA (US$47 millioun),
Of this, 5,384 million, or 53 perceunt, ls supposedly due this year,
including only 0.9 billion from last season's short-term loans, To-
Lal credit Lssued 1n 1979/1980, Including medlum-term loans for imple-
ments, was 2,296 million, As of February 25, only 5,8 percent of the
accumulated indebtedness had been collected, equivalent to a more imea-
ningful 18,3 percent of the total callable for this yoar,

Even before this new rollover system was instituted, debt collections
frﬁn peasants were very closely related to crop outcome, Comparison

of debt recovery percentages with the peanut crop outcome in each of
the crop years 1969/1970 to 1973/1974 (15, pp. 111, 112 and 114) shows
. a correlation coefficientc of ,92 for total production, and of ,95 for
average ylelds, The perceatages of recovery ranged from a minimum of
49 percent in 1970/1971 to a maximum of 96 percent in the following
year when output and average yleld were 70 percent and 60 percent higher,
regpectlvely,

As of the end of February 1980, the BNDS had loans outstanding to ONCAD
for a total of over 70 billion CFA (about US$330 million), composed as
follows (in million CFA):

Current crop peanut purchases 15,548
Equipment and supplies purchases 28,665
Outstunding Coop, prod, loans 10,102

These funds are advanced by six private and public banks, for which BNDS
acts as agent and contributes 58 percent of the resources,

All banks work with the same one-point margin and all are awaiting GOS
reimbursement of uncollected balances,

The Central PBank discounts the funds advanced to the BNDS and to the
other banks at the preferential rate of 5,5, percent, The BNDS charges
ONCAD a rate of 6,5 percent for all operations related to the peanut
crop, including production credit, purchasing and storage;-ONCAD pays
the BNDS a rate of 7.5 percent for funds used for purchasing other farm
products and farm Inpucts, . -

Losses on cooperative credit are legally guaranteed by the FMDR which 1is
also responsible for compensating ONCAD for the subsidies on inputs dis-
tributed, The CSPS administers the credit loss guarantees, As guarauntor
of the funds for peanut purchases, the CSPS is also the ultimate gover-—
nment agent that makes up net losses, or banks net galns, as the case
may be, lrom the year ' 's peanut operation,
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Since farm gate prices for peanuts have always been considerably below
their market price based on the export value of peanut oil, even after
the 10 percent 1979/1980 increase that followed five years without a
change, the CSPS has shown a consistent surplus year after year, the
size of which has varied mostly in accordance with the size of the crop.
In addition, the Government collects a large tax on peanut oll exports,

e Governmenl 'y ogross cumglat lve surplun frow |nl-‘)nul oll exports du-
ring the five crop years, 1973/1974 to 1977/1978~, Including taxes
collected and CSPS surplus, was 55,451 million CFA, TIf the cost of
input subsldies Ls deducted from thls, the Government's vnet cumula-~ |
(lve surplug appears to have been 31,9/9 wmillion CFA, equivalent Lo
about US§150 million,

(hata from 4),

1/ Data for 1978/1975 were not yet available in March 1980,

PRLL INTEREST RATKS,

Interest rates for both lending and deposits are set by the governors
of the BCRAO for all member countries and are closely monitored by

the Community's Central Bank, Most significantly, the BCEAO-sanctioned
Interest charges on loans are celling rates, whereas most of the rates
established for deposits are floors, particularly for deposits of more
than one year (see Table 1), Thus, while the banks are obliged to adhere
strictly to the maximum 13 percent nominal interest ceiling currently

in force (not counting fees, etc,, which are said to result in a maxi-
mum effective rate of perhaps 14 percent), they are free to let the
market set the interest paid on deposits anywhere above the highest
floor rate of 6,5 percent, As a result, banks are currently reported

to be payiung as much as 10 percent on the largest, and longest-term,

deposits,

Mulntenance ol thia rate structure s made possible by the ellective
two-way insulation ol the Senepalese money market from the direct
influence of the so-calles "world" money markets (e,g,, London and
New-York), Of the BCEAO resources placed with member banks in 1978
(227.4 billion CFA), only three percent was placed at "money market rates;
(Paris banks are said to charge 12.5 to 13 percent currently); the
rest was discounted at 5,4 percent and eight percent (about 50/ 50
cespectlively, The overall weighted cost of money to the Community s
banking system in 1978 was 4,86 percent; the welghted average rate
¢f interest on loans made by member banks was 10.27 percent, The
average yield of resources was 9,94 percent and the average rate

of profit (yleld minus cost) was a healthy 5.08 percent, (3a, p.19)
Clearly, thils structure can be malntalned only so long as the Commu-

Fi(y‘s central banking system remains essentially in ifnternal ba-
dande , .

N
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However, B0 Senepal and some othes pattoers continue to overdraw, this
balance will be threatened, Growiug recourse of the BCFAO to exter-
natl moncey markets - in particular outside of France - will undoubted-
Iy require a revision of the Community s rate structure, The alter-

naltve will be sharply curtailed liquidity and thus serious econmmic
and political problems,

Meanwiile, the preferential discount rate paid by public agencices for
cowmercial operations with agricultural products and inputs (557) is
i terial so long as it is meant to cover the financial cost of these
conential and non competitive operations, rather than to test their
veldalbve protbcablbity,  To princlple, such money [lows are meruly
intra-public scecetor tinanclal transters, Operational Inceffticiencices
bave oothilog 1o do wlth the Ioterenst satle and musl be corvoectaed by
other weans, These considerations apply to the vast majority of the
funds borrowed,by the public scctor for financing the annual pur-
hases,storage and sale of agricultural inputs and outputs, regard-
a5 ol whether they concern peanuts or graing, The same preferen-
tial discount rate is available to the private sector for these same
ac tivities, Whether or not the private sector decides to partici-
pale depends on aspects ol government policies that are unrelated to

the tinanecial interest rate,

Somewhat different considerations apply, at least in theory, to that
portion of public apency borrowing that is channceled into farm pro-
duct fon credi(, [ strict banking criteria were to be applied, the
tustitutions concerned should at least be able to cover the cost of
Pending Cinterest pald, operating costs and losses ) through the in-
terest they charge on loans,  But such c¢riteria are meant to be ap-
plicd ro an cusentially wonetized cconomy and to institutions where
costs and returns of farm credit operations can be readily identi-
fied, as they obviously cannot be in Senegal (see 3 abova),

