
AN UUTLlNI~ 01. IWHAL INVESTMI::N'l' Cl{(WIT
....

IN THE LOWEk CASAMANCE PROJECT, SENEGAL

1II,Il'l'!',fPUlid unci HL:l:OUIIIIL:l\ua t Ll>llt>.

Eric B. Shearer, Consultant
AIJ)/DSB-Ohlo Slatu UnivcrHity

CUlll rae l:.

Dukar, Murch 24, 1980

"



IN TRaDUCTION

Follow:illt; SUllUllllry briefing in AID/Wand an inte~view with the IBRD's
lli:f'1"ullunl1 hpl'ciuIIt;L re:;jJullsible for' tile Seuhiou project, the Con
IdlltUl1[ arrived ill Dakar 011 FebruiJry 29. An part of his briefing by
A11J/Sellvgll, the COll/:lULlaIIL WbS gl.vell a <.:upy of the Mission's tele
gram 'j'50R of July 24, 1979 (Annex C) serSing forth the detailed, terms
uf ref,~rence of the cunSulliJIlCY, Despite a long search, this tele
1'.'-dlO ('ould f10t be located in Washington; hence, neither Ohio State
Lh,lvel":jily nor lhe COl\sulLilllL hud till 0f-lpoL·tunlty to tltudy the terlllH
of rl't'('renCt~ prior to the latter I s acceptance of the assignment for
iJ pa luJ N'n: JU uuys.

Civell 1:11t: r1Ull' Lrallle, cuuplt::d with the CUll/;ultllllt's untumi1iarity
with Senegal - and ind ed with Africa - this report may fall some
wlwt short of the Mission's expectations as reflected in the above
\I1l~llll01led SCop..: u[ wl1rk, ill pLlrlLcuL.lI: LIS n.:gtlL"l.b ueLHlleJ recommell-
dUll.ull~; concerllillg purdgruphs D I:IllU I~ of the telegram: the quanti-
.!:..i: ur tlddiLII)llul credLl IIL:I;<I:, und til' cl"l·dLI·_udnl'inI.stratioll structureli
for the CuSaniUnce project. Hence, if the Mission feels that addi
tio~al rEco~nendations of this nature are required prior to an ini
Lllll ulsbllrSelllL:nl LJI" (unus fur the credit uctivily( or lllat a stu-
dy -jn I;re.'ltcr deplh i.lnu brelluth or the nat"l.ontll fann crl.~dit situa
ltUIl b dcslrL,d). it i.:; suggested that IUllg,er-term arrangements be
made for additional advisory services, especially in view of the
1<.I\.:l I.!ILlL lile Lllree lJo..:n;un/years uf l'A contemplated for this field
in the PP have rt~por redly been dropped from the TA plan.

'1'111' 111 i Li i.t 1 twd VI:. days, .VL~bruary 29 to March 12, \Jere dfYu Led to
stuuy of the background doc mentation listed in Annex A - , consul
till~ the pl.~rsunS listed in Alll1ex 11 and visiting the Project area
(~1Llrcl 6 LO March 10). An intensive visit was made to the "enca
drc" vi 11 1l1e of \o'ullgllulLe ill the £lrromlissemeot de NiaguiH and to
a 110L yt'l "encudd!" n..:ighborlng village. March 13 to 20 wClS devo
ll."u tu Jrl:tttillg the report ilnd filling information gaps,
Typing ot the final manuscript in the AID Mission was begun on
March 18 and termina ted on March 24. The full report was· presen
ted to the Mission on Jvlarch 2"4. The summary and conclusions were
pres~n ted 011 MiHch 21, and a meeting was held on March 24•.

The Consultant wishes to acknowledge gratefully the friendlY-...i:lnd
<.:ourteous cooperation received from the AID Mission .~ especially

, DOlliJld 13rown, Daniel Lamendola and Tom Odell
Office ~ as well as from Senegalese officials in Dakar and in the
fi~ld.

1/ The numbers Hppeuring underlined in parentheses in the text re
fer to the numbering of the documentation 1n this appendix.
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The first part of the report deals with the overall issues of credit
anu inlerL'st ra'"es in the context of the country's internal and ex
ternul eCulIumy and tight current financial situation. While this
allalyt;lS IIlL1y provide the.: Mio::don and the GOS with some basis for
future decisions regarding credit and interest rate policies in ge
Ileri.ll, it is meant essentially to establish a framework for rela-
I IVl'ly sh,lrl-l,'r111 d"cbdlll) milkIng lit thu mollelit levl~l of the lower
l:IJ~Jilllli.lIILe Pl'uJ el' l. '1'11\! :;"CUlld purl J1.tJCUIHllIH thw CUUllul tuut' I' fill"
111111',11 l'\)lIc"rllllll'. 1111I1"111111tlllill urrllngcmonMl at the Project level,
and sugges tiulls tor credi t priuri ties and procedurlO:l:i in rela tion to
cerraio technical, economic and social considerations. The Consul
LUlll ",dblle:J Lu L1l1ucrlLlle Ill:1 CLJlIvicL:1ull llluL: PrujcCL: 1I1lplclllUnC~li()1I

\~ill It,,",,!"l ( F,rllllrly frlllil l'11I11"{1H1l)\111 rofnrrncr. to rl1(, truly exct:l
lc.:llt HlIalyses (techllicttl, eCOllOlUic und social) annexed to LIHJ Pro-
j,,, I 1'411"". II .. 1111'11111111"1111" 111111 1,1 l'I'p\1< II I rlllllll61l"[1l11 \)f tlll'IUI Iilll-

IICXCti be lIliHlt: aVtiiltlble lu St:llL:l!>C!lL!sC pruject pcrsullilel Wl!JlOut de.

lay ilnd l1lade requirecl reading for them at all levels. (It also ho
pt:d t11i1 t these ulll.lly~es are renee tcd in the appropria te volumel:i of
tile PhI) Dircc teur for the Casamance published subsequen t to signa-
tur:L' uf tilL: CnHlt Agrl!L:l1Icllt).

Till:! CUllsullullL repctltcJly tiuugllt tu ubluill un interview wilh Mr. OUIIlar
Tuure. Director of SOMIVAC, but it was apparently impossible for
Nr. Tuure Lu lit. l:luclI cHi iuLl·rvJ.uw lUlu h1.1:J I:JdwJulc.
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:~UMtvIAI{Y AND CONCLUSIONS

i\/ III,' !1")',lllllllIr, "I 1'lIil' ';"11''1','11 Idlt,l! fl 4 Illlcnl Ul'UlllJllIL(' !JllUlilluLI,
c,!lIII·:l,·r,·lb.,·d by il ~1.)t·ll· (;1)1', fllp'lJ 'II1I'''II11ll1 ,>f pric'I'II, 1II01l'!y fillpply

lI"d ," ,'u J I, l-1'ld '."1 j uu:! IJCIllullt.:l" ,)1' pUylllcll L~ ~nu goverlllllent finance pro
Ll elll~.

/'.. III" /'11:-.11"11 Ill' pl'ur rlillilllLJ y".101 hilS b'I'11 !uq'.ely n~lipO[ltdble for ['hifl

" I I IIi' I 1.111 :'\,1'1'11 1,',,11 Y. i1dVl'l 111' \~el.l Lllel ClJIIJl Llo11fJ have ~harply redu-
(·I·d ('xl",rl ,·/ll'Idn}'.'; 1'1")111 JlI'IIIIIIII1, ai' 1111' 1111111" 111I11l """""ldlulllIl!. l~r"

F'" (;"1'''1 1 :, IJI IlJuuf1,'",II':;. ::l..,U-."utJ'lclelll.:y III which L~ nul. ill sight.
II"" dldlllUl Ie Il;~lIll ,,!, Iii' di~al;Lrllu:; crUll:' lias been <.In 0nOrmOUfJ ac
'·III1IlII,11 illil ul' rll!';ll illdebl 'dlll':;I; UII UL' 'UUIII: ul' guvernml'llt prlluuction

• I,·dll Till" ", i [,,1 .. 1 l'I':'jllIIISI' 1:1:; bL!l'll LLl dl'l·lill·C Suu!;l.untial rollo
"1'1 ,; ,; I L111- 111111; Lolllt! lllg Jd)L~, lu be repalJ each time Juring the sue-
( ." i I I , ('. I I" I 0; • Y t '. I' " , f I i ~; d. II " 'I I IJ1 I 1111 L Ill" ' ,) IIll try I n p e II !:i 1111 L l'l W 111
.... I :", d:Jl,~ II) ("jltiy llll' aCCUIIIL,ldted 11l"Cear!:i. In February 1980, these
!'Cr'-h,~ e~;Cl'l:JeJ five billion Cl'A, to which must be added an equal

,:lI\II)lIl1l "luduiLilnJing 10'111:1 frolll Lhe 1979/1980 crop ye.ar, about half
,Ii \~:li.,'I! will <J1su Hl.lpl·ar as arrears to be rolled over.

jJ. ""I •• I ""i,iI.II lv" ,,,,,\dlll. (1IlI'I,IIJI.I'l~ expurl: Luxes) l:o the t;0vern
'UJ:',. I,'dlll I'd.lliut ull I'xporrS of over ')5 bilU,on CFA from 1973/1974
", i'I/,/li e)7l; sev.~rnl IJi'lliul1 CFA are presently owed to the hanking

\' '··1 I.d l"I'f.mblllSL· 'j 1 Il'1 the ullL'ollected advances for farm produc-
I '... .,IP!': y ,'r,~d it Illude I u ONeAl). Olle a f the resul ts is tha t the
',.. 1. ),,;, '<I"I"lc'dr['ly "\u:;,'d itl' (OJlI1 ",1I\dow~; fllr ull operations ex-

'. i ' Ii"",', J,-,:IIHed t" ll<; uJ 1,1).:11 pul)lic IH'iorlly. Totaloutstan-
djl." t.dllhIlCl;:S LO thl! agricultural prodllction-purchasing~processing

',1,'1,1:'1'''1')(\''" 1/11,"'; 1'!I;Jill III I,"hrullry llllluuntl~d tll about 00 bi.llion
l'I' , \IIUS r i y ...'" ",-'1111111 i,(,CuUIl .

!" !c'l'l ul II 11.~_cuJ i.lu~Le"i.Ly prugram, initiated in late 1978 and
, cil ~ ill ll'!~ l'l.:(jll",d ill c011abur1:ltion with IMF and IBRD, all remaining
c.lII,';I'lil·S Ilil cl~~ricull'uri:ll supplies exc"pt fertilizers were abolilJ
1",,[ 1"1 (I", I'Jr;(I!ltJH! 1'1'0l-' yc'ut', Hl.lwtwer, fertilizers continue ro

1... ,vily',,,i,,,idIZltU, The l'ILll 'U:.lt to the guvernment of the

':1 :01.,. ',l1l",idl.':-, Wil,; :n,'j !lILlieHI CFA frum 1973/1974 to 1977/1978.__

1,\1': I,':: ',lIl'lll)' dlld l'ln'llle'jill lll,Jrltlg(~m'nt, credit progalill Ciod "coo .•
i)' I ,'IVI'::" d,,J.,lupUIl'lll jllll).;11:l1l1 i~ lll~il\g heavily critici:led at this

I,"" "I,d C0111!,II'I" r"ur',:(Jl1i~;i11-ion ant.! refOCUSing of these activi~

I! .':, "I,d s I, lJ' I.L'les ,JI'P,'ul II) be 111lpellcJing.
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The'llllt'I'I';,( l'tlLl' :;lrucLure it; dc.tl'rllljlll~d by thll West Africun Monetll
I'V Uillull. ~1~IXil\ll\l1l t>u Il I, lenJllll', rHLcs of J:l percellt: llnd a preferential,
1)C:t':AO discount rale of 5.1 percent (and a normal rate of 8.0 percent)
cun still be lJudntained because only about 10 percent of the Union's
pr '1;('lll !\lOllct:ury [l~:;ourcles ilrl; fr.om foreigll creditfi, and these have
uelelt flroviJed essclltially by French banks at about 13 pf'rcent inte
1'-;'1, II ;111.1 WIII'II 111f' 111111111'11 l'l'llfllll'(l 1111 ('J(Li'IIIII] IIIJL'IUW.lll,!!. 111cres'"
Sf':; (Ill pill'r rhllnks to SCIIC'WI1'/; - 1.n ndditlnn 1'0 /iome other mem
IJL;!:,,'''Uvl·lllI.aIL llUblliutl), LIlt rate bcruclu'f-t lIlay llClve to be uujus
ted, Loans made from preferentially discounted fuuds may be made
III tlldl("/lIl1ll11 illll'fil/il rllll'll or fl.'i p"r(,olll, 1)111 tIll' co:, hUll In uffut:(;

u CC11111g ut 6.S pccccnt 011 ONI~AD'H"CI)Opertltive" pruduction loans.

U~IJ (1Ilpl.euL ill Llldl.geJ 1111 the l.ullovcr JeuU;). Some other agrlcul
I II fill It J a 'I II /I" (, lIIil" 1• lJ I' 7. ') p p r (' f' n 1-, 11 () I'rll ,1 y rho H f' i 11 the nd. dd 1 Ii!

CUb'lllldllCC IIldJt.: under tli~ L[}l\U-:;ul)port~o Sedlliou projl:!ct.

On the other band, tbe Union e~;tablishes minimum interest rates
fur time and savings deposits that range from 3,25 percent to 6,5
jlcCcL:nL, ol;pcllollIg un tile uCllance tln<.l length of time. Senegalese
IJIll II", lj I Pr!!li' 'II I I'll Y 'I 0 I'" 1"'(' ('11 I lll" 11111 r.. r () f Pr 1. 111101 d (-l(hlli 1 L: tl • Ti Ill!)

JI~pUIIJ.llJ Iwvc b'CII rLtil\11;. II.JHll:r t:hun Hight deposits in the l£l.8t

few yedr$.

At the farm producer level, the interest rate is unknown and there
tore llot d vlJriuble that influellces producer decisions. This is
511 becfluse a~ricl\lLural supplies are provided in kind by, and debts
afl' allllol:lt puid in kind to, one and thl.,: sUllie government agency,
J'r,)(]ucerti, Ill)wevcr I are aW/jn~ 0 f I and respond to I changes in prices
,)1 '-Ilpul S dllt! OUlputs. Tile I:llllgle exccptioll 16 l;lceu, which it;
t-",!lIIburtileu in kind Elt 2') purcelll inLcrest.

