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ACTION MEMORANDUM FOR THE ACTING ASSISTANT ADMINISTRATOR FOR AFRICA
 

FROM: AFR/PD, Norman Cohen
 

SUBJECT: Senegal - Commodity Import Program (685-0262)
 

1. Problem: Your approval is requested for a grant of $5.0
 
million from Section 531 of the Foreign Assistance Act,
 
Economic Support Fund appropriation, to Senegal for a
 
Commodity Import Program (CIP) (685-0262). It is planned
 
that the total life of project funding of $5.0 million will
 
be obligated in FY 1983.
 

II. Discussion:
 

A. Program Description snd Purpose
 

This program will provide foreign exchange support to the
 
Government of Senegal (GOS) to help overcome a serious
 
balance of payments problem and is part of an IMF-led
 
effort, coordinated with other donors, to help Senegal
 
address critical immediate economic needs and longer-term
 
structural problems. Disbursement of funds and evaluation
 
of the program's success is based on certain macro and
 
sector policy reforms as noted in section D.I., below.
 

Thus, up to a maximum of $2.5 million from this $5.0
 
million grant will be utilized under the "direct
 
reimbursement" procedure, to reimburse the Central Bank for
 
purchases made in the U. S. and already paid for with
 
Senegal's foreign exchange. This reimbuirsement will be
 
made retroactive to July 1, 1982 (GOS's Fiscal Year
 
1982/83), to permit quick disbursement of funds. This
 
procedure has been fully reviewed by SER/COM/ALI. No
 
direct ref lmbir;c,(ent will be made/ prior to review and 
approval by the the USAID and AIl/WT)r eligibility under 
Regulation l of all documentation submitted for 
refinb irsenLent by Son,,i ls;al'Central1 Bank. 

Simultaneou;ly, the s;tandard CIP financing procedure will 
be implemented for tie remaining $2.5 million. A 
representative of SIR/COM/AlI. spent two weeks in Senegal 
earlier this year looking into trade flows, the capacity of 
the Senegalese banking system and the private sector to 
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handle the CIP program, and was satisfied that the program
 
is feasible. (Note: Should the amount of direct
 
reimbursement submitted and approved by AID/W fall short of
 
the maximum authorized of $2.5 million, the amount not
 
utilized would be shifted and disbursed under the CIP
 
program.)
 

A second purpose of this project is to assist farmers and
 
their families by using the local currency generated from
 
the commodity sales and direct reimbursement to maintain,
 
improve and upgrade rural feeder roads. This illustrative
 
local currency program has been closely coordInated with,
 
and is complementary to, the IBRD 5th Highway Loan now in
 
final stages of the approval process at the World Bank.
 

B. Financial Summary
 

1. 	First year and life-of-project fundtng is $5.0
 
million.
 

2. 	Grant (Economic Support Funds)
 
--Direct Reimbvrsement ($2.5)
 
--CIP Standard Financing ($2.5) 

Total T($3TUT 

3. 	 Major donor contributions: In FY 81 official aid
 
flows were: France, $188.5 million; World Bank,
 
$99.7; Kuwait, $69.3; Saudi Arabia, $63.9; and
 
the United States, $35.6. No donor figures are
 
available for FY 82 or FY 83, but are estimated
 
to be 20% less in FY 83 than in FY 81.
 

C. 	 Socio-economic, Technical, Financial and Environmental

'Analys es
 

1. The ECPR has found the macro-economic 
justification for the direct reimbursement and 
commodity import prugram (balance -f payments 
suppport) satlsEactory. The rate; of return on the
 
upgrading of rural roads in this project are between 
12% and 36% and on maintenance much higher. The 
adv;mmLai, ; I,) t he rural l)0o)tll1t1 ioui of. finjrovud 
cOhlmuntcatLion illid CasI.er access,; for agricultural 
inputs have been established. 

2. There are no human rights issues.
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3. The ECPR agreed with the conclusion of the Mission 
that a categorical exclusion be granted because a 
Commodity Import Program grant is eligible to be 
excluded from the environmental procedures required in 
accordance with AID Regulation 16, Section 216(c)(ix). 

D.l. Conditions Precedent and Covenants - The grant

agrecinent will include the following conditions 
precedent and covenants:
 

Conditions Precedent 

(1) At the macro level, no disbursement of dollar 
funds will be made until the execution of a Standby 
Agreement between the GOS and the IMF for Fiscal Year 
1983-84. 

(2) For road maintenance improvement, no funds will be
 
disbursed from the l'ocal currency account until the
 
joint GOS/USAID local currency management committee is
 
established and functioning.
 

.
(3) At the sectoral level, prior to the release o' the
 
local currency, the GOS will match the first and
 
second advances by the World Bank to the OS highway 
maintenance fund -- now planned under the World Bank
 
5th Highway loan. 

(4) At the sectoral level no local currency will be 
released until the 05-establishes a plan for the 
implementation of its rural road maintenance and 
upgrading program, and identifies specifically the
 
resources, equipment and personnel needed to carry out
 
the program.
 

Covenants 

(1) A commitment in FY 83/84 to reduce by 10% by
 
December 1984 the deficit of the Price Stabilization 
Fund (Cai s_;e_dvclerequation and de Stabili ation des 
Pr x) ; 

(2) A commitment by December 1984 to reduce 
outstanding seasonal agriculture credit through a
 
reimbursement of 10 billion CFA to the Central Bank; 



4
 

(3) To select targets from the IMF 1983-1984 Standby

Agreement which are relevant to the agricultural
 
sector for performance monitoring;
 

(4) A commitment to give priority to maintenance over
 
the construction of new roads whether primary,
 
secondary, or feeder roads for the next three years;
 
and
 

(5) The local currency management committee will
 
consider the technical and economic studies prior to
 
selecting road segments for maintenance or upgrading.
 

D.2. Implementation Plan - The ECPR found the
 
implementation plTan for both the dollar-financed
 
direct reimbursement and the standard financing of
 
commodity import programs as well as the local
 
currency activity satisfactory and reasonable.
 

D.3. Major implementing Agencies will be the Ministry of
 
Equipment (Public Works Department), the Planning
 
Ministry and the Finance Ministry.
 

E. 	 Section 611(a) requirements for the dollar portion
 
have been met by the establishment of a feasible
 
system for the CIP program and direct reimbursement
 
for the dollar expenditures. On the local currency
 
side a joint COS/USAID local currency management

committee will be established which will use criteria
 
based on 611(a) requirements.
 

F. 	 Program Implementation - John Balis, Mission 
Agriculture Development Officer, will be responsible 
for management of the program, Barnabas Moseley, the 
Mission engineer, will supervise the local currency 
activity in USAID/Senegal, and Rose Marie Depp,
Project Officer for Senegal (AFR/PD/SWAP), will be the 
responsible officer in AID/Washington. 

G. 	 Other Considerations - While this PAAD involves ESF 
'fundFng, it shou lTe noted that ,in addition to the 
balance of p);aylenit s support., the locaI currency
generated wIlt be used to maintain and upgrade rural 
roads, thus providing direct benefit to farmers living 
in the areas nerved by these roads. 
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III. 	 Waivers: The draft waiver contained in Annex J of the PAAD
 

requests that the source/origin requirement for shipping be
 

waived from Code 000 (United States only) to Code 899 (Free
 
The waiver request is now being reviewed by
World). 


SER/COM and will be considered for approval after this
 
grant is approved.
 

This project was listed in the
IV. 	 Justification to Congress: 

1982 CP; therefore, no Congresstonal Notification is
 

required.
 

At both the Issues and ECPR meetings,
V. 	 Clearances: 

representatives of all relevant Africa Bureau offices, 

presk t and concurred in theSER/COM and PPC offices were 
to recommend authorization ofconclusion of those meetings 

this PAAI).
 

That you 	 sign tile attached authorizationVI. 	 Recommendati on: 

and thereby approve funding of $5.0 million.
 

Vii. 	 Attachments:
 

1. Program Authorization 
2. PAAD 
3. Code 899 Shipping Waiver
 

VIII. 	 Clearances:
 
DAA/AFR-WCA: JJohnsorff
 
AFR/PD/SWAP:GSlocum_t___
 
AFR/TR/SI)P: GThompson (draft) 
AFP/TR/ENG: BT)onnelly (draft)
 
SER/COM/A1I: Pliagan (draft) 
AFR/SWA: 	 FGilbert 
AFR/SWA: 	NMariani (daft)
 
AAA/AFR/DP: IJohn ;on 
AFR/DP:SErvc. (draftY
 
PPC/PDPR: JWolgin (subs)
 
GC/AFR: I.DeSoto (draft) 

f,J 
U:A o/Scnea 1::V[ rown/AFlH/PI)i';WAP: RMl~epp: 6/21/83 : 0422M :632-8242 



PROGRAM AUTHORIZATION
 

Name of Project: Commodity Import

Name of Country: Senegal 


Program (CIP}
 

Number of Project: 685-0262
 

of 	the Foreign Assistance Act of 1961
 1. 	Pursuant to Section 531 


amended, I hereby authorize a Commodity Import 
Program for the
 

as 

Government of Senegal (GOS) involving planned obllgation in an
 

$5.0 million in Economic Support Funds over 
amount not to exceed 
a one year period from the date of authorization 

to provide
 

foreign exchange to help overcome a serious balance 
of payments
 

problem, and to use the local currency generated 
under this
 

program to assist farmers and families 1)y maintaining, improving 

and upgrading rural feeder roads.
 

Up to $2.5 million from this $5.0 million will be 
utilized
 

2. 

under the "Direct Reimbursement" procedure to permit 

rapid
 

disbursement of funds, Simultaneously, the standard financing
 

CIP program will be implemented for the remaining $2.5 million.
 

(Any funds not used under the "Direct Reimbursement" 
procedure
 

will be added to the standard financing portion of 
the Program.)
 

The Agreement, which may be negotiated and executed 
by the
 

3. 
whom -;uch authority has been delegated in accordance


officers to 

with A. I. D. regtulations and Delegations of Authority, 

nhall be
 
and covenants and major
subject to the following essential terms 


terms and conditions as
 conditions, together with such other 


A. 	I. D. may deem appropriate.
 

a. 	Source and Origin of Goods and Services - Except for ocean 

and 	 tinanced by A. I. 1). under this
shipping, 1goods services 

source and origin in the Unitedproject shall have their 
Ocean shipping financed by A.I.D. under
States (Code 000). 


as 	 A.I.D. may otherwise agree in
the Program .;hall, except 
writing, be financed only on flag vessels of the United
 

States.
 

Apart from the standard Conditions
-b. ConditLons; Precedent 

in 	 program grantPrecedent (CPs) normally contained 

Agreement shall contaht Ci's to disbur;ementagreements, tht 

in suh,;q(.an C a; fol lows:
 

untili. No di[lbursemenL ut dollar fu'ds will be made 
between the Internationalexecution of a Standby Agreement 

Monetary Fund (IMF) and the Government of Senegal (OS) for
 

Fiscal Year 1983-84.
 

http:suh,;q(.an
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2. No disbursement of local currency (counterpart
 
funds) will be made until . the joint GOS/USAID
 
management committee is established and functioning.
 

3. No disbursement of local currency (counterpart
 
funds) will be made until the GOS's matching
 
contribution to the World Bank.'s contribution to its
 
Road Maintenance Fund for the summer and fall of 1983
 
has been deposited as provided for lidcr the Fifth 
World Bank Loan.
 

4. No disbursements of local currency (counterpart 
funds) will be made until the COS Public Works 
department has prepared a p'an for the implementation 
of the rural road maintenance, improvement and 
upgrading program, including the availability of 
resources, equipment and personnel, plus a detailed
 
description of the equipment to be used.
 

c. Covenants - The agreement shall set forth undertakings
 
provided in substance as follows, except as AID may
 
otherwise agree in writing:
 

1. The GOS covenants to reduce by 10% the deficit of 
the Price Equalization and Stablilizaton Fund (Caisse 
de Perequation et de Stabilisation des Prix). 

2. The COS covenants to reduce outstanding seasonal
 
agricultural credit through a reimbursement of 10
 
billion CFA francs (equivalent to $28 million) to the
 
Central Bank.
 

3. The GOS and AID covenant to select targets from
 
the IMF 1984-1984 Standby Agreement which are relevant 
to the agricultural sector for performance monitoring.
 

4. The GOS covenants to regularize financing of the
 
road maintenance fund so that there are sufficient 
funds to maintain the road network's maintenance 
budget (Including rural roads) over tLhe next three 
ears, and -tve priority to maintnance over the 
uilding of new roads.
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5.' The GOS and AID covenant to assure that the joint
 
management committee will consider the technical and
 
economic studies prior to selecting road segments for
 
maintenance and upgrading.
 

Date: t r( CC39-snstsant Adninistra-to-r Te-

Clearances as shown on Action Memorandum
 

USAID/Senegal:V rown:6/17/83:632-8242:0431M
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PAAD IACESHBBTO Cont, (085-022) ' 

'Agrant to the Governiment of; Senegal ia horeby uchorizod~ in the amount~<Y~Yof:$5,000,0000 for financing private ',ector. imports" dJirect reimbursement
4nd related t'chinical Rorvicost, aulijac t t4, 

<k 

the (oll16 ing turm's and <y 4conditionsa 
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'iFPocurement of goods, insuraniceWond ochnica services will be .restricted to AID Geographic Code,000'(US. only)Kaourca' and origin.,~ 

2. Funds from this grant may, bhlused to finance marine transportationservices from Coda 899 countries,... as Justiilad.in.o.x O.ean Freight

Waiver Request.
 

3. Technical assistance may include, but not be limited to, instalation 
or erection of AID financed equipment or tho training of personnel in themaintenance, operation and use of the equipmont, not inexcess of 25percent of a particular total purchave contract. Regulation1 will notbe applicable to the procurement of, technical assistance services.
 

of sugar products, palm oil or citrus products 
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Io EXECUTIVE SUHOARY AND RECOMMENDATION 

A. The Request
 

The Government of Senegal (GOS) has requested program assistance in the
 

amount of t5.0 million to help meet its immediate balance of payments
 

requirements, and requested that the local currency (1/c) generated by the
 

grant be utilized for a program of rural road maintenance and upgrading of
 

selected rural roads in areas where the GOS and the USAID are undertaking
 

joint development activities. Maintenance of Senegal's fe der road network in
 

a satisfactory condition is a sine qua non to the execution of Its Rural
 

$2.5 million of the $5.0 million is for a generalDevelopment program. 

Commodity Import program (CIP), and $2.5 million Is to finance Direct 

Reimbursement for imports from the United States to Senegal which were made
 

since July 1, 1982 (Senegal's f[scal year 1982/83). The $5.0 million 

equivalent generated in local currency will be used for the rural road 

maintenance and improvement activity mentioned above. 

B. Background 

Senegal is a moderate, nonaligtied democracy of six million people with a 

high dependency ratio (slight ly below 1:1) reflecting a very young 
at per capita income inpopulation. With a population growth rate 2.8%, and a 

falls within the UN category of low income countries.1980 of $450, it 
Geographically and strategically, it is the closest of the African States to 

the Americas with tile best harbor, airport, communications and road network in 

West Atrica. Its mature, centrist approach to international affairs has 

earned it the esteem of many Third World, Arab and Western nations including
 

the United States, giving it an Influence in International forums far beyond 

its size.
 

(Section VIII provides more information on the overall political scene, 

the GOS economic constraints, and the U.S. assistance strategy for Senegal.) 

C. Unfinanced Balance of Payments Deficit 

Senegal's current accoiint deficit in projected to be $354 million in
 

1983. To offset this deilcit the GOS is hoping for some $234 million in IMF
 

drawings; Arab and French exceptional support and other net official capital
 

Inflows. This leaves an unfinanced current account deficit of $119.9
 
;nillion. Thereiore, a tI.S. contribution of $L7.25 mllion ($5 million (this
 

a
PAAD), $4.25 million SI)F,l and $8 million Title III) would make 
significant contriltutio t,) tihe balance of payments, representing 14% of the 

as yet unfinanced potOlo of the current account deficit. The outlook for 

1984 is even more diificult nince tile flown of assistance from some of the 

major donors are likely to he le;s favorable. Therefore, tile need for this 

$5;0 million in progar anlstance in urgent. Given Senegal'q heavy debt 

servicing burden, the fact that the funds provided by All) under thin PAAD will 

be a grant, Is particularly vtluable. (Section IV.3te), "Macroeconomic 

Justification,' describen thin situation in detail.) 

1 Thle full SDF PAAI) 1i for $5 .O million, of which $O.7!, million has been set 
aside for two rechnical Annitance tudies, no the amount of direct balance of 
paymentsi nupport In $4.25 mi 1lion. 

2 $1 - 350 CFAF. 
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D. Other Donor Support 

In addition to its own self-help efforts, Senegal has sought and received 

encouraging support from multilateral and bilateral donors (including the IMF,
 

World Bank, EEC, UN, France, Arab countries, United States, and Germany.)
 

Donors have been forthcoming in part because the assistance has been provided 
within the framework of Senegal's Economic and Financial Reform Plan ("'lan de
 

(Donor
Redressement") which was introduced by the GOS in December 1979. 

coordination meetings, sponsored by the Senegalese government and th' World 

Bank, have provided a forum for coordinating and facilitating donor 

assistance.) The USATD has been a full member in these policy consultations 
with the GOS and has played a supportive role in helping guide the 
Government's economnic policy formulation and execution.
 

Donors will be focusing on Senegal's self-help efforts in the coming
 

months, and the degree of support by the major donors will be linked to ;:he
 

Government's performance.
 

E. Program Pisistance Description
 

The USAID has been asked to expand its help from project assistance and PL
 

480 food products to include program assistance. Program assistance is a form 

of help which can be used to meet urgent balance of payments needs by
 

providing essential imports (in this case a standard financing program of
 

general comnodities of $2.5 million, and direct reimbursement up to $2.5
 

million for commodities imported from the U.S. during GOS fiscal year
 
informal talks with members of the local business community who
1982/83.) 


import from the United States have been very positive and no difficulty is
 

envisaged in importing the commodities from the U.S. Both methods are 

expected to provide prompt balance of payments relief in late 1983 and early
 

1984.
 

These two methods of assistance will generate the equivalent of $5.0 

million in CFA francs (CFAF). The government has asked that these funds be 

used for rural road maintenance and improvement to be carried out concurrently 

with the World Bank Fifth Highway loan which will be exclusively f,r)r 
The two programs have been coordinated
maintenance of Sengal's road network. 


so that they are complimentary and mutually reinforcing. Rates of return on 

the roads to be improved run from 12% to over 30% with returns on straight 

maintenance much .higher. Should there be any additlonal foreign exchange 
costs incurred by the increased activity (e.g. for additional road working 

now with theequipment), fund:; are available under the loan being negotiated 
World Bank and from German sources. This is not txpected to be a major 

requirement since, private contractors will be usied for 25% or more of the work. 

F. Program A&qbitance Benefits 

Senegal will benefit from the program assistance provided under this PAAD 

in the following wayl 

- Commodities needed by the Senegalese economy and financed by the U.S. 

under this general import program of $2.5 million will be brought in 



-3

by the local business community thus saving the GOS foreign exchange
 
and generating an equivalent amount in local currency needed to
 
finance the rural road maintenance program mentioned above.
 

Foreign exchange ($2.5 million in U.S. dollars1) will be provided
 
under the direct reimbursement procedure described above, and will
 
generate an equivalent amount of local currency.
 

Local currency generated will go to meet a tight GOS budgetary 
situation and will assure that adequate funds are available over the 
next two years for maintenance of the entire classified rural road 
network of 728.5 kilometers. The activity will also provide the 
funds for the upgradfN, of 353.5 kilometers of existing feeder roads 
that directly relate to rural development activities undertaken 
jointly with the GOS. Close coordination with the World Bank in the 
development of this project assures its complimentarity with the 
Fifth Highway Loan now in its final stages of negotiation. 

To help assure that the total road network will have adequate maintenance
 
funds, the (;rant Agreement will contain a condition precedent that no money
 
will be released from the Special local currency Account for this activity
 
until the GOS has deposited its share (50%) of the Road Fund. Actual payment
 

is due by the end of August 1983. The Rural Public Roads department will be
 
required to prepare, prior to disbursement of the local currency funds, an
 
annual plan and budget with due attention to how the 
.overniaent plans to meet the equipment needs. In addition, a covenant will be 

included under which the Goverment undertakes to "make all rasonable efforts 
to regularize the financing of the road maintenance fund so that there are 
sufficient funds provided annually to maintain Senegal's road network in a 
satisfactory condition, and that these budgetary provisions, over the next few 
years, will take priority over the building of new roads be they primary,
 
secondary or feeder." 

Thlt economic evallial ion of LIlil GOS activity peruormned by an economist and 
engineer from Louis Berger DiternatLional states: "The project is economically, 
bechni,:ally and organizationally sound. It will permit the full realization 
of development projects, allowing corresponding increases in agriculture 
productiun. Improvcd .ind properly maintained roads.; will end the isolation of 
villages otherwise cut off from markets, services, supplies, etc., especially 
during the rainy season. Vehicle operation costs will be reduced. The need 
for large investments for infrastructure renewal will be delayed and the cost 
reduced." (See Section V and Annex G for a detailed description of this 
activity.) 

(I. 	 Recommendat ions 

USAID/Scnegal recommends approval by the Assistant Administr,,tor for 
Africa of this reques;t for program assistance from Economic Support Funds in 
the form of a grant of $5.0 million. Of this amount $2.5 miLlion will be 
lirect reiml-ursement of commoditien imported from the U.S. during Senegalese 
fiscal year 1982/83, and $2.5 million will be for a commodity import program 
with standard financing. Any funds not used for the $2.5 million net aside for 
direct reimbursement will be shifted to the CIP program with standard financing. 

I 	 For items imported during )'S fiscal year (1982/83)
 
(July 1, 1982 to line 3(10, 1983).
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II. AID/W INSTRUCTIONS AND QUESTIONS
 

Instructions for preparation of this ESF PAAD were received by the USAID in
 

State 257886 (Section 6 to 8) dated 3/3/83, and State 040289, dated 2/11/83.
 

Both telegrams are reproduced in Annexes 0 and P for ready reference. 

The USAID in Dakar 5345 dat#ed 3/8/83 selected Option Number 2 which proposed 

submission to AID/W of two P'AAD's of $5.0 Dil]lioii each. One is to use 

ESF-fiuancing with genera. commodity imports (this PAAD) and the other is to 

use Sahel Development Funds to finance a Fertilizer Commodity Import Program
 

(CIP). Local currency (or counterpart) generated in both cases would be
 

placed in a special counterpart account at the Central Bank and would he used
 

to support Sonegal's long-term development program for ,specific activities 

approved by the joint GOS/USAID local currency Management Committee set up for
 

this purpose. There follows a list of points and questions raised in the two
 

telegrams from Washington with appropripte comment.
 

wouldA. AID/W: The $10.0 million in SDF and ESF funds ($5.0 million each) 

be to provide immediate balance of paymentb relief and to achieve support for
 

key reforms being considered during next year. Local currency generations
 

would result in a pool of resources to support activities requiring local
 

currency financing. 

Response: Senegal's balance of payments deficit is critical, and the GOS, 

IMF, and World Bank have all suggested to the USAID that a larger share of its 

assistance to Senegal be in the form of program assistance (or nonproject 

assistance as it is sometimes called). This assistance will also support key 

reforms considered as part of the Government's Economic and Financial Reform 

Plan ("Plan de Redressement") and its agreements with the IMF and the World 

The balance of payments relief provided by the general commodityBank. 

imports and direct relmbursonent of past imports from the U.S., pl-is th,! local
 

currency generated under this PAAD will be used to support Senegal'a long-term
 

development goals and encourage specific policy reforms at the sectoral level.
 

B. AID/W: A macroeconomic analysis is required for both programs justifying 

the need for $10.0 million in foreign exchange assistance, placing the reform., 

in the context of tile IMF/World Bank/GOS program, and summarizing the 

objectives of the .plan. 

Response: The macroeconomic Justification (See Section IV below) shows
 
in 1983 will be $119.9
that the estimated unfinanced current account deficit 


million after deductions from all sources. Therefore, the total of U.S.
 

program assistance of $17.25 million, including I'L 480 Title III, will
 

constitute 14% of the as yet unfinanced portion and is very much needed. This
 

amount should assist the USAID in continuing its positive influence on the COS 

in carry i ng out Its Eco ,i Ic and Financial Reform Plan and encourag I , it to 

live up to Its c ommitment. to the IMF and the World Bank. 

C. AID/W: The ESF activity as approvtd for development of the PAAD would be 

a $5.0 million life-of-project activity. A General Commodity Import program 

would be firinced, and Eligible commoditien would be established by AID 

Handbook 19 Append >' B. A catitionary note revlte,; ito tht need to Identify 

commoditica for whill disbursements can be quickly made, thereby producing 

immediate balance of paymentit relief. 

le, 
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litt;cpnse: The ES' pro)grjiiu is divided into two $z.5 million segments. in 
order to provide immediate balance of payments relief it is proposed to use 
the direct reimbursement procedure for up to $2.5 million for imports from the 
United States made during GOS fiscal year 1982/83 (i.e. 6/30/82 to 7/1/83).
 
Government and local importers are very positive about the possibilities of
 
obtaining the appropriate documentation from the Central Bank here, and the
 
suppliers' certificates from the U.S. suppliers.
 

Major local importers of commodities from the U.S. were contacted and they 
were optimistic about tle prompt use of the $2.5 million for general imports. 
In 1981, imports were $42 million of which $27 million or 63% was for food 
products from the United States. The remaining $17.0 million offers an 
adequate margin for the quick use of the funds made available under the 
general import program. 