[t the West Atrfcan Monetary Union, the interest rate for small

and medinm-sized enterprises In the agri-business sector is fixed
at a maximum ol 8,5 percent, (the preferential discount rate plus
three pereent), with a maximum loan limit.of 30 million CFA (Us$140,000) .
The GOS has established a rate to peasant "cooperatives" of 6,5
percent, in line with its overall subsidy strategy, for bookkeeping
purposes in the case of ONCAD's and the Development Corporation's
loans to linance the sale ot inputs of fertilizer, other chemicals,
tools and equipment and draft animals, In the case of seed, which
is repaid in kind, the interest rate is 25 percent, This is per-
haps iLronic, tor sced is the only case in which the peasants are
able to identify, and thus be aware of, the interest rate,

Y
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The Senegalese larm cconomy Is emphatically not a monetized economy.
Almost all peasants are equally poor with an average per capita GDP
of less than US$150 (2, p.2) and average cash returns per economical-
ly active person of less than US$50. Moreover, cash returns fluctua-
te enormously as a function of the rainfall patters,

For example:

Neb eostlwuted tarm returns In e "pood" year and a "bad" year,

Good Year (1970) Bad Year (1971)
bill, CFA 7 Billion CFA 7
In cash - 32,11 50,/ 17.84 48.5
In kind 31.28 49.3 18.92 51.5
Total: 63.39 100.0 36,76 . 100,0

Percent of
total house-
hold income 3357 21,7

Source: (15), p. 92.

In fact, credit 18 never issued in cash to peasant groups, and hard-
ly ever repaid in cash, The practically universal practice is to
furnish the inputs in kind and deduct the debt at the end of the
crop year from payment for crop delivery (typically in the case

of peanuts for o0il which are bought only by ONCAD) or accept pay-
ment In kind of grains., The only quawities the peasants are aware
of are prices and the physical measures of inputs and outputs (the
latter often at the mercy of less than scrupulous weighers), They
do not know what rate of interest is applied to their production
loans and most do not even understand the concepts of principal
and interest applied to money,

Senegalese peasants do seem to be quite responsive to price changes,
For example, Lo the Casamance region as a whole, a 63 percent increase
in the purchase price for peanuts (from 25,5 to 41,5 CFA per kglan~-
nounced for the 1974/1975 crop year resulted in a 24 percent in-
crease in peanut production between the three-year averages 1971~
1972-1973/1974 and 1974/1975-1976/1977 (15, pp. 112 and 113),

Under less weather-dependent conditions, one could thus postulate

a relative price elasticity of ,38 for the supply of peanuts in

the Casamance),

RFET =0

t=-



According Lo officials in the field, the peasants also tend to lower
their requests for inputs when prices are ralsed, such as for cexam-
ple in the current crop year which saw the removal of subsidies trom
all farm inputs except fertilizer,

TV, CONCLUSTON,

[t appears fairly ecvident that, barring a miracle, the peasants will
nol be able to ever pet oul of their growing indebtedness (see 3 a-
hove), A top-level decision on what to do about this situation 1s
under conglderation, Carvylog the debt on the books as overdue uc-
comta recalvabbe would Timit the banking system's liquidity (not
to spealk of the losses on lnterest account), Thus, a slzeable debt
caencellation will probably be called for, Assuming that, say, filve
billion CFA are forgiven, the central government s net surplus on
peanul since 1973/1974 will still have been a tidy 27 billion, wi-
thout dncluding the unknown surpluses Lor the last and present crop
yoears,

These figures clearly dwarf any paper losses that one might ascribe
to the highly concessionary interest rate applied to loans to coo-
peratives, Assuming that all loans made to cooperatives between
19773 and 1978 (11,696 million CFA - see 3, p. 12) were indeed col-
lectible, the two-point difference between the interest charged by
ONCAD (6.5 percent) and the maximum permissible under Monetary
Union rules (8,5%) would represent a relatively paltry 234 mil-

Fion CrA(ubout one million dollarsyover six years, or less than
S200,000 per year,

the Consultant, familiar with the yural Linancial situation in other
developing areas of the World (Latin America, Asia and Europe), was
struck by the assertions that there are no informal money lenders

in the Lower Casamance. Acute cash needs are reportedly met within
the extended family including its urbanized members; no interest is
charped and debts are repaid as and when possible,
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Y. THE ROLE OF A SPECIAL AGRICULTURAL CREDIT PROGRAM IN THE PROJECT AREA

1,  Present status of farm credit in the project area,

Untll the Lutefation of the SOMIVAC/PIDAC Programme spécial, farm pro-
duction credit in the lower Casamance was limited to the ONCAD -
administered farm supply system related exclusively to the peanut crop,
PIDAC began Its credlit program {n 1978/1979 as an adjunct to = and tool
{n = fts Lavmer organlzation/agricul tural extension eftort, This ef-~
forl appears deslgned prioclpally to (a) bulld up Lrue grass roots, in-
ter-dependent self-reliance and development participation among the pea-
sants, and (b) assist them in a more intensive use of their principal
resources: labor, land and water,

The key 1o the Ve objectlve tagthe Groupewent do Producteurs, an In-
formal anwooclation of peavantun unually conlined to vue or two villapews,
This 1s a somewhat radical departure from the ONCAD-sponsored '"coope-=
ratives” which tend to exist in name only for the purpose of receiving
farm supplies on credit and delivering thelr peanuts at the support
price,