Assuming all d~bts had indeed been collected,. the difference bet
ween ~hat the Government would have collected in 1973/1974 to
1977! 1978 I-rom in l~rel) t on farm supply eredi tat the maximum per
~istiLble WAMU rate at H. percent and what it would have collec
",d ul 6.'1 pt'l~(;l:flt (Z'lL. lIlLlllLl11 C!"A IIr about. l/S~onu mIllion) is
JW,jI'JleJ lJy L1'I,' lIli.q,;lliluOL:1l uf lilt.: ovecElll iillElnci.£l1 revenues and
outlays :such as supply tiubsidies and peanut export earning~ •
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Agri("1I111lr,' s ill!','rllii'i "("f·nll" df trade" arc: obviou:11y worsening, \.Jhile
the AirlCd!1 urlJ.Jli J.iJl1lily':-.; Cllst 01 liviug index ruse lbS percent from
1970 tv Lhl' t!lld uf 197'7, pd, 'L':'; of the principal farm products have
been ralsf'd frolll zero to ~13 percent during the decade,

'I'1It'r,· :,l:,III., t" Ill: 1\1) j{'U:iVII IIIIL l.o procl;ed with tile i.lIlplell1L:ntatioll of

I h,' 1\ III 1111,,11,11 :, I"" i:, I 'I \'.\ i I 1;1l1i',I"illll ill 1111' IllWI'1 (;11 ~ikllllilll'U d l)VI: Illp-
menL pr[)jl·cl. luJ~~~d. CUlllJil'lons seell\ tu be favorable, iuasmuch as
IU"':" I,,,,,, ,,,,.III III llil .11"/1 III Ull'l'II..1y Iii.· "1I1il"IlIlJlldIILy "I' LIt.1 "11"
cia] illlplc.;lIellttlq~ tlG':llcy, PIUAC, which combines a new small-scale ap
p,'".."h 1<1 \-ll1;j)~I' l"vI") nr)',;11 i.::atioll lind iOlJlt crell'lt rl'sponHibility
willi 1,,111".1"/1' 1,·,'11111"/11 ll:i'jJ:iLIIIIV', 1'llJA<: hUH Lilt: ulJprutJJ'iutc titru<.:-

I II 1 " III I I II . I I. '" I' I 111111 I I I ".\ " III II I .I, 'I II I! I I' I' l\ I' I' I I I' II(' l\ I pi I' II I I 1', I' U 11 d kill) VI -

I,·el) ..• · "I II,,· J, II IIl'o,d" III h" I fIHIIIf'I·d I hrillll'.h rhe flp€'l:-lal ered:f t pro-

The <.111u,:<1 (LOll of US$1.25 million for the special credi t program ap-
pl~itr~ rl"iL..;uni.Jult· to lest the ;\Iurket, as it were, It represents an
dv,·rd).~I: .II "bollt $'l,OOO lor t:uch of the villages presently inclu
,h'd (="C:"lfl'S) ill I'IDAC's progralUs, The program responds to a felt
'1<·,·,,1 1,"II'!l L I Ill' ,/1 'I1.q:,I: III III Jevcl Ul'lIIl'lll u~.ell<':Y ll:v"l LJt:l:UllH~, l:VVII

lil"".I~I! sililide IIII'm equL.f-ll1lelll Is preselll.ly 1Ililde avai.luble \"ith medium
1.'1111 l'II"lil I 1111'\'1' IIi dl Pl'l'lol'll( Ill! Cl't,tlll i1vllllabl(' for flllLlilcing

til"': l..:qLJi.~iiLL.lli l!Jr cOlllmunity or multi-family use of motorized equip
1111',,1 EJ'lIi Jixcd illvest\llL:ntl;. The purpo"es for which the Project Paper
:, t i IJui it tes ! ilL. uc;e of the special credi t program are considered per ..·
l ill"111 l'xcq)l thut is is suggested that housing materials and medi-

i Ill'~; 1Jl' Inl]>lleJ frum the approved list,

II i:i ,'I""""11l1'II<1"t1 I-hal ilivestllll'nt iJpplication~ from villages be s<.:r~l:·

111"11 .,."I·lully JL,r CCU"Ull1i<.: r<.JLiollaie(ill uJJitlull CU lil\al1cial viabili-
ty!, "'liL: jllvL'SLmt2nts should respond to one or more of the following
I! lLct'li': :,ighet' labur pruductivity during' the planting season whEre
! ,I"" .',:dil;!hiliry Iii Il l·,lllsITilint at thilt tillie' freeing of low-pro.!uc
Il'd [, lahUl luI' highet" retUl'lI activities throughout the year (e,g,)
1,,,,1.',,,",,11"1'. "I I, .. tldy 11.·,· V:" vI'g"lul" ' !.\llcdcIIL,ltl. /Jild rL<.:o trllllli-
:);,•• ·,.1"1'); llIlirl; illLlc:n::;ive land use where land availability is a co s-,

::"'!lIl (i1rli';ltiLlll, will"r lIli.llliJgeml'nt, crop diversification includlng
Ir,'L' iJ!olll[dl i,llll~;); IILlIl-aE;ri.<.:ultuI'al service creation,'in conjunction
!.~.itli [{i.ljl1jl\i~, (~sp~:cjal1y in L11e maintenance and servicing of. the
"q,dpll'l'lll [I) he provided by the program (blacksmithing; carpentry,
['H',·I'i1"j,··.J; '.;lI1p1" pri,TIlury pl"c)("'c}:ising that increases added value
<:!,,11111 Iii! :",',::,:,.i.lIi'.. pdlill kel.lll~] <':I'Llshillt;>. ....

, .. / ...
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The principal institutional and financial reconunendations for program
implellwlltatiun are the following:

- lllLerest rate to be set at the preferential discount rate plus two
pu in ts (cur rell tl y 7.5 percell t), in accordance wi th the IBRD-funded
pr'ugLu,1I1 ill tile neil;;hlJoring SedllLuLI pruject.

LII;]11 LL'I'lli I1UI'1111111y 1.11111L.eJ Lv livu yeClrs eXL:t:pL Lor tixuJ lnvestmeols .
...

- N~ grullting of collective rollower privileges; refinancing to be con
sid0r'd only pxceprionully, on 0 case-by-casc basis, and at full inte
Ie:, l.,

-. !.::sLubJ.lsilllIUI1L u1 a Jep["L~claL.1lJiI-SLlving fund for each investment, to
I,,; rililillc;ed III Lilt: vllI,:q~u lL'v," Lhn)ugll culJ.cctlon of lltler [eus; ill
cresL wlll be puiL! ut the going rate for such time deposits.

- Till; c' rt'lI-J L prLlgrufiI wi.ll be udlllinh te::rL:d by PIDAC I which will be res
pUlIsll>JL: Iur lU1:I11 uppruvul, materiuls prllcLirelll~nt and collections.
A lucul bUllk will be financial 'lg~nl uno - if possible - will waive
11IJllkilig fl: 'H 111 l'~lllril fur IIIi.lillll'llUtlCC uf £I lIlilllmum bulance in PIDAC's
L1CCUUII t.

- All wf J:lrI)AC'~i \)\ll,rll illl-\ 'll~iL will Ill: fllllllH;ml fn)1Il its government
budgw t ullul'U LiOIl for operu ting l'XpelltiCs.

- Strict supervision will be excercised by PIDAC over maintenance
tllld repuir liE eqlliplllcllL. supplied, lind appropriule assititance will be

p rl)V id f·e!.

- Illlll] !("iJI", /lllJ cl.:rLlf1wJ ~J",LI1 uf IOUll £IccOUlIL [llnll:i wlll bo lIlu:l.ntui
ned by PIDAL: i:lI\d the borrower group.

A few collateral recommendations are made, designed to enhance the
i'j r"L,tlvl'l\t::i~ of th,· cr 'dtr proj!,r.IOl, pr11ll'tplilly:

- 1:;111(11)11 UII !'It.L'-rclul uti lllVCtltlllClllu Lf I'lcu CUllt!IlUCH Cu be (:xelll
ulvely H subtiititence crop.

- COIIsideraL1cll and study of "unconventional" alternatives for s,liline
lands. suc:h /:is pisciculture and cllntrolled mangrove harvestillg.

1':~;[aLJJ iul!HlcllL of £1 tann equipmenL and I1l8chinl.:ry research facili'ry
in thc drca.

_. Study 01 lIIiJrkd.ll\g,prLlc~ssillg and transportation problems 10 rela
LLUII to LhL' iJrl',H'~ POLl.:lltial as ,::I fruit and vegetable supplier, with
special emphasis on coastal transportation between Ziguinchor and Dakar.
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A SiJcc,"~,SiUII lJf years of " a l..ll1orma.l1yll low pt::anut and food production
O\-/ili,;; to relaLlvely low and/or unsaU.sfactorily spaced rainfall has
III ulq~lll l'L'Ulldlul.C gruwLll Lu u hall. AL L\;~ beglllillng or 19t1O, the
:-;"11 ·gal eSl' ecunumy wns characterized by sharp inflation, serious
balance of payOlell ts and public finance problems and accelerated mi
l',ull fOil Ill' rH'oI~.. l\)ts frlllll thp COUtlrry ro rhe towns.

Till' ,lllllll;11 IJIl' uJ l:(lllll"UI..' gruwLIt for LlJliO-lLJ711 1:; cuLl111Ulcu by one
sOLIn'!.: (-\) at 0.7 percentj anothC'r SOl1n!e (ii2 pstirnates the growth
III r"tll cut' ueLwe"ll 1~70 anu 1~7~ at LO percent, i.e., a compound
i:llinual rate of only 2. '3 percent. The latter rate is either just
"ljtJiJI 11.1> UI" J":i:; l:'i.lIl, tit..., curr('IIL niLe uf pU)Julatiun gruwtll, de-'
\H'nd11lg Oil till' c1ata source (~~, (3).

Tilt, ,ell:; ( of living index f,)T an Afrjefln family in Dakar rose 16')
1,,;'le'lIl JtUIII L1,' J':I/O Llverage Lu t:he enu uil':>!':J.
Urb;lll III 111 i IIIU III wages were raiseJ sharply in November 1974, by 111.5
per 'ent over their 1970 level.
S fllce theil, riley huve remained unchanged. Assuming tha t the trend
01 u 'Luc.lJ W(.q~l'S p.uJu r ,fl~ct::; these llfliclal minimums, it appears
ll'ill r";ll WII)',i'!; f'll" 111'111111 1ahorl'rR wl rh ti [('ady employment havo de
·1 ill~U by f!curly LtO !JcrcL'nl frolll 1970 to the end of 1979. J)

lJespite nominal contrllls, urban food prices have been rising subs
LUll t lilt ty fdS Ler thdll thuse of 0 ther necessi ties: on a 1967 base,
rhe fuod pri<:~' index for an African family stood at 306 in August
1')/'), us d!:"i..t:1nSl Oldy L22.') tor cluthing, for eXaInpll:, and a gene
ral. index of 245. (7).

1II'Il.lII llllJU <.lIIU L1lllel" prlL'e~;, evell accurdlng to official statistics,
hav/' ri Sl::11 much 1Il0re shl.lrply than official farm gate prices for the
IlIdll. crupI.;; lJeullul price:; Iti.lVl; been raised by only 10 percent since
"I. 9 74:

J,'11 roll;'.'t I ":

PPdnu ts
CoLtOll

1 cnq /l97H--- -

9.6
10,2

1979/1974

9.6
14.,9

l/ The official statistics probably understate the actual decline in
rt:'ill wJges, The price index is based in part 011 nominally, but not
[cully, cOllLrulled prices, while the minimum wage index applies by
Llw only to a privileged minoriLy of workers in large, controllable
,: s l c.I bIt S IlIlll'll l S ,
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Corn
Hiller
Ric e

CPI foud '::1../

0.0
0.0
0.0

11.7

0.0
33,0
0,0

85,2

'J./

~/lY7":! illdt:x reft:ct: Lv AugUbtj 197fl and 1':)78 indexes are yearly averages.

( I) 1111d (/)

B"I'H'I'''' 11",1'" III II() I:v"ru11 d,·flul,.", 111,1 p,'rllupH u1/;1o fur pullei 'u1
reaSOllti, Lllece ace nu affitJal GOP data at constant prices. At cur
rVllt prtces, agricultural - GDP increased 142 percent from 1970 to
lY7H (latest yeur published). compared with only 91 percent for over
,111 dllllll':;! Ic lllli pilI, ~il'll'll lilnu prlcelJ lillVO lug~~lJd COlltdlh:rlllJly Ltl~

liliid 111111'1' prll'I'N. 1'111' 11)',rll'1I111ll"lJl 61'cllll" lIpp,~(IrR t'o h£lVll been 11

i',I'L"J! <1""J 111<111: dylldllll,' dlHIIIl!, LI,utiL: Y"dl'b lilcill Lilt:: re::>t ui' the deu
IIOIIIY, even 1ll 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 E)7'~ and 1977, the v;.tIue of btl.'LI' '-ood 1I11ports at current prices
rlllClllul"d 11L:lwL:I'll 19 I,Ull"'l Hill! "12 Idilion CFA, equivllIlH1t to U8$76
loillioll L:u $12H million, Ti,ey repres~ntL"d between 20 percent und 32 per
cl'lll ul' lulal (lIIp0I"I:. III Lhv/Je yel1n;. (I). In 197tl, impurLs of lJa~lc

luouti ru~l' Lu the equivulenl. of US$20J 11I1111011; this was 26 percent of
1.1 record ImpurL vl.llue l)f US'~7fl') milliol1, 1.1 As the export value of pea
IIU,' 011 Ill) well as uf pll\,)splwtes, /jnl! cd!,c,$97 million dropped to record
IUllllS for rl;cellL yeacs 111 1978, tutHI export value declined to $405 mil
lion,

The trad8 ~ap was mitigated in part because Senegal was able to export
$]{jO 1I1L111()ll ul l"uL,d::JlurrH uLller L111.l11 IH,;illlUt oil, AHiue from $63 m11110n
ot fi:;hl~rles products, these exports reportedly consisted mostly of fruit
':lIld v8g,;tillJlefij the f1gurer; - twice the 1976/1977 average - seem tn
t!"lIIlI11lil'nll': /I :ill!)/il'lIlll-illl ('i.l]llJciry f'lr d}',rlculrllrul export divE:rfiif' tj

lion in L1le lace ui drLlught. Despite cUllsiderable foreign excahnge re
('l'II'Llj I rOIll "1.IIV J :11 ill ('/i II tiu..:ll Uti l.uur:l :JIII LlIIU cupll.u 1 tl'cllll:lfeel:l, SCLl~:gul

linisbed the year with a net deficit of $71 million in its foreign pay
men t~. more than five times the average defic~ t during the previous two
yearti.

1/ Including forestry, hun ting and fishing.