D. AID/W: It must be demontrated that the local currency activities
 
selected are exclusively financed with local currency. The activities need
 
not be described in detail; however, the mechanism for the review of the 
specific proposals, and tle establishment of a segrated account must be 
described.
 

Respon;e: A joint GOS/1ISAID local currency (counterpart) Management
 
Committee will approve the disbursements from the special local currency
 
account 
 based on specific activity proposals from tile technical ministries
 
concerned. The 
 procedure and critiria for I/c project approvals Is summarized 
in Section V.A. and described In detail in Annex G. This procedure will 
assure that activities approved by the Joint Committee will meet basic AID 
criteria for project selection. Even though the rounterpart funds belong to 
the Government and All) environmental standards are not obligatory, copies of 
the AID Environmental Handbook will be made available to the members of the 
Joint Committee and the Committee Secretariat. hndor thi-s PAA only onv local 
currency activity I!; proposed -- Rural Road Maintenance and imi povement. (See 
Section III. E and Annex G for an illu:.trative description). To the extent that 
any idditltoal road workln equi(pment Is needed, it will b, financed from the 
World Hink Fifth llighw.y l,oa.n now In final ntags of negtiat I,. 'hi:s loan 
is exclusively for road maintenance. The GOS/World Bank project has been 
coordinated with this activity. Equipment already exi;ts at the regional
 
level and 25% of the work in (done via private conrrtors.
 

E. \ID/W: Mission should relate ESF proposal to entire reform package to be 
subjct of negotiation with the Goverrujent of Senegal. Negotiations should 
not be compartmentalized by assistance Instrument. 

Respone: USAI) agrees completely with thin point. Negotiations at both 
the Lechnical and ministerial level refer to the entire program assistance 
packige for 1983 of nonproject as!'istance: ESF (this PAAD) $5.0 million; SDF 
(Agriculture D)evelopment Assistance), $5.0 million; and Title II, $8.0 
million. Total $18.0 million. 1 

4hile total assintance if, t18.0 million, from a balance of payments
standlpoint the figure of $17.25 in used since $0.75 million of the SDF grant 
in e trmarked to finance two technical assistance projects which are not 
considered direct balance ot paymt nt'u support. 

I 
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(Section VIII provides more information on tho overall political scene, 

the1GOS economic constraints,and the U.S. asaistntwndttratogy for Senegal.)
 

A. Background
 

Senegal isa modersae nonaligned democracy of six million people with a
 

high dependency ratio (slightly below 1.1) reflecting a very young
 
per capita income it
population. With a population growth rate at 2.8%, and a 


1980 of $450, it falls within the UN category of low income countries.
 
nnce84i road'netwoek eril~ if
Gographically and strategically, itis the closest of the African States to
of 	Senevalyfede
devnerlomentuacivitiesphaier 	 if 

the Americas with the best harbor, airport, communications, and road network
Sie t 	 p ofhats Ran
l codition isram ua oo executione lxn tr
iat factr~y

inWest Africa. Its mature, centrist approach to international affairs has 
Reithmburment fr ot fmhe U~nitedPhSfateo SeP)nna whicho Ser:made
earned itthe esteem of many-Third World, Arab and Western nations, including
 
the United States, -giving itan influence inIntornaitional forums far beyond
 
its size.,i
 

sector of the economy. WhileAgriculture, including fishing, is the prima 
for 30%. of Gross Domestic Product (GDP), 70% ofagriculture only accounts 

Sonog4i's populntion Ilves In the rural Area~s and piroditcc' more than half of 
if 

the total export earnings (mainly groundnuto). 

While literacy of the adult population Is around 10%, Senegal has a broad 
technicians whichevur-doepaning nticleus of well-trained civL1 scrvants And 

gives the country substantial capacity to utiltzn economic and technical
 
assistance and to put into affect development progri~ms. 

Senegal has a modust but atctive private usuctur (if iincourAging potential, 
has bean developing its tourism and marketing of winter vegetables in 

- - -and 

Europe. Ithas m~ida substantial efforts in recent yaars to develop its major
 

1984, a privately run, world-class fertilizer
rauourca--phosphate. -In 

-	 - -mineral 

facility will coma on stream using the Locally-mined phosphate, and mixing It 
with imported sulfur to make Diammonium Phosphato (DAP) and Triple Super 
Phosphate (TSP). While the complex is mainly for export, part of the
production will ba sold on the domestic market. 

As pointed out in Lho Country Developmant Strattuily Statement (CDSS) for FY 
1985, Senegal is insubstantial balance of payments -difficulties* Senegal's 
current account deficit is projocted to be $354 million in 1983. T'o offset 

I 
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this deficit the CO is"hoping for some *234 million inIKFdrawings Arab and 
French exceptional support and-other net officil capital inflow., This 
leaves an unfinanced current account deficit of*119.9 million. Inaddition, 
in 1984, the situation;iolikely to worsen sinc sinterest payments, put off, 

.in the 1981/82 debt rescheduling exerciosewill begint come due$ '
Senegal 
foreignexhange reserves are almost nonexistenht. While theyrosefromu$76. 
million (3 day supply of imports) in 1981 to *8.6millonin1d982, clearly
Senegal cannot rely on Its reserves to finance a deficit of this sie While 
the West African Monetary Union (WaiU) allow' Senegal to bontinue to function 
as long as It has-CFA francs (CFAF) to buyjforeignehxchange in Frenchforeign 

-77-- _ i ei ---- -_1__ AU-ie-____f t--- :fi fr exceedin j7 oveirdraft 
ceoilingsand credit restrictions which limit the use of this facility. Net

foreign capital inflows in recent years have bean modest and insufficient to
 
offset the BOP~gap. Therefore, balance of payments' support invital.
 

LSAID's proposed package of $17.25 million in 1983 in program support
 
(SD., $4.25 million;1 ESF, $5.0 million; and Title 11, $8 million) is 14%
.*0 
of the unfinanced portion of thes projected 1983 balance of payments deficit of 
$119.9 million, a significant amount from the Government of Senegal's (GOS) 
point of view. The grunt terms of tho program aid are also of major,
importance due to Senegal's curreunt debt problems. The COS has had soma 
difficulty meeting the targets met out in the INF Standby Agreement for 
1982/83. Neither the IM nor the World ank have released the funds remaining 
under the Standby arrangement and the Structural Adjustment Loanh 
respectively. The IMF and GOS have decided that the 1982/83 standby cannot be 
completed as scheduled and are currently working out a new agreement for the 
COS's 1983/84 fiscal year which begins July 1, 1983. (The-above points are 
discussed in more detail in Section IIIC below and In Section IV* 
Macroeconomic Justification.) 

In Addition to itu own soif-hoip efforts, Senegal has sought and received 
encouragina support from miattlntiral and bilaterAl donors (including the TM?,
World Bank, EEC, UN, France, MAtb countries, United States, andGarmany.)
Donors have been fortlicoming Inpart because the -assistance hiss been provided
witin the frameork ofC Svleeul:u Economic and Finarncil Reform Program ("Plan
de RadresshomentN) which wits introduced by theG008 inDecember 1979. Donor
 
coordination meetings, sponsored by the Senegase Government and the World 
Bank, have provided atforum for coordinating and facilitating donor 
assitance. The USAID hins been n full member In theme policy consultationx by 
the COS and has playd a supportive role Innhelping guide the Government's 
economic policy, formulation and ox~ecut ion. 

Itiswithin tite context of ti policy dialogue that the USAID has 
been asked to expand its hlp from project assistance and PL 480 Title III to 
Include program assistance. Tis isnitform of aid which Ismost helpful in 
meeting urgent balance of paymonts neejds and In providing local currency (1/c)
(counterpart funds) required to carry out essential programs In the
agricultura/rural sector-activities which are basic to Implementation of 
Sonagall'Reform Plan and achiuving its ling-term development goals. 

1 80.75 million of the $5.0 million of SDF funds will be used for two 
technical nssistitnce studies, and isnot considered direct balance of pay. 4.nts 
supports 



Bt Program -Benefits 

1. Senegl benefit' from the program assistance provided under this IMD 
in the following vaya

a Dalanco of paymrrts support will be provided in two ways. 
Commodities, needed by the ftilegalse economy and financed by USAtD under the 
general import progrm of $2.3 million, will be brought inby the locall
business community thus saving the 00l foreign exchange. Inaddition, foreign 
exchange, up to $2.5,million, will be provided under the Direct Reimbursement 

* procedures for imports from the U.S. in, 1982/83. 

ctvtr
doIueirie
b- Local currenc 

*reimbursement programs. taken,.together will generate counterpart inthe;.,
 
equivalent of $5.0 million. The local currency so generated will be utilized
 
for n two year program of rural road maintenance' (728.5 k1.,), and upgrading of 
rural roads (353.5 km.) in areas where the GOS and the USAID have joint 
development activities. Maintenance of the nation's feeder road system is 
essential to progrebs in theOrural areas of the economy. 

2. USAID benefits from the program assistance provided under this .AAD 
in the following ways a 

A. Macroeconomic policy level dialogue as it continues between the 

005 and USAIDZv become more meaningful with the provision of this 
$5.0 million Inbalance of payments support, especially when taken In 
conjunction with the other forms of program assistance (507 Agriculture 
Development Assistance FAAD, $4.25 million1 and Title 'IIl program, $8.0 
million) totaling $17.25 million or 14% of the unfinanced portion of the 
balance of payments gap. The IJSAID supports 005 efforts to carry out its 
Economic and Financial Rotorm plan ("Plan do Redressement") as vell as the 
nOd for the 005 to live up to Its commitments to the IMF.i 

ba Sectoral leval influence Is Important since the $0.0million in 
local currency vilJ provide resources that otherwise would not have been 
available. This aspect is relevant in the came of rural roads. In the past 
several years, the Government has been unable to finance adequtely the 
maintenance of Its rural road networks This locAl currency activ~ty will 
represent over 89. of the rural road mait otnanrc. budget and 75% of the fundt 
allocated for improvement of existing feeder ro.-so A major policy point with 
the Government vill be the necessity to regularize the financing of the road 
maintenance fund so that there are sufficient funds provided annually to 
miintain Senegal's road network (including rural roads) In a satisfactory 
condition, and that these budgetary provisions, over the next few years, take 
priority over the building of new roads be they primaryp secondary* or 
feeder* (A covenant is planned for the Grant Agreement on the above policy 
point). In additiong to help assure that the Government's self-help ef forts 
are forthcoming, a condition precedent to disbursement of the local currency 
will be its deposit Inthe Road Maintenance fund of Its matching contribution 
to that of the World Bank. (Mateo The loan agreement for the new Fifth 

I Since $0*75 million of the $5.0 Matin $OF FMAD Is for two technical 
assistance studies which are not considered as direct balance of payments 
support, $4.25 million Isshown as the SDF amount. 
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f. Prospects for economic recovery will depend heavily on GOS
 

political will and determination to proceed energetically with its medium-term
 

program for economic and financial reform. ilowever, it is clear thats (1)
 

economic stabilization is likely to take considerably more time than
 

originally anticipated (2) stabilization remains the most urgent task facing 

Senitgal today; and (3) given the necessary pace of adjustment, substantial
 

external assistance is both warranted and required over the next three to four 

years. 

g. The GOS, in recognition of the importance of pursuing economic 

adjustment, is in the process of negotiating a new 1983/84 Standby arrangement 
with the IMF. It is e.pected that agreement will be reached in July or August 

with presentation to the IMF Executive Board in September. 

2. Background
 

On the balance of payments sides
 

- the economy has tended to be increasingly dependent on imports 

to satisfy current consumption needs which have no offsetting
 

impact through an increase in domestic productive capacity;
 

- the external terms of trade for Senegal have deteriorated since 

1975 more quickly than on average for oil. importing developing 

countries as a group and it would appear that this tendency has 
accelerated since 1982; 

- the overall balance of payments deficit continues to increase 
despite recent improvements in the trade balance due to a
 

decline in capital inflows from $208 million in 1980 to a
 

projected $138 million in 1984;
 

- an increasingly importait item in the balance of payments is 

interest payments on outstanding debt which will have grown
 
(taking into account projections for 1984) at an annual average 
rate of 17% over the period 1980-1984, despite successful debt
 

reschedulings in 1981 and 1982 and assuming an additional debt
 
rescheduling in 1983.
 

With respect to the puiblic finance situations 

- the GOS has not been able to increase receipts substantially in 

recent years despite compliance with IMF recommendations for new 
tax measures; 

- the largest Item in public expend]tures is public sector wages 
and salaries whose short-term compression will be difficult due
 

to severe pressure on the government to act as an employer of 

last resort;
 

- since 1981 an increasing drain on the expenditure side is the 

cost of maintaining a subsidy of about 30% to peanut farmers 
(estimnted at about $33.6 million in 1981/82 and projected to be
 

about $66.3 million in 3982/83). 



3. Mainr features of the GOS Economic and Financial Reform Program
 

The GOS medium-term Economic and Financial Reform Program continues 
to provide a sound basis for economic recovery in Senegal. The program 
outlines reforms designed to affect 1) the public finance situation 2) the 

balance of payments 3) price and wage levels 4) investment and 5) the
 

agriculture sector.
 

a. To rectify the public finance situation the GOS has undertaken 

tot maintain the rate of growth of current expenditures below that of current 
revenue, reduce the share of outlays on personnel and reduce the role of 
public enterprises tn the economy and improve their financial management. 

b. To prevent further deterioration in the balance of payments the 

reform program calls fort the introduction of a more restrictive credit 
policy, the adoption of a foreign trade policy characterized by the 
progressive introduction of subsidies on nontraditional exports and fiscal 

duties on imports, and increasingly restrictive ceilings on new external 
borrowing. 

c. With respect to prices and wages the GOS is commited to: the
 

progressive decontrol of prices (largely completed), the fixing of producer 
prices at the highest level possible and the containment of wage level 
increases.
 

d. The investment targets in the program are clearly unrealistic
 

and are currently being revised downward.
 

e. A comprehensive program of agriculture policy reforms designed 

to: increase production, reduce costs, improve farmer participation and 
enzourage the role of the private sector is included. Progress has, however, 
been disappointing due to difficulties experienced in altering institutional 
arrangements and winning a( eptance from powerful groups in the rural sector. 

4. Policy dialogue and reforms 

In the context of d:n(',h;sions with the IMF and the World Bank and 
taking advantage of USAID's substantial field presence to maintain a 
continuing dialogue with the GOS, USAID has demonstrated its full support for 
Senegal's efforts to implement its. Economic and Financial Reform Program. It 
is the Mission's view that the most effective means of pursuing this course is 
by seeking regular consultations with the IMF and World Bank on the types of 
macroeconomic reforms which are compatible with political stability in Senegal 
and as appropriate tying U.S. program assistance with GOS acceptance of all IMF 
standby or extended facility agreement. 

Recent evidence clearly demonstrates that the GOS must accelerate its
 

efforts to implement economic reforms at the macro level in order to reverse a 
deteriorating trend in both the balance of payments and public finance 
situation. If important measures to check imports and government expenditures 
are not made urgently then Senegal may be facing a more critical situation 

next year, particularly in view of an expected decline in exceptional balance 
of payments aid. Hence, USAID/Senegal believes that it is necessary to make 

ESF and SDF program assistance €onditionnl on GOS agreement with the IMF on a 
1983/84 standby arrangement. The IMF is currently adopting a politically 
realistic but ft rm am), roach In 1i tn nepnlr nn witt lhe (Os. ) 
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Commodity Import Program and Direct Reimbursement
D. 


balance of payment support are envisaged undcr
Essentially two forms of 

this PAAD. The first is a general commodity import program of $2.5 millicn 

which will be worked out with Senegalese importers--in particular those who
 

U.S. trade statistics for 1981
have had previous imports from the U.S. 
 8% of all 
indicate that Senellal's imports from the U.S. were $42.0 

million or 


import needs for 1983/84 are expected to be at least equal
GOS imports. U.S 
to the 1981 figures. Some $27.0 million of this wads food imports ($11.5 

million financed under PL 480 programs); this still leaves $15.0 million in 

nonfood imports from the U.S. or a comfortable margin for the $2.5 million in 

general commodity imports under standard financing rules proposed 
in this
 

Local importers contacted are very optimistic about the quick drawdown
PAAD. 

imports under this program.possibilities for 

The second method is designed to provide immediate balance of payment3
 

up to $2.5 million through direct reimbursement of imports already
relief of 

during GOS fiscal year 1982/83 (7/1/82-6/30/83). Con,.acts


made from the U.S. 

with importers and the Central Bank indicate that the documentation 

is
 

available, and that major U.S. suppliers would be willing to 
cooperate in
 
Under this syitem
certifying the origin of shipments made during FY 1982/83. 


it is planned to have the documentation in, processed, and approved 
by January
 

(See Section VI, "Proposed Commodity Import Program," for a 
full


1984. 

analysis, and description of how the two methods will be implemented.)
 

Local currency (counterpart) will be generated in the following 
fashion.
 

for the general import program, the importer will be required to make a
 
credit in local currency.
of the dollar value of the letter of
deposit of 25% 


The applicant bank will transfer these funds to the Special Account 
in the
 

Central Bank set up for this purpose. The importer will be required to
 

arrange for a bank guarantee for the remaining 75% payment which will come due 

six months after the shipping documents have been received. This six month
 

delay in deposit of the remaining counterpart is designed to offset, to a
 

expense of shipping a substantial part of the commodities on
degree, the added 
U.S. Flag vessels. It is expected that the first letters of credit will be
 

opened in January 1984 with 25% of the 1/c deposited, and the remaining 75%
 

deposited by September 1984.
 

For the direct, reimbursement , once the documentation has been approved by 

checks for the amount approved (up to a total of $2.5 million)AID/W, dollar 
the Government of Senegal. The Government willwill be issued in the nme of 

to deposit the equivalent amount of local currency (counterpartbe required 

funds) in the special local currency account set up at the Central Bar" for
 

as of the day the dollar check is received.
this purpose 

E. Local Currency Use for Rural Road Maintenance and Improvement 

tinder this program, approximatelyLocal currenry , : ,rated 

$5.0 million in CFAF, will be utilized for maintenance and upgrading of
 

the three main geographic areas of joint
Senegal's rural road network in 
and Casamance). In

USAID/GOS cooperation (i.e., the River Basin, Sine Saloum, 


order to provide maintenance coverage for the full range of World Bank
 
in the Thins and

financed rural roads, some maintenance work has been included 
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Louga regions as well. Local currency funding will provide for a two year

activity under which a total of 1082 km. of rural roads will be maintained,
 
repaired, and upgraded. 
Some 728.5 km. will receive routine or periodic

maintenance, and 353.5 km. will receive upgrading. 
 The latter group will be
 
limited to rural roads which support specific development activities where the
 
absence of upgrading would limit the economic return on the investments
 
already made (e.g., irrigated perimeters, integrated rural development sites,
 
etc.).
 

The GOS/USAID view this project as 
one of high priority in terms of
 
essential rural infrastructure which must be maintained if 
the Government's
 
overall agriculture development program is to be successful. 
 Louis Berger,

International, in its economic evaluation of this local currency project,

visited all of the sites and calculated the cost benefit ratio for the

individual sections of road to be maintained or upgraded. 
On upgrading, the
 
economic rate of returns were from 12% to 
36%. The rates were calculated
 
conservatively, not including the substantial social benefits which would
 
increase the value of the program 
 Routine and periodic maintenance have 
higher rates of 
return. Louis Berger, International states regarding this
 
activity: "The project is economically, technically, and organizationally

sound. 
 It will permit the full realization of development projects, allowing

corresponding increases in agriculture production. 
Impr~ved and properly

maintained roads will end the isolation of villages otherwise cut off from
 
markets, services, supplies, etc., especially during the rainy season.
 
Vehicle operation costs will be reduced. 
 The need for large investments for

infrastructure will be delayed and the cost reduced." (See Annex G. for a
detailed description and analysis of 
this illustrative project.) The GOS and
 
USAID concur fully with this assessment.
 

It is expected that the program will be csrried out under the Public Works

Department using its Rural Roads Maintenance Brigades, its regional Public
 
Works offices, and private contractors. As much as 
25% will go to private

,:ontractors, largely small entrepreneurs. However, some of the more
 
,:omplicated work will involve some of the larger construction firms based in
 
Senegal.
 

Funds have been set aside to allow the Government to survey the priority

needs for further rural road maintenance and improvement. While the current 
1082 kilometers has adequate back-up studies, any substantial additional work
 
would require economic and technical studies.
 

This project has been worked out 
in consultation with the World Bank which

is in the final stages of negotiation for its Fifth Highway Loan with the
SIenegalese Government. The Bank project will be limited,oxisting road network. The principal thrust 

to maintenance of the
will be the care of primary ;ind

uecondary road, with the GO' concentrating on Rural Road maintenance with the
 
local currency funds generated under this PAAD.
 

F. Development Impact and Policy Change 

Specific benefits to the Gov2rnment and the macro, sectoral and
sub-sectoral effects are dircussed in Section B above, entitled, "Program
Benefits Summary", and spelled out in more detail in Sections C to E above
describing the ,pecific elements of the $5.0 million grant: BOP support,
general imports and direct reimbursement, and local currency use.
 



this section is to underline that program assistance is
The purpose of 


particularly effective, and can effect policy even though the amount provided 
foreign exchange requirements of may be relatively small in terms of the total 

Senegal or compared to other donor contributions. On the other hand, this 

the specific activity being supported.amount may be very large in terms of 

the rural roads maintenance and upgrading activity
For example in the case of 


being financed under this project, it represents 16% of the total Road
 

the budget line items reserved for rural road
Maintenance budget and 66% of 


maintenance and Improvement. A major policy point with the Government will be
 

the necessity to regularize the financing of the road maintenance fund so that
 

annually to maintain Senegal's roadthere are sufficient funds provided 
network (including rural roads) in a satisfactory condition, and that thente
 

budgetary provisions, over the next few years, take priority over the building
 

of new roads be they primary, secondary, or feeder. (A covenant is planned on
 

this point in the Crant Agreement.)
 

The staff level nt-got tat ions and Ministerial brie-fitn.4 surrounding this
 

PAAD have provided significant opportunities tor a policy dialogue on the
 
that Senegal'!; road network canl be
absolute budget priority required so 

maintained in order that the other investments In agriculture can be
 

effectively utilized. Opportunities to encourage proper policy go beyond tile
 

rural road element which is very important in and of Itself. For example, in
 

addition to the covenant mentioned above, one of the conditions precedent to
 

the deposit by tle Ministry of
disbursement of local currency will be 


Equipment of its contribution to the Road Fund which covers the funding of
 

Under the new Fifth Highway Loan being
road maintenance in general. 

negotiated with the World Bank to allow tle road maintenance to get off to a
 

this year, tile World Bank vill be putting 400 million CFAF into a
fast sLart 

revolving Road A,:count in early summer with the Government having agreed to
 

put up its share by August/September 1983. Future contributions by the Bank 

will be par passu on a matching basis with the GOS. This CP will riot only 

help assure the (OS portion of the funding of road maintenance for the entire 

also help ensure tle Gcvernment's contribution to this fund
system, it will 
our rural roads segment of
which includes the amounts needed for support of 

the total program. So the broad-based nature ol the re-source transfer under 

this program assititance grant (ESF) is providing opportunities that might not 

have presented themselvea (or would have been severely limited if tme aid had 

only been in the form of project assistance). 

By assembling all of the program or noimproject assi stance (ESF, his I'AAD, 

SDF$ $4.25 million;1 and Title 1ll, $8.0 million) in the 1983$5.O million; 

million in program
program, tile USA[D has a package of some t.17.25 


assistance. Thi., represents 14% of the unfinancred halance of payment gap.
 

This direct participation in meeting the foreign exchange needs has provided
 

with tile GOS, IMF, and World Bank on Senegal'scredentials for in-depth talks 
structural problems. 11F ecnonomists have welcomed ISATD' ; interest. Recently 

the Fund was briefed on the situation inthe U.S. Executive Director to 


Senegal by tile USAID macroeconomist. It is thil.; cooperation and solidarity
 

with the other donors which is helping persuade 	 the GOS to take the difficult
 
IV below that are absolutely
"helt-tightening" mnastres dv;cribed in Section 


vital for the Senegalese Government. An example of this cooperation is the
 
that makes disbursement of any
Condition Precedent In this Grant Agreement 

dollar assirtance under this PAAJ) subject to the GOS working out with the IMF 

a Standby Agreeme!nt for 1983/84. 

T . _l7-i--m- i -I till,' 5.) mill ion im for two tchilmical kii141t ,ine ,mt lidtSS-ni 

which doei not provide direvi lance mif mntpllOtpilymtmeltto 
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Lastly, and perhaps most importantly, Is the Government's perception of 

the U.S. as a reliable source of multi-year economic, technical, and food 

assistance continuing far beyond the one year life of project under this 

PAAD. It is this implied continual multi-year support of the Government's
 

Economic and Financial Plan which has given, and continues to provide, the
 

U.S. Mission with policy leverage over and above the amount of money provided
 

for in this PAAD.
 

Therefore, the approval of this PAAD for $5.0 million, as well as the 

other elements of USAID's program assistance package, in essential to the 

successful continuation of this policy. 

G. Conditions Precedent and Covenants 

Apart from the usual statutory and administrative requlr'ments, there 
follows a list of CP's and Covenants prepared especially for the draft 
agreement (See Annex C for the full text) proposed under thin PAAD: 

"Section 2.1. Conditions Precedent to First Disbursement. Prior to the
 

first disbursement under the Grant, or to the issuance of AID
 

documentation pursuant to which disbursement will be made, the Grantee
 
will, except as the Parties may otherwise agree in writing, furnish to 
AID, in form and substance satisfactory to AIDa
 

((a) and (b) are standard).
 