ONCAD's supply credit and price subsidies have obviously been respon-
gible for a pood deal of technical progress. Country-wide, the ef-
fect on peasant technology seems to have been impressive, For example,
the following percentage increases in the number of key pieces of farm
equipment took place between 1970/1971 and 1975/1976 (15, p. 94):

Seeders 57
Cultivators 116
Peanut lifters 138
Plows 169
carts 97

The princlpat justillcation for a speclal PIDAC-managed credit program
for equipment fs the fact that ONCAD only supplies and finances sim-
ple tools and lmplements of the kind that are manufactured in Sene-
pal

Fxcept for the important differences concerning intensive technical
and organizational assistance; the much more manageable size of the
Groupement as contrasted with the'cooperatives", and the financing
ol crops other than peanuts, the procedure for PIDAC's current cre-
dlt program is wmuch the same as ONCAD 's - the encadreur collects
farwmer plans for all crops, adds up the request and compares- them
wlth the projections made previously in the central office on the
basls ot asgumed production and repayment capacitiles,

evol i
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[f they are approximately consistent with these projections, the conso-
lidated requests are forwarded to ONCAD for procurement; the credit is
provided to ONCAD by the BNDS in the amount requested, PIDAC's inten-
dant de zone determines repayment capacity of each groupement, and the
vulgarisateur follows the operations throughout the crop season, Re-
payment may be made In kind or cash, As for the ONCAD loans, repay-
ments 1o kind are credited at the officifal purchase price in effect
at the time of repayment, The products are turned over to ONCAD for
storage and handling. May and June are the most intensive months for
credir and supply placement, PIDAC complains about the frequency of
slow aud short dellverles ol fertlilizer, but ONCAD replies that the
tield offlces (Including ONCAD's) fall to realize the need for early
orders In order to glve the organisation an opportunity to place 1its
orders (especfally for fmports)in time and arrange for upcountry trans-—
portation, PIDAC also claims that it had to provide all local trans-
portation for supplies delivery last crop season,

The nature of the supplies flnanced with the existing PIDAC program
[s much the same as ONCAD's. The fFlonanclng of major plecas of equip-
ment, such as two~wheel tractors, threshers, shellers, rice mills,
etc, is awalting the release of AID funds,

PIDAC appears to have a satlsfactory institutional infrastructure
in place, and to have acquired the experience, to be able to admi-
nister effectively a modest "special" credit program such as that
contemplated by the AID project paper, TIts headquarters staff is
staffed by specialists in such activities as extension, coopera~
tive development, water management, credit and supply, Each of the
project area's Lwelve zones 8  headed by a"chef", with an "{ncteu-
dant" 1n charge of coops, supplies and loan collections, Thirty
"yulpgarlisateurs” (mlddle-level extension agents) have already been
tielded, and an additional 20 are in process of recruitment,

This represents an average of about five presently "encadrés! vil-
lages, and 165 producers per agent, With these agents earning

at present 37,000 CFA per month, that is probably all the agen-~

cy should field for the moment, In accordance with PIDAC's poli-
cy, the vulgarisateurs call for volunteer farmer cooperators in

the villages and attempt to work through them for maximum effec-
tiveneass and ctficiency,

In 1979/1980, PIDAC made¢ avallable credit-funded supplies for far-
ming other than peanuts (which remain the responsibility of ONCAD)
in the amount of 47 million CFA ($220,000). The number of indivi-
dual credit users 1s not known, If spread over all presently "en-
cadrés" farmers, the 1979/1980 loans average about 5 600 CFA

{about $26) per capita, a respectable figure considering that,

ati SOMIVAC's Plan Directeur polnts out, average cash carnlngs

per active person in the entire Casamance are only about 20,000 CFA,
and that this level of earnings - and the considerable uncertainty
from year to year -~ leads to strong risk aversion,

cedl o
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Loan recovery is the responsibility of PIDAC's vulgarisateurs, The
rate of repayment of the 1979/1980 outstanding loans in the PIDAC
program to date is little different from ONCAD's: at the end of
February 1980, it ranged from one percent to 21 percent in the dif-
ferent zones, compared to 5-27 percent fur ONCAD. ‘That ONCAD' re-
cord appeared to be slightly better is ascribed to the fact that
its clients must sell their peanuts to ONCAD, whercas PIDAC's cli-
ents are Lree to sell their produce anywhere - or to keep Lt at
home, 1In any case, the official rollover percentage for outstan-—
ding loans on account of crop losses is applied automatically to
PTDAC clients,

No dverall proportion has been calceulated yet for PIDAC, In the
cane ol ONCAD, data lurnlshed by PIDAC Indicate the followlng
sltuation on 2/29/80 (Lo Lhousand CFA):

Amounts loaned 1977-1979 25 872 _a/
Amounts collected through 2/29/80 1 836
Percentage of collections 7 percent

af tuctades wedfum term credlis,

These data also show that PLDAC's regular program dispensed nearly
twice as much credit in one year as was granted by ONCAD in the last
three years,

Advances of seed are also reimbursed, as usual, at a 25 percent rate
of interest, in kind, Collection of seed from run-of-the-mill pea-
sanl crops appears Lo be a Lechnologically dublous procedure if real
upprading ol sced materlal [s deslred, [n the longer run; 1t may
perhaps be more advantageous tor PIDAC to work with ISRA to contract
with selected producers for the multiplication of selected seed with
1SRA certification, Such seed could then be supplied as part of the
wverall credit package and charged at actual production cost plus
handling, to be reimbursed in cash or kind (as produce, not as seed)
as part of the client's overall repayment package, (Tt may well be
that the 25 percent interesl rate on seed is based on the assumed
ditference in quality between the seed furnished and that collec-
ted as reimbursement),

L/ The objectives of the special credit program, -
1t is important to bear in mind that, in the lower Casamance, neither
the ONCAD "cooperatives'" nor the PIDAC-sponsored groupements are joint
production and/or marketing societies, The land tenure system lets
cach family cultivate its own plot (regardless of whether it is loca-
ted in the lowland rice paddies or in the upland dry farming area,

or whether it is "owned", occupied or borrowed),



Cooperation usually takes the form of several families joining forces
to lmprove water management Ln the paddies, or perhaps (though this
wias not observed) to clear a new area of forest in the uplands,