'2/ IlIIpor~s of cOllsumer goods umounted 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 Hlay be assumed that rhese imports were exclusively for the benefit
0f rhe small number of upper income urban consumers, whose standard of
I Lv i Ilg is '1Iu[mLlusly Iligher than lha t of the remaining 99 percent of
till' pdpuLltion.

; .. / ...
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Tn 1974, IUInl1lodi.ty exports dropped further, to an estimated $544 mil
lfL'" (jJL';Jilllt oil lind cake I.::xportti were ollly $202 million), while im
!"Ill, dL,d Llled ullly :;;JU lUil Ilull, tv $IJIJ IItlllJ.Ull.
I!owev"r, recc.lptb frol1l scrvices - prilll,:ijJul.ly tourism - and transfers
UII ,~urrent I:lccount rus to $223 million. This, plus $41 million of
privat' furcii',11 l(;lldill~~ ,jild $108 milliun in drawdl)W1IS of official ex
LL~nlal lual\s resulted barely in bringing the country's foreign pay

111,'111:. 1IIId halHlll'll (II 1(17 1),

]11 ,',Hly 1~1:l0, tile llaLiulI fUUlld ittielf with an accumulated overdraft
"I 1l1)1I11l ~,,~()(J lid l L lUll Jil 1 L:J L'K Lv! 111.11 ..JCCUUII LIJ wi L11 Lile 1"fL:llCIl Cell Leul
bankllig system, an external debt of $576 million, and a debt service
(111111 I)lT,/IIII/IIF. I'u cxc".·/l 20 perct,nl I)f CXjll)rt curl1I.llg:;.
oilly llll' tact tllat the \,Jesr Africdn Monetary Union as a whole still

:dll1W,; il IJusLL lve illtellluliullUl lmlullce 1l/:J.8 !HlveJ Sellcgal lrom ueco
1I""iJ, illl 1111"1'111111,,11111 fl,"III1'IIl] ),lIrd<1I1 l'IlIlI'.

'J'ld~ slluC.ll.1oll unLi its CUll ullIltants, incluLliug above all a too rapid
ly L:xpdllding money supply (st::e below), led to the adoption of a rela
tively stringent financial austerity program beginning in late 1978.
Furtller nll,:jSLlr~S wet"' cLlncerted with the IHF in 1979, leading, it is
Itoped, Lu d substantial infusion of external monetary resources by
lldd-ll)liO I,y thc fl"W, thL: IlllW tim] privott'! bJlIk8. AU!:lteri.ty hal; 81
r'l~IIJy lllClllll u reduc L1uII 0l llL:W [urelgll burrowing, Lo only $9 million
1n 1979, 'Jlld a money supply expansion ceiling for 1980 of no more
titull 1.R Jlt~rc('IIt:, i.e., only a small fraction of the probable rate of
in flu tioll.

1 J, '1'111': rvIUNI~Y ~;LJePLY i\.N() CKIWIT.

On September JO, 1979, Senegal's money supply (Ml, i.e., excluding
ti.na' Clllll sl:lvings deposits) stuod at 134.7 billion CFA, equivalent
tu US$662.1 milli.on at the average 1979 exchange rate of 214. ])
j'llls Wd:j d 'Jl perct::llt lilcrease over a year earlier, against a rise
uf only four percent from 1977 to 1978, and 17 percent and 29 per
,'ent, respectively during the two previous years, ]J M2, the money
';llpply 1IIl'IlSlIrl' IlwL I.llcludes Lime and sl.Ivings dl~Pllslts, stood at
111.1 !Jtlll'lil ellA (11L'iHly US)HOO lllilliLlll); it hud galle up only 22
)"''''''111 J ,)I-'ll S"I" "1111>"1· IIJ/B. Ilill J L rUSl' flu; ter Lhull Ml in the pre-
vLll.', YI'dl"::.JII Il.1ct, ~1L sliuws il cumulative increase of 116 percent
11"11111107', lu lY7lJ, ugulllsl 0nly 95 per<.:ent (or MI,

OLJnl~s -oLhl:'~j~e illuicated. all conversions to US$ are made at this
I-a t '>.
J/~;,'pll'IJllll'r iii ,:/Iid III I,e a II1I rc slgllif'ictlill \\Ionth for thl' pll~ose

lJ! 1111:<1'0"1 lllg 1.111' 1I1UIIl'y dill! !Jdllklllg slLuaLioll LJe<.:uuse it precedes the
::i L,I'Ili>ll' ::l'Il:-;IJlldl L'rl'dJI expililsioll [or t.he new peul1ut Yl.:arj in fact,
1"11 was ]7 percent larger in December 1978 than in September. The peak
ll'l,ds tn occur in March, after which it drops through September.

o •• / •••
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Total credit uutstanding to the "private" sectur (which includes autono ...
mous public and semi-public agencies) in September 1978, was 167.9 bil
liLlLl CFA (U5$785 million), a 35 percent increase over the same date in
1976. It jumped an additional 40 percent from 1978 to 1979. (Data for
S~ptember 1979 are the,latest available). .
Cen tra 1 Governmen t borrowing had beeu exceedingly modes t through 1975.
Tn Sept~mber 1976, however. Government borrowing had risen to 9.8 bil
llull CFA, 2J times lhe cl'~uit OUDlCJllu1ng a year earlier. In September
lCJ'I I). CUV<.:C1llllelll Ill.Irruwlll b Btuod ul. Itl. i • b1111uII CFA. ulmost dou1Jle tllli
1976 level. Of this, 14.5 billion llllO been borrowed from conunercial
banks; the remaining 3.9 billion were discounted in the Central Bank.

'I'h II I' I' l~d I I u II 11IW Ii (1111 1111 I \II' LI 11Y "] tJll \' II a I. hQr II ill c r (j tHl ~ t n bu nl< J ~PLl ~ I. I: l-J •

I>ClllLlllJ Jcpo:-dl./i rusc ')LI percelll. from September 1976 to September 1979.
'1'/111 1I11l! 1I;IVlllr',tJ d~'I"'!l111J rllt/u I'VI'II lilUlll"; llilly IHHll.'Ly duubluJ IlVlll'

tl,e lhree yellr:;. Tllis lutter phenomenon is said to reflect a ritle 10
al1owabl~ interest rates conceded by the BCEAO in 1975. However, as
in must other countries, the bulk of the non-demand deposits - as
well as of their increase over time - belong to conunercial firms and
well-to-do individuals. In June 1978, only 1.5 billion, or five per
cellt df l.lle tutaL, Wilt; ill :iuvings bank dc.:poa1tl!l, and thClse had increu ...
sed only 64 percent since June 1975.

The bulk of ou ts tt.lllt.lil.~g bank cred~ t COLI tinued 'to be in shortr,erm
]~)/ll't:> (7K p'rcellt tn Scpl'lIlbcr 197H). fv1l:\J1UlIIl:lno lOllg-tenu__ creJlt
ruse lilucil fUH ter L11L111 ::;hur t-term louus (91 perc en t versus 24 perCl:O t)
frolll 1976 to 1978, but they rase at the same rate from March 1978 to
March, 1979.
Of the totuI shurt-term credit out!:illlllding in September, 1978,46 per-
c ell t was owed by publ il: or semi-publ ic en terprises. The propor tioll
rUl:iC Lu I,l) pI'rcclll III Murcll 1079, l"l,l'lectlng lhe peuk t:rup SCUSUI1

demand. Publi.c enterprise:> participa te to a lesser degree i.n medium
and long term credit (25 to 30 percent, depending on the season).
This is, of L:ourse for the m01:it part a reflection of the enormous
requirements of cret.lit by the complex of public agencies invulved
wi tll the financing of the planting, purchasing, processing and l~X

portLng of peHlluts and PC/Illut oil, and to {l somewhat smaller degree
in tile financing of planting, purchusing and storage of graiHs.

1/ Long-term credit represents only about four percent of·thd total
of:llIedilllll unJ lOllg-term.

... / ...
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'!11,11 rl1,' SUllI uf all Ilne itellls u[ short-term creuit cutstanding rela
[ICU to these activities in the official list of 40 different economic
activities (7, p.10, lines 9,11,12.18,29,31 and '38)- is approximat,e
]y L,qUU] to -Cotul cre,uit uutstanding to public alld semi-public llgen
cie~ is ru~u~ly nol a culnciuencc. 2/
1-;- ~;t'l' i.t1 Sl) ('\). II. 11

2/ Rxcept where specifically indicated, all data in the preceding sec
tion were obtained or computed from (J), (8a), q~) and private bank

l:UII "liLly, UlllJul b'1 \,,,,J"Cl'1I1 ul L11' Il)Lu! L:fedll :.upply it:! produced
by bank deposits (pac~ the reciprocal causation mentioned earlier);
the remaining 35 percent is provided by rediscounts of the West
African Central Bank (BCEAO), '.
l~xtt·nli.d creJits, while murgl11il]]y crucial at this time, as indica
ted earlier, currently supply only ahout ]0 percl'nt of this overall
J 1 q u 1d L LY • Til e IJ u 1 II. u 1 Lit L' lJl" 1 v ute ex Le L 11 U J Lell U1n b Ls pr u v ided by
FreRch banks.

III. FARM CREDIT, "SllilSIDIES", AND CUl<Rlo:NT INCOivlE TRANSFERS.

No Senegulese public ugelll:Y tq)ecialL~L':; ill thl: granting of farm produc
tiun credit, The llgl~IICY th.:Jt Jispellties the bulk of such credit CONCAn)
iti simultaneously responsible for purchasing and transporting farm
inputs(except motorized equipment), purchasing and storing peanuts
(and at times certain graills), and selling them to the processing plants.
This involvet; illl l:xlrelllt:ly ClJrnp]ex system OJ internal <ind external ac
counting, including al least three other public agencies (FMDR, BNOS and
CPSP). The accounLi.ng sysr-em would present a formidable challenge I~ven

lor a lllorl' lilghty devL~lLlpeJ bureaucracy. In Senegal, it is reportedly
so tmlJrled thut' il hilS hCl'IlIllC virtually impo6sible to know at allY ti.me
who owes whaL to WhOlll, even though there are supposedly periodic mutual
compensa tion lrcmSdc tLOllt;. Hence, it would be completely futile to
attempt to calculate costs and returns in the farm production credit
purtiol) 01 tlie cllilill.

It must also be borne in mind that farm production credit per ~ repre
senLs!.l very Slllall proportiun l~f total credit outstanding at.. anyone
Ltlll!: Lu whaL lIIighl be culled th", £Igri-business sector. On l'larch 31,
llJ78, L.e" ill the PtoO'-Il< crt~di.t requirement point, total outstanding cre
dit rUl· "agt"icuILurdl production" dnd "cooperatives and mutual" amoun-'
ted to unly about four billion CFA, equivalent to 15 Percent of the
lutal "agciculLure" credit incluuing crop purchases, and only six per
cent uf all dgri-·business L:redit including processing and export of
agricultuYlil products. (3,. p.13 ).

... / . , .
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This musl nut be interpreted as reflecting allrationingll of credit to
sI1Iu11Ia[lIl<.:rti. Discussions at various levels indicate that the sys
LVIII I' ·spulllb ... Lu llll n':llsulldUll: UCllltlllUS frolll Lb~ fielJ (CIS IlCrCelleu
uy local ofUcial/.d. The true credit supply limitations consist on
ly of withholding of credit for reasons of willful delinquency and
of Intt1eneck:-; in the transportution and distribution of the physi
('Ill (1IpULI;. III l..1l-lll;r wl)rd~i, the cur:-i"ll,lcvcl of smull farm produc

11,,,1 L:ll'Jtl JII SVltegal. I:, 1~:JlwllliuJly del::erlull1eJ by LIte tilllJLuliuII
u j elf I;C L1 VI: JI'llItJl,J, cu L1,...,r LlluIIU I ~jul'pl Y Utl ill IlIdny Ltl t' ·\UI." i-'

call coun tries. Since Senegalese peasan ts are unaware of tll<_ i.n te
rest rates applied to inputs supplied, except seed (see 4 below) it
Is 11111l1aterlul, [rulU their point of vie\-7 , what rate of interest the
Covl:nlllH.'llt L1gl'ncy bookkeepers apply to their production loans) wi
L11111 cecLul11 1illllLs.
III 1111' l'rIlIIII'w'Ir!. III ::"III'f'."1',, llVf'rIl1) 1"111(11 dl'VulllJlllll'nt WITU.tl-lP.y,
lIIoreuVcL', the proJuc Lion 10l:1n in t~rl;t; t ra te uccupies a very minor
niche. Even before 1974, when the Government consciously redirec
t~J the flow of public resources' . to agriculture and the
rurl..lJ I..lreus, rh~ru wl.:l'e h,.:l..lvy subsidit~~l. Sillce then, tht: flow of
pul>llc r",soun.:es to ut,;;r Lcul tUl."e. including the (mes tly externally
llllllll\'cd) l'IVL:HLIIIL:lll prll~~rHlII~, IIUIJ illcre81:lcd further. At the sume
tll11l.:, however, the Covernment continues to rely heavily on the sur
plils fcom peunut oil exports to finance these and ether expenditures.
Nu Ll tl ulIllH will be lllaJu h •.:rl;!' to calcula te Lhe Be t flow of overall
resources into or out of the agricultural sector with any greater
exactness than has already been attempted from the maze of data
and transactions ~ree 1). Such data as are presented below are
11I1.:Ulll prlllcl.pul1yAput 1I11: 'urrent fl.nullcl1.11 and l:lome economic im
plll'~l tOII~ III thl! L'\)III'Us:iiollury lllterei:lL rate into perspective.