"(c) A procurement plan including the procedures by which all
 

procurement financed under this Grant will he carried out, the 
criteria and prordures for determining Importer eligibillty and 
foreign exchange allocations, and the mechanism for publicizing 
procttrement and making awards. 

(d) A written statement that the Grantee has sent a formal letter to 

the International Monetary Fund (IMF) setting forth Its proposals for 
a IMF Standby Agreement for Senegal's fine.11 year 1983/84, and 
written confirmatlon that this proposal In acceptable to the IMF." 

"Section 2.2.. Conditions Precedent to Disbursement of Local Currency
 
Generated 

(n) No funds will he released from the special Local currency 
accoutint to le ustalbi Inhtd in the Central Bank until arrangements for 
a Joint GOS/USAID Counterpart Management Committee have boen 
finalized. (See Setlon 5.1 (a)). 

(b) No funds will be released from the special local currency 
account (counterpart) until the road maintenance revolving account to
 
be established with the assintance of the World Bank under the Fifth
 
Highway Project Is operational, and the agreed upon matching 
contributions due in the summer and fall of 1983 have been deposited 
by both the Bank and the GOS; 
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(c) No funds 	will be released from the special local currency
 

(counterpart) account until the Public Works Department has prepared
 

an acceptable plan for execution of the Project, with guarantees of
 

equipment and personnel availability, and detailed description of
 

the equipment to be used".
 

"Article 6: 	 Special Covenants Concerning Program Implementation and
 

Achievement of Program Objectives
 

Section 6.1 	 Efficient Import Procedures. Grantee covenants to undertake
 

measures necessary to assure that its foreign exchange allocation and
 

import licensing systems work efficiently and enable private importers,
 

including small value importers, to participate fully as beneficiaries of
 

this Agreement.
 

Section 6.2 Road Maintenance Budget. The Government covenants to make
 

all reasonable efforts to regularize the financing of the road maintenance
 

fund so that there are suffi lent funds provided annually to maintain
 

Senegal's road network in a satisfactory condition, and that these budge

tary provisions, over the next few years, will take priority over the
 

building of new roads be they primary, secondary or feeder.
 

Section 6.3 Road Maintenancc and Improvement. Grantee covenants that it
 

will ensure that proper arrangements are made for execution of any addi

tional design and technical studies which may be needed for this or future
 

programs.
 

Section 6.4 Periodic Consultations. Grantee and USAID agree to meet
 

periodically, but no less than annually, to discuss the progress of
 

implementation of the aforementioned covenants, to discuss the status of
 

the economy, 	associated economic issues and the relationship of the AID
 

program to those matters".
 

Section 6.5 	 Macro-economic Reforms.
 

1. The Grantee and USAID covenant to jointly select specific targets from
 

the IMF 1983-84 Standby Agreement which are relevant to the agricultural
 

sector for performance monitoring.
 

2. The Government covenants to the deficit of the CPSP (Price Stabilization
 

Board) by 10% by December 1984.
 

3. The Government covenants to reduce outstanding seasonal agricultural
 

credit through a reimbursement of 10 billion CFA by December 1984.
 

H. Compliance and USAID Position
 

The Embassy/USAID position on compliance is clear. In the unlikely event
 

that the GOS does not live up to its agreements concerning either the dollar
 

import side or local currency use agreements, and if all dialoCue and nego

tiations fail, USAID would cut off the funding of the specific activity, or
 

if the money was already spent, refuse to consider any future funding. If a
 



- 17 

fundamental issue was at 
stake in which the principle could not be compromised,
 
or modified, the entire USAID program would be put in abeyance pending resolu
tion. For example, one of the Conditions Precedent cited in Section G above,
 
makes all dollar disbursements under the Grant Agreement (except for the Tech
nical Assistance Studies) subject to the Government's working out a Standby
 
Agreement with the IMF for 1983/84.
 

Having said this, one 
should stress that if the USAID continues its policy

of financing activities where the objectives are the same or complimentary to
 
the Government's goals, this eventuality need not arise. 
 Should differences
 
ippear, sound analytical rationale would be furnished to the Government
 
explaining the U.S. position. 
This would be coupled with a readiness to
 
listen to the Government's side when there are disagreements.
 

I. Conclusion and Recommendation
 

Given the Government of Senegal's request for program assistance (see Annex
 
B for text) to help alleviate its serious balance of payments problem, and
 
the need to use the local currency (counterpart) funds generated from this
 
program for cessential rural infrastructure (i.e., the maintenance of its
 
rural road network and improvement of selected rural roads);
 

Given the economic policy, program and implementation information and
 
justification provided in the preceding sections and tables;
 

IT IS RECOMMENDED THAT: 

The Assistant Administrator for Africa approve this request for progrant
 
assistance from Economic Support Funds (ESF) in the form of a grant of $5.0
 
million of which $2.5 million will be used for a general commodity import
 
program with standard financing, and up to $2.5 million will be for a direct
 
reimbursement of commodities imported from the U.S. during the Senegalese
 
Fiscal Year 1982/83 (i.e., 7/1/82 to 6/30/83).
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IV. MACROECONOMIC JUSTIFICATION
 

The Current Economic Crisis (1978 to the Present)
 

external factors and inappropriateTile combined impact of adverse 

government policies led to the emergence o1 a serious economic crisis in t978 

which continues to persist despite concerted efforts on the part of the GOS to 
In qeleted

take corrective action. An examination of aninl movemonts 
the rate ot
 

macroeconomic 	indicators reveals a slow but. steady increase 
in 


A - Table 1) Lo a peak of 100.1%
consumption as a percentage of GDP (see Annex 

the investment level since the
in 1981. Despite successful efforts to step up 


mid-seventies, the low productivity of capital has meant that 
increased public
 

Thus, the

investment has not been reflected by increased economic activity. 


the resource pap)
gap between aggregate demand and aggregate supply (1nown as 


the principle ci.uses
has widened consistently. The sections below deal with: 


payments and public finan,:e
of the economic crisis and the balance of 


situations followed by a description of the correctLive measures tak'n by the
 

the
 
GOS and the external support for these meat;ures; and a prognosis 

regardin4 


prospeLts for 	economic recovery.
 

1. Principle causes of the emergence of the crisis
 

tht, crisis were several. First,
 

four harvests in the years 1977/78 to
 
The causes of 	the emergence of 


drought severely affected three out of 


1980/81, combined with comparatively poor world market prices for 
peanuts and
 

Second, despite the sharp fall in
 phosphates, Senegal.'s leading exports. 


and in ,ational revenues, the Government attvmpted to preserve the
production 

Farmers debts 	were forgiven in 1978; the
 
purchasing power of the population. 


public wage bill was raised by 36 percent in 1979; price increases in key
 

imports such as rice and sugar were absorbd by government 
subsidies.
 

real GDP per capita fll by 18 percent between 1977 and
Thus, while 

to continue at approximately the samo

1981, real consumption was permitted 

levels, with the results that Senegal's cuirent account deficit rote from 3.6 

18 percent of GDV' in 1981. Although the Governitent 
percent of GDP in 1977 to 

during the 1974 conmodit:
continued large exttrnal borrowings, which began 

of defitit increiased from half of one percent
boom, Senegal's balance payments 

6.5 percent of GDP in 19:11. Mtcatuwhile, Senegal';of GDP in 1977 to 

outstanding external debt made a spectacular rise over the 
decade, from loss
 

1972 to abott 	60 percent of GDP by the
than 15 percent of GDP at the end of 

end of 1981.
 

Finally, poor managcment in the ptblic t;ec( or, including the 

to Senegal's economic and fiscal crisis.
parastatals, further contributed 


UNCAD, which held the monopoly on the provision oi inputs to farmers,
 

of more than $267 million (CFAF 90 billion). The
accumulated a 	debt 

Fund (CPSP) and the central adminin;tration also accumulated
Stabilization 

important deficits. By June, 1981 the total internal arrears of the Central
 

Government and parastatale (including ONCAD) amoutnted to $500 million (CFAF
 

million (CFAF 20 billion) more than total government
150 billion) or $67 


revenues in the preceding year.
 



- 19

2. Underlying factors explaining the persistence of the crisis
 

The persistence of Lhe crisis despite more favorable weather and
 
larger export earnings from peanut products in 1982 and 1983 suggests that 
certain structural factors such as over-dependence on too few exports,
 
reliance on imports to satisfy current consumption needs, declining prices for 
peanut oil as acceptable and relatively inexpensive substitutes emerge, the
 
continued low return on investment and high labor costs in the modern sector.
 

On the export side, Senegal continues to be dependent on three
 
exports (peanut products, phosphates, and refined petroleum products) which
 
together account for slightly over one-half of total export earnings (See
 
Annex A - Table 9). Senegal has been unable to improve substantially its
 
export earning capacity through the further development of these products.
 
Exports of refined petroleum products generate only limited foreign exchange
 
since all crude oil requirements must be imported. With respect to
 
phosphates, Senegal's total share of the world market is relatively small at
 
only 1.5% due to strong competition from other international suppliers. The
 
emergence of alternative vegetable oils on the world market (e.g. soybean and
 
sunflower seed) together with the rise in output of peanut oil have caused a
 
decline in the price which is only 54% of the 1978 level. As a result export
 
earnings is a percentage of GDP have declined steadily from about 36% in 1975
 
to 28% in 1982 (See Annex A - Table 1). 

Second, with respect to imports, the volume and composition are such
 
that import dependency has tended to increase without an offsetting increase 
in domestic productive capacity (See Annex A - Table 8). For example, the 
share of imports for food and other consumer items, which have little, if any, 
impact on the future productive potential of the economy, has increased at the 
expa'nse of imports of capital equipment and intermediate goods. One of the 
rea;ons I:; that Senegal has become increasingly dependent on food imports to 
satLsfy domestic requirements. A combination of factors, such as difficulties 
with the riarketing sy:;tcn for domestically prodced cereals, a past Government 
policy of subsidizing food imports, a taste preference for imported cereals 
(e.g. rice and wheat), and stagnating domestic rice production, account for 
thi: trend. The cost and the volume of oil imports have increased 
draatically, placing heavy demands on scarce resources. The oil bill rose 
froa $76 million .n 1976 to $240 million in 1982, representing an average 
annual Increase of 35. Recent decreases in world oil prices are not expected 
to have a significant impact on the cost of oil imports due to the continued 
wea;kness (f the CFA franc aglif ;st the U.S. dollitr. 

An a result of the tall in pricen of minjor exports and the 
sirmiltaneous increase in prices ot major Imports, Senegal has experienced a 
considerable deterioration In Ito terms of trade since 1975. (See t.nnex A -
Table 12.) Whereas the terms of trade of non-oil developing countries as a 
group improved markedly In 1977 and continue to remain above their 1975 level, 
the terms of trade for Senegal have fluctuated over the same period, primarily
in a negative direction, and have remained consistently below their 1975 level. 
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3. The present balance of payments situation
 

a. The current account
 

Hoot recent developments in the balance of payments Hituation
 

differ slightly froa the structural trends that have expLained the general 

inability of the Senegalese economy to pull out of the crisis over the la!;t 

five years. Since 1981, Senegal's trade balance has improved somewhat in 

response to the recovery of export earnings derived from the groundnut sector 

and this despite a continued drop in world prices. More favorable rainfall
 

and higher producer prices have worked to Increase the volume of groundnuts
 

marketed from a historic low of 68,000 tons in 1980/81 to an estimated 890,000
 

tons in 1982/83. Imports have increased in nominal CFAF terms over the
 

1981-1983 period but in real terms have remained at about the sam,4 level,
 
due to the comolned im,,actdemonstrating a slow-down in the volume of imporZts 

of inflation and the depreciation of the CFAF agntntit the U.-'. dollar. ( ;ee 

Annex A - Table 6). Nevertheless, the shiire (in value terms) of cu, rent 

consumption goods such as food and petroleum products in total imports
 

continues to remain high at about 50%.
 

An increasingly important item in the current account is
 

(taking into accountinterest payments on debt which will have grown 
17% over the period
projections for 1984) at an annual average rate of 

1980-1984. Most disturbing is that this growth has occurred despite two 

successful Paris Club debt reschedulings in October 1981 and November 1982 and 

assuming another debt rescheduling at the end of 1983. Although debt 

rescheduling has relieved considerable pressure on Senegal's debt service for 

the 1981-1983 period, it has serious implications for the debt service burden 
simply
in subsequent years, since debt is not forgiven but payments are 


the heart of Senegal's debt problem, which remained manageabledelayed. At 
through 1977, was the necessity to borrow on relatively hard terms during the 

poor harvest years of 1978, 1980 and i9bl to n-aintain es.iential food imports 

and a flow of raw materials and spare parts [or indtustry. Thus, external debt 

21% In 1977 to 26% in 1973, anloutstanding as a percentage of GI)P jumped from 
in currently projected to be about 60% of GI)I'. (see Annex A - Tables 13 and 

14.) 

The. GOS also resorted to commercial credit to finance part of
 

the investments under the Fifth Development Plan (1977-1981) as the flow of
 

concessional resources for this purpose proved to be lower than expected. 

Senegal is now confronted by a debt situation which is barely sustainable. 

Debt service as a ercentage of exports of goods and services is projected to 

while an 18% debt service ratio i.,; generally cunsideredreach 27% in 1983, 

to be an upper limit. Given the present circumstances, it is clear that
 

Senegal is not in a position to consider external borrowing to finance its
 
terms
balance of payments deficit and that even loans on less than commercial 


kept to a minimum.
(e.g., suppliers' credit) must be 


I Assumes a 1983 debt rencheduling and 34% without another rescheduling. 



b. The caital account 	 , +';" ' i 

A main feature f'the capital account since 1980 is the 
declining trendof 'net capital inflows to ompensae for the trade deficit, 
T'hustntcptl inf love e l+ros .1297,4 millionin 90 to $186.5h4VO, dec 9 
millionin ,1983. tatthe capital.account will leve.off.i nIt is expected 
1983 and 1984.at about $190 million. '.The decrease innot capital-inflows in 
theiresult of a numberof factor. First net public ,ector iflos vhich .......++...--fii fbecomeeaturu ofthe-capital-accountf or- the-first 

(with$208millio)bgan ton)rop~oinoI982. This reflects 8iingal's< 
efforts to limit public sector borrowing, as well as a decline in official 
concessional loans. Second, Stabel flows from the EC; designed tooffset 
decreases in export earnings as 'a'result of external factors' such as drought
or an abrupt fall in world prices for major export commodities, declinedIrom 
$80 million in 1980 and $42 million in 1981, .to nothing:'in '1982 and 1983. 
The loss of access to Stabex compensation is explained by the fact that , 

although the world prices for groundnut products have continued to falls the
 
volume of exports has increased considerably, and with it, export earnings. 
Finally not private sector inflows have also decreased since 1980' from $89.4 
million to $52.8 million in 1983; however$ a slight increase Is projected for 
1984. 

c. 	Impact of the balance of payments on reserves 

A whort-lived improvement in Senegal's balance of payments
during the mid-1970npermitted reserves to grow significantly but by the end 
of 1980 Senegal's share of 'reserveshad fallen to a bare minimum of' $7.6' 
million, or about three days' imports. In 1981 the situation' improved 
marginally and the CentralBank's foreign assets rose to $8.6 million. 
Preliminary figures for the first half of 1982 show no signif leant change in 
this situation. Clearly, Sonagal cannot rely on its roaarvos to finance a 
balance of payments deficit. 

d, 	Lmelication. of Senegal's memborship In the West African, 
Monetary Lnlon on the balance of gayments 

Senegal's membership in the West African Monetary Union (WAZIU) 
and this union's Agreement with France have special mplications for thei 
conduct of monetary policy and the balance of payments. On the positive side, 
member states pool their foreign change earnings and reserves ia common 
cioltreil bank, tho DCRAO (iiu Ceintrals de Ktti do i'Afritqi do1hOiest).
Thus, although a member's foreign exchange payments may be greater then its' 

-ruserves plud foreign liexch nge receLpts, it may draw on the excess reserves of 
other member states to fiance Its payments. Ifore importantly, Frane 
guaranteosthe full convertibility-of the CFAF saanst the French Franc at a 
fixed rate of 1 CFAF equals 0.02 ZY. Theref ore, As long as the WAMU? members a 
possess CPA thoy may obtitin foreign exchange through France's exchange market 
in Paris. Inpractice, the Buarantee is ensured through an operations account' 
with 	the French Treasury which provides overdraft faclities to the DCAO. 

+'-4hii "' a1i~m -h"'iVh:rl~oyuihpovdi+vidlll +L +Jr'•"om:IlO,I A special financing racility -et up by the ZC to protect less developed 
countries from wide fluctuations in their exportsthe pricedsof 

:!:: i :: 	 p b II opr en l iId V op :!;""i.;!l .i C' 
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are, haover,' a number of mechaniss used to. limi
-There 

credit 	expansion within WAKU which, in effeect, through the limliation 
-domestic 

on CMIY availability, place a coiling on tite IOKO's' access to overdraft 
facilities.on the operations' account, First, whenever the averaige amount of 
the BCIAO'.s not foreign assets falls short of 2OX of Its liabil.ities for three 
conecutive months, the ICIAO must reduce its rediscount ceilings, Seodo', 
regardless of. the Central lank's not foreilln &mset position,, the' ICZAD must 
give its approval for any request for A batik lon In Soneal which exceeds, 

andr a deteriorating net external position, tho'BCKAD experienced'difficulty In
 
4limiting credit expansion, (See Annex A - Table 15.) This was due' mainly 

because private banks were raising resources for lending from foreign sources 
to supplement financing backed by domestic depositse, rediscounts, and net 
money market operations to meet the Increased demand for credit. As a result, 
Senegal's foreign liabilities Included for the first time In1976 an overdraft 
on the operations account of $18,2 million, which increased in1979 to $84.6 
million, and again in 1980) to $146.6 milli1on. Since 1960, however, Senegal's 
access 	to additional overdraft facilities Item been limited. As tho net 
foreign assets of the central Bank became Increasingly negative thu rate of 
growth 	of domestic liquidity vas brought under control. 

interest costs on the overdraft facility, which vary according 
to the discount rate of tite french Central lank and Include finance charges 
(e.g. currently estimated to be about 155), have also been a deterring factor 
to further recourse to tho operations account. 

Furthermore, since 1960, Senegal has, In the context of various 
4 astabilization agreements with the 1111, placed serious limits on both domestic 

credit expansion and recourse to' new external borrowing. The not result of 
these factors isthat Senegal's CIA? availability which would allow itto 
obtain additional foreign exchange through the operations account and thus to 
finance Its balance of payments def ictg hits been severely constrained. Thus 
In 1962, due to a combination of the limts on credit expansion, high Interest 

4''"' 	 coats on the overdraft facility and substantial central bank deposits Senegal 4e 

made no additional drawiness on the ' operations account. .,', ......	 4 

In 1963 havo been a number of new developments which would tend 
to discourage sip~ificant additional drawings on the operations account. 
First, 	france iscurrently experiencing difficulties inmaintaining an
 
acceptable level of reserves due to the weakness of the French franc against 
other major currencies over the last 18 months. Thus, Franc none countries 
are bein encouraged to limit and where possible to reduce their overdrafts 
with the french treasury* Second, as a result of a slack world market for oil 
exports and recant price decreases, the reserves of tho two major oil 
exporters In the Vranc tuna (Cameroon and Gabon) lwvv dwindled and are no 
lotnjur 	suffIcint to cover other countries'I overdrnlfto which moans that the 
direct pressure on Yrancu to use its reservos Lo back the CfAF has actually 
increased. This Situation arises at an inopportulne Lime for Senegal since 
current projections Indicate that financing, particularly from friendly Arab 
countries, Is expected to decline significantly in 198). 

http:facilities.on
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account deficit. The outlook for 1984 is expected to be even more critical,
 

since net flows from the IMF, an important source of balance of payments
 

financing especially in 1982, are projected to be negative, even with a new
 

standby agreement, due to the considerable amount of repurchases required as a
 

result of previous IMF drawings. Arab sources, which have been relatively
 
important in recent years, are expected to diminish if oil revenues continue
 

to decline.
 

4. The present public finance situation
 

The impact of the current economic crisis is clearly reflected in the
 
Since 1977/78 and
financial position of the GOS. (See Annex A - Table 16.) 

particularly since 1980/81, the government has run a deficit on both its 

current and capital operatious. From 1980/81 through to 1982/83, the deficit 
on current operations wan about 4.9% of GD' and it is expected to remain at 

about the same level In J983/84. The overall deficit as a percentage of GDP
 

(on a disbursements basis which includes changes in government arrears) has
 

varied between 8.7% and 9.8% over the last three fiscal years and is expected
 
to be about 9.2% of GDP Jn 1983/84.
 

a. Current operations budget
 

On the revenue side, the GOS has not been able to increase
 

receipts substantially over the 1980/81 - 1982/83 period and this despite
 

compliance with IMF recommendations for new tax measures. There appears to be
 

very little scope for increasing government receipts through the introduction
 
of additional taxes since Senegal is already characterized by a relatively
 

high ratio of tax revenue to GDP (estimated at 21% in 1981/82). The ratio of
 

taxes to GDP is slightly above the average for other countries participating
 
in the West African Monetary Union (WAMU) and aboL 25% above the average for
 

lower income African oil importing countries. On imported items there are
 

three taxes: a basic customs duty of 15%, a fiscal duty of an average 40%, and
 
a value added tax at an ordinary ratL of 20%. The direct tax system taxes 

each category of income -;eparately and then follows up with a surtax of 

overall income. Thus, the prospects for future increases in revenue depend 

almost entirely on more tfficient tax collection and administration, not on 

increased rates.
 

With respect to expenditures, the largest Item continues to be
 

public sector wages and salaries. A recent IMF study shows that the level of
 

the wage bill in Senegal In about 28% higher than would be expected in a 

country of Sunegal'.; size and income. Senegal's elvil service was estimated 
in January 1982 at 61,000, compared to 68,600 In Ivory Coast, a ciuntry with a
 

population about 50% larger and a GDP more than three times that of Senegal. 
There are, however, a certain number of political factors, including the lack
 

of private sector opportunities for the employment of the educated, which have 
and will continue to apply severe prensure on the government to act as an 
emp; yer of last resort. Thus, the problem of containing and reducing public 
sector employment must be treated in the context of employment generation 
efforts in other sectors. Nevertheless, the GOS since 1980/81 has been 
successful in limiting the real growth of current experditures on wages and 

salaries which in local currency terms, have increased on average at about the 
same pace as inflation.
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Since 1982, the GOS appears to be stabilizing the level of
 

expenditures for supplies at about $200 million with a real decrease currently
 

being projected for fiscal year 1983/84. However, one item which will be
 

assuming progressively more importance in the current expenditures outlook is
 

interest on public debt. Debt service payments on government debt will be 
high due to the contractual debt managed by the Autonomous Sinking Fund (CAA),
 

and the need to pay off short-term arrears, the debts of the now defunct
 

parastatal ONCAD, and the exceptional aid received in the form of special
 

treasury loans. Government arrears are estimated at about t118 million
 

(approx. CFAF 40 billion) and the amount of ONCAD's debt assumed by the
 

government at about 267 million (approx. CFAF 90 billion).
 

Another big drain on the current expenditure side is the Price
 

Equalization and Stabilization Fund (CPSP). The role of this fund since the
 

GOS has decontrollei most of the subsidies on consumer goods is primarily to
 

stabilize revenue to farmers from major export crops such as groundnuts and
 
cotton. This stabilization function i',viewed as being of particular
 
importancv due to the relatively unfavorable recent world price developments
 

for groundnut products. Producer prices for groundnut products were increased
 
by 40% in 1981 and those for cotton by 13%. The object of this increase was
 
to spur agriculture production of export crops as a means of improving export
 

earnings, which has indeed occurred. However, given the fact that world 
prices are currently below domestic producer prices plus transformation cr-ts, 
the GOS tlhrough the CPSP is paying a subsidy of about 30% to farmers. The 

estimated deficit of the CPSP groundnut account for the 1981/82 fiscal year Is 
about $33.6 million (CFAF 10.5 billion) and for 1982/83 is expected to be 
about $66.3 million (CFAF 24 billion). Thus, increased groundnut production
 

which has contributed substantially to the improvement of the trade balance,
 
has an opposite effect on the government's balance of current operations. The
 

GOS is currently seeking solutions for the financing of this significant
 
deficit.
 

h. ImplicatIong of the current operations budget for recurrent costs
 

The GOS's difliculties with respect to the current operations
 

budget suggest that there will be serious constraints on Senegal's ability to 
finance the operating and maintenance costs of it8 infrastructure and 
investments. Since 1981 a considerable amount of additional aid from donors 

has been sought to finance recurrent costs and local counterpart contributions 

to development projects. The shifting composition of investments included 
under the Sixth Plan (see Annex A-Table 4) may bring some relief in the growth 

of demand for recurrent expenditure due to a relative decrease in social 

sector a(lr rtiral development inventment targets and an increase in the 
proportion ot investment allocated to directly productive sectors. 
Neverthelvss, recurrent cont minimization is likely to be an important 
criteria for project selection until the public finance situation has improved. 