The crtent to which the groupement can be stimulated to become jolnt
production societies will depend (aside from deep-rooted socio-cul-
tural factors that escape the cagual observer) on PIDAC' success

(0 promoting Tand consolidation ("Mremembrement”) in the rice paddies
and in the uplands, A special credit program can be an ilmportant
tool in such an cffort in view of the Lmportant reclprocal relation-
ship between land consolidation and the utilization of labor-exten-
ding equipment,., One of its fundamental economic objectives wauld be
the enhancement of labur avallable at the critical planting time,
Obvlously, the mlulvcule ploty ol paddy rice land avallable to vach

family are not technically suited for cultivation with anything but
hand touls; worcover, Lhe caah celuris, cven al substanllally hilghor

yields, would not be able to pay for individually owned equipment
and draft animals, The use of credit for the introduction of such
equipment must therefore be considered as a tool for promoting and
reinforcing a three-pronged approach that includes water management,
land consolidation and labor pooling, 1In the uplands, where the
land constraint tends to be less serlous, the Introduction of labor-
enhancing equipment could assist in both ralsing yields and expan-
ding the land resource base, Finally since the equipment will have
to be collectively owned, the joint responsibility for its use

and maintenance, and for the repayment of the credit, should be de-
slgned to promote greater inter-family cooperation and the kind of
true co-responsibility that has apparently not resulted from the sup-
posedly collective responsibllity for individually used annual in-
put credlt,

In addition to promoting larpger output and ylelds of grains, the
program's objective is to diversify farm production through the
introduction of alternative crops, particularly in the present-

ly and potentially irrigable areas, This is of special importance
in view ol the obvious reluctance of the farmers in the lower Casa-
mance to consider rice a cash crop, The alternatives appear to be
essentially fruit and vegetables, for which the area is said to have
a real aptitude, Both require relatively high capital investment
which wust be provided throupgh credit, Enterpriging individuale 1in

a number of villages, partly with the asslstance of the Talwanese
and Chinese technical missions,-'have demonstrated the feasibili-
ty of such investments, : -

l/The Chinese mission, which replaced the Talwanese in 1973, depar-
ted in 1978, Since it made no effort to involve Senegalese agencies
in its work and left virtually no record of its activities, PIDAC has
found 1t difficult to pilck up the pleces,

16/
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A third type of investment for which\funds are not at this time avai-
lable from other sources is for community or cooperative use of first-
slage processing equipment for farm products: peanut shellers, rice
threshers and mills, simple palm oll producing gear, palm kernel crush-
ers, Lo name the principal ones currently in demand, Greater introduc-
tion of such items could reinforce cooperative marketing, although at
first they may merely give villages or groups of families access to
such machines on a fee basis,

In short, two basic economic rationales support the type of invest-~

ment contemplated: a new - or enhanced - income source, and the freeing
of labor for more productive activities,

VI, IMPLEMENTATION OF THE SPECIAL AID-FUNDED CREDIT PROGRAM,

The dlrector ol PIDAC conslders early implementation of what will be cal-
led the "speceial" credlit program essential, The Initial objective will
be mostly fts use as a tool for encouraging greater farmer and village
particlpation In the overall PIDAC effort., However, not much thought
had been devoted to the ways and means for 1ts implementation because
Lthe funds had been "frozen" by AILD, A slmlilar siltusation prevalled in
the ATD wission, Thus, while a short-term consultant is perhaps in

a position as an "outsider" to suggest a broad conceptual framework,
many of the details wlll have to be filled in through discussions bet-
ween the local staffs of the two agencies., It should be borne in mind
that, insofar as equipment and supplies for the planting season are
concerned, discussions should begin without delay 1f initiation of the
program 1s desired this year; April ard May are the crucial decision
making months,

a, Size of the program,

Tn view of the eminently senslble deslire of PIDAC to utllize the specilal
program cxclusively ftor the (inancing of Ltems thalt are not presently
covered by either PIDAC or ONCAD, and that these ltems tend to be rela-
tively costly, it Ls believed that the allocation of the equivalent of
$1,25 million during the initial implementation phase of the project

is a reasonable sum, Disbursement of this amount would provide an ave-
rage equivalent of about US$5,000 per village currently "encadré'", 1t
would be well to allocate a generous amount for disbursement during the
first year in order to avoid discrediting the program inthe eyes of the
villagers if demands and PIDAC-approved projects were to exceed finan-
cial availabilities, Any funds undisbursed during the first year can
be rolled over the second year, and second-year new disbursement plans
can be s8justed (up or down) to take account of first-year experience,

On the other hand, restralnt should be exercised by both AID and PIDAC
in terms of promoting a predetermined rate of disbursement for its own
sake,

Y
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Pressure in this sense on the implementing agency and through it on its
field agents can tend to lead to ill-conceived "projects'" leading to
loan delinquency and ultimate discredit for the program and the agency,

It is assumed this initial allocation could be supplemented in future
years if the experiences are positive and 1f AID continues to give
{inancial support to the lower Casamance development program,

b, Objectives and purposes,

The main focus of the initial program may well be that expressed by the
dlrector of PIDAC, L.,e., Lts usc as a Lool to promote greater willingncss
to participate {n the broader aspects of its program, In this contexr,
it will be useful to bear in mind that credit is indeed but a tool,albeit
an lmportant once, for agsurluyg a level of working and lnvestment capl-
tal required to achieve a given level of productivity of land and labor,
Implementing officials should not be tempted to consider the special
credit as a vehicle for giveaways to attract clients, Fundamentally,

the speclal fund must be used for technically, economically and social-
ly feasible investments designed to create new income flows for the
borrowlng group, [nasmuch as the lnvestments wlll tend to be of a na-
ture and size that exceed the needs and repayment capacities of indi-
vidual producers or families, they should also constitute - as previous~
ly mentioned -~ a powerful tool for reinforcing true cooperation and
co-responsibility within the group concerned,