I'I:rltt.qHJ the 11I'IUt 111lpoJ:lulIL Luul fur pruvlJlng pruductiun inclmtivefl
l.ur ugr leul LurL: has been -- und con tinues 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
[urm implem~nts,druft animuls und chemiculs, in Hddition to ferti
lizers, were subsidized in various degrees. As late as the 1979/1980
crup :J '11r, U:J IIIL.lIIY IHJ Lell JIU L'£l:lIL UI'L:Ll.:ll,:s of L'ljulpml:llt Wtll'1;l tll;ill
on the subsidy list; one half or more of the price was subsidized
tor manyJJ

11 Circular letter nO 006808 of November 28, 1978 from }tinister of
Rural Development to Regional Governors.

... / ...
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Ikglllllilig ill 1980/8l, in accordance with the new fiscal austerity pro
gri.llll, only tertili:Gers and one herbicide remained on the subsidy list.
All 11'rrl1 iZL,r:j - regurdll'ss uf formulu - are still b~illg charged to
pb.l::al1 ~s at C1 flal 25 C1"A per kg (except for 10-LO-20 vegetable ferti-
I J<:l'r, wilL ,I, ('U~Jl:; I,ll ellA), l:qulvull'IIL le' US$117 pCL- NT. -1.l. AccQrdll1g
[,', (':;tilll'.It,:S hy I-III' Cltil'f (,f ONr.AO's ::iupply serv/c.fH, rhe prir-efi thul'
L111' C venllll'lIL will pl'ubal>ly havL~ Lo puy tor domestically produced fer
I I I I .. , I I" J 'j/Il) I ""i'," 1... 1 ~/""" (,I) t11.J 10 el'A/I\l:$, IJIlJ J.Ul iauPUl'LcJ LcrLi

ljz'r bvtW'l:1l 4') <tlld 170 CFA/kg, d~pending on formula and origin. The
,illll'rtlltl ('UI,I u! Inlll~ipllrlllliull, l"I.lIlgtllg, fur ulIl.lyillg Ol'l:IlS ljuch us Cu
:jl.Jlllill'L'l~, I 1'1 JIll ulJuul J,OOO Cl"A tu ubuuL 5200 CFA per NT, is alsu absor
1,,'.1 I,v 1111' CIlV,'rll1lil'll\ •

1/ l:ll'L1dLlJ Idler IlvUOOG of J)eccOIbl:L" 27, 1979 from Ninister of Rural
Ih:v,'l'l)llIlL'1l [ ,

'.'lIl' Lilt' IJL'I.l~IUlll:;, lltL: buLiL1L:II,UuullLlull ol subsidies Oil tile renuiining
llL:mS ul equipment signifies price increases ranging from a minimu~

l) r 61 perCl:n t fur Ii peanu t liE ter) to a maximum of 145 percen t for a
large-bed ux cart. And there were no significant adjustments of
farm prices ill recent years (see 1 above).

According 1'0 AID mission estimates (1, Table 1), the c.umulative fLnan
,( II cdsL tu Lhl~ (;uvenllllClll u1 these supply subsidies during the five
rr0j> Y"iH~; 19/J/1974-l977/1978 was nearly 23.5 billion CFA (ca. U8$100
III i. 1 1 ion). 1 I
Tht! SUlIIL: estimates indicate a cumulative loan "forgiveness" by the
CUVI,r;'llll"llt uf 5.2 billion CFA through the 1977/1978 crop year. In fact,
this rl~pn'SL:nLs the aCClllllulated debt of the peasant sector outstanding
Ii lllUl lIme. III l~)n, thl' c.;uverlllllellL, realh.ing that the tutal oulst<i.l1
ding debts were indeed 1I1lc0l1ectable because of a succession of poor
(' t'!JI.J~;, jill ClJdLll:L:J I.l 'ICW pu l Lcy fur loan repaymen ts in case of l"'HI CTUp

Yl"ars. Ullder this p'llicy, uncollected loans are not forgiven,' 2/but
rather, ill case of a bad cn)p, a certain proportion is rolled over for
n;\-lajlllclll JlIrillg the succceJing three crop years; no interest is due
()11 the rollover, which includes both short and medium-term debts.
Till' pl:n''''ILugl's of rlliluver Clre deterl1lillL:d r~gioll-by-region-..clnd :lone
hY-<:OII~ ill Clccordance with the regional governors' estimates of crop
l,)~s h.... 10w "normal". Agricultural officials are supposed to be - but
e1r .... 1I\)l' olways cOIl~ultt:d in lhis exercise. They are often not aware
ul' whi.lt' Il;JS bl:1:'11 decideu ulltil the official percentages are announced
I C,'!ll IJ' kit r ,

rr'STgillTi ,';1l1Tfy. JIiTarur the 1978/1979 crop year were no t ye t avai
'J iJ I) 1" l! I Mil r ell 1 l) B0,

~/ III e,rrl.Cct, Ld.') percent of the 1977/197° loal~s were
n ,I for gi v~~. / ..•

fur a t(Jli:ll oj 1,/, billion CFA.



The tutal 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
cen t). The res t \Vas to be repaid during the next three years, and the
GOVl:nlln~nL: was to rl:imbun;c the ilNDS dnd the private banks for the tem
ponlry shurtfall (which it has not yet done).
ily Il)!l(), thl: LIllul un:u1I1LlluL,:d d~bL, tl,clljd'-I'l~ !uUi\H Llllt6ltLlnding [rom
III' )lJ7/J/lIJlw en'l' y"1l1', /lL<llH.I ul 10,102 lid I 11,1'11 CFA (US$4'/ mlll1oll).
Of this, 5,384 million, or 53 pl:rCellt, i~ suppusedly due this year,
including only 0.9 billion from last sea:;on's short-term loans. To-

Lul t.:relilL lU:.Jueli 111 IlJ/lJ/llJUO, lnc)ud1'1!" llIeliiulII-ttlClIl iUlilltl for iUlple

llWnrH I WllH 2,290 mi1lh)ll. Afi of Fllhrllilrv ?'), only 1.13 pt:rc:ent of the
accumulated indebtedness had been collected, equivalent to a more mea
Idlll~rul IH.'l purccllL uf lll" Lulul ,'all"I,lu fuJ' lld.l:l yutll".
Even before this new rullover system was instituted, debt collections
frHlR peasants were very closely related to crop ou(;come. Comparison
of aebt recovery percentages with the peanut crop outcome in each of
the crop years 1969/1970 to 1973/1974 (15, pp. Ill, 112 and 114) shows
a correlation cuefficient of .92 fur total production, and of .95 for
average yie1dli. Tho 1)t:rcL~(1taget> of rccovery runged from a minimum of
49 percent in 1970/1971 to a maximum uf 96 perc~nt in the following
year when output and uverage yield were 70 pcrct::nt lmd 60 percent higher,
rc~pectlvdy.
As of the end of FdH'uary llJ80, the BNDS had loans outstanding to ONCAD
for a totHl or over 70 blll Jun CFA (about US$]30 million), composed ali
follows (in million lfA):

'd/

Current crop peanut purchases
Equipment and supplies purchases
()lIL~;tUlldlllg Cuup" prod, lotllls

15,548
28,665
10,102

These funds are advanced by ~ix private and public banks, for which BNDS
acts as agent and contribu es 58 percent of the resources.
All banks work with tlie ScHlie onc-poinL margin and all are awaiting GOS
reimburHcment of uncullected balancc:-..
The CCIILru] BlIllk diHcuulltH thc LUIlds advuI1Ced to the llNDS and to tIlL'.
other bunks tit Lhe prcferelltlal rate of 5.5. percfmt. The BNDS churges
ONCAD U 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
productti and farm inputs. '-
Los~es on couperative credit are legally guaranteed by the FMDR which is
<IlliG reslH)llsiblc for compensuting ONCAD for the subsidies on inputs dis
tributc.-d. The CSPS administers the credit loss guarantees. As guarantor,
of the hlllds for peanu t purchas,~s, the CSPS is also the ul tima te gover
lImellt agent that makes up nct lus~es. or banks net gains, as the eLIse

Hlay bl:, trom the yeClr' s p~anut operatiun.

. , ./ ...
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Sillce facm ga te prices for peanuts have always been considerably below
their market price based on the export vulue of peanut oil, even after
l-hv JO percent 1979/1980 increase that followed five years without a
cbange, the CSPS has shown a conslstcuL 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 oil exports.

1'1,'" (;II\1I'IIJIIIVIII 'II Kr,ltl'l l.'III1IlJliIIIVt, Illl'-I'IIIIl.rnllu.l'f1"1l1 lIl,1 l'K\HI."tr; du-,
nil/:.; L111~ Live crup years, 1973/1Y74 LO 1")77/1Y7B--, including taxes
l',)lll'('LI~d alld CSPS surpll1l;, was r),>./151 nd.1Uon r.FA. If the cost of
i.llfJut suIH;l.Jies 10 dL:JuCLI~J In)lll Lhl::;, Llle <';uVeJ'llillent's net cumulCl
(IvI' 111l1'p11I:' apJluHl'1l lu i1:iVI' l>L!VII IJ ,1J/I) IIILJ LIlIIl CFA, c'JuivulclIl: Lo
i1111IUI 11~;~;1')() lld·!'llull.
(/ill I II I nlill 'I).

11 Data for 1978/197<; were not yet available in March 1980.

J I J.. IIH'IO:ln::;'I' HA'I'I':~;.

Interes t ra tes for both It,nding and deposi ts are set by the governors
of the BCEAO Ear all member countries and are closely monitored by
the Community's CellLr,ll lIullk. Most significantly, the BCEAO-sanctioned
InLereHl cllurgt'lol Oil lUi.JII~., lire ~'c:J lIli~~ J"ut'J:;, wh.:.:reas IlIOSt of the r,ates
established for deposlt::> Clre noars, particularly for d~posits of more
than one year (see Table 1). T}~while the banks are obliged to adhere
strictly L \ till,' lllilXimul\\ l' pen:t;lll: numinal interest ceiling currently
in force (not coun ting fees, etc., which are said to resul t in a maxi
mum effective rate of perllaps lLj peccent), they are free to let the
market set the interest pi.d,d on deposits anywhere above the highest
floor rate vi 6. r) pl"r.::enl. As a cesult, banks are currently reportt'J
to h' P<.1y111g as llluch 8s 1U pel"cent on the largest, and longest-term,
d IqJl) sit s •

MI,I"I!'II"""" "I tlll:1 l"<Il,' ~ I I·U(' I III L: f~; IIludL' possf.ble by the eJ:[ecU.vl~

t\,}'o-Wi.lY insuli.itivn u1 tile St:negales~ lOoney market from the direct
1 11 fllll~I\('I' 0 I' ,-III' s'l-cill1 >0 "wllrld" money markets (e. g., London and
New-\'llrk). 01 tile BCEAO reSuurces placed with member banks in 1978
C'227.tl billion efA), only three percent was placed at "money marke-r" rates;
(P;II-j S '''lilks :tTL' SiJid LI) charge 12. ') to 11 percen:: currentls); the
rest: Wi.lS di.~;cl)unted dL ),~, perccllL and ei.ght Jiercent (about SO/50)
rtspecli\il:·'Y, 'Clw ,1vL'rall \veigllted cost of money to the Community::;
bankil'"g system in 1")78 was 4.86 percent; the weIghted average rate
uf illl:l-!r(~st on loans made by member banks was 10.27 percent. The
avera)..;" yield of rL~suurces was 9,gL, percent and the average rate
Df profj I (ylvld lIlillU'i cost) was a healthy 5.08 percent. (8a, p.19)
Clearly, Lllis structure ei.lll be lIlailltailled only so long as the COIllJIIU-

i ll IX'S l.' '1ILi'al bilnkllii,!' Sy~.L"lll i.·I~llli.lillS essentially in internal bu
illlee.
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1",\\, I" !, ';"11I'~,,1l1 ,lilt! :-J,lIl1l: uLlll:l IJdllll,~r~; L'UIltlllUL: lo ovenJraw, Lh.lH
;'\].1,,,',, \"il] bc.: thrcaLencd, Growillg recourse of the BCEAO tu exter-
".II IIIUIILy market~; - ill particular (Jutsidl' of France - will undoubted
ly It'',JIILre ,\ j-,'vitiioll "f Ulte Corlllllllnjty s rate structure" The alter
',ill LVte wi1l IJl: :o11HrtJly curtuilteJ lilJ.uidity and thus serious ecolllDmic

, I : I d I)L' 1 j Ii' i.l 1 p r l) h1 'E IS.

:,I'''IIWllil" I11L I' l:I'"rl'lll illl di~;(,()lIlll- rdr' paid hy public agencil's fur
l;lJWllll:fL:ldl ul'eratiouti with agricultural products and inputs (5.5%) is
illllllnl,'r-ili} S'I 1""),, il:; .ir is Illlilint Lu c"v(~r the fjllancial cost or these
, , :,,1111,<11 l.Jlld 11"11 CUlIlpl'tit i ve ulJerations, rather than tu test their

(, 1.,1 I\'\ \III>lIIIlI,lllly. III 111'IIIl'fpll!, ~;11l'11 IiIUllt'Y IluWII un: Iill:ruly

i;ll 1.1--1'111>11,' :>l'('I"I' I LII.lIIlIII] tr.llu;!er~;. 0rerut:lunl-.l1 LII(~ffi('L(,Il(;j('s

i,ll. ""II,I"i', I" 0111 \ooJIII! II., IIII""'/ll ,,,I. 1I11l1 11I1I"L Ill' l'<lI'I'UellJlI Ily
wLllt'I'lll'dIIS. These cunsidt~rations apply to the vast majority of the
I 1I11,L !ll)rrUwt:d, by t'I11~ pub] ie s,-"c tor for financing the annual pur-

:1 ";es,srOragl' and sule of agricultural inputs and outputs, regard-
:, ,', "I' \Vlil,Lllt:r they cunClTII peunuLs or grains. The saIlle preferen-
!i,,1 oIisCOUlJt rilte is nvail.lble to till' private sector for these same
,1,1 !\li I il;~; W,ctht..:r ur nul. the privatI.' tiector decides to partici-
petll' <1. iJl'llds Ull dtipecLti ul. bOvertllllL:\It policies that are unrelated to
lil,- I i",III('ilJl j,Jler,'sl LIII'

:;,II,I['wll<l1 dL!f('rL:lIl cUllsidel"atiolls apply, at least in theory, to that
1,",'11"11 '>I plilJ1 i, I/'."'"'Y llill..r Iwi'I~', IlillL j:,j Clllllllll'lod Lnl:O furm pru
,1,(( I lUll' I' '<lll, II 51 rLet iJilllklllg cci teriu Wl~r,-' to be' applied, till!
I!I,',\ jlllll''1I~, ,'ollCl'nll'd shuuld <It least be abll! to cover the COlit of

!1'I,dill~', (i'II"!"",;1 pidd, up['rillilq', l'llsl:; and lussl:s ) thruugh the .In
,.I",',iI LI,,'y cllllrfl,': UI, lu,ul:o. Bul such criteria are meunt to be ap
1,1 j(,,! "J oil, ";;;il:JILidlly 1IIull,~LJ~"u CClllllHIlY Hnd to il1tititulionti where
C')~i t~; and l."eLun)::; u[ farm credit operations can be readily identi
!'i.ed, ;IS tlll~y obviously callilot be in Senegal (see 3 above).