Capital budget
 

The situation with respect to the capital budget has been
 

largely Influenced by problems concerning the current operations budget. 
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Senegal has experienced increasing difficulties in generating budgetary
 

savings to finance capital expenditure. Thus public savings before debt
 

service declined from approximately $7.2 million on average for the period
 

from 1976/77 to 1979/80 to minus $35 million in 1980/81. The trend with
 

respect to investable surplus has been even more pronounced and became
 
The result has been that despite debt
negative beginning in 1977/78. 


rescheduling the GOS has been unable to contribute to the investment budget
 

through public savings in recent years. Serious doubts can be raised about
 

the GOS's ability to mobilize the resources required to cover its contributLion
 

the proposed investment under the Sixth Development Plan which has beento 
the total for the period 1981-85
estimated at about $150 million or 11% of 

(sce Annex A-Summary Table 4A). In recognition of the relative infeasibility
 

of investment targets, the Sixth Plan is currently being revit;ed downward and 

will give priority to 19 major investment project. In 1983/84 the Government 
on the capital budget through increased effortsexpects to limit the deficit 

to mobilize external capital grants and a 17Z cut in capital expenditures. 

B. Corrective Measures
 

In December 1979 the GOS, recognizing the necessity to move from ad hoc 

corrective measures to a comprehensive program for economic reform and 

stabilization, launched its medium-term Economic and Financial Reform 

Program. This program has provided the basis for IMF and World Bank support 

to economic policy reform with the IMF concentrating on measures to rectify
 

the balance of payments and public finance deficits and the World Bank on
 

The following section presents corrective measures
agricultural policy. 

introduced directly by the GOS and in connection with support from the IMF and
 

the World Bank tnc.l n an issessment of COS prformance Ini ac'tually applyin.
 

these corrective measures.
 

1. The GOS Economic and Financial Reform Program
 

The Economic and Financial Reform Plan ("Plan de Redressement") has
 

three broad objectives: I) to stabilize the economy through a reduction in 

the balance of payments gap, 2) to stimulate growth and, 3) to reduce 

urban-rural income inequality. It was expected that the first threetwo or 

years (1980-1983) would be focused on ,jtablllzation and that in the subsequent. 

years the economy would assume a steadier growth path. (For a summmary of thit; 

program see Annex L)). 

To rectity the public finance situation the OS has undertaken to (1) 
current expenditures below that of currentmaintain the rate of growth of 


outlays on personnel (3) reducerevenue (2) progressively reduce the share of 

the role of public enterprises in the economy and improve their financial
 
govrnment operations the GOS hai;manangement. According to recent figures on 

in fact made some progress with respect to all three of the above. Growth in 

current revenue has been on average marginally above growth in current 

expenditures (0.8% and 0.2% respectively). Thu share of outlays on personnel 
The GOS has signed sixhas decreased from 56% in 1980/81 to 48% In 1982/83. 


program contracts with public enterprises to strengthen their efficiency and
 

to limit the governiuent's financial reupontiibility to those entities.
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As ameans of preventing further deterioration in the balance of 

paymIo thie COS Ref orm Plancallsfor: 1) the introduction of a more 
restrictive, credit policy throiugh'inc ~tis ininteroslt rat-es and the use- of'.a 
systomof advance authorizations oricredit requet xceedig' about $206,000 
2) the adoption'of new foreign7 tade' po1icy though-,te-rg 
introduction of an increase in-import dutiee"an da selective export subsidy to 
encourge sectors that offerDreal.exprt possibilities and 3) concerted 
efforts to limit service on external publilc debt to 15% of export earnings. 
Consistent with these objectives, interest rates were increased"'inl982 by-an 
average 2%. The system of advance authorizitions for credit has"been 
introduced as well as n now foreign trade policy. Debt .service payments have 
exceeded the 15% of export earnings; however, tie GOS has made effor'to 
reduce debt service by conforming with IMF ceilings on new external borroii 

and negotiating two successful debt reschedulings in' 1981 and 1982. ~ 

1)~ With respect to prices and wages the reform plan commits the GOS to: 
1) theprogressive decontrol of prices 2) the fixing of producer prices'at 
highest possible level compatible with the anticipated export priceand 3) 
maintenance of wage level inireases within the limits of the projected growth 
in GDP and domestic consumption. Since 1980, the CGOS,has made impressive<,z 
strides towards the elimination of ssubsidies eve oni sensitive food producta. 
Prices were raised by 25% for bread and sugar, 31% for rice, '39Wforgroundnut
oi,4%frwheat flour and 59% f~or gsasoline,, At present$' subsidies remain,,. 

for some' agriculture inputs .'uch as groundnuit seed' and fertilizer, and to: the 
producer price for groundnuts and tariffs on certain public services. Wage , 
increases have been kept to a minimum of about 5% in the public'sector for 
1982 and 1983 and have increased in April 'of, this year for the first time ' 

since January 1981 in the private sector. The producer price+for groundn'uts, 
which has been traditionally below the export price is now subsidized since 
domestic costs are currently above world pric!s. This is due both to the fact 
that, thle COS increaved Li' priev porhaps too shnrply tn 198L and to an 
unexpected deterioration in thu world price since, 1981. 

In the context of tie Sixth Development Plan the GOS has-set anumber 
of investment targets: (1)the maintenance of total private and public' 
investment at about 17% of GDP and public investment alone at 10% of-DP (2) 
the' allocation of, 55% of. investment to directly productive: sectors (as
compared to 47%' in the Fifth Plan), and (3) an increase, in the contribution of 
public' savings from 15% of public investient to 25% over the 1981-85 period. 
in 1981 and 1982 investmentihnn been estimated at about 20X of GDP and 
i ilveordr :lhLoI Llt prowia.*d lnj i.ILtol of tile S itlt +OuvolopmonL Plan 57% of 
total investment is to be allocated to thle primary and secondary sectors. As 
for the contribution of public savings to finance public investment the 
15%-25% target appears to be overly-ambitious inview of thle COS's current 
budi;etary difficulties. 

Given the importance of the agriculture, sector in determining the
,,2i? 

good health of the overall economic situation, the COB reform programIoutlines
 
a number of. mensures with respect to: (l).the use of incentive pricing M2 the
 
reorganization of regional and national rural development institutions ~3 the
 

... ....... ++++ .++~ + ' ~ ~ ~£~ ~ -.-. 2 22i:i:+++?:++++ 
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Stabilization Fund (4) reorganization of the seeds and other agriculture
 

inputs (5) overhaul of agriculture credit (6) overhaul of groundnut collection
 

and weighing operations (7) encouragement of the private sector in marketing
 

village sections within ccoperatives and (9) reorganization of
(8) creation of 


agriculture research. Especially important are reforms dealing with the
 
Senegal's
reorganization of regional rural development agencies, the refurm of 


rural
system for supplying the farmer with fertilizer and seed, the reform of 


credit and the strengthening of farmers' organizations such as village
 

sections and cooperatives. This comprehensive program for structural reform
 

(1) stimulate production of food
in the agriculture sector is designed to: 


crops to decrease import dependency (2) increase and diversify agriculture 
responsibility by providing
production (3) encourage farmers to accept more 


them with extension services and training in cooperative organization and (4)
 

increase incomes of farm families.
 

For the period 1980 to 1982 the GOS has introduced a number of
 

measures to promote structural reform in accordance with the above program.
 

Producer prices for export crops and domestically produced cereals were
 

Consumer prices of imported food
increased across the board in 1981.1 

ONCAD, the parastatal responsible
products now tend to reflect import costs. 


for providing inputs, credit, and for marketing groundnut production up to
 

1980 was dissolved and arrangements have been made for settling this
 

institution's liabilities vis-a-vis its suppliers and the banks. The
 

responsibility for groundnut marketing has been transferred to the
 

cooperatives which deliver their production directly to the oil crushers.
 
the rural development agencies
Program contracts between the GOS and three of 


the financial
(SAED, SODEFITEX, SODEVA) have been signed, a study of 


the CPSP has been made, a policy of encouraging farmers to store
management of 

their own seed was attempted but abandoned during the 1982-83 growing season,
 

and procedure., !ur Lhe overhaul of groundnut co ltlm ind weighing 
taken to promoteoperations have been implemented. Measure; have also been 


the role of private transporters in the mnrk.ting of agriculture production.
 

Despite the above achievements there are a variety of areas in the 

be difficult. The first
agriculture sector where change has proved to 


the role and future of SONAR, a temporary agency created following
concerns 

the dissolution of ONCAD to su ply farmers with inputs such as seed and
 

fertilizer. While the GOS has expressed acceptance of the principle that this
 

agency should be 'temporary, it has serious reservations regarding the timing
 

of the phasing-out process, particularly in view of the critical unemployment
 

situation in Senegal..
 

Secondly, the GOS has recently suspended its new policy of
 

of their harvest to serve as seedsencouraging individuals to hold back part 
for the growing season due to technical difficulties with seed preservation 

of funds for this purpose as well as to unfavorable reactionsand the release 
from the farmers themselves. These farmers, who are accustomed to wide 

from one year to the next, were hesitantfluctuatLors in their production 
about opting in favor of conserving their own need stocks since they believed 

seed stocks in thethat this would permanently deny them access to government 
expressed with rulioQect ti) tho implicationt. of thlsfuture. Conicern has bee a 


policy for the quality of future seed stocks.
 

1 In April 1983 producer prices for rice, maize and millet were Increased an
 

additional 10 - 20Z. 
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Thirdly, there are differences of opinion on the relationship and
 
respective roles of cooperatives versus village sections. The reform program
 
calls for a strengthening of the village sections and their role with respect
 
to seed management and other functions. However, the cooperatives have been
 
the most important organizations in the past and it is only normal that
 
greater emphasis on village sections has provoked a certain amount of
 
opposition from those groups with vested interests in the former system.
 
Fourthly, the combined impact of the new policy of cash sales for fertilizers,
 
and a progressive phasJi--out of fertilizer subsidies has had serious 
implications for fertilizer use during last year's growing season and these
 

are likely to continue this year. (See Annex F on the "Economic, Technical,
 
Financial Justification for Fertilizer Imports".) The introduction of a 
consistent and feasible policy on fertilizer sales could contribute
 
substantially to the resolution of problems in thiuj area. Finally, the
 
reorganization of rural development agencies has proceded more slowly than
 
originally expected despite the signature of program contracts. Problems 
associated with staffing, and administrative and financial management have 
proved to be quite stubborn and efficiency has suffered. These difficulties
 
are reflected in performance with respect to the World Bank's Structural 
Adjustment Loan (See B3).
 

Although important measures have been tak:n to promote structural 
change in the agriculture sector, reform has been sore elusive than 
anticipated. Institutional arrangements have demonstrated remarkable inertia
 

and Senegalese farmers, who have been iccustomed to extensive government 
participation, appear cautious about assuming the risk involved in farminj in
 
the Sahel region without significant government support. The newly appointed 
Minister for Rural Development has asked for a 6 month reflection period 
before presenting a comprehensive program for pursuing structural reform in 
the agriculture sector. 

2. IMF support for economic stabilization
 

IMF support for economic stabilization in Senegal began shortly after 
the formal adoption by the GOS of its l'conomic and Financial Reform Program. 
In August 1980, an Extended Fund Facility (EFF) was approved covering three 
fiscal years from July 1980 to June 1983 for the amount of SDR 184.8 million 
(approximately $207 million). Performance under the firut year of the
 
program. however, fell short of expectations, partially due to the drought but 
also because a number of measures specified in the program were not applied. 

The current account de( cit in 1980 exceeded the pcogran target by about t30 
million as a re:iult of lnrg,r than projected imports. The overall balance of 
payments deficit, however, wag more in line with targets due to larger than 
expected capital inflows. TIe ceiiing on total domentic credit was exceeded 
in the last quarter of 19110 by about 51:, and durin, the first half of 1981 the 
ceiling on the cumulative d,.ficit of the central government was exceeded by a 
considerable margin with a deficit of about $4.3 million instead of a 
projected surplus of about $1.4 millio. The ceiling on new foreign 
borrowlng, which was observed through November 1980, was slightly exceeded in 
December. 

In view of the difficulties experienced duringq the EFF it was decided 
that the approach under a n;tandby arrangement would be more adapted to the 
specific constraints raced by the GOS. Hence, in :;eptember 1981, a standby 
was approved covering, the perioO from July 1981 to June 1982 and allowing for 
drawings of SDR 63 million, or about $72 million by the GOS. IPerformnnce 
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under the 1981/82 program was significantly better and the deteriorating
 

economic situation was reversed somewhat through a combination of good weather
 

conditions, sizable external assistance and strong adjustment measures. All
 

quarterly performance criteria were satisfied.
 

A new standby agreement was approved in November 1982 covering the
 

Senegalese fiscal year from July 1982 through to June 1983. However, the
 

program got off to an unfortunate start and during a December IMF review 

mission it was found that ceilings for credit expansion (total domestic credit
 

and net government claims on the banking sector) had been exceeded, although
 

only marginally, according to both September 30th and December 31st
 
onperformance criteria. Thus, since December the (GOS has been unable to draw 

IMF resources. Factors explaining excessive credit expansion are both 

external and internal. First, contrary to the underlying assumption of the 
a 17% firming of the prices of groundnut
new stabilization program of 


products, the world price of groundnut oil has fallen in constant prices to
 

its lowest level in the past ten years. Second, the interest payments on
 
downward rigidity in world interest rate provedoutstanding debt reflecting a 

to be higher than anticipated. These two factors alone represent a GOS 

revenue shortfall of about $50 million, or 2.2% of GDP. On the other hand,
 
the GOS has also been slow in introducing adjustment measures, particularly
 

immediately prior to national elections, which were held on February 27,
 

resources1983. Nevertheless, some important steps to check demands on public 

and to increase government revenue have been made: (1) prices for milk sugar 

were increased by 50% in November 1982, (2) the fiscal duty on imports was 

increased by 5%, (3) the export subsidy on nontraditional exports has been 

raised from 10% to 15% and the list of eligible products has been extended,
 

and (4) proposals for increased taxes oln alcoholic beverages and kola nuts
 

will be submitted to the newly-elected National Assembly in April 1983. (For
 

a summary of major requirements upder the IMF standby, see .;nnex E.) 

A number of important agriculLure reforms outlined in the previous 

section on the GOS recovery program are also in the process of being;
 

implemented under tile standby with the IMF. A contract is being negotiated to
 

firms in the marketing of groundntits and toincrease the role of oil crushing 
encourage them to minimize costs (signature expected shortly). A contract has 

been signed with th domestic fertilizer producer to assume direct 

responsibility for l ertilizer distribution, and the price of fertilizer has 

been doubled, reducing the subsdidy to about 60%.
 

Under the 1.982/83 stabilization program the GOS has been authorized 

to use only 12.5% of its drawings. Following an IMF mission in January 1983,
 

it was decided that despite the resource shortfnll of about $50 million duie to 

high interest rates and the relatively low prices lor groundnut, the COS would 

maintain the original objectives of the program as set in November. In order 

to do so, however, It would be necessary for the GOS Lu mobilize major new 

balance of payments a: L;tance of about $50 tnt] ILon oti gcant terms. Since the 
OS has been unable to mobilize this exceptional aid, it was decided in May 

that the IMF and GOS would begin negotiating a ntew agreement covering the 

period from July 1, 1983 to June 30, 1984. The new program is to be based on 
the criticalthe introduction of concreLe measures to correct, in particular, 

public finance situation. (See Sectioi C.1 on Public Finances.) 
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3. World Bank support for economic reform
 

In late 1980, the World Bank approved a $60 million Structural
 

Adjustment Loan (SAL) to Senegal. The loan, designed to support the GOS
 
Economic and Financial Reform Program, concentrated on four areas of
 
structural adjustment: fiscal and monetary; prices and incentives; investment
 
programs; and institutions and policies in the agriculture sector. Since the
 
SAL was introduced, the World Bank and the IMF have been working together
 
closely to ensure that the major requirements of the SAL and the EFF,
 
subsequently turned standby, are compatible and, where possible, mutually
 
reinforcing. The release of SAT. funds is in principle conditional on the GOS
 
meeting standby terms. The IMF standby arrangement, which must be 
renegotiated annually, incorporates the major outstanding requiremento under
 
the SAL. In the division ol labor between these two institutions, the IMF has
 
concentrated on the macroeconomic aspects of stabilization, while the World
 

Bank has assumed responsibility for monitoring agriculture and institution
 
reforms.
 

Counterpart funds have been deposited in a special account and are
 

being used to cover the development expenditures of the parapublIc sector and
 
to improve the efficiency of a number of key rural development agencies. The
 

World Bank has to date only approved GOS program contracts with SAED and 
SODEFITEX.
 

As a result of the slower than expected progress in implementing
 

agriculture reforms (See Section B2), the World Bank has not yet disbursed the
 
second tranche of the SAL (equivalent to about $16 million). The original
 

terms of the loan set the deadline for release at December 31, 1981, but this
 
was subsequently extended to June 30, 1983. The final decision as to whether 
to release the second tranche before the expiration date will be made in the 
course ot the month of May. hnplementation difi IcultLies can be linked to the 
nature of SAL conditionality which has been relatively complex, Involving a 
number of different InstitutiUns and reforms in a variety of different areas, 
such as seed titock maintenance, the distribution and pricing for fertilizers, 
the reorganization of RDAn, and the future of the parastatal SONAR. As a 
result, progress in one area has been penalized by inadequate performance in 
other areas. 

Based on experience with the SAL, the World Bank is considering the 

continuation of support for economic reforms, but in a more limited context. 
Through a combination of technical assistance to draw up rehabilitation 
programs for key public enterprises, and subsequent lines of credit to these 
enterprises to provide workl n capital and foreign exchange for necessary 
imports, the World Biank alne. to enmourage additional atreamlining of the 
parapublic sector. A healthier parapublic sector would also have importatit 
implications for GOS public finances, since aggregate net income for this 
sector is currently negntive. Few companies can auto finance any portion of 
their new investments and piirapublic companies have generated only a small 
percentage (11%) of total government tax receipts. Twenty-nine of the 
sixty-eight parapublic componien have experienced operattng deficits In each 
of the Innt five yours, with ,ggregate operating loaaeii In FY81 totalling $13 
bill ion CFlAF. Direct Coverinio,; tubuldies in FY81 were $12.6 billion CFAF, 
equal to 1OZ of tile Govt!r~lnlt opreratitng budget (excluding debt service) and 

20% of the public sector deficit in that year. 
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The World Bank is proposing a new technical assistance project, 

estimated at $10 million, to finance the formulation of rehabilitation 

pro,,rams for OPT (postal and telecommunication), SOTRAC (urban bus company), 

and SENELEC (power company), followed probably by OIILM (urban housing) and 

SICAP (urban housing) Dakar-Marine, SONADIS (distribttion) and SONEES (water 

supply). It if expected that this project will b, approved in the middle of 

1983. A subsequent project is envisaged to provide financial support for 

enterprises demonstrating progress iti implementing their rehabilitation
 

pro:grams, with disbursements made at six-month intervals, conditional upon
 

enterprise performance in areas such as production efficiency, main.enance, 
The World Bank is currt:ntly
billing recovery, investment execution etc. 


as $50 million over aplanning on channelling to the parapublic sector as much 
1985.three-year period beginning most probably in early 

C. Other Donor Assistance
 

Since the beginning of the economic crisis in 1978, Senegal has benefited
 

from considerable donor support for its efforts to redress the economy. Aid
 

donors fall basically Into three major groups: OECD donors, Arab donors, and
 
The latest figures available
multilateral donors. (See Annex A - Table 19.) 

are for 1981. They would seem to indicate that the largest donor group of 
the OECD countries providing $301.4coni:essional assistance consists of 


million out of $524.2 million (or 58%), then Arab donors providing $152.5
 

million or 29%, and last, multilateral donors providing $70.3 million or 14%
 

of the total. Project and technical assistance accouunt jor 10% of official
 

development assistance (ODA) extended in 1981 and nonproject aid for 30%.
 

Senegal also received in 1981 $150.4 million In loans at somewhat under
 

market rates but above highly concessional ODA terint. The major donor group
 

is comprised of the multilateral donors with the World Bank's loans accounting
 

one-third of this type of I Inanreal flow. France, prin:ipallyfor about 
tllrougi the Calsse (Centrale de Coop6ration %;tonolrith (C.IE) ext endt-td ahout 

25. of thtse loans made on somewhat harder t.erms. (S ve Annex A - Taheic 20.) 

The program component of this category of asititasince' accounito for ahout 40% of 

the total and the project aid and technical ast;istance components for about 

007. T-he , fIiurt'e:; w Uld stem to Imply that -it l.,r;t omu donor-; tend to 

provide program financing at less than a 25% grant element. However, due to 

Senegal's debt structure, the GOS will find it increasingly difficult to take 

on new commitmentr ,it these terms. 

Senegal's major donor has traditionally been, and continues to be, France, 

who contributed $188.5 million, or about 28% of total official flow. in 1981. 

(See Annex A - Table 21.) France provides a sizable amount of its oid as 

technical assistance, which represented 38% of its total program in Senegal in 

1981. The World Bank share in new commitments varies from year to year, but 

in 1981 it was the second largest donor, providinr, $99.7 million, or about 15% 

of total official flows. A major component of the program in 1981 was the 

Structural Adjustment Loan. Kuwait, the EEC, and Saudi Arabia extended 

somewhat over $60 million each In 1981. While the EEC and Saudi Arabia 
provided sizeable prog ram aniistance, Kuwait'!; ,I ts ;talrv wan committed to the 

OMVS project. U.S. assistance which in totally on grant termn to Senegal has 

lven Ivi r,..int ' ralpIfdly t,- ,'ie 19701, and th, II. S. w niflt1,. -ilxth largis t dnnor 

1in 1981, with 135.t mill ion in pew commnitmeuets. (Soe Anntx A - Table 18.) 

Fo d ,il ,in .iiih tin-I' t I hoi agriculture ,Iit. l, t l t , :iinii Ih'l t l ' i,,l cii 

the program. After the Ii.S, the A rican Development Bank and Germany extended 

about $30 million eath In 19M1. 



- 33 -

In addition to official flows, Senegal also benefited from increased
 
Central Bank financing as a result of drawings on IMF resources of $62.6
 
million under a standby arranement and the Compensatory Financing Facility.
 

(See Annex A - Table 22.)
 

?reliminary figures for 1982 appear to indicate a decrease in new aid
 
commitments to Senegal of about 25%, with a substantial fall-off in program
 
assistance and loans in general. This may be due to a number of factors:
 

- Export earnings increased substantially in 1982, making Senegal 
ineligible for compensatory financing through the IMF and the EEC. 

- Many of the program comitments (e.g. SAL) made in 1981 were intended 
to be disbursed over a two-year period. 

Aq arrangements for moving ahead with OMVS were finalized, donors, 
aud In particular the Arab douors, directed new funding to OKVS 
rather than in the form ot balance of payments support. 

It is expected that Senegal will continue to enjoy relatively high levels
 

of external support; however, future levels, especially from Arab donors, may 
be affected if world oil prices continue to fall. Given current economic
 
difficulties in industrialized countries, it would not appear likely that OECD
 
donors could compensate for a gnp In the event of a decline in Arab flows.
 

1). Prospects For Economic Recovery
 

Prospects for economic recovery will depend heavily on GOS political will
 

and determination to proceed energetically with its medium-term program for 
c.onomic and financial reform. This program, together with the Sixth 
Development Plan for the period 1981 through 1985, provides a sound basis for 
Senegal's economic recovery. The policy reforms prescribed have been 

discussed widely and have emerged from a dialogue between the GOS and its 
major donors, particularly the U11: and the World Bank. Through the promotion 
cof structural change, Senegal should be able to progressively re-establish 
financial equilibrium while ntimulating economic growth. 

A slowdown in the consumptioii rate of households and the public sector 
should, with the assistance of a policy of maintaining positive real interest 
rates, stimulate domestic saviVgs as a percentage of GDP, which have declined 
steadily since 1975. The Impact of Investment on economic growth is 
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expected to be enhanced through an increase in the rate of investment, and 

more importantly, through a redirection of investment to directly productive 

sectors, and in particular, agriculture. Measures are being taken to expaiid 

exports by: (1) increasing productivity and reducing costs in the groundnut 

sector, (2) stimulating growth in the fishing sector through modernization of
 

Senegal's fleet, motorization of traditional fishing boats and expansion of
 

fish processing and marketing capacity, (3) emphasizing exports, of products
 

where Senegal has some potential comparative advantage, like market garden
 
produce, phosphate fertilizers, cotton textiles, cement, and agriculture 

machinery. Equally importatit are efforts to limit growth in imports through: 

(1) the promotion of domestic food crop production, based on a policy of 

increased producer prices for food crops and of improved marketing and 

distribution arrangements, (2) the recovery of the livestock sector, (3)
 

progressive price increases for imported food, such as rice and wheat, and (4)
 

price increases to limit consumption of imported oil and the development of
 

alternative energy sources such as solar and eolian power, peat and if 

possible exploitation of domestic oil resources. 

Medlum-term projections for the pittern of economic growth were made 

through 1985 In the context of the Sixth Development Plan. (See Annex A -
Tables 2 and 2A.) These projections imply a nominal rate of growth of 12.7% 

per annum and a real growth rate of 2.6% (in CFAF terms). Prospects for the
 

primary sector, at least through 1985, assume only 1.1% annual real growth,
 
with the fishing sector expected to contribute about 60% of this projected 

increase. Agriculture and forestry are likely to stagnate over the next three
 

years 

The secondary sector in assumed to grow more quickly than any other sector
 

of the economy at a real annual rate of 4% between 1982 and 1935. Major
 

contributors are expected to be: coniitruction (32% of total growth),
 

manufacturing (33%), and energy (21%). These results would be consistent with
 

the projected sectoral breakdown of investments under the Sixth Developmf.nt 
Plan, which providvci for 34% of total invetatments L4) be direct,d to the 

secondary sector. The COS also expects that recent changes In Lhc investment 

code and other measures to promote private sector involvement will also begin 
to bear fruit during this period. 