The consultant and PLDAC are In general agreement with the type of 1in-
vestments contemplated in the Project Paper, However, both doubt the
wis dom of introducing credit for building materials and medicines at
this time, Bullding materials do not seem to have a high priority in
the eyes of the villagers, Moreover, any indebtedness on account of
cconomically non-reproductive expenditures ab a time when the pea-
sants can hardly repay their annual crop credits would only add fuel
to the fire, The same can be said for medicines; in addition, there
now appears to be a special program for making medicines more readi-
ly available in rural areas that would make their inclusion in the
PIDAC credit redundant, It 1s suggested that if AID and SOMIVAC find
that there is a real felt need for help in Housing improvement and
medicines, these materials be provided through donations, rather than
ln the form or credit,

As regards economic goals, the investments to be financed should
be able to pass one or more of the following tests: =

i, They should allow the marketing or processing of previously
‘unutilized or underutilized products,

cond i

"‘]f?



19/

Palm 0il presses and kernel crushers are an example, especially if it
can be shown that the value of the palwm frult productlon loregone be-
cause of tapping of Lrees for palm wine 1s greater than the value of

the wine,

1. They should result in freeing family labor - male and/or femule -
during full employment season for productive activities the marginal
returns from which exceed the amortization, depreciation and operating
cost of the investment, "

Rice threshers and mills can be an example 1f there is a shortage of
female labor for rilce transplanting, bul they caunot be an end to them=-
selves unless and untll marketable surpluses of rlce arc produced,

Dratt animals or, better, two-wheel tractors, and their respective im-
plements, arc another example 1f and when there 1s a real labor cons-
traint at planting time owing £Q the simultaneous exigencies of the rice
paddies and the uplands plots, —

1ii, They should allow increasing labor returns by expanding the land
areda that can be cultlvated where labor, rather than land availability
is the absolute constraint,

Animals and tractors and their implements are again examples,

1/ The consultant would discourage the introduction of draft animals
in favor ot small ctractors for the following reasons:

(1) The Diolas have no tradition in the use of draft animals; since
animals work more slowly than tractors and since training in handling
animals tends to be more difficult than for small tractors, there
would seem to be little justification for preferring animals;

(2) It scems Lo be imposslble, or, at the very leasl, cxtremely diffi~
cult, to persuade Diolas to train and use their own cattle for working;
since this means that cash has to be paid for purchasing trained work
oXen from other ethnic groups (usually from outside the projet area),
ir is just as well to spend the cash for buying tractors,



iv. Where land availability is the fundamental constraint, they should
allow appropriate intensification of land use, provided that the margi-
nald returns can pay lor the Loveslment,

fxamples are irrigation and other water management works of all kinds,
accompanied by crop diversification for market production., In order
ro create useful employment during the dry season and reduce seasonal
migration where the opportunity cost of the migrant labor is very low,
a part-lfood, part-cash system of labor remuneration might be devised
to accompany a loan for essential materials or equipment rental, Other
examples are plantatlons ol frult bearing or forest treces with speclal
long-term credit provislons for the latter,

v. Where essentlal services are lacking, they should serve to create
non-agricultural employment opportunities the returns from which will
pay for the fnvestment, :

Simple equip mwnt for blacksmithing, carpentry, mechanical repasz, etc,
accompanled by approprlate training, fall into chis category. — -

¢, Instituctional and tlnatniclal arrangemcnts,

The types of investments to be financed through the special credit pro-
gram are not obtainable through ONCAD channels, The machines, equip-
ment, seeds and tree saplings or grafts must be specially ordered by
PIDAC directly from suppliers, Hence, there is no reason to involve
ONCAD in the operation except when borrowers make a payment in kind

of a commodity that is pruchased and stored by ONCAD,

i, It is proposed that the credit funds be deposited in a Ziguinchor
bank in a special account to be opened by PIDAC. Since PIDAC will
presumably continue the established practice of supplyilng the capi-
tal goods to the borrowers, rather than cash, the fund will serve
primarily for payment of the suppliers. Such payment, to the extent
that it is in accordance with local practice, should provide a small
advance with the order, the balance to be paid on delivery. Assu-
mingthat the goods are delivered to the borrower - or picked up by
him - as soon as received in the PIDAC warchouse, the initial date
for the loan debit would normally colncide with the .date of full pay-
ment to the supplier; this would tend to facilitate bookkeeping,
{In no case should a loan debit be entered prior to full supplier
payment),

N

1/ In one village visited, a simple rice thresher had been discarded,
allegedly because no one was able to replace the wooden box and trea-
dle and some of the wire teeth, Also, an expensive Taiwan-made rice
mill was not functioning for lack of a spare part for the engine that
concelvably could be reproduced in a semi-sophilsticated district work-
shop,

R
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il, Duplicate forms should exist for the loan transactions,

Oue dupllcate will be on Lile In the approprlate PIDAC otllce; the other
will Le kept by the borrower, The lorms will whow all deblls and credlts,
as well as the description of the goods in question, the respective items
to be initialed each time by the authorized representative of PIDAC and
of the borrower, (This is considered of substantial importance for the
crea’tion of mutual good faith and ol peasant awareness of thelr rights
and responsibilities), '

ifi, Requests and opportunities for investments will be screened and/or
identiffied 1n the first instance by the vulgarisateurs; the latter will
recelve appropriate puldance regardiog the criteria to be applied at Lhelr
level, All proposals will then be subjected to technical and socio-eco-
nomic appraisal by the chef de zone and the intendant. Appropriate but
simple guidelines and forms will be issued to them, Final approval -

or disapproval - will be issued by the joint SOMIVAC/PIDAC credit com-
mittee, which will be constituted in accordance with the decigions of
the respective director, At least vne qualified representative of the
program particlpants should take part in the deliberations at both the
zone and headquarters levels, Any further complication of the loan ap-
proval system should be avoided,