II' L1ll \~l'~;L All-]Ci-lil ~lolletary Uniun, the illterest rale for small
/liiol IllL'd i IIIII-~; j zcd l:lIl ~~l-pl-J SL'~; in the Llgri-businesti sector is fixed
"I d 1IldXLIli1i1i1 ()j fl, 'j percenL, (the preferential discount rate plus
[!lfC,'~ I" '\"111), wjll, iJ maximulTI luall llmituf 30 lllillion eFA (U5$i40,OOO).
'I'll<' (:()~~ II,IS "'il athl i shc'd il eilte tu PCd~il.llll- I['O()rl~r£ltivL~S" of 6.5
\,I'rl':II[, ll\ lilll' wi III iLs L)vl!rall subsidy strategy, fur bookkeeping
l'lIl"j""d':, ill tIlL' (,il~;l' lll' ONCAD's all I 'hI' Development Corpuration'ti
1<>,111,'; I., lill"'I",' LIII' ~llll' III inputs llt' fertilizer, other chemicals,
,<>"I,c, ;(lId ,:qllipl!ll:11l dllU urale animals" In the case of seed-;-which
L,; cep~ijd jll killd, tlie int,~rt::st rate is 25 percent. This is per
Ii;) p::: i,.uni,', t or sl~eu is the only case in which the peasan ts are
"ill" tu idt::llLLfy, anu thus be aware of, the interest rate •

.../ ...
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The S'~llegillese iann L:conumy i.s emphatically not a monetized economy.
Almost' all pedsClnts are equally poor with an average per capita GDP
of less than U5$150 (IL p.2) and average cash returns per economical
ly active person of less than U8$50. Moreover, cash returns fluctua
L~ enormuusly as a function of the rainfall patters,

For eXllmp 1 e:

['I 'r l'bllllWL...,u lunll r...,Lllrll~; 111 t: "ijuud" 2::l:ilL". dll(.1 Ii "bad" yL:ur.

Good Year (970) Bad Year (1971)
----------~--

hi 11 • r.FA "/ 11111iol1 CFA "I,

Jll C /.l ~li I :J~ .il ')0. / 17. !:l4 tl !:l.5
In kind 31.28 49.3 18.92 51.5

---

To tn 1: 63.39 ] 00.0 36.76 100.0

Percent of
to ta 1 hous e
hold income 33.7 21.7

"

Source: (15), p. 92.

III facL, credit is never issued ill cash to peasant groups, and hard
ly ever repaid in cash. The practically universal practice is to
furnifJh the inputs in kind .and deduct the debt at the end of the
crup year from payment fur crop delivery (typically in the case
of peanuts for oil which are bought only by ONCAD) or accept pay
mell t in ki1ld of grains. The only quulli ties thl~ p '8SCln ts 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 whaL rate uf interest is applied' to their production
loans and most do not even understand the concep,ts of principal
and interest applied to money.

8enegales" peasants do seem to be quite responsive to price_changes.
Fur eXcllllplL:, ill llle Cl.lbLlfllllllCe regioll liS d whole, Ii 63 percen~ increase
in the purchase price for peanuts (from 25.5 to 41.5 CFA per kg)an
nounced for the 1974/1975 crop year resulted in a 24 percent in
crease in l1eanut production between the three-year averages 1971
1972-1971/1974 and 1974/1975-1976/1977 (15, pp. 112 and 113).
Under Ie::;::; wcaLher-dep(mJenl: condi.tiolls,-clile could thus postulate
a relative price elasticity of .38 [or the supply of peanuts in
the Casamance).

. •• I. .••



AccdnJillg La officiiJls in the field, the peasants also tend to lower
III 'ir requesLs for tnpuLs wllell prices are rai~ed, such as for eXillU

1,1" ill II", l:llr"L'lll: ,'rop yL'lll- wllicb HLlW the rl:1I1oval of subsidies frol1l
~ll 1iJrm inputs except ferLili2er.

TV. CONSI,.!.!~,)TO~"

fl r.lppears fairly evldellt [bat, barrilll; a miracle, the peasants will
l!liI I,,, ul')" II) "VI'I- I',l-I llill of lill'lr growing :llluebtedneHH (see 3 a
hov'). A L0\-l-] eve! uecisioll 011 what [0 do about this situation is

1.I1ll11.!f ,'ulltd,dL'lii L101l. CiH lyllig LlI' JelJL UII Lite lJlJl!lu~ UIJ llVlJ(dUl! i1C

,,,,,,,10 ",,,.j,,,,),,,, Idl),dd II"dl IIII' hllllklllK HYfltPI1l'H liquidity (not
Lv spl:uk uJ Llle Ivssl:/j 011 illLeresL I;\CCUUllL). TillIS, a ~i:tl.Hiblt: Uel.)L

c'-!llcdlution will probably be cCl.lled for. Assuming that, saY,five
billion CFA are forgiven, the central government's net surplus on
pl'lllllIl Silll'l' 197'\/l97!1 will still have been a tidy 27 billion, wi
(boliL illCludilll:\ Lbe unknown surplusl:s lur tlw llHIL Wid pr(:!:ll::llt crup

Tll(:St: figures clearly dwarf any paper losses that one might ascribe
tLl the highly concessionary interest rate applied to loans to coo
peratives. Assuming that all loans made to cooperatives between
tg7; and 1lJ7H (1l,696 million CFA - sec 1, p. 12) were indeed col
l':<.:l1lJ1,:, Llll.! Lwo-point ui[[erence between the interest charged by
ONCAD (G., ') !-'ercenr) and tltt: maximum permissible under Monetary
Uniun rules (Ii.!'') would n.:present a relatively paltry 234 mil-
l lUll CIo'i\(uI>Ulil OI\C IIIL111\)11 dollur:i)over !:lix ycarH, or less than
~,;;) f)O , f) Of) P pry (: 11 r .

11,1: C;c.J1I~U1Lctllt, tLlllliliilr wiLh Lhl.! rund l1I1t111Cl.td 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
ill ll1L.: Luwer CascHlldnce. Acute cash needs are reportedly met within
tl1(: <:xt"IIUI:U family including its urbanized members; no interest is
,-I'drl',"d i/Jld d"hr~; IIr,' rl'pllid as And when possible.

L!./



:-~x PRATIQUES AUPRES DES 3.~'!QUES Cm-goo.ERCIALES 1 -
IN7EETS CREDlTEURS DE L'U.M.O.A.

en l 1'3.11

f :

AVA."tr 1975 A PARTIR DE 1975

---------------------------------------------------------------------------- ----------------------------------_.-
Jusqu'a :De 200 oo1:oe 500 001 : De 1()(X) ()(X):De 200 001 :Au-dessus :: Jusqu'A De iOO--()(X):oe 500 001 Au-aessL

: 200 OCXJ : a 500 000 =.~L (X)() 000: as 000 <XX): as 000 ~e 5000 OOC:: 200 000 ) : A ,'S 00 000: a2 000 lXX) : de 2 000 0. . . . . . . . . . .. . . . . . . . . . .
;----------;----------:----------:----------:----------:----------::-----------:-----------:-----------:-------

N~ant 1 1,50 2 2,50 tMant 2,5

'::~f-5ts a :'2rJle (a)

4OL-:s ':e 6 me is
-- =e :: r::d s a< 1

- 3. ;:;c:. r de l:m

Neant
~r~a;1t 3,5 3,5 3,5 3,5 4,5

N~ant 1 ::: 3,5 1,5 3,5 4,5~,-,

3 ,25 ~ 3,75. 4,252 4,25 ~

4,25 * 4,75 « 5, so. 5,50

5,25 n 6,OOU o,sou 6,50 •

'3:ns ::ie :::aisse (b) ~

- ie ~ ~,:;is a <1 4,75 * 5, SO ~ 5,50 ..

5 ,25 ~ • 6,OOH 5,SOM 0,50 ~

5,503,25
-----------------~~---=------~~---~--:....:-._--_--..:..._-~--~:--:-:----;--~---:------Dans les li 'tes ju·~cnt~~t(ma'

mum fixe dans cr.aque 2t~t).
::!:l':. -:2 : I Epargne

I-------_:..-_---------------------,------- ------ ---------
cefots 3. ':2rrre ?el~-;e!"_: ~tre consenties ! '-lr. t.:iUX .::~rrespondant it'.! ':dUX d' i::ter~t verse sur ces .~et:5ts, pl'..l.3 i '!.

't :'.35 =0113 l::e c:alsse scr:.t -?mis en C.:)U;;..r:5 de 5 COO francs CPA :r;.int..::'JIll pour li..'1e d-::'~e qui ne peut etre inferieure a 6 :::015. Iis f:1E'
',-,=n: ~,:,-e r3.chetes p~ 2-2S et~lLssE::~-:ts eIl:ett::!urs sans ;:ec:..:ctic:: c "-::1 esc~pte -::al:::uJ e ~ cl.'1 tau..x pour la ;:er iade !:"estant a COl

~..i .-.e p-eut -acre ni s·..:?erieur au ~at::t ::~inal du bon, :J1U5 1 %1 ni ir:ierieur au :.a.ux r:.c-mir:ll d~ oon.
~: :~UX f:..xe



'J, TH E 1{0Ll~ OF' A c'PRCIAL AGRICULTURAL CREDIT PROGRAM IN THE PROJECT AREA
- '

'I. ~~JlL :,liltu1j (If faQ~~iliJ:_ill \Ll~'"l!rQ...t~:ct__ arPIl.
LiI!LiJ Lilt: illiL1uLiull "I' Llae SOMIVAC!l'lIJAC Prograllulle tipecial, farm pro-
due t"j on credi t ill the lower Casilmance was 1 Imi ted to the ONCAD _
;illlIlilll:;I"crvu [ann supply ~;ysL:L:m rcluLI:d l:xclu::;ivl:ly to the peanut crupo
Pllli\C 1)('1-',<111 Ilh ('I'l'dll pro/',rlllil [1\ 1l.J7H(I'J!() Itb IJil tlClilllll:l to - lind tool
III - j I:; 1.1l1.IIlcr lJl'g.JlIizuLLulI/Il Ml."iculLlIl'ul l'xl.t'lIsil.>lI efLurt. This tlf-
j'>l1 "1'1><""-" .!c.;ul",II<:u jJl'llll'Ll'uLLy Lu (Il) IJuLJlI lIl) Ll'UU grUt>::! [lJut::;, lll'~

ler-dl:pelldcllt self-reliance' and development participation among the pea
sants, and (b) assist them in a more intensive use of their principal
l'~,~wurces: lubor, land HlILl w/:J.ter

'1'111' "c·y I" 1111, '"'rill "lll''l'llvlI 1',./111' r:""I'I"IiIUIII <II' ".-,hlllel'l.llll'tl, IJII JIl-
1 III 1110" ;.• f.Ij"1 IUIJlIIl ld lH"UI'.lUll4 llllllulJ.y \lualJllud 1\) Ulle..:. ".1' LW\.1 v,.lllugcu.
l'hiti iii U bomewhat radical depurture [rum the ONCAD-sponsored "coope
rativL:s" which tellu tu exist ill lIame only fur the purp06e of receiving
farm supplies on credit and deliveriug their peanuts at the support
price o
ONCAD 1 Ii liUpply creJ-L I alld pr-Lc' subs i<l i e:; huve uhviou::;ly been rctipon-
slble for (j goud deul of Lt:cl\l1icul pr'lgrL::;s. Couutry-wide, the ef-
fect on peasant technology seems to have been impressive. For example,
l-llL! following rH~rcel\l-ugt' illcrecu:ies ill the number of key pieces of farm
equipment took place between 1970/1971 and 1975/1976 (U, p. 94):

Seeder:; 57
Cultivators 116
Peullut lifters 1:.38
P10w~ lfi0
CurlS 97

'I'll C I'I j 11\ I I'd I

I u r ~'q ui 11I11ll'll r
p J e Lu () l~; a II Ll
.til

jU:iLllIullillll JIJr u :lIJ("LJ! l'JDAC-lIlunageJ c.rL:dit progrum
j ~ Llil' l'ul'L Lha L O[~Ci\\) OIlly suppU ,·s Llnd finances 51m
ImplelilellLs ur the k11\u Lhat are manufactured in Sene-

~xcept for the in~ortant differences concerning intensive technical
dliLl ()tgLllllzi.JLiulliJl dssi:;LiJllCe; tl!C much more nwnageable size of the
Crlll'lh~IlII'111 .'l~i ('111111'11:,1,'" wi til thl,lI°11lJjll'Ltlt"lvelill, Ilnd the flnuncing
,d l'IUI"; (HI,,'r lhllil P':HI1UL;, LIlt' prucedure for l'fDACIt:l current cre
.III !,l'I,)',rillli [.i lIiuch rill: ~;LlIIIl: as ONCAI) '~: the encadreur collects
IIJrlllL:f I'J;J1I~; I'l}, ull L'(()I'~;, adds IIIJ the rec;uesl. and compares.. them
wltll lilt.: prujl'cLiollS Illddu pr8viuu::;ly in the central office on the
Ilush Ill' Ils~;lIl1lL'd pruductiull allJ repayment capacities o

a U (I / •• •



Ii lhl'y ur8 ilpproximutely consistent with these projections, the conso
liddl~d r~quests are forwarded to ONCAD for procurement; the credit is
provided to ONCAD by the BNDS in the amoun t reques ted. PIDAC I S in ten
dllill d~ ZI)lll~ ul't~rmillelj rl~piJYlll~llt c:aput:it:y of each groupcment, and the
vuLgurJsuleur lullows the op~rations throughout the crop season. Re
p:tymcllt: may be made in kind or cash" As for the ONCAD loans, repay
11l~llts ill kinu arc credited aL the official purchase price in effect
a I Lh~ LiIll!' 0 r repuyulcn t. The produc Ls Ilrc turned over to ONCAI) for
storage and handling. May and JUlle are the most intensive months for
('I',·r1ir- LInd Aupplv pl/H'pml'nt, PIDAC complains about the frequency of
bluw <lilt! tillllrl tieliverle:; u.l tertllizer, but ONeAl) replies that the
I f \'ill orr ll'e~J (11\clud11\!~ ONeAl>' s) fail to realize the need for early
urders in urder Lo give Lhe organisation un opportunity to place its
orderv (copcciu1.ly fur I.mporls)ill tlme alld arrange for upcountry trans
purtation. PIDAC also claims that it had to provide all local trans
portation for supplies delivery last crop season.

Th~ II.Ll luru ul' LhL~ su[>pl ies f 111i.llll:-eo wi Lh tli~ exiu ting PIDAC program
(II illLII' II LIIl' NiJlll' (Ill DNCAI)'Ii. TIH~ fLLltIl1c:l.nM of mU.lor piccol:l of oquip-
lHen L, bllcll us tWLJ-whe~l trac tors, threbhers, shellers, rice mills,
etc. is awaiting the release of AID funds.