The tertiary sector is traditionally the largest component of Senegal's 

GDP, accoutntlt, for slitghtly over one-third. Commerce is the principnl 

contributor With Jut;t under 60% of GDI' in this sector derived from this 

activity. Although the rate of growth of the tertiary activities is expected
 

to decrease slightly, this sector will most probably grow at a real annual 

rate of about 3% through 1985. Tourism is also assumed to account for a
 

significant part of this real growth. About 22% of investments under the
 

Sixth Plan are to be channelled to the tertiary sector, primarily for 

transport and telecommunicationn projects (approximately $235 million). 

Personal services, which include both dorestic services and public sector 

salaries, are projected to grow only Filightly, at 1.7% per annum in real terms 

between 1982 and 1985. This trend would be a departure from earlier years and 
reflects GOS intentions to limit public sector hiring, as well as to maintain 

wage increases at levels compatible with projected growth in GDP and domestic 
consumption.
 

http:Developmf.nt


- 35 -

In view of the relatively low growth prospects through 1985, and the COS 
experience with its Economic and Financial Recovery Plan since 1980, it is 

clear that: (1) economic stabilization is likely to take considerably more 

time than originally anticipated, (2) stabilization remains the most urgent 
task facing Senegal today, and (3) given the necessary pace of adjustment, 
substantial external assistance is both warranted and required over the next
 
three to four years.
 

3enegal's past record with respect to economic policy reform is a good
 

one. Subsidies on consumer goods have been practically eliminated as part of
 
an overall policy of maintaining true economic pricing. The GOS has moved to
 

reduce the parapublic sector through the liquidation of over twenty companies,
 
through the transfer of four companies to private ownership, and through the 
promotion of private sector participation in the form of joint ventures. The 

governmen:'s withdrawal from manufacturing activity is particularly 
pronounced, with only four of an estimated 300 companies currently 
state-owned. A new foreign trade policy has been adopted to limit import 
growth and to promote exports through a system of l iscal Levies on imports, 
and nubsidies for nontraditional exports. Pioducer prices have been increased 
substantially, and major reforms designed to Increase productivity and reduce 
costs iii the groundnut sector have been introduced. 

Senegal is currently experiencing some dif iicultieu with respect to the 
implementation of its standby agreement with the Iff; following President 

Diouf's election to a full term of his own, the GO; has publicly reaffirmed 
its commitment to economic reform. To a large extent, the failure to meet 
perormance criteria in December can be directLy linked to an unexpected 
detrioration in world priceni for groundnut products and continued high 
interest costs on outstandir: debt, exemplifying the economy's vulnerability 

to !xternal shocks. It shouLd also be recogni:zed that it is extremely 
difi icult, and in some case; it would be self-destructive, for a government to 
remain insensitive to election politics and continue to introduce highly 

unpopular economic austerity measures immediately prior to national 
elections. Now that President Abdou Diouf has beev democratically elected 

with the Impressive majori ty ot 84%, it Is expected tLat hll. new g;overnmelit 
will act quickly to increase the pace of policy reform In conformity with 
Sen..gal 'v previous nchI evereit ;. 

The donor community, parLicularly through incrcased nonproji.ct assistance, 
has assisted Senegal in Its process of emphasizinr policy reform ind more 
efficient economic management. Given current economic conditions., many donors 
have expreussd the view that tle development impact and economic returnal to 
nonprojert aid are con.iiderably more promising than for many Investment 
activities. The tightnesa o the GOS budgetary situation In expected to 
remain for neveral yearn, which has serious Impllciitionf for tLhe availability 

of recurrent cost financing. Thuti, since 1980 the World Bank, France and to a 
le-r.er extent Canada, Ge rminiy and the U.S., have been extending more 
slg.lfIcanr namointc of nonproject ansiotance. An $.l 8 million 1.1S. 
conLribut Iton for FY 1983 11 iiot only eonential to !;en,gnl'u balan:e of 
payment1 poeilt ion bit would t ino enhance the U.S;. ,ib1lity to part Itrtpal - morte 
effec.lyely in ensuritng Svne),a l'n econotic future throigh niupport for th 

restructuring of the economy. 

http:nonproji.ct
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A.~ Th AprI L Icdr 

All frfnancing specific Ioc4l currency activities, 2rior to
equett
beig hoJoint LoC41 Currency Management Committuu for Opproval, Willsntto 


have obtained tlo ppr~bAL101%Of the 'OS tochnical miniestry. For the rural 
roads activity described )salow It is the Kintry of Squipmont. Once this
 
titep Iscomplotuil the JoiNt 1/c Management Co=LLor will rcvivw iini approve 
01o activity proponalli InItn with the or~tari ot )utu In AnnuxiF, The Ino 

Of tbQ 1/c Mnnajgomont Committee will hep pronjr~in nnnnrwmgnt innnturo, 

as tho adequacy of this budget for the Laval or of torL proposed, whether 
pwit;ons fur quairterly ItI1111011lanid prograoin roportu atre clear. whuther 
ovaluation and iiudit hasN been properly providud f(or, utt'. Copioo of the 
criteria will lx e n414Ilo to thu technical mtsitatrIon preparing activity
proposals so that thowu rtlquliramunts will havq Wacit nut prior to submission of 
tho proposal to thuo Commltee for approval. 

The Governitiofl hut. #1Uj1RUNt~d Lhut then uOU of, thuit-XII11 Jolut CO0S/USAII)
L04-41 Currency Kanwaut CommLtaoI already untablihoil Lis ruview And .*ipprove 
tho Title INi local curruqy activitics. It to echairud by the Ministry of 
Plisn and has thre othiur mg:mbro--Vlnanco0 COMMUCCo an1d USAIW. The Committeo 
which has Leon functioning' for over a year now In Its present for., to 
opureting successfully. Eaoe onlarging of Its mandate, ay be necessary, as 
wall as the provision of aduditional staff Atipport to allow the Conmttee 
Sae riiria to handle the incre:ad workload from this and other local 
currency programs. 

B. The Rural Road Haintenaonce and 1mrma~nt Alivity 

1. Iblctvo
 

lo~usl ruirrionry )grrated under tutu pr0,%rat, eipproxi'sntrely $5.0 
milIon In CFV, wIii liv utiltuod for maintahaetcg oiod upgrading of Songil's 

1 I'rural road network in ti.. three main Ileographic arwas of joint USAID/Q0S
co.operation (i.e. the River Basin, 3mina 4oum, iand Casemence). tnorder to 
provide maintenance for the full ranitu of Woridl ink fltuincad rural roadi, 
xomej *alnturtancu work Ila# boen Included In tho Thids -and Laoga resgions. 
Adequately maitainod ruedur roads are vital to thu dev-lopiont of agriciltura 

production, and pl'ovide other siocial and economic.hantifits to thu nition and 
to tho otherviso Isolated vilinguo and regionu they servo. 

2. The activItZ 

Local currency funding wLIL provide for a two year activity under 
which a total of 1062 kiloopters of rural roads will be uaintafined, repaired 
or upgraded. Soe 726.5 kilometers of rural roads will receive routine or 
periodic .aintenanco, andl .53.5 kiloeters will receive upgrading. Tho Letter 
Ciroup will be limted to rural roadsuwhich support. specific development 
actt io hetre the .ubieniiu of upgrading would limit tho economic roituru. on 
the inveetaluntm '1lreaudy undo (4t.11. irrigated1 porimutern, integrated rural 
dovalopmant situ., VIkiANg Level cooperatives, etc.) The* secifitofstes have 
Weon oitudied by Lewis Borger Intornational. Thit*e*fiold tripsi plots existing 
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grant which can be excluded from the environmental procedures requirement, in 

accordance with AID Regulation 16, Section 216.2(c)2(ix). The program will 

provide balance of payments support to the GOS. AID will not have prior 

"knowledge of specific commodities to be financed nor control during 
implementation of the commodities or their use in the host country". 

Local currencies generated from this CIP will be used to support the GOS
 

program of road maintenance and repair of feeder roads. So as to ensure that 
tLhe GOS is advised on AID environmental concerns, the joint GOS/USAID 

Management Committee will he briefed on AID environmental and road 
custructLion guidelines with uuch materials as the USAII) publication, 
Environmental Design Considerations for Rural Development Projects (Chapter II
 

- Rural Roads October 1980) and a brief French translation of Regulation
 
No. 16.
 

D. Program ImplementationL Adminlstration and Evaluation 

1. 	 Program implementation
 

a. 	 Authorized source of procurement for Commodity Import
 
Program
 

The authorized source and origin of commodities to be financed 
under this grant it AID Geographlic Code 000, U.S. only. 

A waiver reque:at i; included in Annex .1,for ocean transporta
tion, from Geographic Code 000 to Code 899, Free World. 

b. 	 Implementation plan 

(1) USAID PAA) authorization schedule: 

Date 

PAAD Design Team Fielded (Dakar) 3-4/83
 
PAAD Design Completed (Dakar) 5/83
 

PAAD Authorized (Wa.;hington) 6-7/83
 
Grant Agreement S;igned (Dakar) 8-9/83
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2. Programi Administration k ~ ~ '',~ ~ 

(l) ±USAID/Seieg1l. l 
Th(,,UA1/eea<!. 

4 
Suop<ly Managemen Offier),- d: 

.> 

the,%• 

-r-

:{1dirOction of the UbID/Snon4ilDiri to zid in, 
cooperatioIn with upport offices in AIDWashingtoin, 
will have direc, rp 8bIdty t USAID.coor.dination 
with' the. Ministryof Finice/Central BankAn, 
moniLoring andexpeditin procureent of'comoditLes 
and relatedservices under the CIP. Speific
r.sponsibitienInud . .... ... 

,Drafting inforuation/br'ochurfor potential suppliers 
in the U.S. and for Importers in Seielaboiit the 
opportuflitice and financing procedure. ofthe' CIP. . 

...R.viewing with theC.ntral Bank ona monthly basis ti 
documentation being~submitted for reimbursmarent,and. 
advise, as necessary$ 

Reviewing with the local hanks- (approved applicant )
at lonat monthly the prog'reus- being made En openiutg of 
lutters of credit'nnd RoneratiOn Of loc4l currencY
countervaluo. 

. . 

. Htnintatnin contactlith the private sector I ..port..or 
coummunity to motivate tino or thu availablo AID funds' 
in thca intore tof promotingtrad expansion and to' 
77iatatt inra:ouving problems thnt may iriLne b weven 
Iriev~a ' and nuppliers and bunkai. ' 

Hnintaining fraquert communication with M/SERt/CON In 
- AIDIW on documontation and credit ma'tters, andre luest 
Assistance Incontacting supplirs whan problems In 
interprutation of AID procurement regulations arise, 
or when special documentation is required. . 
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C11'. 0rnpleinunralii0Ii "nild 'ut of thu luuulI 'urruiicy,,8U1WI4'Led by Lhi&S HIU/e;w .,K1C ' 
will buo IU.80'reprotintittivie on 'thw''jnititN/US~ll.)HtnngInomn 1ittooy --. ~AV 
aet U:p for thi ii purpnou Spec IfIc retiunMubili+t..I will Iinaludo 

J -i'l 	 Assistin the :COS, Iripropartition of, its proposal6 to AV2: 
theK'Committc for LasistLnct, primarily fcur rural road; 
>maintunancet with v'ome; tipgrading~permitted. 

. 

Mool~torLil8, 	 in jn~olWt til Cel~a *kaii and 
SHO, the rate of imports and'the.generation ofS4 	 'the' 

-~~"-.7-7-1- o a1- currency.i' 

Reviewing expunditures from local currency-funded
 
activitiesin conjunction with the Central Bankand
 

Ministry of 	Finance.'
 

Reviewin8 changes In procedures on expendIturesas
 
riqutred, Witli tht) COLnra i tnnk and Ministry of 

Reonronuitit8 USAID o itJfi'OS/USAID cmiti c 
ilp Lo review duciit.ptoiiand 'btidgets for propostid 
a.:tivitilas. 

P'reparing quarterly and nnnitl reports summarizing the 
activities. 
Participating in the evaluation of the Grant as,,
 

schaduled'in the overall GOS/USAID Evaluation Plan.
 

(2) Government of Sonegal
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help onsuro 	preparation and subuission of tits reimbursemeont packagus and, 
after baoi 	reimbursed by AIDO 'the Imodiate Buonurntion of local currency. ~' 

b. AID) procurement procedures 

For the CIP portion ofrthis PAAD, private sector procurement 

procedures, i accordancu with AID Regulati-on 1, Sotecion 201.23, call for 
I' 	 competitive negotiated procurement. It isrequired that the importer solicit 

quotaltions or offers from a reasonable number of prospective suppliersp and 
2K'' 	 consider all quotation# i'ecetved. Solicitation of offers from more than one
 

supplier innot required when the importer to already the supplier's
 
authorized distrIbutor 'or dealer. 
 -

~ '(Note: No procurement Involved for direct reimbursement -see
 

Section f. below.)
 

3 



-- 

45' 

Q., Iolatod tLic111icnl SLrvices
 
Cotmodity -relatedX services b
 

the Standatrd Financing Prcdrsprino hsgrant :provided .that ,the ,cost 
d2 the c'st of thecommodities o r0 $50,000; whicheveris 

lees. Services directly relatvd commodity purchases include -trining: foro 	 lto 
-'-opcratlon-andmnintenance -o'quipmont -installatilon-and- start-up. , 

All costs coverintfj these servicus must beu included on the 
proforma for the commnotfes teIng~ purchased, and both willmho paid for by one 
letter of credit* 

d COS i prt praic dulrtos 

-, In AuuL, 1981,' Seiegal rescinded itn old import laws and 

orgis The exceptions to this rire for those goods which are included in the
 
quota system (which proteetti Indinanouoa Industria's), those for which prior
 
nuthorization to import it; rcquirod and tbose which are'on the list ofi
 
prohibited items. Goods imported from member countries 'of the Economic
 
Council of West Africa can be imported without limit and can be exempted from
 
quotas$ prior authorization and prohibition by the Ministry of Commerce.
 

quoasWhen needed, tha )llnister of Commerce may esalihannual'
 

quoas orcertain goods.
 

Any parson/company intending to import and/or export goods must 
have a valid Importor/exportor card. 'This card Is issued by tho Minliatry of 
Cormurce. The application for this card must include:

m : + ++' ; 	 "+'a +++ v +:, .. n e an + :: .- v ++: ++++ ++'+" l tt - + + : - ++ +++ ++ + + +++ + +++++++;+"++:+:'UP'++:+;+, + + ++ ++++: 	 "" '+ " -'+ 

+'	 + +++ #+ + + +++ ? + :++ 	 +:P +++ ---i +: + ++++ +++++ ++++ +++ ++5++'	 +j+!?++(I)- A ++++::+++ general.+:+ > + + ++>+:+InformationV- shoott concerning+ + ++ tho'- :++person/company
S++++ ,+ +!::+, +" 	 V; '+ 

- ' +:; +Y .. + + + + - + <' :4ii-	 : .,' Z;ie+i/,+? 

(2) 	A cunrifLiuatu of o;,rollrnant In thw Commurca Re~ister ur 
the Trade Ronister. 

(3) 	A certificate of piiymento of pntant taxes or of being end
* ustaro 

(4) 	 An ettentatinn from4 the Office of Pamily Allowance and 
Workman's Compensation indicating the amount of 
contribtiu~ons depotiited during the lent, year. 

(5) 	 An attantation from~ "Tho Seonegalese Retirement Institute 
(ISRI)" of Clho aimount of contr~butionmdepohitaill will bo 
noc@NNmtry If the co mpany fit linlhe for thip. 

(6) 	 AdenrwitIoni Lhit 411 accounting syste'm is kept. 

~(7) 	 An attestation of contributions cartitying that the 
< r 	 requactor r-.ularly pays incom tax# patent taxes and has 

boon anninnd a contributing account number (which is 
issued by the Hhittutry, of Finnee), 

ia
 

;'-+::+++ v 
"+++:+t+
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AAn attestation fromn thie Exterior.Financing Division stating'-(8) 

thatthe requestor has never been s.ntencedor infractions€ 

ofpthelegislation or thocurrency exchange regulations.
 

'VAlue of LrnnfuCtion 

minimum transaction value hat; becii ontnbnedn U.S.4 
$10,0001 No m'iii Uititioii has boon soecifldc. 4tlSAID rederVL.S the rtght~ 
to concuron any trzininctioi Intvoxc f~ '25% O the ilindard ))rucedures 
jidLoe'ation of; thin grairV, t > 1' 

,ITho 

*'f 

f.bancing procpedduesu ,s-

Procurement and ,Financing procedures will be imp1ementedt it,two 
ways simult....OUly Dire . ' f I"Rei.bure. trit of ' 

Standnrd Financing prodtirsrou 

generate foreion xchange)quickly fr immieiato naeeos.tIDmbwillreimur i the
 
cGOS fortmportu tht were.. purchae bopinnin In ipcgnl'a PY 83o(Juol 1,b, 


The GOS will submit toUSA.. invoices f.or.ligible' product
 
imported from the U.S., beginning July 1i. 1982.ii k/SER/COM/SE'will revievw
 
these documents for complance with applicabA~reIuaIDins A


TheDiec . uetolia roseto
Rimuremntprceures

"Certificae to AID" will be sentto each U.S.auplier for;signature tol 
ensure that. AID require.....were m t forthu transaction-.JTh ,trol r,
 
ATD/W, wilI) adildue WC/1arfn to Issuea Oa:Chookor: the nprvdaM06tLO to be 

Wittig, 181 edtion A~mxlmumof $.5 plyo i I mI, nlum otnedor i 
sent to USAIDO who, In turn, willdeir itt h etalBnni will
 
require a receipts Itis estimated thatthis,procedur'e wil1 ta2,
 
approximately two monthaoto complete. TeCentral.Bankj on,.rcep1of~the
 
Direct Ribrentcheck, will boeptdt depoit imdiatulyin~a 

specint1 couinterpart accotil, aut.blished- for Cthia 'pirjpns6,~ thea quzva lqt 
value lit CJ'AY at the offtiia ratoe o exchnnge thda~dy tho check wii roct.I vod 

The Standard Fiacn rcdr.,udrAID Rglto 0wl'
 

simultaneously bimlendwththe Direct, Reimbursement .Procedure.K, 

Negotiated procurement procedures as uppliablet private sector CIPW 

,
 

financing (Rog. l, paragraiph 201.23), will apply. A'iuinimum tranactin valute
of $10,000 will be established* 

To Implemeant Standalrd Fintincing Procedures, the Central Blank, 
wi1l select two local -banku InDa~kr, on U.S. Banuk'd'iiJonu Skinugtaijee or ' 

44.'--Fre~nch Banik, to become thie issuina banks for tull letters of credit requests, 
for private sector financing of commodities from thv~ U.S.,2 Included ~in a 
Commodity Procurement Instructionu (CPZ),t form AID 1130-1, IISAID will outline 
tt- tiorvIcas And reaponsibilitioi raquirod.ol' ii.banks Thu deslinted local 

banks must have a corresponding bank In the U.S. which Is experienced in the 
issuance of letters of credit for international' transactions. The local banks
 
will screen importers,. establish collateral (apart from the goods to be
 
Imported)t verify thnt the Imports are aligible under AIDfinancing And are
 

,.., 

. 
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~~~not prohibited by the GOS for importati 'on, provide .monthly'compuiter reports of.
 

status, of letters of credit$, status -of'fund' coll6cdt ,
 
. tranefer'funds to the Special Account -for loclal- currenicy for the' activity 

*.ji defirlod.in this MAAD, and report monthly accounting of loqcal- currency: funds 
collected and deposited. Service charges will be competitive and,'reafonable.
 

banks will maintain adeqtiato files for all do'cument4tion, for 3 years
SThe 


*after the final payment' for each transaction ha. beon madLe. AID officials~~
 
will have, access to these files.'4
 

o44
After the Grant Agroeinent has been uiigned, and tho.CPI issued, 
theCOS w~hUADapoaIb iy oi iact& etelcowill roqitcstA1,n/W, 

amount (less thos funds <designated foru~seounde rthe DirOCCRoimbur5seiment 
Procedure during the firstyear) to the advising banks inte'U.S. TAll AID 
requirements!for. documentatidn from the supplierwill be stipulated., The 
designated'issuing bank will initlate he import letter of'credit. 'The 
complete financing cycle' is as follows: 

(1) The Senegalese importer hasrccuived offers ( roformas)
 
from U.S. suppliers. Thebest offer is then seleoted..
 

(2) The importer applies for eligibilit~y for AID-financed 
assistanceat one of the issuing banks. The bankverifies that 
the proposed commodities are eligible, at:cording to the AID 
Commodity Eligibility Listing, 1981 edition, as amended, and are
 
permitted for import under'Senegalose regulations..
 

(3) Once eligibility is determined, th importer,0ay4 pay as 
little as 25% of the c.if. (cot, insurance, fr-ihht)p ofalue 
the transaction, in CFA,official rate on day of transaction. 
In addition, the importer is responsible for the bank's service 
charges$ although no interest may be charged. A bank guarantee 
will be rquirud for the remaining 75% of the total value of the-, 
transactions i o., the bank establishes thesaecuri.ty for~the 
additional.,75% of the value, to be paid as. late as 6 months 
after the,'bank receives the documents. The commodities 
themselves will not be used for this purpose. 

(4), The importer siGn the issuing bank's lotter of credit 
form. Thc application is approved and the letter of 

credit document is issued.. .. . ... . 

Sngroemnt 


(5) Theiasuing bank forwardsthOlottor of credit to the
 
advising (corrampontllng) bank in the US.,
 

(6), Tito advisnaj bank delivers the letter of credit to the 
U.S. supplie r. Thec advisin[I bank notifies 010 issuing bank in 
Daikar tfint thcw L/C hnnu been accepted, Tho 25% depouit for the 
transact ion In then transferred to the spocidl. fund at the 
Central Bank, fur all~ocation to the activity described In thin 

(7) Theo U.S. aupplior ships the merchandise to the buyer in
 
Senegal.
 
:+4:4+?+ : +:++ ::+:+!++>4+ +++++:s+ , + + + :i;+++++:+++:+:+ : ++ + : +444 +4++ : + +:+ +++++:+:++:++ ++++++:''+:++ +++ + :++++ 
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(8), The supplier submits al eurddocumentation toth
 
~~ advising bank and after' review, Ispeid. The required docuntsj;~
 

444 arcs 1**K1
 

- Commercial Invoice ,"4 

144 o -i Lain 

~*>Declaration that AI1 mbe appears on alL shipping
 

Foii'A1Dll1, Application for"Approval-of CommuniY
 
3ltgibiiityeapproved by M/SER/C0K4CPiVnK
 
~AID/ahington~
 

- form. AID 282, [nvolco and Contract Abstract 

(9) The.advisinS bank forwards the documents to the Issuing 
bank inSenegal after revision and'approval. The Impnrter'then 
isallowed six months from that date before paying 'the balance 
of 75of the cost of the transaction, interest-fro* which is 
supported bya bank guaranteto as# re payment., 

(10) 4The Importer ioIssued the documents necessary for customs 
clearance. The Importer, arranges for necessary customs 
clearance., The Importer Is responsible'for-Import utiee and: 

.......... all costs. incurred In relation to customs cle~arance and ;any> 
~~storage bhargess < I. 1.. .,i

141 . 

(11) When the Issuing bank collects the counterpart balance of 
752, these funds are than transforredtothoentraL Bank for 
depot In the special counterpart 4funid set up for this purpose*.~ 

After the Gront 'Aareofn lsp been signed4 by the 0045 (estimated 
data September, 198)), the, 008 will submit the Finaing RAqusti. to USAID (Or
transmittal to AID/V., It is anticipated that the steps required for the 
Divct Reimbursement procedure, from the point of reviewing deminte until 

aprvsthe transactions submitted, willtake approxim~ately tvo,ADcmet 

Docmetowillicontinue to be reviewed for eligibility until a value of
 

$25million to ap'proveds: This Sroeti Rhould be completed In loes titan
 
six monthn, or by April 1984. 

simultneously, tho, Standlard Financing Procedures will be 
......
Implemented, Disbursements will be made up to eighteen months after the. 


,.sining or the Grant Agreement.. 
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g Disbursement P,.riod 

(1) Proposed .S. Dollar Drawdown1
 

Cummulative 3'umma
 

U.S. $(0o0) 

year/mouth Direct Reimbursement Standard Total CumlatLIVe 
FI na nc_ _n_ 

J983 Sept 
Oct 
Nov 100 10 110 
Dec 200 20 330 

1984 Jail 400 4U 770 
Fel, 600 75 1445 
Maich 600 100 2145 
April 600 100 2845 
Ma: 100 2945 
June 100 3045 
July 80 3125 
Au{'. 30 3155 
Sept 00 3215 
OcL 1.0 3335 
Nov 225 3560
 
Dec 3,00 3860
 

1985 Ja.i 30l0 4160
 
Fe I, 300 4460
 
Marc h 300 4760
 

April 240 5000
 

TOTAL 2500 2500 5000
 

On ast,umption that the grant agrcement is signed no later than 
Sapteiber 15, 1983. 
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(2) Expected Generation of Counterpart (Local Currency) Account
 

Direct Reimbursement Method 2
 

U.S. $ (000) 

Year/month Counterpart 	 Cumulative
 

1983 Sept
 
Oct
 
Nov 100 100
 

Dec 200 300
 

1984 Jan 
 400 700
 
1300
Feb 600 


March 

April 600 2500
 

hOO 1900
 

TOTAL 2500
 

Standard Prccedure Method 2
 

u.s. $(Uo) 

25Z deposit 75% balance Cumulative
 

(ave. 8 	months later)
 

1983 	 Sept
 
Oct
 

Nov 	 10 
 10
 

Dec 20 30
 

1984 Jan 40) 70
 

Feb 75 
 145
 

March 100 
 245
 

April 100 345
 

May 100 445
 

June 100 
 545
 

July 80 625
 

Aug 30 655
 

Sept 60 715
 

Oct 120 835
 
225 1060
Nov 


1360
Dec 	 300 

300 1660
 

Feb 300 L960
 

Ma rch ,'0) 2260
 
April 240 2500
 

1985 	 Jan 


TOTAL . . .7..5 	 2.500 

Equivalent vailue of the dollar aim(,inft linted niove will be depouited in 

CFAF in 	the npeciln local currency amount ,iet up In the Central Bnnk for 

thin purpone.
 