iv., In order to assure that the most appropriate cquipment or material
is provided in each case, PIDAC's purchasing manager should consult the
competent locally assigned technical assistance personnel as well as
objective experts in Dakar, Equipment should be ordered only from firms
that guarantee adequate service and parts; to the extent feasible and
legally permissible, there should be maximum standardization of simi-
lar pieces of equipmenL and machinery throughout the project area,

v. Basic maintenance and service should be the responsibility of the
borrower, and local talent should be used for thisg purpose to the ma-
ximum feasible extent, in accordance wlith point b, v above, PIDAC's
vulgarisateurs will exercise continuous vigilance to this end, They
will provide assistance and advice where needed, and report wilful
neplipence Lo higher authorlity. Where such negligence 1s not promp-
tly remedied, PIDAC will withdraw the item in question from the borro-
wer and will charge the depreciation to that date to his account, In
that case, Lhe borrower will owe only said depreclation, less whate-
ver share of the principal sum has been amortized,

- . . ~ N
vi, Loans for machinery and equipment should be made for a maximum

ol Five years, Since the equipment will presumably begin producing
revenue gt once, a grace period will not be necessary,

B R
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For fixed investments such as wells, small dams and other irrigation works,
and tree plantations, longer term loans might be contemplated on the basis
of financial analysls of the project, 1In the latter case, a grace period
will also be required until the trees begin prodpcing. For bananas, one
year will be sufficient, but other fruit trees, especially forest trees,
will require longer grace periods, Tt is suggested that there be no pay-
wents whatsoever during the grace period and that the interest accruing
during such perlod be added Lo the princlpal sum to be wmortized durlng

the puy=back perlod, Tha dlirect raeduction method of amortigation fu
suggesLed,

vil, The gugguested Luterest rate Ly the Coulral Bauk'sw profoereuntlal
discount rate plus rwo points, in line with the rate agreed with the
LBRD for the Sedhiou project,

Al the preoent Llme, thal talo la /,5% pertcenl, Lylug L Lu the Ceils

tral pank discount rate will allow adjustment of the actual rate.

at such time as the BCEAO agrees to & general change in the overall

rate structure (see ,III, above), Such possible future adjustment,

of course, should cover only new loans made after the effective date o f
the adjustment,

vill, Since PIDAC 1s not a bank, 1t 1s assumed that all costs of ad-
minfstering the credit portion of Lts program will be covered by its
operational budget. 1Inas much.as the AID contribution is in grant
form, there seems to be no reason for charging any interest to PIDAC,
PIDAC's credit fund will have thus a potential annual net Income equa~
ling 7.5 percent of 1ts accounts receivable. On a cash flow basis,
this income may be slightly smaller during certain years depending

on the amount of loans outstanding that provide for a grace period,

ix, “The Interest income will be designed to increase the nominal
value of the credit fund which, it 19 assumed, will be established
as a permanent revolving fund, In view of the prospective rate of
inflation, the interest rate will, in the foreseeable future, bare-
ly maintaln the fund's real value, Nevertheless, as shown in the
early part of this report, this is a normal situation in Senegal
and i1g offset, where required, by additional resources from bud-
get funds or from the Central Bank, It should not be of any con-
cern lor AID,

x¢ In addition, the interest income will protect the fund to some

degree against loan defaults, which it is hoped will be kept to ]

a minimum because cach application will be carefully screened-as
to its viability and the personal credit-worthiness of the borro-~
wer group, Moreover, the debts Incurred by borrowers under this
program will not be subject to such annual rollover concessions or
debt forgivenzgg as may continue to be decreed by the GOS for 1its
programne agricole or similar production loan programs,

L
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This should not imply that PIDAC may not consider the need for some
relliel on a cage-by-case basls, However, such conslderatfon will be
exceptional and, 11 relief is grancod, it will only be 1n the form

of reiinancing and at full interest, — [t will be of the utmost im-
portance that the peasant communities uanderstand this from the outset
in order to avold confusion and friction,

xt, A local bank wlll have to be PloAC s [loanclal agent,
[f ATD is able to advance sufficient funds to allow PIDAC to maintain
a certalo mlnimum balance In Its deposit, the bank may be willing to

walve any service fee,

x1i, The possibility of demandIng sccurity deposits of borrowers has
been discussed with PIDAC,  Such nowlval deposlts ave presently requl-
red of both the ONCAD cooperatives and rhe PIDAC groupements for nor-
wa 1 productlon credis,  ‘They are supposed to gather Lnterest but thelr
status has not been investigated by (he consultant, It is suggested
that such security deposits would be redundant in the case of the spe~
cial program in question in view of the other safeguards that are
proposed, They would represent a financial hardship for the borrowers
1f the amounts were financially significant in relation to the amounts
of the loans; 1f they were not, they would be meaningless symbols,

x{Ll1., A perhaps more uselul mechanlsm was also dlscussed, This would
consist of an annual deposit for depreciation of equipment to be made
by the borrower. Thils would in effect constitute concrete collateral,
More importantly, it would allow the borrower to replace or complete-
ly overhaul the equipment at the end of {ts useful life; alternatively,
It would constlitute a savings account lrom which new types of invest-
ments could be financed, perhaps fn conjunction with & new loan,

The depreciation deposit would be calculated by dividing the price of
the equipment by the standard number of years of uselul life estima-
ted for each item, plus the established interest rate to compensate
for price increases, Normally, the number of years of depreciation
deposit would be greater than the amortization period fo the loan,

In the case of non-equipment loans, a somewhat different method will
need to be devised, although the principle would be similar,

In addition to its specific purposes, the depreciation deposit would
serve to introduce the concept of saving into the peasant society in
a manner that will be generally understood, owing to its being tied
to the replacemnt cost of the original investment,