PIDAC appears to hav~ a satisfactory institutional infrastructure
in place, and to have acquired the experience, to be able to admi
\lister effectively a modest "special" cr dit program such as that
cUflcelUplated by the AID project paper. Its headquarters staff is
slaffed by specialists in such activities as extension, coopera
Uve development, water management, credit and supply, Each of the
pr\lJecl ar'a's Lwelvl~ Lulles ,il; heuJeJ by allchef ll , with all 11111 ten
dllllt" 1n ch8rgl' of coops, slipplies and loan collections, Thirty
"vlIli:l1rJ/iuu;U1H" (IIlJddl~-l\';vl'l t~XlClltllUI\ ugenta) have ulruudy bU1il11

I it.:1L1t:.d, iliid an uddiLi.Lll181 :~O are in process of recruitment,
TIIl.s represents ein average l)f about five presently "encadresll vil
lages, and 165 producers per agen t. Wi. th these agents earning
at present 37,000 CFA p~r month, that h probably all the agen-
~y should field for the lllOlllunt. In accLlrdance with PIDAC's poli-
CY. the vulgarisateurs call for volunteer fa~mer cooperators in
the viU ages and attempt to work through them for maximum effec
llv 'I\U~i:i Hill! l:1 rid, 'IH'Y.

Tn 1~7')/1~HO, I'TDAC l1IiH.I\.; tlvililublc credit-funded supplies for far
miug ulher theUl peanut:; (which remain the responsibility of ONCAD)
1.11 the iJlllount of 47 million CFA ($220,000). The number of indivi
dUlll crt'"dit us ..~rs is not \Clwwn. If spread over all presently " en _
L:l:Idr~s" furmers, the 1979/19RO loans average about 5 600 CFA
(about $26) per capita, a respectable figure considering that,
ill> ~;OMJ VAC I s PI till UlrcL; Lvue Jluill l:!l OU t, uvcrage CLWIt cl1'rllll1gs
per active person in the entire Casamance are only about 20,000 CFA,
and that thi.s level of earnings - and the considerable uncertainty
from year to year - leads to strong risk aversion,
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l.Udll rl;cuv'l"y is tb~ respullsibility of PIUAC 's vulgarisatcurs. The
rate vf repayment of the 1979/1980 outstanding loaps i~ the PIDAC
prugrClll1 to date is little different frullI ONCAD's: at the end of
r~bl'uury 1980, it ranged from one percent to 21 percent in the dif
fcr~nc ZIHles, compan;d to 5··27 p~rc(;nt fur ONCAD. That ONCAD' re
curd appeared to be slightly better is ascribed to the fact that
i ls cllt;ilts must sell tbelr peanuts to ONCAD, wher\eCiS PIDAC's cli
ellts are Ll"l~e Lu sell tlleir produce allywhere - or to keep it at
ltulflt:. In <illY case, the official rollover percentage for outstan-
dill/:!, lUiil1s lm accoun t of crup losses is applied automatically to
I'Tll/\C c1 i "II tR.

N,' <lv,'ldI1 jJrlllllll' I 11111 Ild~, 1"'1'11 l',ilcululed yl!l for 1'1DAC. III L1le
I' ,I :; ., \I I ON (:1\ Il, ddid I II I'll I ~;1 \I,d I) Y l' I 1>/\ <: f II die /I l.l' UI C roll () wtil g
!,Ill/uti"" \III 'L/"L'J/HU (til tlt.,lI:,Ulld CI,'A):

Amuunts loaned 1977-1979
Amounts cullected thr~ugh 2/29/80
Percentage of collections

25 872 ~/
1 836

7 percent

Tlle,;(~ dutd alsu l;llLlw thur PIUi\C'l; regular program dispensed nearly
twice liS much credit in one year as was granted by ONCAD in the last
three Ylll.lrs.

Advances of seed Hre also reimbursed, as usual, at a 25 percent rate
01- interest, il\ kind. Coll-etioH uf seed from run-of-the-mill pea
:-;.1111 l'rups apJlL~iH:i lu be a Lechllulugicalty dubious procec.lure if real
"1'~',raJJ.lIg uj :,l'l.:d IIIIlLL:rJul t~, de:,ired. r,l the 1ulIge[' run; it Ulay
pl'rhaps be murl' au van t1.lg(~UllS Lor PIDAC to work wI th ISRA to con trac t
with sel ..cled pruducers for the multiplication of selected seed with
ISI{}\ n:rti(icatiol,. Such seed could thell be supplied as part of the
UVllral1 credit pdcka~e anu charged at actual production cost plus
hdndling, to be retmburl;ed in cal;h or kind (as produce, not as seed)
;JS parl ul the ,~1.ieIH's ()veral1 repayment pac,kage. (rt may well be
Illdt: the "L l) perc<::llL Lnlt·resL rate on seed is based on the assumed
Jiff'Tence in quality between the seed furnished and that collec-
ll'd 1.IS rel11lburSl'lltellt).

il is ill\jJurll1nL Lu bear In mind that, in the lower Casamance, neither
t 11(-; ONeAD "coopera ti ves" nor the PIDAC-sponsored groupemen ts are join t
pr."l!ul'Li.ull emu/or marketillg ~ocieties. The land tenure system lets
<:ill'I,liJlllily cultivatc its own plot (regardless of whether it is loca
Led {,I the lUWlal\d rice paddies o~ in the upland dry farming area,
or whether it is "owned", occupied or borrowed).

... /" ..
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C loperi;l L:iun utiually takes the fOrIU 01 ~ievcra1 families joining forces
III llllJ>r\IV(' willer 1l1l111j)~;ellll'lll- in lll' ~lJddi 'H, or perhaps (though thiB
was not observed) to clear a new area uf forest in the uplands.
'I'I'L: ...,XlW1L Lu which Lhe gruul,elllL'lll CUll hc tJliIllU]uLL,J l:u UC;:CUIIIU JUillL

production societies will depend (aside from deep-rooted socio-cul
Luri..ll facturti thut escape thu c/:lpuul obtierver) un PIDAC' l:iucce~s

III 11I'lllll\l l J11H lllllJ cllIl:lI111 dill 1'111 (II rl'IIII'II\IIl"l'lI11'11 til) ill thu rh:u plHllIiu!j
und in the uplands. A SIH:cldl crl.'dit pr"ugram can be an important
l.oul ill Huch till effort 111 vl,'w u1" Lhe l11I\JUrtunt reciprucul relution
ship between land consulidation and the utilization of labor-exten
ding equipment. One of its rllndam(~ntal economic objectives would be
the cllhuncement of lubur uvalldble at the criticul plullting time.

UIJvlllu!.Jly, Lilt.! 11l11l1IJl'ulil pllilll lIt' iwJdy l'll'(\ lUlIJ IiIvull.illJlll to lJ(ich
ramlly llre nol" tl'chn-[cfllly ::\Iitl'C} for cultivation with anything but
II<JIIJ luultli 1IIl'IL.:UVcl', tllc "dc,11 I'L.:LLHII", "V,-,II lil 'HilJtJLullLl.tdly lalgltul:

yidds, wuuld nut be II bh~ t l) pay for individually owned equlpmen t
and draft animals. ~le use of credit for the introduction of such
equipment must therefore be considered as a tool for promoting and
reinforcing a three-prunged approach that includes water management,
land consolidation and lahor pooling. In the uplands, where the
ItlllJ CUlltlLruilll lel\(j'j Lu I>u IU/Hi tJcriuLlti, LI1(: lntruJu<.:tiul1 of ltlbor
enhancing equipment could assist in both raising yields and expan
ding the 1c1lllJ re::iuurce base. Finully Sill(:e the equipmen t will have
to be, collectively owned, the Joint responsibility for its use
and'mainter,ance, and for tl\l~ repayment of the credit, should be de
I:ligncd l:o prulIIotv gr~llrer illll!r-fcllnily cooperation and the kind of
truu co-r<':Hpull~JiiJlliLy tlll.lt tHIs apparclIt.ly not rCtJulted from the SllP
po::iedly collL:ctive rcs\Jull,dlJllity fur individually uoed annual in-
pu l <: red! t..

111 I.ldd1L1UII Ll) I'lUII1ULIIIF liJl-gur uutput I!IlJ yieldlJ of graills, thtl
program's objective is to diversify farm production through the
introduction of alternative crops, particularly in the present-
ly und potentially irri~able areas. This is of special importance
ill view 01 the ubviuus relucl.<mc~ ui the tarmers ill the lower Ctlsa
mance to consider ricc a cash crop. The alternatives appear to be
~IJHeJltiLJlly rruit Hill! vq;utlb1co, fur whi(:h the area is said to hnvl'
a real aptitude. Hath require relatively high capital investment
wid -11 \Ilu~1 h(~ pn\vtdl'd tltrll\ll',h ("r~:Jit. Entl.>.rprLs1nf) individualH ill
a llumbt:r of vi1l1i~es, partly Wit? the assistance of the Taiwanese
and Chinese technical missions,- have demonstrated the feasibili-
ty uf l;Uc!1 illvelJl:ments. '-

liThe Chint~se mission, which replaced the Taiwanese in 1973, depar
~ed in 1~78. Since it made no effort to involve Senegalese agencies
in its work and left virtually no record of its activities, PIDAC has
fuullJ it difficult to pick up the pieces.

... / ...
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A third typ~ of investment for which funds are not at this time avai-
l/;ibll~ lrulII dtlJer sources i!; for community or cooperative use of first
~Ldge processillg equipment for farm products: peanut shellers, rice
: Ilr'-'!lh 'rtJ 1.1IId 1Il:l.l.1tJ. Himplc p'ilm oil pruducing gear, palm kt.lrnel crul:ih
en;, La no1l1e tlte principal ones currently in demand. Greater introduc
I lUll of su(;h itellls cuuld reinforce cooperative marketing, although at
first they may merely give villages or groups of families access to
such machines on a fee basis.

In shore, two basic
,ment contemplated:
of labor for

economic rationales support the type of invest-
a new - or enhanced - income source, and the freeing
more productive activities. •

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

The ulrecLur ul PIDAC contjiJcrs early implementation of whtlt will be cul
l -<I th' "tijll"jul" crwdic program essential. The tnitiul objectivo wi.11
bl~ \lI~Hllly ILIj use 6!:l a tuol fur encouraging greater farmer and village
PIHricllJtlLiul1 1n the uverall PIDAC effort. However', not much thought
had been devoted to the ways and means for its implementation becaUSE:
Llle J U11.,)/j hud beell III n):t;ulI" uy AIL>. A l;llmllar tiiLuul:iun prevailed 111

rlw ATD mh td lIll. TllIIS I while It shQr t-t~rm coofiult:ant h perhaps :Lo
a IJU.sitiLlII as till "outsider" to suggest a broad conceptual framework,
lIli.llly u[ tIle Jt'taill:l will 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
cUllcerueu, dlbcu.ssiolls shuuld begin vJithuUL delay if 111iti8tion of the
program 1s desired this yeacj April af'd ~1ay are the crucial decision
making months.

a. Size of the program.

·'Il view Ill' tile ~n\lll!elltly ::;Clisible desire of PIDAC to utilize the special
pr,\grlllll I~x(;lusivl'ly tor the linuncing of items tIUIl: are not presently
CL)'Jc'red by ei ther PIOAC or ONCAD, and tha t these items tend to be rela
tivdy 'ol;tly, it Is believed that the allocation of the equivalent of
~1.2~ mil1iun during the initial implementation phase of the project
is a reasunable sum. D1sbursement of this amount would provide an ave
ruge eq liva]ent of about U8$5,000 lJer village currently "encadr~", It
woul~ b~ well to allocate a ~enerous amount for disbursemene during the
fir-ot yt.:ur ill order to avoid discrediting Lh,-,. program inthe eyes of the
villagers if demands anti PIDAC-a-pproved proj ects were to exce.ed finan
cial aVailabilIties. Any fUlids unditibur~ed Juring the first year can
be roll,~d over the secolld yt:ar·, and second-year new disbursement plans
can be HBjuHted (up or Jown) to take account of first-year experience.

011 Ua.: other halld, n~strtllllt ::;houlu be exercised by both AID and PIDAC
in teems of prumoting a predetermined rate of disbursement for its own
sake.
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Pre:;:;ure in this sense on the implemen ting agency and through it on its
field agents can tend to lead to ill-conceived " pro jects" leading to
10an delinquency and ultimate discredit for the program and the agency.

It 10 u~Jsullled till:; initiul allocation could be supplemc~nted in future
years if the experiences are positive and if AID continues to give
financial ::iupport to the lower Ca:;amance development program.

b. Objectives anti purposes.

l'h(: 1I101.n focus of the toitiul program may well be that expressed by thl:!
tliCl~clur uf PIDAC, i.e .• Its Utle titl a tool tu prolllote grcl;lLer willillgncl:lu
III J-lurllclpuLelll Lhc bruLll!\'r u~i)h'ctl:l uf its program. In thiB context,
it will be useful to bear in mind that credit is indeed but a tool,albtdt
WI illlpUCLUIIl UIIL:, [Ul- iltH;UI:LlIg tI levl,l u( workillg tlnJ IllVCtl\..nll::nt cupl
tal required to achieve a given level of productivity of land and labor.
Implemcnting officials shouLd not be tempted to consider the special
credit as a vehicle for giveaway~ to attract clients. Fundamentally,
lhe spcclul lund must be used for technically, economically and social ...
ly feaslbl~ investments designed to create new income flows for the
IJurruwlllg gruup. lllU:;lIlu'll :') Llle lllVefillllL:IILtJ w111 teno co be of U IH.I.-

ture and size that exceed the needs and repayment capacities of indi
vidual pruJucers or fl:lmili<.;s. they should also constitute - as previous
ly mentioned - a powerful tool for reinforcing true cooperation and
cu-responsibility within the group concerned.

The cOllsul tiinto and PIDAC lire in gent::rl.ll agreement with the type or in
vestments contemplated in the Project Paper. However, both doubt the
wis durn of introducing credit for building materials and medicines at
Lhi.::; LlI\lL~. iluilJlllg IIwteriul:; do not :;eem tu huve a hi~',h priority in
11111 l:Y',H III rIll' villal'.I'rH. Mureover. any indebtedness on account f)f
eCLlIlOlnicu 11y Ilull-repruduc ti ve expt:ndi cures Ii t: u time when the pea
~ants can hardly repay their annual crop credits would only add fuel
La the fire. The same can be said for medicines; in addition, there
IIOW appears to be a special program for muking medicines mOre readi
Ly CtvUilable ill rural areas that would make their inclusion in the
PIDAC credi.t redundant. It is suggested that, if AID and SOMIVAC find
that there is a real tel t need for help in housing ilUprovemunt and
medicines, these materials be provided through donations, rather than
til tll~; \'uT'ln or credit.

As rc:gards ecol1umlc 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
ul1utilized or underutllized products.