2 



developments make itdesirable.,
 

c. The Joint GOS/USAID 1/c Management Committee (in addition to
 

approving proposals for I/c financing,.see VI.D.2. above), will carry out a
 
joint review annually for the purpose of establishiing, reaffirming and/or
 
altering priorities govurning' the uses of funds and reviewing achievement 
against plans. The USAID project mana),er will call on USAID resources for any 
additional help and guidance needod for: this eve luatioii meeting. 

Following the meeting, thu project manager will prepare an assessment 
report. 	 The. annual meeting will accomplish the following objectives:
 

(1) Assess the Impirt compdnent of tho plogram, including types
 
of commodities, ratu of import. inflows, and rate of
 
generation of local currency.
 

L (2) 	 Rovit w and make any adjustmou, docmud necossary for local 
ciirri'ncy funded acttvittes. 

d. Based on the information obtnined from the exorcises described 

'in a. and b. above3 senior managment of the USAID will meet- annually (or More 
often if required) with thoir onior counturpirts o thi Soenegalose Government 
to discuss balancu of payments, other incrooconomic Issues, pvogross of the 
Economic 	Reform Plan agreed with the THP and the World Dank, etc. This atinual
 
policy levol review and evaluation will provide 1 sound basis on which thL
 
USAID can recommend to AID/W further project and program assistance, It will 
also provide a concroto opportunity for tho USAIl) to encourage the Government 
to taka the spocific but difficult policy actlunm noedud tori the success of 
the Economic- Roform Plan, and to nchievo their goals in the agriculture soctor. 

4 	 '4...
.4744 !++7i+++ 	 ,+ +++++r+ + ++ ? ?i+ ++?++ : +... + .. 

, + . 7;, 
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"VII. ADDITIONAL CONSIDERATIONS 


A Ijport Marke Annlss~ 

o ainnstTheCvamber-ofCommerc uer, lha eao 

200 exporters/importers. They tire c't'gbized: by generaL merchandise,,,~
 
industrial and vchicle concernis. In addition, theJoint Ec'onomic/Commercial 
'Unit of the U.S. Embassy hans C~omiled alist.of subsidiaries and affiliates of 
U.S. firms represented in'Senegal..'aaa
 

A survey will1 be made, under the direction of the Supply1Hanagement 
Officer, of all commercial concerns in the Dakar area in order'to dentify 

' importers and potential importers, This inform-itionwill;be'compiled,,with 

interests categorized by type of commodity. Contact name' address, phone and 
'telex numbers will be included. This directory will be submitted to AID'S 


Office of Small Business whore it will be issued as an AID ImorterList to
 

all firma inthe U.S. currently onitao malling list, approximately 540-0
 

concerns.' 

In the past three years the Economic/Commercial Unit has made market
 

of ath fishing dand food' processing industries andi'tho agriculture 

equipment sector. Tbese are rapidly developina sectorst,with a'grea't'Import 
S ' due , in part, (o the 's 

-surveys 


.potential, 	 OS goal,,of food self-reancy.
 

*The consensus of importers intorviowod during'those studies and by the 
USAID staff is that suppliers are very interested in U.S.',products. The lines 

that are carried are considered outstanding, and -slppliers would like torcarry 
aadditional lines, but are not aare of exactly what i's available from the
 

U.S. Therefore, it is plnnned to mount an intensive mail campaign 'inthe"
 
U.S., through AID's Office of Small Business and through International Trade
 
Centers 	to encourage U.S. suppliers to contact Senegalese importer.
 

Importers responded positVuly to the proposed Letter of Credit System, 

at;, on suvoral occasions recently, no foreigi uxchango'has boon available for 
U.S. Dollar drafts. Tile nvailabil ityof U.S. Dollars for Imports throughmthi 

CIP would eliminate existing informnal foreigni exchange barriers and expedite 
irports, enhancing visab I or 1U.S. productie in the Senegalos market.
 

Al.Ul.S. Traclo Stittistic's 

Tho Intent tratdt statiteln nvallable from thle II.S. Department'of' Commerce 
and Irom the Chamber of Commerce of bonogal t irforCY 1981. 'Imports from tie
 

U.S. were valued at $42 million, or 69 of all GOB iyorte. Some $27 million
 
*or 	 61% o1' U.S. nourcn Imports was for food prodic N, Imports from the UI.S..
 

nro uuoond to France, which providoti ipproximntoly 40% of all imports. While
 
4tiaUal +amounts vifry, there should bo ample opportunity for this modest CIP to
 
succeed.
 

Of this amount, $11.5 M was financed under the PL 480 Program as follows: 
rice $9.36 H, sorghum $.81 Ht cooking oils $.6 M, dried milk C14 H, whoat 

$.05 M, aind 'other foodei $.5 H,.LComtnorcIaL imports 'Included monflowor 
needs to produce oil, visre, wheat nd edhil proparntions. 
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of, commoditlaq 
agriculture equipment andsparparts(981 - * 4.million); in 
materials, 	machinery.and.+spareparts (1981 $ t04 million);1and.'+V 
transportationequipment and spare parts (1981- $3 .million). . 

CaLtgoriesog 	 whiCh hoave apotential for expansion include 

CT~bi~t~i 	 Capacity 

In th ast 5 years,, U.S. oxports toSoneal-have vaidi-arne 
between 40 and 60 mtllion d'l .However,,as, mentioned earlier, more than
60% of these amountlaire agriculture productn., 1owevert stilsome l5,.to 20 
million dollars worth of nonfood products a're imp'ortod from 'the U.4 each 
year. The $5 million propoued 6ommodity import program rapr!Lhonta thereIfore 

4 ~between 25 and 35 percentof- U.S. nonfood imports. Inpract'ice,tILtis in factA. 	 half that percentage since the programwill finance direct reimburaemant for' 
$2.5 million worth of U.S. axporteuon the 1983 calendar year and$2.5iuill1ion 

. 

on the 1984 calendar year. Therefore, there is.noproblem for the Senegalese 
*economy to absorb this small amount of imports,'
 

The siort-turm impact this grant on &the U.S.+'ofbalance of paylent 
posi.tion is ngligible.
 

* E. Relationship to Overseas Private Investment Corporation (OPIC) and U.S
 
* Export Import Bank Activities
 

1. OPiC 
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OPIC's insurance coverage in Senegal isnot significant.
 

OPIC Insurance Exiposure in Senogal (Sortomber 1982)
y'>P> 	 s o
 (4000) 

Inconvrtibility Expropriation War 

Current 2 of J360 	 5007 3792 
Worldwide Exposure 0.03.-02 	 0.18
 

Maximum under 7612 7674 6460 
contrndt X of World- .21)8 0.20 0.19 
wide Rxpouuro 

Pending Applications 1226 	 7948 7948
 

2. Exor- aprt Bank
 

The Export-tImpart H~ankc hais several biann In Sanea1 totaling $17 
million at the end of 1982, mostly with 003. Part of the raimbursoment on 
these loans hns boon roscheduled vecently. 



6-T we-I'"ilcoii-t 

"Teproposed omdt motPorm hudntoelpwt
 

Export-Import Bank activities in!Senegal'. HRovver,~I vi oriat
 
Dakar to'assure tat '0, AIDclosolywith the Bank and the American Embassy, 


~grant does' not 'finance items Which the'Export-Import Bank has already agreed 

to- finance. 7i7 

and inserted into the 
government budget, and given the lciigth'of time (1'to 2'years) toexpnd the

Given the small amount of local currency generated m 

. .. .. .local currency, no measurable Internal,,financialffect isexpocted.
. . .F . __________________________........ . . :,. a . . . . . . . . . . . . . . . . . . . . . .
 

G. Past Performance and Current Statun of Nonproject Import Programs (PLr48
 
Title III)
 

1. sObJectives
 

nFio€IncadEf€Ie£fets,€ o c n8ea iF. ntrnal!The purpose of the three-yearr(Fh 1980-82) $21 million Title III 
program was to provide encouragement to the in -OSkey olicy aras. The 
specific policies being supported were (1)decentralization of agriculture 
development through spcializapiol of the regional development agencies (RDAs) 

on extension services, (211strangthening the roleot 'village sections, (3). 
management and conservation pf natural resourcest and (4)review ofmarketing 
and pricina policies. A ona-yunr extension ia proposed. for FT1983. 

Tn FY 19 this pr-orim,.4lon 4ith twn other program acttvltio (tho 

ESF funded CIP 685-OLEIo -nd Lhu 6DF funded firtlliur Import program 
685-0249), will provide substantial BOP sup~ports and within~the framework -i, 
the. TM/IBRD/GOS economicplan encourage the 00S to make those 'difficult' 
economic and social decisions necessaryfor success. 

Title III requires development of the activities to be undertaken at 
the' time the Title III program proposal is prepared using the local currency 
proceeds. The six activitles'duuIgned and now underway are. (1) agriculture 
policy studies, (2)construction of cooperative storage,(3) physical 
Infrastructure for decentralized agriculture research$ (4)physical 

small
infrastructure for rural technical schools, (5)dune. fixation, and (6)a 

agriculture'development fund. As can be seen, the activities were chosen to 
further support the policics. focused on under this program.
 

2. Ussa of commodities 

The rice which In imported under this program is purch4sed using a 
latter of credit/commitmunt system, with USDA's Commodity Credit Corporation 
funds. Tho COS also must tiet up letters of credit for, and arrange, the ocean
 
transportation, Thu ricu to sold into the commercial mnarket and funds are
 
deposited Into a spacial necount.'
 

The 008 agency responsible for this Is the Price Equallsation and 
Stabilization Fund (CP$P)$ and imports all commercial rice. They arrange for
 
the purchase of the rico Inthe hS., and its tranoportation, arrange the
 
letters of credit, receivv, stisre dnd sell' the 'rice, And' deposit the proceeds
 
into the Special Accuinit, An agresult of a previous evnluation, itwas found' 
that the CPSP Is the only entILy which' has authority to deposit funds In'the 
Special Account for Title III proceeds. 

, ; 
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The CPSFI is competent to undertake its funotions and has pertorsed
reasonably yell j excipt for ona'problemr.- The rice imported has boen at a .. ~ 

praad atadl~a-UA axchanp ratle~i ;h1ich- has madeit I 

difficult-to-Impo~sible. to'sl a price 'wich",oula :cver all'their,:w';..K, 4 4j
expeues~apocaccount, transportation hanling, otc.)~n~tl~eI~~ 

Above'' that of commerical imports, the pace or rice sales ;'o slow. to' 
~pruvidu uuucihiq (indo'Lo the Title III auiviL lwiiwW they: ar' Itoeod. 
This hauronaulteod In twu probloms: slowdown In (low .of fundsiln Uiac i~ n 
ashortfall' in proceeds.'
 

3. Usage of local currency generations 
 -'.'. 

An mentioned abovo', under Title ZIT, the activitien to be funded witi 
 . 

local currency proceeds were designed as part of' the tot41 Project Paper. 4..; 

Each activity has a separate account to which funds areIdeposited
 
"'from the special account. Each activity has a yearly'budget, andz, 
 .disbursements are ichadulad quarterly. (Not the actual practice -because of 

lack of. proceeds). Tiie ZHanago'ient 'Committes, comprielag a representative of 
the Ministry of Plan as Chairman, Mi1nister of.Finance as Pormannt'Socretary,, 
Minister of Commurce and VJ8AlD, approve the budgtaps review *081 emi and 
requests for funds,'and h~ave sole authority to diuburse funds fron tho spuoia2K 
account 	Into the activity accounts. 
 " 

One of the problems which hee caused confuion has been the Initial 
LOP budgets set only In dollars. Activity managers were not exactly sure the
 
CPA? amount they were allotted. and mistakenly assumed that, as the exchange,

rate, Increased, their activity budgets would also Increase.. -Asth.' rault ot 
an evaluation recommendation, activity budgets have been set InCIA?. There 
remains the problem of possible rvindfallo proceeds due to.increases with the 

' 

exchange rate. Indiscussions, the concensus was to have a shelf-item, 
.' 

activity which could be used Ifextra funds do become available and use any.
windfall as contingency for the portfolio, At present, exchange between the. 
dollar and the CFA franc, a shortfall Isnot anticipated In~ the account. 

4. current Status 

The Ii't Title III program covered a period of three years
(PYBO-82), amounting to $21 millon, 47 m~llion par year. Inorder to avoid 
gap tin support, inFY83, a one-year, $8 million, oxtenslon to this initill 
Title III program to being proposed* Conimodities uinder. this extensionare 
sorghum and rice and possibly wheat and powdered milk. Ibis extension will 
give the C08 nnd URATD tite time to investigato the best solution to the
 
problem 	of commodity and vehicle (Section 206 or Title 111) iouthe future. 

The three-yer Phase II-*7od for Development program is targeted for 
VVS4-86# at 410 million Oar year.. for a total of 030 million. lased on 
experience gained during the FY83 extension, commodities might Include 
sorghtin, rice come wheat and powdered silk. 

5. Conclusions 

.4..; 	 brken)There 'has been one main problem with Title LIUa FL-480 ~e (20X
 
brke) Is leaetally too, apnsive and not similar enough to segaleo.,

consumer habits. Other probi..5 .1 management have been trone.... through
the annual evaluation recoiuiendations and yearly agreement amendments. 
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The Title Ill program has shown that a commodity import program is
 

The GOS has the potential both for importing, selling and
viable in Senegal. 

depositing local currency proceeds from the U.S. commodities, and 

for
 

implemelitilg activities with ihose proceeds.
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moderation, The COS has beonxan acive and highly regarded member of h 
:'i2"CISS 'and in'.working with' the Paris Club". It ili therefore in'-the U.S; and
 

other friendly countries', self -IfterOist,to help Senegal preserve,its moderate
 
views,anddemocratictrAditio. Not only,isIthis_ ielpita'to Senegal'


itsown progreI s Is economically andi6ocially--'but 'itwill4'.ab t -ocontiilu& 
settan imprtan~t'§ex8Iple for its immedite neghbors and4 the:4West African 

sure'ion,as. !whole.'' 
As further testimony of the Importance of Senegal to the.West in general 

and the ,USt'.in~particularl over the past fourye'ars a tiumber of aenior44U.S. "4' ~ 

,.,also 


Government' officials nd Membecrsof Conlgrss3hv',call-in Dka.,, The-se. 
visitors have includedboth VicePridents-,Georg86Bushand Walter Mondale, 

' 

4 ..and former Secretary of Stt Alexande Iag 


To sum up, Senegal's influence asa nonaligned country extends vellrbeyond
,ar 'adrlag	 .. ..... 

isborders, and because of Its matureI centrist posture anddits quiet-but
 
effective role in international affairseitn held in esteemeby many less
 
developed countries, Western urope and the,Unitd States.o
 

B..	 overnment of Senegal Development Setting and Strategy, i 

Background
'' .1.1 

Senegal's economy has boon generally'declining ince the great. 

drought of 1973 Whict followed five years of substandard rains$' Inethe 4: 

ensuing years of that decade, the fragile and rebuildingSenegaleseeconomy
 
again shook under tremendous strain, this time as aresult' of:,
 

~a. the sharp fall-off inworld prices for peanuts'.nd phosphates,
 

b.two of which were'then the' country's 'principal 'exports, ~ 

b.rising import pricent for food and manufactured goods as wall as
 
for reum;n.dw' 


r. 	an overly ambitious and relativ.ly'unproductive public 
Investment programcoupled with extensive government 
intervantion in the economy. '; .. '. 

By 1977, tho nlido boento assume crisis proportions. Severo 
droughts durins chree of tba four years, 1977-8L', adversely affected 'cereals, 

.ututnddrastically reduced thu production and exports of peaunuts' the 
bacbon ofthe aconomy. The four' year average in; these years was 2%below
 

the twenty year average. As Senegal's foreign exchange earnings fell sharply,
 
the real GDP per capita declined over the period by an estimated 18X. 

Inan effort to cushion the adverse Impact on consumption and public 
investment, the GUS turned to heavy foreign borrowing and subsidizing of 
consumer imports, forgiving faimrmu debts, and increasing government 
employment, As a result, in1981, Senegal's foreign debt reached over 602 of 
CDP, Debt servicing would have required 28X of export earnings ifnot for 
emergency debt, rescheduling.* The budget deficit for F'Y 1980-81 reached 25X of
 
domeetid tavenuuu.. Tho curreont account deficit reached 21%2 of GDP (up from
 
3.6% FIn.977). Domestic savings turned negative and, nonetheless, real per
 
capita pqtguaptton full.. Inshort, SenegAl wats facing Its worst economic -ind
 
financial crisis since indopen4encs 1. 1960. 

http:peanuts'.nd
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The GOS response was the adoption of ani Economic Reform Plan ("Plan 
de Redressement") introduced in December 1979 and developed in close 
consultation with the IMF and the World Bank. The French Government has given 
this plan its full support. The purpose of the Reform Plan is to reduce the 
balance of payments and budgetary deficits, thus stabilizing the economy 
during an initial two-year period. Coupled with large-scale extraordinary 
assistance1 which has been made largely contingent upon GOS adherence to a 
far-reaching series of reforms, the Reform Plan also aimed at clarifying and 
reducing the role of the public and parastatal sector, so as to enable it to
 
operate more efficiently in defined areas, and at reducing the constraints on
 
private sector production and marketing actLivitie in agriculture, industry, 
and services. The Reform Plan constitutes the principal framework and 
reference point for ausistance of all major donors to Senegal. The principal
 

LMF and World Bank.2
 monitors of Reform Plan progress are the 


2. Agriculture bector
 

Seventy percent of tile population of Senegal lives in the rural 
areas. In a normal year this population produces agriculture products 
(principally peanutG) accounting for more than half of the country's total 
export earnings. In fact, In 1981, more th;ni 50% of the population was, in 
one way or another, dependent on the peanut industry for its livelihood. 

While technical assistance for an up-to-date assessment of the
 

agriculture sectoz is provided for under the agriculture PAAD (685-0249) using
 
Sahel Development funds (SDF), (the last assessment being the World Bank study
 
issued in 1979), the principal problems are described below:
 

a. Water shortages and irregularities
 

In the short term, insufficient rainfall is the most significant 
factor influencing agriculture development in Senegal, followed closely ly 
government policies which have served as disincentives to production. For the 
crop years 1979/80 and 1980/81, rains were wll h:low the long-terii averpqe, 
in some areas less than 50% Litle norm. lar*eru nub Lated on i combinat 1o1 
ol tlinIr meagt r yIeld . and iitocktgicuiute Lntd in the good productin yeat 
1978/79. In 1980/81, poor raint. led to nvar complete failure of the plarlit 
crop, placing extreme preusure on tile COS Lo mitintaln crucial food and ifuport 
levels. As a result of depleted food reserves; in villages and houtseholds, 
limited peanut seeds of good quality, and frustratlon over marketing through 
cooperatives, the area planted for the 1981/8V peanut crop was approximately 
10% below normal. In 1982/83, tile rainfall was advqtiate yet food production 
was down due to a variety of reasons, including, inadequate fertilizer use. For 
this 1982/83 crop season, crop growth or yif.lds: peanut production was 
891,000 tons (v.. 790,000 th previous year), mil let wan 497,440 tons 

1 See Annex A, Table 19 for a detailed breakdown of other donor assistance. 

2 An IMF Extended Fund Facility permitting Senegal to purchase SDR 184.8 
million over a three-year period was negotiated. The World Bank also made 
a Structural Adjustiment loain of $60 mIllion. 
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105,225 tons (vs. 103,000 tons). While
(vn. 736,000 tons), and paddy rice was 

attempts to ease water deficiencies through irrigation are very much part of
 

Senegal's planning, over the medium-term, it is rain that will remain the key
 

variable.
 

b. Soil depltion-

As the level of agriculture production In Senegal has increased,
 

the demands for crop nutrients have progressively exceeded the supply from 

natural weathering and build-up of sil material. A portion of the plant
 
There
needs have been traditionally "supplied" by leaving the land in fallow. 

aro local norms for different solls and crops allowing for I or 2 years of 
However with increasing
production after fallow periods of 3 to 20 years. 


population and greater demand for agriculture production for food and
 

conmerce, the periods of fallow have been shortened or eliminated so that
 

farmers are now "mining" the soil nutrient reuource. In some zones, farmers
 

have reduced this effect somewhat by crop rotation and the use of animal
 

manure when it is available. Neither of thete practices compensate for the
 

of nutrient deficiency can be obrerved
deuiands for high yields so that signs 
in field crops. The 1FDC has es;mated the plant nutrient removal in an 

av, rage year at 30,222 tong of N, 11,383 tones of P2 0 5 , and 46,834 tons of 

K2 (). Using current grades of fertilizer materials, it would be necessary to 

apluly more than 250,000 tons of commurical fertilizers to replace these 

The critical deficiency in soil nutrients is impressively
nutrients. 
demonstrated by field trials of various fertilization practices. And the 

strong demand for fertilizer provides a clear indication that farmers are well 

aware of the problem and its solution. 

c. Overdependence on a single crop 

In normal year,;, the peanut 
which n

cro) 
ow cx

accoults 
ceed a total 

for 
of 

40 to 
$370 

50% of 
million.Seiiegal's annual export. earningts, 

Because of a lack of water, irregularity In distribulion of Improved and 

maintained seed varlettes, reduced fertilizer use and por management of noil 
Is not promining. Further,re:,ources, increased volume of peanut production 

stince millet and sorghum, tv stubsInLestcce tstapleu ol LieV rural populations, 

ar,, usually planted by tho sam, farmer!; who plant peanuts, competition for 
land Is another source of lintatation to peanut production. Finally, the COS 
Is also reluctant t) Increase it.n dependence on the' peanut crop, given future 

market which indicate that competition frompr,,jections in the world oilneed 
other types of oils make Seneg.l's products lens attraciive. Consequently, 

th, COS har turned to the Senegal River Banin And the Cnanmince region to 

de,,elop and int-reani food prodhiction li, general and rice production in 

particular. 

The agrIcultu re ;ector in Stnegal a lto in( ludeLn significant 

Itvestock p~roductionI it the northern and eastern pastoral zone, au well at; 

cotton production in thue eastern and southern zones. Commercial fruits and 

vptahlen cxint in al I region!; of the country for local lretih markett, thogh 

th,,ne enterlpr i ,n are of mode,'t conneqijencei I t he econmy of the agric uLture 

e,,tor. The COS altio winhiei to seriouly examine the ways itnid mean of 

dl-'erilfying producti1cm In the I'naut Bauls to Inc mde maize, soy beani, 
lel',tuminotutt crops, ani vlletalleti over t he miext t on year.. However, for the 

next decadeh at leant, Seno-gal in lIko ly to remiIn a ha al Jy mono-crop 

country, Its fortoes; bound to itti peantit fieldn. 
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'Current 005!plansindicatthatctstohfrrf
 
fart ilizer, seeds and farm implemonta are likely to' rise with,,the removal of 
State control over the factors of production, including a reduction in~ 
subsidies.. It isnot yet apparent-if price Increases in these Items will be 
coordinated with further farm-gatoe price increases in order to maintaLn the
 

production incentives that have been establINhodfor the current agriculture
 
season. The narrowing of incentives could-again become a major constraint,'as
 
Itwas in the past when prices were kept 'low to provide the Government with a
 
substantial marqin after the salo of productu on the worldmarket. The GOS
 
used this balance to subsidize urban Industry and provide increasingly large
 
fuod Imports, for urban population..
 

g. Miterloratirnt (if1%the rtiral road ni' work 

While Slenegal has one of West A!rica'Ni botst road neLworks 
(primary, secondary, and feeder roads), since 1981 it hits had great difficulty 
in finding the budgetary resources required'to maintain the system. Tho 
limited resources that have bean made available have gotte to the hardtop and 
graveled primary and secondary roads with virtually no und available for
 

rural roads. In addition, some of the unimproved feedur roads evential to
 
the nuccoss of Intograted rural development progrnmR, Irrigated purimetors,
 
cattle fattenin3 project, e. have not bean improved duo to lack of funds.
 
This situation has hampered or will precludo obtaining Lhe full return on the
 
substantial invastments already made, or In Lite process of completion.
 

Even more serious isthe fact that every year without routine or 
periodic maintenanca, the potential cost of repair tncreases geometrically, 
and the rate of the deterioration of the existten8 feeder roads accelerates. 
The World Bank is al.,rmed, and plans to dovote its entire Fifth Highway Loan 
(now under negotiation) to maintenance of Sonognl'asroad network-primarily 
concentrating on primary ,and urondAry roai. An itrr,.ult, it has welcomed 
IJBAID cooppravlost uttlizNg tho J0:nI riirr rcy genoriLod tnder this VAAO for 
rural road a114ntonancio. (suo section V "6t, or lvt.l Ci;rruncy" fvr a ftululr 
description of the i/c pr.gram for rural road maintonarne and imptovemont, and 
Annex 0 for an economic evaluation of thin program.) 