At

l/ Since the loans are collzctively guaranteed, there will be no need
for credit life insurance.
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xiv, It wlll be neccgusary to establish, at the village leval, au system

that will allow the "painless" accumulation of the cash required for che
depreclation deposit, (The anrual loan amortization would presumably be

due at harvest time, as in the case of other loans), This could be ac~

complished by charging each member of the community a user fee each time
he or she uses the item, The fee should be calculated to be sufficient

to cover operating and routin€ maintenance and repair costs that require
cash payments outside the village,

V1T

SOME COLLATERAL ASSUMPTIONS AND SUGGESTIONS FOR EFFECTIVE PROJECT
IMPLEMENTATION,

On the basis of the brief time the consultant spent in the country,
and partlcularly In the project arca, It would be presumptuous to
pretend to second-guess the project preparation and implementation
process, Moreover, the scope of work does not call for such an
evaluation, Nevertheless, inasmuch as the special credit program is
not designed to - nor can it - operate in a vacuum, the consultant
wished to make a few points that are not specifically related to
credit but will, in his opinion, impinge on its effectiveness and
viability,

a., Project management,

All concerned are aware that the project as a whole is way behind sche-
dule, This is not considered necessarily harmful, as it may merely
reflect the unreadiness of the implementing institutions to proceed
according to the original schedule, .which always tends to be optimis-
tic, Institution-building requires patience, The most important
consfideration 1s perhaps to avold ‘allowing certain aperational acti-
vities to proceed at a faster rate than the more fundamental aspects,
From this point of view, it is perhaps fortunate that it had not been
possible to implement the special credit program until PIDAC got 1t-
sell geared up lor the job,

From an operational point of view, one of the main problems ~ conmon
to AID projects and mostly beyond the.control of the misslons con-
cerned ~ 1s the lack of continuity in project management and monito-
ring, It is satisfying to know that a competent resident project
manager is being contracted on a long-term basis,

coid o
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From the point of view of technical impact of the credit program as
part ol the overall development ebfort., the following considerations are

of fered:
b. The limitations of rice,

Tangible increases in peasant incomes «nd marketable produce will not
be forthcoming from rice in the short run, The best that can be ex-
pectud 16 that the rural arcas will rewain self-sufficient, The in-
creasing salinity. problem, related partly to the unfavorable rainfall
pattern fn recent years, coupled with slow propress in water and goll
management works, would seem to militate against this, The implica-
tion for the credit program [s that, in principle (L.e,, barring
pleasant surprises) investments I[n the rice production chain should

he made [ the torm of grants, not as credit,  As was polnted out {n V and VI
above, credlt for rice tilling, threshilog and willing cquipment should
be granted only where it can be shown that such investment will result
in marginal returns to "liberated" labor in other activities that will
pay for the investment,

c Land use alternatives.

In additlon, regcarch and extenslon elforts should be dirvcted heavily
towards land use alternatives (including double cropping with or without
Levlgacion) Tor the swamp and flood rice arcas; upland rice growing
should probably be discouraged. One alternative for the chronically
sallne areas that does not scem Lo have been consldered but might

merit investigation is pisciculture, including shrimp. It should also

be borne in mind that the continued existence of a relatively undis-
turbed mangrove environment is essentlal for continued shrimp harves-
ting ofl the coast, in vliew of the mangroves' role in the breeding cycle,
Nevertheless, the mangrove Ltsclf can also be an lmportant permanent
source of income and fuel, Mungrove Ls a fast-growlng, self-repro-
ducing plant which, under rational, non-destructive management can

yleld a permanent output of charcoal, This activity can also absorb

a pood deal of Ldle dry-scason labor,

There is little or no reference to manioc in the documentation revie-
wed,  Yetr, It seems to be of a certain fmportance in the local diet

and is tound growing in small patches in most villages, Perhaps

there is too much emphasis on grain crops,

d, Farm machinery,

Much rescarch and development needs to go Into slmple mechanization.

It has been learned from reliable authority that the implements being
put on the market by the government-owned corporation, SISCOMA, is
often unsatistactory and of poor quality, PIDAC staff affirm that these
implements can be used, for example, with any brand of two-wheel trac-
tor providing a three-point hitch, but they seem to be unconcerned with
the appropriateness and quali ty of the implements, Moreover, it ap-
pears surprising that ISRA's rice research station has neither a pro-
pram nor staff for research in farm machinery and equipment,

Y
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Such a capability, unless it exists elsewhere in the Casamance, should
be created without delay and should, of course, be concerned with the
tillage, harvesting and primary processing of all crops,

¢, Marketing and transportation,

The lower Casamance 1s often mentioned as a great potential supplier
of fruit and vegetables, The agronomic potential is certainly evident
even to the casual visitor, especially insofar as certain fruilt trees
are able to exploit the fresh ground water table without the need for
investments in wells and water lifting devices and without the risk
of seriously lowering the water table, However, there seems to be
1Lttle awarcness of the marketing problmws once the small local de-
mand has been filled. There is certainly a great potential demand

In Dakar, not Lo speak ol cxports: bauanas, Lor cxample, are impor-
ted from GCuinée, and table oranges from Morocco,

But translation of this potential into effective demand requires

an efficient and low-cost transport system between the lower Casa-
mance and Dakar (if not with Europe). Such a transport system does
not exist, In view of the uncertain status of the construction of

a bridge across the Gambia river, it cannot be foreseen whether,

and when, an adequate road transport system will be provided, The
completion of the road network through Tambacounda is not consi-
dered to be a viable alternative, The growing coxt of motor fuel

must be considered, and the fact that Senegal's peanut oll exports
are beginning to be barely sufficient to cover the cost of petroleum
imports,

The consultant was not able to obtain data on the real cost of truck
transportation between Ziguinchor and Dakar, ONCAD' flat rate to and
from "outlylng areas" 1s not specific enough, It is said that the
average rate of ferrying a truck across the Gambia is 25 000 CFA,

which 'would mean 2 500 francs (about $12) per ton for a ten-ton load,
This,of course, does not include the cost of the truck's and driver's
idle time or the spoilage of produce while awaiting space on the ferry,