... / ...
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!'alm "i-I prL:sses and kernel crushers ore an example, especially if it
c.:iJI1 bl~ shuwll LIIilt: Lhe value uf LhL: pullll I rult prouuctloll foregone be

CIJUSU or [Ilppillg 01 Lrees fur palm wille is grel;iter thall the value of
the W;_l1(:.

li. Tiley should result in freeing family labor - male and/or feDll.lle 
durill t; l"ull cmploymcilt seUSlll1 for pruuuctivc activities the marginal
returns from which exceed the amortization, depreciation and operating
cost of the investment.

Hi 'L: 1111"'Hllt~U; und 11I1111; eun be 1:111 l;xlllliple if there is u shortage of
female labor fur rice tnillsplanling, but they CUllnot be an end to thelll
sl·lvcs 1I1\lvss UI\d LIIIL!] ml.lrketl.lble Hurplu::le!:l of rlce ure produced.
Draft animals or, better, two-wheel tractors, and their respective im
pl.erlieuLs, arL:- l.I11otller eXlllllple if 1:U1tl wilen there is II real labor cons
traint at planting time owing t~/the simultaneous exigencies of the rice
paddies and the uplands plots. -

iii. They should allow increasing labor returns by expanding the land
11'1:11 lhal" ,'IJII he clilt-ivdtl'cl wh(;)rc lubor, rath(~r than lund availability

t s the a bsuI u t l' COil S t r a i n t •

Animals and traclors and their implements are again examples.

}J Tile contillllallt would diticourClge the introduction of draft animals
ill lavor of SInall tractors for the following reasons:
(1) The Oiolas have no tradition in the use of draft animals; since
an.1mals 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;
(L) iL SeL'III:-.i Lu be impossIble, or, at the vcry least, eXlremely 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
o~ell frolll uther I:::lhnic groups (usually from outside the projct area),
i L is j Uti l as well to spend th~ cash -or buying lrac tors.

... / ...
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Lv. i-Jill'rc land livwilubilU'y if> the fundamental constraint, they should
<tllow uppcoprititc intensification of land use, provided that the margi-

Ild·l n2l U 1I1 S l.tlll !JilY lu r LlIU 111 ves Llllell L.

EXa.lllpli:~S tire irriga tion and other wa ter managemen t works of all kinds,
accompanied by crop diversification for market production. In order
to crt::u tc useful cmployluent during the dry season and reduce seasonal
llligratioll where the opportunity cost of the migrant labor is very low,
i.J purl-ruud, part-ca:.;h sy:.;tem of labur remunerution might be devised
lu accumpllny a loan for essential materials or equipment rental. Other
'xiJlliples ure pli.lIILuLtlJll~i ul fruiL bearl.ng or [orL:sC treeH with l:lpcclt11
lUllg-ll:nn creul t l.ll·ovlslonl::l for lIH: lutter.

v. Where essential services are lacking, they should serve to create
nOII-agricul tura 1 CllIp loymcll t oppor tuni ties the returns from which will
puy lur the investment.

Simple equip na1t for black::omithing, carpentry, mechanical repaI7s, etc,
UCcLllllpulII.eu by upprLlpriul.c l.nlin1.ng, full into tId::! clltegory.-

c. InstltutilJllul und tLlIi.lllclul urrallgementll.

The types of illvestments to be financed through the special credit pro
grtull arc 1I0t outainublc lhruugh ONCAD chuone1s. The machines, equip
IIll~11 t, fje'd~ anu tree saplings or grafts mus;t be specially ordered by
PIDAC dir~ctly [rom suppliers. Hence, there is no reason to involve
ONCAD in the operation except when borrowers make a payment in kind
o t a. conmlOdi Ly tha t is pruchased and s tared by ON CAD •

i, It is proposed that the credit funds be deposited in a Ziguinchor
bank in a special accuunt to be opened by PIDAC. Since PIDAC will
l't'cbUIIlUbly cUlltinuc Lhe established practice of supplying the capi
Lal goods to the borrowers, rather than cash, the fund will serve
primarily for paymen t of the suppliers. Such payment, to the exten t
thut it is in uccorJance with local practice, should pruvide" a small
udvanCl~ with the order, the balance to be paid on delivery. Assu
lIlingtllH t the guods ure delivered to the borrower - or picked up by
h ll.1 - at; soon u~; r'ccived 1n the PIDAC warehouse, thc 1ni tial da te
Inc till: loun debit would Burmally coincide with the .date of full pay
Il1t"n tLl Lhe :'llpplierj this would tend t.o facilitate bookkeeping.
(III 1ILl cu~e :.;ltuulJ a lLlan Lieblt bt: entered prior to full supplier
paymen t).

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
dlt~ and some of the wire teeth. Also, an expensive Taiwan-made rice
mill wot> not functioning for lack of a sparF~ part for the engine that
(,LJIIc:eivubly cl)uld be rt.:produced in a semi-sophil:iticated district work
shofl.
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.i I.. Dllpl Lca t," forms shuuld l~xis l tor Ll1l.' 10l:in transac tions.

lllll' JUI,llcIJ(l' wIll ue Llil lile ill LlI~ ioli'lJl'UPlil:iL:l; 1'1lJAC olli<.:t::; the uther
will I., 1'1'1'1 I,y II", I"JI'n'wl'r. '1.'1", IlllllIl, will lilll'w "II dl'l>llt; UIIl! L'l· ,J1Lt\,
d~j well as Llie description uf thE: guuJs ill question, the respective items
to be initialed each time by the authorj,ed representative of PIDAC and
of the borruwer. (This is considen:d ur substantial importance for the
crl~a't1ull ur llluLutil guudfuiLll anJ ul peu:..;' lit 8warl::Uess of their rights
and responsibilities).

i J j. H('quL'st~; and oppurturlilie::; fur i.llv'sllut;nts wLll be screel1ed and/or
idclIlilted iii the first instance by Lllc vulgarisllteurs; the latter will

,','('I']V(' Ilppr,'prL.lIU t',lILdul\l"~ r 'g:trdlll/; 111L' criLt~rlH tu ue uIJplieJ tiL Llwir
level. All proposals will then be subjected to technical and socio-eco
110lllie appraisal by th~ chef de ,one alld the intendant. Appropriate but
simple guidelines and forms will be issued to them. Final approval -
or disapproval - will be i~tiuej by thw juillt SOMIVAC/PIDAC credit com
mineC', which will be constitllted in /.Iccurdunce wll'h the (ll~cil:iiOl\~ of
llll' rl'~p 'cL1.vl' dlrl'cLur. AL leu~L IlLlll <judl,tiied n'prL,sclltativl: o[ th~

prugrullI Jlurtlcip<lllts :>lIuuld tuke purt ill the delibera.tions ilt both Lhe
:£Ulle and headquarter!;; lcvel~. Any further cV\lIplication of the loan aft
proval :>ystem should be avoided.

iv. In vrJec tu assure thaL ~he mll~t uplJrvpriate equipment or material
is provided in each case, PIDAC's purclll:lsing manager should consult the
competent locally assigned technical dssi!;;tance personnel as well as
objective experts in Dakar. Equipment should be ordered only from firms
thut guurantl::C adequate service und purt:>; tv the extent feasible and
lllgully permissible, then~ ~ltould I)(~ maximum slanJurdh:ation of Hirni
lar pieces of equipmenL and machinery throughout the project area.

v. Basic maintenance and service should be the responsibility of the
borrower) and local tal en t should be u~ed for this purpose to the ma
xtmulll rl~IJ:;iul' eXll~llt, ill /.lcc.:urdallce wilh puLnt b, v above. PIDAC'/:i
vulgarisateurs will exercise continuous vigilance to this end. They
will provide aSniHtllllce and UUViCl' whl,rC n('CL1L:d, CJ,lIU rcpurt wilful
""i~J J/!,l'lll'V Lu Id~~II(~r 1J1IlllortLy. WiJ<.;re ::;uciJ 11.l,;glig~nce is not prollllJ
tly Cl~lIll,;dil,;d, PIDAC will withdraw the item in qUE:tition from the borro
w~r Hnd will charge the dupreciation to that date to his account. In
lllilC eLise, LlIl,; burrowllr will llwe Oilly sa'iJ depreciation, less whate
ver share of the principal sum has been amortized.

vi. Loans for machinery and equipment should be made for a maximum
of flv<.; years. Since the equipment will presumably begin producing
rL'VPlIlle :Jt llnce, a grace period wUl not be neCCfll1ill"Y.
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Fdr f1x~d investments such as wells,'\small dams and other irrigation works,
dlld tree plantations, longer term loans might be contemplated on the basis
u( financial analysis of the project. In the latter case, a grace period
wit] also be required until the trees begin prodJlcing. For bananas, one
yeur will be sufficient, but other fruit trees:Oespecially forest trees, •
wLll require longer grace periods. It is suggc~ted that there be nu pay-
III '11 t:. wha t':wcver during the grace period and tha t the in teres t accruing
dudlq~ UU11l IJ 'duJ be uJJeJ LLJ Llie prillc.l.lJul IlUlll Lu be umurLizeJ dudllg
rill" I'lly-I'H('ll jJlr!",d. 'I'IIU Jlrucl' ruJ~\'llon nwtlwu 01: u\1)()rclll:61tiun ill

sugge::>lcd.

vII, Tilt; II1lbb",uLu<J L'ILu)'uul nile lu Illu CuUlt'ul UQIlk 1
tj Pl.'uLut'ullllC1!

d i ::;('<11111 t' fa t~ rllifi rwopoi-n r/:i. i-n line wHh rhe r~ t:~ a~rf\tld wHh t:he
LHIW IUl' lile seJl11uu pnl.iel:L.

1\1 II .., 1'lu""""1 tlllll,'. Ill'll I.qlu I", I,", IHOI,.CIIL, lylll~ Ll. 1..,.1 llao CO'I"

lCll] Hank di~coullt rate will allow adjuotment of the actual rate.
at such time as the 8CEAO agrees to a general change in the overall
rate structure (see .J]J. above). Such possible future adjustment,
of course, should cover only new loans made after the effective date o·f
the adjustment.

•
viii. Silll:t: PiUAC io nul a bank, it io aosumed that all costs of £l.U-
mill tSlL'ring the crud.l.l: purtillll of its prognuu will be covered by ita ~

operational budget. Ina~much. as the AID contribution is in grant _
form, there seems to be no reason for charging any interest to PIDAC.
PIDAC 1 s credit fund will have thus a potential annual net income equa-
11.ng 7.5 percent of its accounts receivable. On a c80h flow busio,
tlliH lnl:ome nwy be slightly l:illlaller during certain years depenuing
un the amount of loans outstanding that provide for a grace period.

ix, . :rhe in teres t lncome wi 11 be designed to increase the nominal
vui~~ u[ the credit fund which, it 18 aStiumcd, 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 maint.Giln tht: fund's real value. Nevertlleless, as shown in the
early part uf this report, this is a normal situation in Senegal
unJ iH offset. where required, by additiunal resources from bud
get funds or from the Central Bank. It should not be of any con
CL~rll lor AID.

x. In addition, the interest income will protect the fund to some
degrt:e again~t loan defaults, which it is hoped will be kept to
a lIl1.lIimulll becaul:ic each application will be carefully screenecras
to its viability and the per~onal credit-worthiness of the borro
wer grLlup. !'1ureuver, the deb Ls incurred by borrowers under this
progralll will not be subject to such annual rollover concessions or
dt;bt forgivene~s a5 may continue to be decreed by the COS for its
prugrun~e agricole or similar production loan programs,

•
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Tilis :;:Iwuld IlOt imply tllat !JIDAC lIldy 111)[ cunsider the need for some
11'lh'l llil U 1'lHi '-bY-CUHl~ l>:.t:d!J. II"WI'VI'I, ::ucll l'llll1iLdllrullun wIll I>t:

l'll.l: 'pllulluJ allu, it l'l'lid ~s F,lilllll,ll/ll will uilly bll ill the form
01 relillarlcing and £II: full l.ntereHl. -- it will be of the utmost im
port<Hlce that the peasant communiti~,s ullut::['stand this from the outset
i 11 u r d l' r t () cl v 0 t c.I c I) I) f U H i l>Il 1.1 nd r r i l' l j "01 •

xl, A 11IL'u'l hUllk wL1'I ltlJVt' lu Ill' I'III/\C'u I LlllJuclul Hljl'lIL.
rf AIl) is able to advance sufficient funds to allow PIDAC to maintain
tl c'cr ltl ill mlillmulll uillance .in i Ls dL:fJU:: i L, Lhl:: UcHlk IIlCiy be willing to
walv~ any service fee.

xU, Tile pussiui Ii ty or d~lIlandillg SL' 'ud ty dL:pusito uf borrowers hllo

1'1'.'11 dllll'\tlJlil'J wILli 1IlUAl~. ~;LJl'll 1111111111.11 IkpulJJl.u <It'Ll IJl'lHH.!llLly fl·qul
n'd of harh the ONeAl) cooporativco and -he PIDAC groupements for nor-
IIIUJ IJJuJuL'Llull cceLlLi, Tiley ttl": ~UIJ1,u",~J Lu b1:lL11..:L' 1llLece::lL but Lhel ...

sCatus tws nut been invcstigutuu by IIII' CUlloultunt. It i8 suggested
that such security deposits would be reJundant in the case of the spe
cial program in question in view of the other safeguards that are
pruposL:J. They would repn~scnt a filldllcial hardship tor the borrowero
11" the amounts were financially significllllt in relation to the amounts
ur till: tUUIlt]; if they wen: llOt, Lll..:y wlluld be Olcunillgl..:titi sylllbo:b.

xiii. A lJerlllllJs lIlure uselul lllecll<llll::,Lll W<.IS also discussed. Till::! wuuld
consist of an annual deposit for depreciation of equipment to be made
by the borruwer. This would in ~f[ect cunstituLe concrete collateral.
More importantly, it would allow the borrower to replace or complete-
ly overhlJul the equipllwnt ul tile 1'l1cl or llH 1.1(;cl"ul life; alternutively,
1L wlJuld constitute a savings I1CL:UUllL J rum which llew types of invest
IlIl:llLs cULlld be lillallc.~J, perhups ill cUlljUllctiull with a new loan.
The depreciation deposit would be calculated by dividing the price of
lhe cquipment by tile stulIdlJr'u numbcc uf yeucs ot u:;~l.ul lif~ t:stimu
ted for each item, plus the eSLablished interest rate to compensate
fo~ price increases. Normally, the number of years of depreciation
deposit would be greater than the amortization period fa the loan.
In tht case of non-equilJlI\enL loans, a sumewhat different method will
111'1:d to hi, dl'vIHI'U, 1l1thOlIf',11 the pl'l.n'-lple would h., ,.d,mil.r.