3. 	 KeX elemento of Lhe GOS strategy to donl with tigriculture wctorproblems
 

As set fortaI n the Reform Plan, the key elements of the GOB strategV 
for revitalizing the agriculture sector are: 

a. 	 reorganization of the wsed distribution and marketing systems; 

h. 	 ruurgantP.tLI4m of the Rural DeveoIsnliL Apencles (RDA's) to 

decentralize their managemoen, ruducu opardting costu, incroeav 
efficiency and liberate areas for private ector Initiative; 

V, 	 oenouragomatt of private se:tnr nlhttiitivo In areas of marknting 
and agricultre morviceas; 

d * 	 greatior Inivo)lIvQ, nL of coopior-O vote ittI vJIIaltu levil A1ro lip iII 
do(oteion -alaklnjt relatud to vonwlhjerltl ilgrictitttira 

revnjIn 	 , a% nai Lgri . I hi . ; 
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f. revising thie struictlre Lor' the -agriculture research program;'"'" 

In 1980 and 1981, the GOS initiated actions of it, practical aturo to 

implement elements of the above agriculture strategy. For example: 

Peanut prices were raised 11% from 45.5 CFA/kg. to 50 CFk1/kg.
-

- The GOS, in 1980, began negotiations of revised terms of 
reference and budgetsofor the RDA's. Known as Program Contracts
 
("Contrat Plan"), the now agreements are to clearly 'state thie
 

i eratin!i
 responsibility of the GO for support of staff and op


budaets. In return, th0 RDA's muti commit thomnolves to' 
spucif ic productlon turgat ,' rodua' tha numbar of staff 0 and 
wichdraw from certain activities so As tie create opportunitiers 
for private sector replacement., Program contxracts negotiations 
ware concluded with SARD containing explicit statements of' 
production objectives and 'roorganiation. ROMA also has
 
reduced itn staff hy 502.
 

S 	 The government farm supply agency (ONCAD) was disbanded and 
approximately 400 workers ware removed from government rolen. 
Steps to hava the private sector handle the peanut trade'yore 
undertaken when the OS placed this rasponsibility vith the oil 
manufacturers. 

- A working group was set up in 1980 to defino policy and 
institutional objectives for agriculture credit and In 1981 a 
plan for the complete revision of the agriculture credit program 
was drawn up by the Prime Hinitor's Working Group for 
Agriculture Credit (of which USAI is A member). 

Plans worp begiin for n m jor program of farmin4 systems reaarch 
which wag put into effect in 1981. 

- Other reforms, such as increasos In consimsr prices (and reduced 
subsidies) of bread, cooking oil and petrol products, averaging
 
nearly 25% were initinatod.
 

In 1982; while the (10$ remi4nad faithful to tie main lines of itt. 
Reform Plan, particularly In the agriculture sector, It had some difficulty 
remaining within th, financial cailings for credit and budgetary expenditures, 
and In meeting the targets seat out in the Standby agreement with the IMI und 

soma of the conditions nf the Wanrd lank structural adjustment which ware set 
to support the TMF'n cinnotnry rnrocts. 

The dramatic fall in the world price of peanuts agravated the 

foroin exehnnO. deficit, and Increased the budgetary deficit. 

As 1962 van a pre-olocction year In n multi-party democratic context 
(electiono wore hold al the und of Pobruary 98)),.tho LispOtion of 
additional sponditiA rowtnaintoI after the cournagontin itlis taken In 1980 and 
1981 bocams extremely difficult for the lovormiai, As a rault, the OOS did 
nt make tll of Its J982 turguts, And forlAn exchange roleatues under both the 

MYW Standby and World SNO Structural Adjustment loans were hld upi, pending 
resolution In 1983, aftvr elections, (SectionlVI Macrooconomic . 
Just ication" discuses this gittitlon In more detaile) 

,/'"5"'"' 
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4. Other sectors __ 

Before 1960, Senegal was the administrative, commercial and
 
industrial center of the West African Federationt1 and eaJoyed all the
 
benefits conferred by that stntus. Independence deprived the country of this
 
role, and~durind most of tho iiixtios, Senegal had to tidjust its administrative 
structure, tranit activiLy, nnit its infant Indutry to boatcr match the more
 
limited needs of its domostic ikrkot. With it ,0widn iry sector contribut ,iL
 
about 23% of GDV i 1979, Sniugui. can b charactozed au u emi
industrialized :oUnLrnyl by African standardu. ,1lwvur, Lhu avporonn o(
,rowt, 

the industrial iector since 1960 has boon a riit.ter modest 4% per annum (p.a.)
 
on average*
 

The principal lines of industrial dovulopmant have boon production
 
.and processing of primary products (phoaphate, cement, groundnut oil), and
 
light manufacturing Indistry for import .ubstitution. In1984, aprivatoly
 
run, world-class fertilizor rncllt, Lntornllitnal Ci oSnal,(ICS),
 
Swill come on,st ro1 -usng the locally mined phosphate, and mixing it with 
Imported sulfur Mko Diammonium Phouphate ( AP) and Triple Super Phosphateato 

(TSP). While the complex io mainly for export, part of the production will be
 
sold on the domostlc market, First your exports are expected to be 213,000 mt
 
of fertilizer an~d 200O00'mL of phosphoric: .wld p.a. It is a mixed
 
corporation with equity capital of 225 billion CFAF ($be million) hold by
 
Nigeria, Ivory Coast, Senegal, India, the Islamic Development Bank, and
 
private banks and firms. Principal loans have boon made to ICS by the World
 
Dank, Islamic Bank, Calsse Centrals, African Development Dank, IFC, SIB, EDP, 
and OPEC. The secondary sector, including the phosphate mine, employs about
 
71 of the labor force. flishly skilled and managerial positions inmost elarge 
and medium-scale enterprises are occupied by expatriates. Tht. future of the
 
mining and industrial sectors is moderately promising. In mining, in addition
 
to phosphates (estlmate, show 41 year of reserves at the current production
 
rate of 1.5 mIllion tons p.oa.), Senegal has modest offshore oil reserves and 
large Lron ore deposits of n quality 0hat Wo4ld seem appropriate for a modern 
steel Induntry. 1Iwevor, nil and Ire ore renorves havo not boon fully 
explored. Ore deposits are located far from exttinu transport centers; 
cnnn.qsintly, t hv.'r dev.'lopmunt would involv very 1011% i fitinvvetoltt colto 

transport infrastritrture, nnil commreial explottiton Is unlikoLy to start
 
during thu loru.4unt deeh. With rspiot to ,i.iiiinittiriln, thuro are otill 
some poslbilltlos for daveloping Import substituIon Industrios More 
importantly, th. country's political stabLlity, its well-developed urban and 
port infrastructuro, its proximity to Europe, and its strong political and 
economic links with major European countries, could make It attractive to
 
foreign Investors and foster the development of un export-oriented Industry.
 

At leoast two other areas hold more promiso. Sanogal iea rich
 
territorial waters with a large and diversified fish itocki In fact, the
 
domestic f-ihin- and fish orocsuing industEr is one of the few truly dynamic
 
hranches of eaonomic activity,
 

Undur colonial rnLe, thu rqdorntin Wvis vump;iuvd ot Lhi Vramnuuphiuou 
L nientrevonr.1,nfn, f(;oln.'n# Ivory ,oin, Mootrllfn Nelan (Hai), Upper Volt, 
and Himiegal, 

I 
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Als p -tile -,cti 
5. factor Soia 

Senegal'spopultio itao mst ofit h ooucharcersic efAfrthe 

raid ratle of lr h ( ff Odpa.l),i i a 2.8% aihightirdependencydemograph: a o 

a erv ou: gote gro e rann touraiosfacilit to r a l' (over 40% n1 
0u 
s 
ndr a 

loi but increasing ahe oeagce' 98r ore
 
: +imporSantly$ s ationf o....eratinig
ro deoraphcrohseem to ate and th
 

rate of grovth of the working age population (2.2
% p.a.), thoughIalso
 

lnirreasina$ Is diut insi'ly balow tile overall 'population growth rntc'. Thito 
terms of demand forAttendant soCial cost of theo basic features in 

and for Jobs create potentiallyeducation, health, other basic sorvice, 

serious problems within a slow-growing economy: such as Senegial's.
 

Other socio-demogrnphlc factors more opecific to Senegal' have a 
direct bearing on the economic environment. Onols the large concentr *ation of 

a highly developed city and administrative
population in the Dakar area, niow 
and cultural centor of close to one milion'people, with a large university 
and several other institutes of higher education. Another is the impact of 

Senegal's long historical exposure to the Western world. The most perceptible 

consequences of these two factors are a strong Piss towards a "European"
 

pattern of consumption, a wall-organized labor force with highly vocal unions,
 
and a liberal political uystum with officially recognized and influential
 

opposition parties. The overall impact is the continuing popular demand for
 

higher wages, job security, and various forms of social welfare all of which
 
are expected to be provided by or Lhrough the Government. Thus, labor costs
 
are high by International astandards, in a country whIch In often considered as
 

a labor-abundant economy.
 

C. USAID Assistance Strantony
 

1. Overview
 

Tito USAID Seicga.1 co:ls ror FY83, sulaitted in Jailuary 1981, 
elaborated tho Mission Otr'teny for rcnpnndIng to Lhe economic nituation 
in-,:ountry. Thid atrategy wa ioe.optedl by the Africa Bureau, per State Cable 
77365, on March 6, J981. AlW/W accapt'd tihe PY85 ClSS oupplement, detailing 
the training and hoalth programa In support of ipproved goals, on April 8, 
1982 per State Cable 165374. 

The flY85 COf l ial itt, iiiltittod in February, 1983: (a) reviewed 
RSnogntl,, proslran in tmpl . ontin. its economic Riform +Plnn, now entering Ito 
Uthird year, (b) sot. out tih Mission's Country Development Strategy Statemunt.
 
related to this reform for thu 1983-1987 porlod, (c) summarized the chief
 
means by which the AID proglram would carry out th Senes StratOgy, through
 
iceasures In support of policy reform, Institutional development, the privato 
sector, and technology trannfer, and (d)underacored tho requirement that tho 
"isslon pit the progrnms provliimly approved from a policy standpoint in place 
during FY83 in support of thu Country Strategy if tho strategy is to continue 
to have moaning. Dialolluu about policies could be vitinted It practical
 
mosures are not takon within 4 rueasenAble poriod of time,
 



~~~~ 
w

 
: 

A
 

--4 4)A
 

2
 

~ 
r 

LU
 

h
.. 

u 
7u

I 
in 

u 

a 
.1 

w
 

0
 

2
2
 

u 

4.1 
:3 

N
 C

41'. 

IA
I 

9
 

4
2
 

w
 

I3 
J 

0
 
A

 
",
 

2
-

.L
. A

w
 U , 

laaB
 

10 .1 
0i q 

V
), 

t. 
4
4
 

M
A

 
2

9222 
.0 



1 17 

Section VI'U.B.3l "Key Elomants Ot the 008 Strategyo "above lists a 

n o.r the last .of 
...... . .. ..*y . actions taken ,goer


uppO~ eom4lnotu -the COBerl.The--USAID -progama 

trategy for the period 
thrif 


Some of the hglhtof'USAID's asitne 

(The chart on the next pagrIots out graphically
1983-1987 are listed below. 


USAID's strategy in tomus-of GOS's long-term goal,JMission's goal, purpose, 
Iprojects and outputa) 


2. Goalt food vel(-rplllineo 

Theo goal of -the IWSAII program isSunega'1 achievement of the, 
city to feed its people, by domestic production nnd by trade, oven in
 cap 


drought yoars) by tho close of this century. Incroneod a3riculture production
*+: 

is the key in Senegal to both higher pur capita income and to an Improved 

balance of payments. 
Sone8al. hasWith foodO@ self-raiac the goal, Lte USAID program in 

first isupon incroasud food production In ways

two principal emphasou,- Tit 


the maximum participation of the population, together with an accent
 

upon the regeneration of soil and fuelwood rosources required to cultLvate and 

cook food productst Maintenance of a viable rural road notvork, an essential 

part of the rural infrastructure, is fundamental to the 
success of this 

*favoring 


USAID's Second and rlatod emphasis Is upon the deliveryof health 
program, 


Lces at locallevels, both to increase the
and family planning serv
well as to reduce, over. tim,productivity of the farming population as the 

rapid annual rate of population incroase, officially estimated at 2.82. "t 

trends wll puush Senegal's attainment of foodunchecked, prevent demographic 
seif-raliancy Jnto the Wa-dimtant futiro.
 

1. Psiaor argets 

Towards the goal offood ,olf-reliancp the USADlhwith .08 

targets In agriculturoslcollaboration Is* set four uhief 

u 

- the progroessiva docontrol and comorcialtalion of rural 

prodoction (ly activnting famors' groups, streamlining th,. 

RDA's, and oncouraglna the private soctor); 

- the davelopm,,nt of more effoettv agrnnomir practices (through 
i;ndI prilinl creditl mixed (faing);Improvud roesarct extenion 


- Lhe inervno i(rtiltivtvd land roa (Wn the Sonoeg. iver basin 

and Lhe Canatmince Region); and 

the Improved managemont of soil and wuter resurces (Irrigation
-
practices in the Senegal River and Cusamanee River basins, land 

reclamation in the Peanut Basin), 

human devolopmentSThe UBAZD'asslstanco strategy also OutabliNhes n 

program to maure tie suppurt of, and to derive benefit from, the agriculture 
and readierpriorities* Itreoogn u tia better nutrition, wider raintg 


both the means and the ands of agrieulture
access to primary healtih care ar 
hmreas demographicThe strt~udy uidrlines the point that, adevelopment.

In the lonn run ,+Owntlnl, the fenesary .(AsMIltlon
for I 

program Iii 
LL an Ar l ordabl e nutrition 

. tnbllshlng faily lIanning .itrvioes In rntiegA41 
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rogam io~nlstheeleefor aged,iinow funding bainnit8 .In!S USACDogillto c8urrently.o ands ocalptrtoc e PY85 wl efcsdohreptof 
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Title 111(685-0O231) 

~.0million §1 

-
"4 r'+::++ : -+: <? m' + 1" :+ + ' +: 144, I r+ +.. 'm41'414 4 ,,+ 4'i " ..... +4 

ES 65-0262) -4 

$.0million 
DP(685-0249 

5.0
S.mllion,
 

Total FY83 nonproject
 
18.0 million1'
 

activities takan togeth~er at'tha maro.-1ovol (dollar
4:These 


foreign exchange) arc designed to provide urgently needed balance of payments
support# and to achieve the maximum leverao possible to help the 008 Ivi up 

-

- 
to Its commitments to thlMP/Wowld Bank# and to help put Into effect more 
rapidly the Government's structural refotu set out In the eform ?Ion. (sth 
arc suarsid In Annexes D andi.) - The policy Leverage made posible loy the 
program assistance mode is enhanced because of the 00S hcipe for continutd 
program support In the coming years along tho lincs outlined In the U.S. 
Assistance.Strategy# VI..C. above.* 



-

At the micro-level utilising the Imports (e.g., general comiodities,
 
. direct reimbursement f.rtiltxer)q it i hoped to encourage specif'lc reforms 


(e.g. distribution of fertLIsler in the'prvate sector, lovering of subuLdyg 


regular, planned and budgeted funding of road maintenance ete.). 

Through judicious use of the counterpart or local currency genorated 
by the Import programs, 008 economic reforms can be assisted (e.g. before 
a.areoinS to. the rvlease of local currency for thi. support of private villase 
icival cooperativs, thu government must complete leglslationliving village 
livol group! diret access to crudit from banks or othor lmading-Institttion, . 
or the 008 must providu an annual plan for rural' road maintenance and 
Improvement, Including a budet, useof private contractors, In-road 
maintOnance ate.) For the planned local currency support' for rural-bauied 
road maintonance and 'uplrsdlng activity (this PAAD), the 008 Vill n edito have 
agreed to fund the first trancho of itlsare of the highway maintenance, fund 
being established under the hIAD Fifth Highvay Project now under ngosatlon. e 

- I Of the $5.0 million SD? $0,75 million Is for two technical assistance 
studiesi Iowever, for balance of psyments support purposesthi s amount Is not 

4,1 
+considered as direct support. Therefore, the total amount of balance of' 

payments support Is $17,25 million as Indicated olsewhere In the document* 

4 
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TABLE 21 
SENEGAL: WIiOR AID DONORPS(1) 

(Calendar Year 1981) 

AMUNT 

IN MILLIONS 

DONOR OF U.S. DOLLARS 

France 


World Bank 


Kuwait 


EEC 


Saudi Arabia 


United States 

African Dev. Bank 

Germany 

188.5 

Q9.7 


69.3 


65.9 


63.9 


35.6 

30.3 


29.0 


Commitments 

MAJOR TYPES OF AID
 
AS A %OF EACH 

DONOR?'S TOTAL PROGRAM 

Technical Assistance 38t 
Industrial Development 1S% 
Infrastructure 12% 

Structural Adjustment 571
 
Industrial Development 281
 
Forestry 9%
 

OM4VS 1001 

Stabex 31%
 
Industrial Development 23t
 
Infrastructure 20%
 

Balance of Payments
 
Support 781
 

Inf ra s t ruc tu re 22% 

Food Aid 52% 
Agriculture 43% 

Industrial Development 57% 
Infrastructure 43% 

Technical Assistance 261
 
Infrastructure 22% 
Agriculture 22% 
Industrial Development 17%
 

Source: OE0 and Senegalese Hinistry of the Economy and Finance. 
(1) Official Developmeiit Assistance and Other Official Flows. 



TABLE 22
 
SENEGAL: SELECI'iD CEN'TAL BANK FINANCING
 

(MiiTions of U.S. Dollars)
 
(Calendar Year 1981)
 

SOURCE AVAILABILITY DRAWINGS
 

IMF 108.8 62.6

Total of which:
 

Standby 63.0 16.8 
Compensatory Financing 

Facility 44.9 44.9 
Other 0.9 0.9 

Sources: BCEAO (West African Central Bank) and IMF.
 



TABLE 23
 

DEFINITIONS FOR TABLES ON AID COMMITMENTS
 

Official Development Assistance is grants or loans;
 

- undertaken by the official sector;
 

- with promotion of economic development and welfare as main objectives;
 

- at concessional Cinancial terms (if a loan, itmust have a grant 
element of at least 25%) 

Other Official Flows are official transactions at close to commercial terms
 
(e.g., with a grant element of below 25%). Examples are export credits,
 
bilateral portfolio, and direct investment.
 

Grant Element reflects the financial terms of a transactionz interest rates, 
maturity and grace period. It is a measure of the concessionality (i.e.,
softness5 of a loan. The extent of the benefit depends on the difference 
between the actual interest rate and the market rate and the length of time
 
the funds are available to the borrower.
 

Non-Project Aid is comprised of balance of payments/budgetary support, 
commodity import programs, program. loans and grants and food aid. Excluded 
from this definition is assistance to specifically defined projects or
 
technical cooperation activities.
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savings aiid crdt nudrt uu thu Ilishout prio'rity requirementi.
 
of Senegal's agriculture sector, Of couise, this evalualltion shIould take ,j2
 
into account previous utudies carried out'in this area.,
 

Fial, h quivalwil amuc tal, currency r <~-~ 

o.-f the raw materials ('ir bundn fart ilizar, i I 'permit the f inincinsof 1 

middle and Upe Cunmance andto strongLhoit th 'Caiage Nationale deo2 

Credit Agricola du Sdndal".(CNCAS Project), subject to the results,-of
 
the Credit Study.-

Given the importancu attachud by the Oovaramuit to Senegal's boaace of 
payments situation, and tu the carrying outof the Reform in tthe iulra l 
areas, I would appreciate your assistance and prurnpt action do that these
 
programs can be implemernted as soon as possiblo., 


-

Sincerely. 

. 

Chuikh 11. Kane. 
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) 	 v;;~ ~ ~ ~omOMOIY,:HPORT.i1i GRANT AGREEMENT , 

thog Lho~4~feia 11C4-4.4'rlie Untd4ao 

A4ttc14 1: The Grant 

A <+) 	 AURII'NENm.. . . ... . .. .. . -4" 
olPlf l.- - Al)t 	 o mti

(C 4 lio li oii Io 4DI I - .~-.- ev 'GAtIi to a44kAg444 

ies +and+o ign exchange+I+* costs :uf c++er isin: :comeli if;:++ '+++:r q+. ,+++ ++++ +f++ 	 4: i: To f'Inan, t he+ 	
lo vi4 l-4 1 411 4.1(l bel4- f'vx OiW eldi4 	 4n 

i+:+ c omiodi ty -related beorvicOau("E'mligibl~e; Items";) il,+e+;py to +promot+eeonomic+i,( ?....+: 

:+:4daolopmoat+anid stlability, + the ttd+es, p+]ursuant +to tile Foreign++~++- ;+ ;++ +*+
Unite . 

4 4 .
S+ Aesis anc o" Act o++ 19 61,- . -,, - to +grant: the +Govornmelntk~of ;it+ he. :?+:+i%+' +t 0 f anst amended,+ag rees 

Funds.. 	 United+Stntus+Dol lars ($5,;000,000) (the+nttexeed Fi ve Miliion 

%r +2..•i Coodltiii -"se:* + ,itPrior::++;rt +.... ..firml;+disbursement: + ; * ;++ +;: , 

i:;on Pr.Lwedent. theo 


+: under AIDL of, docenitation pursuant to+,+:+ e
+ 	 the GranL'.,,o Vtl cJ.*5ssuancuof ........ 	 !#
 
r ! which disbursement

. will + be made, h Cuteco will,; except as tihe Parties::
marw oh re riin torI form nnd ...... t....
sea i ,furnish ;In

B 	
4 

4 4+++ 4 	 - 44+#+ 

01 Gh+r+IInLov, 	 and Lliail II culli.LILuLv +I v~ilid and Jijal+lly binding ++:,i: + 

pOrlsono'11avu LIt%, ai~lhoilti to act as tlha represuntativbJ or:,: 

+ 	 . ~raprosentativen of the Grantee pursuant+, to Section: 7.2$ ,togethetrwith:
 
a+ upocimen tilo.tuvu of" catih pers'on certified no it.$ aruthontic/ty'.
 

_., : +t.(c):Aprocurement,,_plan-including t~he_proc~edures bywhich, 411 ": :" 

+;+':: '*. .	 .procuremont f!innnced ulndor thisl Ortnt will be cnrriod out,: the:, ': :
!+ :: 


a l lor t 	 fill, ptiblivi ti:l A + ++ + ++ v r :: :foreig nl oxelhinito ln.i +iiid tl,' muchlatilisin 

:+:'< . i: srOn~tlr ~motlil. rndl mnk iii8 aw iitl" +":: .- . +: +; .+ :, :,
 

"*LW A wri tte lntointinl:t thati t'ihe ,rilii a10 s nt+a formal lettlar: to : L 

::.:: ': : : :: ': + :;:the !lInternat Lini i n n. tary:Fund .!( IMF))!+o ilna .f o rthi ts proposall+ fonr .
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-Coridit'tons~irec'caodeititSectioa 2.2 	 to, Mubouracment of' Local Currency 3 A 

Genera ted - - ' --	 3 A 

(G) No funds will be released froin,,the tqpoctal, local currency account to
 
be establishied, In the Central Baikuntil -- arrngoments for a joint .GOS/SAD

Counterpart Management Committee have been finalized. (See Section,'5.l,(a)).
 

(counterpart) until thle rood maintenance revolving account to-.be bstablishied' -

with, the assistance of the World Bank under the F1ilth Highway Project is 
operational, and the agrued upon matching contrtbutions. due in the summer 'and.7 
fall of 1983 have been deposited by both the Bank and thl COS; 

(c) No f{tndR will bo rolea~ed from the npe(inl local currency 
(counterpart) account tiitil the Public Worku Department has preparedan 
ticceptable plan for exwcution of the Projet., With guarantees of. equipment and 
personnel availaitlity, nd derhiled descipti of thequIpment to be tited. 

ovt~ti on 2.3. No~t 11i ent I ii. Wlioi All) hall dlt crit Inud thtit Lthe "coidit Leng
 
,ipeci fled In Soatorn '. i veen nut, It wIll promptlynotify the -1
 
Grantee.
 

Section 2.4. Trminal Date for Conditions Precedent. If notall the - A'

conditions specified in Section 2.1 have been met within ninety (90) days
 
from the date of-this Agreement, or such later date as AID may specify in
 
writing, AID, at its optioni may terminate Lthin Agreeoment hy written
 
notice to Grantee.
 

Article 3s 	 Direct Reimbursement, Procurement, Eligibility, and Utilization 
of Commodities 

Section 3.1. 1)1ired It ln burttmunr -tip to C1.5[mili dollara of this:on 

pgris,,L rnay heu, t 1 u rOL c fhirn('l. to the Covernmeint of
 
Sangn I (GS) in dollnrui oI' LhU vlue( Of Jo(oiJl Imported from 01hc',United
 
Stntes during the (GOS) fiscal year 1982/83. This reimbursement shall be
 
made upon presentation of appropriate documnation the specific items
 
Imported from tho U.$. and identifying and certifying the source and
 
origin for eligible tommndltln an providotd for In Regulation 1 and
 
Ilandbook 15..
 

Sect I on 3.2. All)e'tiluintft 1. This Urntt and He procurement and
 
utilization of commnditieg nnd commodtty-reoteid services financed under
 
it are gubject to the tvrmo and conditinti of AT) Rlgulation 1 ns from
 
time to time amended and in effect, except as AID may otherwise specify in
 
writing. If any provision of AID Regulation I is Inconsistent with a 
provisinn of thim A~ratimant, the provision of this Agreement shall govern. 

Section 3.3. R1lpthle TtVmu. ', 

(a) The commodities eligible for finnncing under this Grant shall be ' - 

theso ipeci fied In the AID Commodity Rl11gihi1lty Listlng an set forth 
I n Iho' Imp Ienmc I I on Let t'rv rand nOmndl I I ' Tn tiitet Innnl1rovilremont 
l nlge',,i v U'rio t.. - (nmdi tny-e Iroll tl Pi,,rvl oti iui; 'dir!tled Ill ATI) A 

ltRegouiLJio nra 011ilu tionclng under this Grant. Other items.e for 

. hal 1- beilitq a) Iolhto' for finanoil pii. ily w Ill 'the written agreement 
(if All. All) i .iy 1 I i tI ir l,,,. ilII ' I r t' cnIiiti)od I t ,n-or ,ommo"tty 

-, w"' sit I- - lo gi i3 t 

3 



::;:(b)> 	AJ ) re~oervesth riit inexci epiol iu~ost eee 

"~ ~ 	 ~ b Schrevoule BeCoderso u the Ctomity.~f!religibly Lsting.i Suchright?
' p 	 b 'I (o 11. approval) orrvaifonos:coqu di- t 

:"::!:) 	 : no0.:later :thann tihe drite on which: credit,, All)::williexvirisc: this'right 

r 
-~omn
,: . it exlpeodn- ftind tH, av
(i -r i - it4 e -h ,c m o I444I o44t;44 f4 I4~im m-44~ it i ~or I4I> l 

• 	 ~Sectiln 3.1 'rocuroent Sourco. All Eligible Items 1iil hlave :thoi~r"- .').::i:?:: 
sou rc e a nd origintn tit(: "Unitd"Strinte ," (Caodv 000 of th!siAll),:eog rai tc-

C(ode Book), except ai All) may :spocify in: tmplementattll itr risIca e d r d t m d t - ( ... ' " : ... d ' ~y4rm 	 .. 4 

'
 Section 3.5. Eligibility Dnte., No comdte rcommodity-related 

':! .services ay be fina nced tinder this Grant .if-they were: procured: pursuant =..
 
• .::"to orders or to contractoi firmly placed or ,entered.into prior to the date 
,. 	 of this AgrroimonL, except: an AID may othorwin ngv .In.writing,.-. .• . 

:Procurement tor Private-Sector. |trsof.. 
Simporters will be subject Lt'the negotiated yrcrmnocnrof n 
...... 	Section 3.6. Procurement .by private 

Section 201.23 of-AID Rvtilation' 1,' except, as AID may othlis aSgree in:/ .: ' .:i 
" 
writing or the .. reporter elects procuirement through thle folmnl competitive . : : ' 

proceduires of Stiction 201. 22.: " :-" 

n 3,.7 . lIz__- 1,. .-	 4I
4 S c:t Io .,lit 	 444t44411m 

w i e
ulIIv't Ive Iy for rlm itiH t I ieit Is• milde4 in t.,nd, 	 rise Its best,iffrts
wiI Lx! v To iiimod I11otht,pitOrnntoe willfor v I Hskvallib-4.Ista llnov ,' 

, 	 . ~to'.nssure:.that tlhe fllowing irocUoluren anre followed:: :":.:; 

" ~customs authorities; commodity: Imports nre promptly pr~ce ssed
 
fety co€mmodities.
through, customs at potpot fety such . are removed :.=1rehou's
from ctston4 nd/or-bondad wsithin ninety(90).
 

the vassalscalndaat fomthe part atetheofentry, unloss theareImorter in fodas ho commodities unlonded 

.	 ~~~hinderedi by foroep maJeuro-or All) (,tlnrwine ngrovs In writinag; ild- ... 

00i the commoditl,,u aIre .connuimtd or lined byto morte nri 
at orin o o ( ) y ,itfrom tl(,,(Into- ti"vo totl l) ore: 
-frumvo-,t,om-,4rmovoi 4l44 ednloon il longer p lod (-tit Jtis t l f' 

...:':. 	 _I W-.Iu n ~o ~l IX- y1,toIorJI Itd-Mby.0 or . aill:. t-:,11111t lorlli:.y~ 	 rvo)( m1- ill, 1ji. 
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whc snticue in AID -'4orpicCd 3 a's in e ' th
 

,
o 7arcat unde-f r i y cr y
 

+time of shipment, or :(2) on ancen e whc AID by...ten
(a) oodiisw..o.be..n......de designated as inelgie or ofder
te G h 


Grcane ay chtber hinch uado received pri An aD eptroval.hc
(1)nan oean vessln onirrd aircraundr(la orvogiry'ofa cuneryfIn 

sotieof s,1pen or A '(2) an oenvselwihADb rte
:i+:t~~(b UnIvsHl~r oltherwl: All< i |ll f1 onTv~ly,'f :botI'
~il ~ :ialith|orii'led w +.(iance 

i i 

ti' ary c Code us twh J mihy i o id i n Aed I thographi 935 aindeffe ith
 

()ice to I D atee h a iprivateal ioned Unitible sd e 
t o an 
comnial ocen vesestr-ic re not avaldabL pirafair and reasnal 

f o r rwsne 

t + of a goods (compLieUi.nd i 


J Uless LIh hi,1) alivast finLmypercet (50)of the gros 
1onnage l sepnaately foLr dry bulk carriers, dr, 

cargo ltineryI and tanikers) fiatinced by AID which may be tranuprte n 
ocean vessels willbe transported pn rivately owned United nites-flag 
Statesflag commercial vesses) and (2) least fifty ercent (50%)p 


of the gross freigbt revenue generated by all shipments fininced by
 
AID and transported to the Republic of Senegal on dry cargo liners
 
shall be paid to or for the benefit of privately owned United.
 
Stares-f ag commercial vessels.
 

Section 3.9. Insurance
 

Marine insurance on commodities financed by AID tinder thin Grant may also
 
he fi iindt.-t Gu40 I OWmL filuul Inilitiii:11, In p1 no-ed (n it
ticed tlb Cr prvi dod 
,f')ii II 1 lll1,l tmd'i lhi' ,' pi4 (sI ltv-4-uI SOClIfoil1 I i hIIG I1' 1ll11)u III 3. I f thiltlbt 

Article 4: Disbursement
 

Section 4.1. Direct Reimbursement. After satisfaction of the .,;onditions
 
precedent, the Grantee may obtain disbursements tinder this grant by
 
ruubmiLing requests to the USAID for reimbursement (4upported by the
 
appropriate do~umentation). Tle USAID will then forward them to 
 -

AID/Washington, After review and approval of the documentation AID/W will
 
cause to be Issued a chuck to the Government of Sonegal for the ahmount
 
approved.
 

Section 4.2. Letters of Commitment to United States Banks. After
 
satisfaction of the conditions precedent, the Grantee may obtain
 
disbursements of funds under this Grant by submitting Financing Requests
 
to AID for the issuance of letters of commitment for specified amounte
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to one or more banking inllitttons in the United Statee deninated by 
Gvanteu und satisifactory' Lu AID. Such' letters will commit 'AID to 
raimburse the bank or banks on behalf of theL :ranteefor payments made by 
tle banks to suppliers or contractors under letters of credit,or 
otherwise, pursuant to such documenta tion requirements as AID may 
prescribe.: Banking charges incurred In connection with letters of
 
commitmient and disbursements shtill be for the account of Grantee and may
 

be financed by this Grant.
 

Section 4.3. Other Forms of Disbursement Authorizations. Disbursements 
of the Grant may also be made through such other means as the Parties may 
agree to in writing. 

Section 4.4. Terminal Daite for Requests for D~ihrsuinont Atithortzationti. 
No lotter of commitment or other disbursement authorization will be issued 
itresponse to a request af ter LvighIteon (18) months fromthe date of this 
Agreemont, except as AID may otherwise agree In writing. 

Section 4.5. Terminat Du ior Requets for Disbursecment. No 
disburuement of Grant funds shall be made against documentation received 
by AID or any bank described in Section 4.1 after twenty-four (24) months 
from the date of signing of thin Agreement, except as AID may otherwise 
agree in writing. 

Section 4.6. Date of Disbursement. Disbursements by AID ohall be deemed 
to occur on the date on which AID makes a disbursement to the Grantee, or 
its de ignee, or to a bank, contractor or supplier pursuant to a Letter of 
Commitment or other form of disbursement authorizntion. 

Section 4.7. Documentation Rquiromants. AID Regulation 1 specifies in 
detail the documents requlr,d to substantince disbursements under this 

" Agroemcnt by Letter of Commitment or other mthod of financin8. The 
documetit number shown on Lht( Lttor of Commitit'it or othor disbursing 
authorization ducumunw uhaill be thc number reflected on .ll disbursement 
documets submitted to AID. itaddition to the above, the GrAntee shnll 
maintain records adequate to establish that commodities financed hereunder
 
have bten utilized in nccordanco with Section 3.6 of this Agreement.
 
Additional documents may also be required by AID with respect to specific
 
commodities, as may be set forth in detail in Implementation letters.
 

Article 5: Genornl Covenants
 

:fecttlou 5.1. lisa of Jwd1i (Otrrvita.
 

kit) Gr, ictt .' wil i lt I I li a Specta ArenfllL It 1io Co trill Ilink ofl 
i 'i- ,+l ufd!I t lIP,a'In culrrency Ir tlO tovvrnm.nL- i. t'jtolm ;v rL 
Republic ofSeneg Hl mnunts tiproreadn necrung to tieIn equal 
Grantee or any atuihrized ngency thureof ns a result, of the Dirent 

I'+
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Reimbursement procedure or as a result: of, the, import of Eligible
Items. "Funds in the Special 'Account may be-used for~suchvpurposes as 
are mutually agreed upon by AID 'and the Grnntee) provded thatsuch,
portion 1of the funds in~the Special Accoiunt "as may bedeint, by
All) shall be made avatlable to~Al) to nhet the requiromunti; of the' 

M(b lepousrta to the Spocial"Account Min I I L'-omdue 
monthly upon advice from AID as to 'dliburuemunts'made 
Agreement. 

nnd rayablo' 
under the, 

>4 

(c) Any unoticuubured' balances of Wnae wlicls ruinain in the Speiail
Account upou tairinUtion of ausisticu.horoundur shall~be disburtsd 
for such purposes as may, subject to applicable law, be agreed to 
between~Grantee and AID. 

Section 5.2. Taxation. This Agreement and the Grant will be. free from 
any taxation or fees' Imposed under laws in effect' in the Republic of
Senegal. To the extent that any commodity procurement tratisaction < 

financed hereunder is not exempt from identifiable taxes, tariffs, duties
and other levies imposed under laws In effect within the Republic of
Senegal, the same shall not be paid with fundi; provided under OhilsGrant. 

Section 5.3. R.12oAandRecords. 
AID Regulation 1, the Crantce will 

In additton coto i quirenonts in 

(U) Furiiisi AU-iuch reports and nformtioti relating, to the goods
and servicaeii financed by this Grant tind Lha purformdnce of Cranteo's
obligations under this agreement a3s AID inny reasonsably request; 

S.. 

":+ , + ' 

(b Maiincaltn or cautic to be maIntninud, iii accordance .with genertilly
accepted accountings principles and practices consiptently applied,
such books id records relating to this Orant as may be prescribed in
ImplementatiLon Letters. Such booki and records may be inspected -by
AID or any of its authorized reprenetitativos at all times as AID may
reasonably require, and shall be maintaitiod for threeayears after the 
date of last, disbursement by APD under thii Grant; and 
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(c) Permit AID or any of its'authoriced ropresentatives at all 
reasonablp times during the three-year period to inspect the.
commodities financed uinder this.Grant t any point, Including the 
)oilflt of u110. 

Section 5.4. Comp5't'ntsito Iiiformatlee,. I't (?raflrc confirmit: 

(a) 11U1 L theU tatS 1111d acircum,tancuu ut Which LL less infotmed All), 
or caused AID to be Informed, in the courue of reaching agreementw
with AID on the grant, aro accuratv and complete, and Include all
facts and circumstances that might materlally affect the Grant and
the discharge of responsibilities tindur this Agreemant;,and 



-, '+ +' .,{, ' 4- + 
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(b) That it wll informAID in timely fashion of anysubsequent 

facts and circumstances that might materially affect the Grant and 
the discharge 	of responsibilities under this Agreement. 

Grantee affirmn that no payments have been
Section 5.5. OrhrPLn)ni. 

or will be received by any official or the Granteein connection with the
 
procurement of goods or services f.inane. d utider Lhe G;irin excel)L f<u
 

h .xosft of ihe
orhe mi In r-- payment sI ego 

Grantee.
 

Section 5.6. Minimum Size n1 Transactions. No foreign exchange'
 
to this A4reement shall be
allocation or 'letter of credit issued pursuant 


in an amount less than Ten Thousand Dollars ($
10,000), except as AID may
 

otherwise agree in writing. 

Article 6: 	 Special Covenants Concerning Program Implementation and 

Achievement of Program Objectives 

Section 6.1. Efficient Import Procedures. Grantee covenants to
 
assure that its foroi l xchanjo.
undertake measures noessary to 


allocation and import licenning systems work efficiontly and enable
 

private importers, including small value importors, to participiote frUlly
 

as benoficiaries of tl~is Agreement. 

Section 6.2 Road Haintenance Budgets The GovornmenL n:ovenants to make
 

all reasonable efforts to regularize the financing of, th road maintenAnco
 

fund Eo thlnt there are sufficient funds provided annuanl : tu maintain
 
Senogat's road network In a satisfactory condition, and liat these
 

budgetary provisions, over the next few yoars, will take priority over the". : 

building of now rqoads be they primary, secondary or fcedr. 

Section 6.3 Road Maintenaneo and Improvement. Grantea covenants that
 

i wil l onsur that propur arrangemonts are made for cxo:ution of any
 

additional design and Lnahnicnl studies which may be needted for this or
 

future programs.
 

Section 6.4. Periodic Consultations. Grantee and AID agree to moet
 

peroLodicnlly, but no less than annually, to discuss the progreas of
 

imploentation of tho aforementioned covenants, to discuns the status of
 
of the AIDthe oconomy,.associated economic issues and the relation:thip 


program to those matters.
 

Article 7: 	 Termination; Rumedia
 

Sectioni 7.1. TormInti n. Thin Agrwrw.Olnt may he torminated by mttual
 
of the Partiae t fitly time. ithor Party may ;irminate thin
agreement 

Agreement by giving the other Party thirty (30) days written notice. 

Section 7.2. Susnonsion. ff at Any time:
 

(a) Ornnteo nhnll fall to comply with any provisioii of thie 

Agreement; or 



________ 

V 

"rn'an 


aaa 

(b) Any representation or warranty made by or on behalf of Grantee, 
with respect "to obtaining this'Grant or wade or required to' be Made 
under this Agreement is incorrect in any maferial,rspect; or 

(c) An event occuri that AID determinesto ho an extraordinary.
situation that makes it improbable either, that' Lbbe purposes of thle " 
Grant will be attained or that the Gratitee will be able to perform 