It is puzzling that this situation seems to be regarded like the
weather, i,e,, everybody talks about it but nobody does anything about
it. Not only was the consultant unable to find any studies of trans-
port costs; there do not appear to be any studies of the potential
and problems of coastal transportation between Ziguinchor and Dakar,
nor is serious consideration being given to this possibility.- Yet,
Ziguinchor has a 200 meter concrete dock which only needs loading

and unloading equipment, as well as virtually unused warehouses,

and it is visited occasionallyeven by small tankers,

vl
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A lew thousand tons of merchandise were still being unloaded at Ziguin-
chor as late as 1978, but hardly any goods were being shipped out by
sea, Lven ONCAD's fertilizer is brought in by truck,

The problem (aside perhaps from indifference) appears to be the excec-
dingly shallow draft at dockside as well as through the broad Casa-
manice estuary, especially at low tide, Maximum depth of the water 1y
said to ranpe between five and six meters. Dredging of the dockside
and protection Lrow stltlng would appesr to be relatively simple,

but dredplog a channel through the estuary would probably have Lo be
repeated every year, An alternative solution worth exploring could

be the use of shallow-draft barges that coult be towed along the coast
Ley HEBWY Lhy tugs, Lo be exchanged for gshallow-dralt tugs at the cn-

Liance Lo the estuary,

o commary, whille the Lacty may prove the above conslderationy Lo be
idle layman's speculation,jt is believed that a sizeable development
effort such as that being supported by AID for the lower Casamance
makes an investigation mandatory,

The neced for, and feasibility of, processiong pkants should also be
studled In thls context,

I, social organisation, credit and price policies,

The wpeclal credlit program will be the dircct responsibllity of PIDAC,
Yet, ONCAD or its successor agencies (a radical reorganisation is said
(o be impending) will continue to play an important role in supplying
routine inputs and marketing crops. It is submitted that theilr suc~
cess will depend largely on a complete redirection of the "cooperative"
orpanisation and "credit" approach -~ both of which, in social terms,
bave been qulite negatlve to date - and on a change In price policies,
which are still believed not to be conducive to promoting greater
domestic production despite improvements in recent years,

Now that subsidies on all inputs except fertilizer have been abolished
(and, who knows, fertilizer subsidies may soon follow), farm price

and marketing policies will hav to be completely rethought,

For example, the recent experience with ONCAD millet purchase pro-
gram indicates that it was effective only at the supply, not a the
demand, level, Having abolished consumer price subsidies on rice

some years apgo with reportedly positive effects in terms of reducing
demand, the COS might want to expériment with a combination ofhigh
farm support prices for millet and a subsidy on consumer prices, with
the difference made up from the government profits on peanut oil ex-

ports, :

R P



On the other hand, the support price for paddy rice is already higher,
in terms of milled rice, than the current landed price of imported
rice (an average of 45,2 CFA per kg vs, a farm price of 41,5 CFA per
kg of P§ dy), even considering the reportedly low quality fo the im-
ports, — ’ "

Raising the price of rice to the consumer above the present level ot
OO CFA mlight be polltleally dillleulty cervals wale up 28 percent
of the urban African f@n{] 's food budget and 15 percent of the over-
all market basket, andAémeincd price index had already gone up 80
percent from 1972 to 1975 following substantial farm price increases
and, elimination of consumer subsidies,

1/ Tt is supgested that policy makers make use of the date contained
tn table 1, p. 1Y of (L3),

28/
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(C) UNDERSTAND THE HaCKGROUND OF THEE SPECLAL CREDIT LLEMENT OF
' « .
T CAsAMANCE 2P “#J‘l’ THROUGH A STUDY OF ThHE PP, DLSCUSSLONS WLTH
ONCAD, SUMLVAC, PLIDAC, USALD, WORLD BANK AND OTHER CONCERNED.
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.:. LHE CANDLDATE SELECTED FOR THLS ASSLGNMENT SHOULD HAVE T
FULLOWLNG QUALLELCATLONS

(a) M.5. u( HIGHER LEVEL DEGREE IN AGRICULTURAL ECONOMICS,
AGRLCULTURAL CREDLT ADMINISTRATION OR RELATED FIELD.

() TEN OR MORE YEARS OF LEXPERLIENCE IN AGRICULTURAL CREDIT
FLANNING, ALD MANAGEMENT, LNCLUDING SUBSTANTIAL, AT LEAST HALF
OF ‘UHis EXPERLIENCE IN DEVELOPING COUNTRIES, PREFERABLY 1IN AFRICA.
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| CAPLTAL SUPPLLED BY EXTERNAL ALD AGENCLES.
(D) WORKING KNOWLEDGE OF FRENCM, PREFEKABLY, ABILITY 10 CONDUCL
INDEPENDENT DLISCUSSLONS LN FRENCA WLTH SENEGALESE OFFICIALS,
(L) A WELL RECOGNLZLED AUTHORLITY IN THLE CREDIT FIELD, IN ORDER TO
ENSUKE CKEDIBLLLITY AND KERKXXN REALLSM TO THE PROGKAM DEVELOPED

BY 1M,

MRN

.J. 1T 18 KSTIMATED THAT THIS WORK WILL BE COMPLEMENTED IN ONE MONTH

PLELOD. L APPER THE INITIAL KEVIEW, THE CREDIT SPECIALLST RLECOMMENDS

LONGLER DURALLON FOR TIL S7T0DY, MISSION WLLLING 10 CONSLDER EXTENSLON

OF TIME LIMLLY UP 1O THREE MONTHS,

4, PLEASE ADVISE THE NAMIES, BRIEF QUALIFICATIONS, DATE AND DURATION

QF AVALLABILITY OF THE SELECTED EXPERT, FOR CLEARANCE WITH GOS
BEFORE STARTING THIS CREDIT REVIEW, MISSION ANXTOUS TO START THIS
STUDY ASAY AND APPRECIATES PROMPT ACTION ON THIS REQUEST.
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