In addition to its slJecific purposes, the depreciation deposit would
serve to introduce the concept qf saving into the peasant society in
a manner that will be generally ul\(lerstoud, owing to its being tied
lo tl1\; l-l:pliH:('IWll ellS llf' tIlL' or'Lglnul Investment.

!/ Since the loans are collectively guaranteed, there will be no need
for cre~it life insurance.

... / .. ·
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KjV. JI wIll Ill: Ill:l"l':J:lUl"Y til CHIllllltHII, HI the v:f]lago l~vul. u syst'm
111Ci1 will L111dw the Ilpl.linlt:ss" accumulation of the cash required for the
Jupreclation deposit. (The alll'ual loan amortization would presumably be
due at harvest time, as in the case of other loans). This could be ac
clJlllpllshcd 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 caV8r operating and routine maintenance and repair costs that require
cash payments outside the village.

V-I T _
. ~;()~I<_(?2..!,I.i\'l'!':I<i\L i\SSUMl''I'lOl~S AND SUCL:I';STTONS FOR EFFECTIVE PROJECT

Hll'LEMI~NTi\'L'ION .

On the basis of the brief time the consultant spent in the country.
11IId purllcuJurly ill Lllc pl'uJl:c:L urcu, iL wUlIld bu pruuulllpl:lIllllli to
pretund to secund-guess the project preparation and implementation
process. Moreover, the scope of work does not call for such lin
evaluation. Nevertheless. inasmuch as the special credit program is
nor designed to - nor can it - operate in Ii vacuum, the consultant
wished to make a few points that are not specifically related to
crf~dll hUL will, in hls opir1"lon. impinge on its effectiveness and
vltlbiliLy.

B. Project management.

All concerned are aware that the project as a whole is way behind sche
dull". Tilis is not considered necessarily harmful, as it may merely
reflecL th~ unreadiness of the implementing institutions to proceed
iH'cordtng III tltl~ original schedule, .which always tends to be optimis
tic. Institution-building requires patience. The most important
'Ullt;i;deH.I!:iUI1 1:; pcrhupti to uvoidallowing certain operational 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
po sible to implement the special credit program until PIDAC got it
sel g~ared up lor the job.

1"rum Ull opl.:ri;! tluna 1 pain t of view, one uf the. main pro blcms - common
to AID proj ec ts and mostly beyond the-, con tr01 of the missions con
cerned - is the lack of continuity in project management and n~nito

ring. It is satisfying co know that a competent resident project
rnana~er is bein g contrac ted on a long- term basis.

... / ...



from th~ poinL of view of technical impact of the credit program as
pacL uJ the oVl:rall development elfLlrL, tlw following considerations are
llfferl:d:

b. Tilt: 1. imi ta tions of rice.

Tdngiblt; increases in peasant income:s <lIIJ marketable produce will not
lil' forthcoming from rice in the shoet run. The best that can be ex
Ih:'l\ld I:; IllIll tlHi rUrl-ll IIrell:; will .-.'111,1 ill ~;L:]I-illirfici,tlnt. The in
creasing salLlIity, problem, related parlly tu the unfavorable ra,infall
l'dlLenl III r 'l.:L:lIt yL:urIJ, cuul'lLlu wiLL :duw IJl-ut:,rL:~itl 'ill wuLcr I:l.IIU 1:1011
mill\agenLl~l\t works, would seem to miliLate against this. The implica
11,')11 I'll 1- II" credit prllgrum II> thul, ill prl.lIciplc (i.e., barring
pIL1UHUllt' hllrpr1.Hl:s) invlo:stlllICnts in lhl' ~i.c..: production chain should

!l" IIIlHil- 111 till' lunUlll l)1'i1l1lti, Illil lit; ('II'd'jl. All ~"ilH \lolI1L~d uut 111 V UIlU VI 4.,i1
1l111IVt.:, 1',-"dI.L lur r1 'I~ lI.1.11,lfi.. tl,rl,:.I,I'I,', Wid lid 1 LillI,!, L:lIld.pmcllt oholiid
be gnillLeJ uilly where it Cilll be :>ltUWII LlLdL ;jucll illVt.:otlUlCLlt will reliult
in marginal returns to "liberated" labor in other activities that will
pay for the investment.

c. Land use alternatives.

In udJ1Llull, relH,arcll UIIU eKlvllslull errl)!-lS 1il1l1uld be dirlJcted heavily
towards land use alternatives (including double cropping with or without
Irrlgu Lf llid fur llll ~iWIIIIIII UIIII !'lIlUe! rt L't' lIrull~; uplulld rtee growing
should probably be discouraged. One alternative for the chronically
l:iiillllC urcull thul Jucs lIuL :iL:elll lu lIUVlJ bt.:cn conHld'lrcu bUL might
merit investigation is piticiculture, including shrimp. It should also
be borne in mind that the continued existence of a relatively undis
turbed mangrove l:nvirunment Is ICtitiential tor continued shrimp harveo
Ling ul( t!le ClllHil 'In view u( lhu \IIW\gruvl'H 1 role in the breeding cycle.
NeverthelCI:lIJ, eh'l IIwngrove il.oelf can also be £In important permanent
/iuurc.:c uJ: incullle <illd fut.:!. tvILlIl!"ruvc 1/i U [uot-gruwillg, IOclf-repru
ducing plant which, under rational, non-destructive management can
yield a perman<:.nt output of charcoal. This activity can also absorb
II l',l)Ol! delll uf IJlu ury-:;ud:lUl\ 1ubor.
There is little or no reference to manioc in the documenta~ion revie
wl"l. Yel', j - IIt'eillS III IlL: ur u curLuln importance in the local di.et
und ts luund gruwtllg til small putches in most villages. Perhaps
there is tou much emphasis 011 grain crops.

d. Farm machin..:ry.

Much resl:C1rch and development needs to go into simple mechanization.
Ie hus been learned from reliable authority that the implements being
put on thi; Inarket by the government-owned corporation, SISCOMA, is
(,itt'l) L1I1'sarisfuclory tu:d of poor quality. PIDAC staff affirm that these'
LIl'l,.>1"\lll'IlI:S can be us~~d, for exampl e. wi th any brand of two-wheel trac
lur pruvi.dll\g il three-puint hitch, but they seem to be unconcerned with
tlie apprupriateness and quali ty of the implements. Moreover, it ap
pears surprising that ISRA's rice research station has neither a pro-

grulIl 1\I)r staff fur research in farm machinery and equipment .

.. ./ ...
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Such a ci:lptlbiliey, unless it ~xists elsewhere in the Casamance, should
be created without delay and should, of course, be concerned with the
[-illage, harvesting and primary processing of all crops.

e. M<uketing and traru:iportation.

The lower CaS!:lml:lllCe is 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 fruit trees
are able to exploit the fresh ground water table without the need for
lnve::;[ment::; in wells and water liftin6 lkvices and without the risk
of seriously lowering the water table. However, there seems to be
lIt LlL: IlwUrellcH:-J or till) lIlLH'kclillg prullllllHlS 011ct~ thll I;lIlull local Ull

mand has been filled. There is certainly a great potential demand
III Dukur, Ilut LU tipuuk uL uxpurttJ: b<.lIIUIIIlS, lur L,xumplu, are impor
ted from Guin~e, and table on.ll1ges frum 1'1orocco.
Hut translation of this potential into effective demand requires
all efficient and low-col:it trun~port system between the lower Casa
mOllce dnd Dakar (if not with Europe). Such a transport t;ystem does
110 I.: exis t. In view of the uncer tuin s td tUt; of the can!; true tion of
a bridge across the Gambia river, it cannot be foreseen whether,
und when, an adequate road transport system will be provided. The
completion of tile road network, through 'l'1.lrnuacounda is not consi
dered to be a viable alternative. The growing coxt of motor fuel
1IIust be considered, and the fact that Senegal's peanut oil exports
are beginning to be barely sufficient to cover the cost of petroleum
imports.

The consultant was lIot able to obtain data on the real cost of truck
transportation between Ziguinchor and DakaT. ON CAD , flat rate to and
(r"111 "outly1.ng C1reas" is not specific enough. It is said thClt 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 ti.nw 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
porI.: cosU;j there do not appear to be any studies of the po"tential
and problems of coastal transportation between Ziguinchor and Dakar,
nur is t,erious consideration being givcu to this possibility.'- Yet,
~tguinchor has a 200 meter concrete dock which only needs loading
Hilli unluudillt:!, equilJment, as well as virtually unused warehouses,
and it is visited occasionallyeven by small tankers.

... / ...
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A 11'w lhuuSand tuns of nwrchandise were still bein~ unloaded at Ziguin
cilGr as lat" as 1978, but hardly any goods were being shipped out by
sed. Even ONCAD' s fertilizer is brough t in by truck.

Tile problem (asiLle perhaps from indifference) appears to be the eKCee
Lljl'gly sl allow draft at dockside as well as through the broad Casa
IIldlH:e .estuary, especially at low tide. Maximum depth of the water Is
~;"Iid [ll rilllgl' b'lwl't.:11 flve lind liix IIll'tl'rl'. Dn:dl'i.lIl~ nf the dOcl<Hlde
,111.1 plUll-'l'llull LL'I>lU slLLillg wuuld Jppl'ur L'J be celalively simple,
1,"1 ell ,'eli'. I Ill!, /I ('II/JIIII"l I.Il/Ulql,ll LIIl: "~lllltU'Y wuulcJ pl"\lut.lbly ltl.lVC Lu btl

f'l'peated livery year. An alt.ernalive solution worth exploring could
I,c' lll.e U:H' of slwlJow-drllfr harg"s rhal Clllil t he t-nwco alollg til" Cll/Hlt
I,.,. :""LiW'Jl I.lly Llq~Ji, llJ lh' <:XclIWlg,:d j Lll" sllalluw-drul t tugs at the en-
I 1,111\',' I,l till' I':; 111111 Y.

I,. ,,11111111/1 J y, will I" 1111' I ;11' III IIl.lY I'I"IVI' III\' dllllVll L.:llllllld"l:U LJ.ulll:l Lu lie

idl<: laYllllW'S speculation,it is believed that a sizeable development
,~frllrt- ~jLlcil ciS that being supported by AID for the lower Casamance
llIakes ,III i.OVI~S t iga t1<)O mandn lory.

Til,' 1I,,,,d fllr, I.Illd rl'll~dhlllly or, prll(,IJHSIIII~ plLlllt~1 should ultlO UC
:.Iudl"d ill lids CUlltllxL.

I, S'lCi,il Qrgdnisiltiun, credit and price policies.

Till' up 'cidt credtL pl'ugr"alll wLit be the tJirecL respunsibility of PIOAC.
Yct, ONCAD or its successor agencies (a radical reorganisation is said
I u be iIllPClldillg) will continue. to play an important role in supplying
COlicine input:;; <mel marketing crops. It is submitted that their SilC

l'l'SS will depend largely Lln d complete redirection of the "cooperative"
')/'\l,iJlIisi:lli.UlI lilll.! "credit" <ipprul1t:h - both of which, in social terms,
!'<!'Jl' IITII ([idLe n<:gaLlvL: Lu lkLl~ - and on u clHU1ge in price policies,
wlncll arc still believed not tLl be conducive to promoting greater
dUllh'stic production despite improvements in recent years.
N lW tha l subsidies on all inputs except fertilizer have been abolished
ClIlJ, whu kllOWS, fertilizer t'ubsiJies may soon follow), farm price
dlld markeLill", polici.es will hiJV to be completely rethought.
I,'"r t'xample, tht: rL~Cellt experience with ONCAD millet purchase pro-
gralll illdicutes that it was effective only at the supply, not a the
denldnd, levl·l. Having abolislwd consumer price subsidies on rice
sume years ago with reportedly positive effects in terms of reducing
dl'l1\,lJlU, tile C()~ mit;11 t Wdll t Lu experimclI t wi th Ii cumbination o&-high
I ..HIII ~jupjJorL prices for milll"t and a subsidy on consumer prices, with
the' difference made up from the government profits on peanut oil ex
pllrts,

... / ...
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On thu other hand, the suppurt price for paddy rice is already higher,
ill t~nns uf milled rice. than the curren t landed price of imported
rice (an average of 45.2 CFA per kg vs. a farm price of 41.5 CFA per
kg of pt9dy), even considering the reportedly low qualityfo the im-
purt:;. - "'

Raising the price of rice to the consumer above the present level of
IllL) CI'A lIligltl 1Jl' lJuJ1l1cl.llly Jl111cull: It!l't't.lh IlIukc ltV :W porcwll.
of the urbun African frllli.l~ I s food budg~·t and 15 percent of the, over
all market basket, and~~6mbined price index had already gone up 80
percent from 1972 to 197~ following substantial farm price increases
und, elilllinutiol\ of consumer subsidies.

II It lu tJ\l~KI~HrL\d rhut polley makers make use of thtl data contained
111 LulJlw 1. p. 1') uJ. <..ul.

"
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ICAP l'l'AL SUl'PLlED I.lY J::X'l'ERNAL AiD AGENCiES.

(0) WU1U<.ING K1'lUWLEDGE UF FllliNClI. I!KE1o'EHAilLY. AilJLITY TO CONDUC1'
\'

JNl>El'ENUEN'l' lHSCUS~lONS IN lo'lU::NCH WITH SENEGAl-ESE OFFICIALS.
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(I:.) A WELL IlliCOGN1:l.ED AlJ'l'HUH.1'l'Y IN THE CllliDI1' FIE!.D. IN ORDl::R TO

EN~Ul-u.:: CllliDUHLlTY AND KK.JUaKX llliAL1SM '1'0 THE PH.OGltAM DEVELOPED

I.n: !l1M.

J. IT 1S ESTIMATED 1'HAT THIS WORK WILL BE COMPLEMENTED IN ONE MONTH

l'l~j(llJlJ. II, AFTE1{ TilE iNITIAL HJ::Vn:W. TilE C1U::Dl'r SlJECIALIST RECOL-IMl::NUS

LUl'h..;j·J{ UUHA'1'lUN l'UJ{ '1'IIE :..iTUUY. M1SSlUN W1LLINL: '1'0 tONSl1H£R EXT~NSlON

U.1" TJ.ME L1Ml'l' Ul' TU 'l'HHEE MONTHS.

4. I.'L1':ASI:: ADVISE 'lll1:: NAMl::, lHUEF QUALIFICATIONS. DATE AND DURA'.nO,N

01' AVAILAJllLTTY OF THE SELECTED EXPERT. FOR CLl::ARANCE WITH GOS

tiEl-'Ulili STAHTlNG 'fHIS CREDIT REVIEW. MISSION ANXIOUS 'fO START THIS

.J JlJ I

STUDY ASAl) AND ~PRECIATES.PROMPT ACTION ON THIS REQUEST.

S. ADVISE.
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