~~~~Its obligations under thin Agreement;'tor a'aaa 

Cd)AnydisbrseinutlL byAIqwou d be invioiation of the logislatiot 
governing-aAID; ojr" 

(e A (1014111Lt shal hve occurred under any o~iragreement' bettwuueu 

Grantee or any of its agencies'an the Government of Ithe United 

States or any of its aguncies;
 

Then, in addition to remedies provid'd in AD Regulation 1, AID may:
 

(1) suspend or cancel outstanding commitment documents to the 
extent that they have not been utilized through irrevocable 
commitments to third p.irties or otherwise, or'to the extent that 
AID has not mndo dlrV.cL reimbursement to the Grantee thereunder, a
 

giving prompt notice to Grantee the~eafter;
 

(2) decline to issuet additional commitment documents or to mako
 
disbursements other Lhan under existing ones; and
 

(3) at AID's expense, direct that title to gwoods financed under 
the' Grant be in if the good orv'iuvested AID a deliverable 
state and have not beon offloaded fit ports of entry of the 
Republic of Senegal. 

Section 7.3. Cancellation by AID. If, within sixty (60) days from the 
date of any suspension of disbursements puruint to Section 7.2, the cause 
or causes thereof have not ooncorrected, All) may cancel any part of the 
Grant that is not then disburuosd or Irrevocably committed to third parties. 

Section 7.4. Refunds. 

(a) Inaddition to any refund teie r equired by AID pursuant to 
AID Regulation 1, if AID determines that any disbursement Is not 
supported by valid documwentation In accordanceu with this Agreement, 
or isin violation of United States law, or is not made orused in 
accordance with the terms of this Agreement, AID may require the 
Grantee to refund the amount of such disbursement in U.S. dollars to 
AID within sixty (60) days after receipt of request therefor. 
Refunds paid by the Grantee to AID resultiig, from violations of the 

snttendstrid": ... r+pris
terms of this AIreiveait 'shall be-considered as a rieduction in the 
amount of AID's obligation under theAgrodmnt antishall be available :Setin7,.aouda ,
 

or rausae under the AgremunL if authorized by AIDin writing. 

oh require such refund will 
dontnie, nowithstnndin. any other provision of this Agreement, for 
Irm (3) yotrn from Hti dat of the lniotdiibitinmia tinder thin 

(h) The r i to a of u -hiiiburcoment 

Agreeinunt, 

-

,
 



Agreemen wil be cosre as, a wave of suhrghs owro 

to exercise, ayIright power, o accruing to A 

Aticle 8.: -- a-nos, 

S 

:::/:Sect ion 8: ': ? :.>3 : .1,i: . Implemen ta tio Letters. ::rom,it imettifoth 

Letter and Comodity Proctiremaint Instructpons descr......... 

Cmtio 7..rormnnwiruof wneill notdeela in exesng 

rocedure. 

or momiftge 

p-a-r.:Sgticiga prvsogootisgemnt mlmatio~vnLetoters ': ndi 

tocexer 8i2e aeyresht, powe. or emd purpose roeaD ud this 
Agreement, the Granteeuwll be represented by the indvdual ho dingor
acting in theloffice oftheMinisteraofoPlanuandsCooperationand AID wil 

Secitiona8.1epeentatinTettaes omtme pet~tivesfothe 

I 

. , ' ,be represented by ,the Individuitl holding or acting in t h e office of !the 
/Director, USI/engl cat fwob'rte oie a eintGrantee, wthispecimenslgnatures , will be.Dprovided to AIDewhmiche ntmayi 

etaccept as duly tithorzedu ny Instrumentuigns dy rich eproeduei 

implementtlion of hlip Arlrt' emitLp u untl roulitor Iwritten no pemttedof 
revocation of honirnotforitN A.grau- mle ntio;Jeesad 
Section 8.3. Communications. inylnoticeq ues, document or ohifyh 

tarxy ofdthis-Agreomroete-

communication submitted by eiteor all purpothere this 

dill be in :writing or- by tele~gram or cbe n ilb emddl ieor. sent when delivered to bich partysat the bfollowing didless . i r 

aTin nthe oee: oinistry Pof ']anand Coope rationberhpresented bytheidvd holoDakar, Snegal in t 

' : 

Mail Address: 

, 

T Director, 

ail Address'pcm 

c adu ath.eacyo 

USAID 

.... 

Ministry of Plan and Cooperation 

~Dakar, Senegal . 

brtt n nh ic 

S Dakar, :SengalUSAil b provi t A 

Ame riii b mch rrst 

... . .Dakar, Senegnl 

such 8Allcommunications will b nyInronceunless the durtien otherwise 

agre n writing. Other addrPs-mo may be tihtued for the above upon
giving of nnti. The riytelee In addition, will provide the UlgAID 

~Hlt,tull W1t01 it t'Olly 1orl 00em. itnl~atioli fet,n(o hID/Waijbington. 

Section 8.4. linfrmdtL.on ind .larkngt Tho e ntee will give appropriat 
publictto t heGrant: ant a proram o which t e .United State hai 

- ::: contributedp and mark goods financed by AID, as described-in : .Implementation Letters.intr o a and Coopertion , • ': 
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Section 8.5. Language of Agreement. This Agreement is prepared in
 
English and French. In the event of ambiguity or conflict between the two
 
versions, the English version will control.
 

IN WITNESS WHEREOF, the Grantee and the 
United States of America, each
 
acting through Its duly authorized representative, have caused this Agreement

to be signed in their names and delivered as of the day and year first above
 
writ n.
 

REPUBLIC OF SENEGAL 
 UNITED STATES OF AMERICA
 

BY: BY:_ 

TITLE:_TITL,:
 



ANNEX D 

SUMMARY OF GOS DECLARATION ON ECONOMIC POLICY (1980)
 



ANNEX D 

SUHARY OF COS DECLAMATIONION ECONOMIC;POLICY (1980) 

. 
.	 .*'A., introduction 

In order. to redress the economic situation in'Senegal and inr 'cognition. 
of the long-term structuralnatureofSenegal's economic' difficu.tiait the 005 

adopted in the course of 1980 a comprehiensive medium-term,'plan for; economic~ 
policy reform. The plan calls for che'following'general measures: 

rimproved
managementof public finances"-of the'parapub ic'sectorand
 
t 	 0-10ot h-neoe
'of external debt; o ensure the implementationof, an'ad'equate, p4 ubi 

investment program without compromising Senegal'sucredit-worthinems; 

*, - the introduction of a restrictive and' selective credit policy; 

the introduction or a new foreign trade policy;
 

- a. more systematic reliance on market mechanisms and economic 

incentives to encourage private investment; 

- a reorientation of the national investment program towards the most 
productive sectors and projects; and 

-. the Introduction of institutonal reforms in the rural sector.
 

B. Public Finances. 	 4 

-. As a means of moving towards a balanced budget and of restoring a sound
 
(1) to maintain the rate of growth offiniancial situation tho COS undertakes 

current 	government .xpenditureN below that of current revenues and (2) to 

progressively reduce the share of outlays on personnel.
 

The C;OS will progressivoly cut back Its financial participations and
* 

*reduce thu role of public enterprises in the economy. Public enterpriss'will
 

* 	 . operate within the framework of program contracts designed to establish
 

functions, objectives and responsibilities of the 008 and various public
 
enterprives, especially in the financial area.
 

C. Money and Credit
 

A restrictive credit policy will be continued through increases in 
interest rates, where necessary, and the use of a system of advance 
nuthorizations for' credit requets of or above CtAF 70 million (approx. 
$245,OOU). 

D. -BlneofPayments and External Debt
 

A prlorit goain. it)rducn he balaunce of payments dor Icit to a 
maiiagenblo lovel in the lon-turm (e,,g. 6-7% of 'GDP). The key tu success ]ieu , 

in limitoR imporut whil ixpandtng nnd diversifylng exports. Tite to ho 



'
accomplishedthrough the progresritve introducion of an increase In import
duties anda'selective export subsidy to encoursgedsectors that offer real 
export posibilitiob (e.g. textiles, knitted goods, fertilizers, agricultural
equipmentaild canned fish products.) 

Tia. UPS will Makevoeryeflurt tolimit t yearly service on axcernaJ 
p.."lic drbtl to' 15X of oepor ornlngs. Commoretal borrowing wjIll be used only'
for dirctly -nruductiveinr , r iproje'o 


Pie asnd Wes_
 

-he,005 will continue to timplement the policy of "true economic prices".

Enxcept for four 
sensitiv food products (rice bread, sugar and groundnut oil)and producer pricuus Coi cartai.n crops, all pricus ill be subject either to

preliminary approval, 
 to monitored reporting, or will be pntirely uncontrolled 
as of the and of 1980.' Producer prices for groundnuts and cotton willbe
fixed each year at the highest possible level compatible with the anticipated
export price and Intaornedlat costs to the iOS,though th Price .n equalizatior
and Stabilization Fund will attempt to avoid excessive price fluctuations for'
basic necessities, particularly 'cereals.
 

The 005 will keep wae level increase within the limits of the projected

flrowth InGDP and domestic consumption In coming years., Annual wage

adjustmnt will be based on 60% of the rise in thu coneumer price Index since
the previous wage increase, plus the growth in real terus' of per' capita GDIP
 
over the same period. 

F. Investment Policy 

Under the Sixth Plan (1981-85), 'the 005 will attempt to Increase the
 
investment rate through:
 

"mainteonnce of fixed investmnt at tin average jui't below 17Z of -DP
 
and 10% of'CDI' for public investment;
 

- allocation of 552 of investment to dtructly producetive sectors; and an
 

- increacc in tho contribution of public u9ivin~s from 15% of public
investment nt the bogiaaning of the period to 25% by the end of the 
period. 

The economic rate of return on Investments miint ba improved through a
 
judicious choice of projects. Thus an internal economic rate of return will

be calculated In accordance with standard rules, which will then be' compared
to the estimated opportunity cent of capital in Senegal. Planning authorities 
will be OLrungthenod. huprove monitoring 4)1 ueuttr projects will'rubliciv
allow corrective measures to be applied, where necessary. 

4 -4 
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C;.Actonsinthe'Agriculture Sector 

GO$ policy In the rural'sector has the following priority objectiveu; 

- the development of food crops to decreaso import dependency; 

production;- an increase and diversification of agricultur e 

thcfoncotiordsetmonrof -farmars- to -ace*pt-noro.T a.ponst bi lty-by----, 
providing thIo.vILh training in .xtensionservices and cooperative 
organization; and 

- an increase in the incomes of farm families. 

1. Encontive pricen In agriculture 

The 008 has taken m~jor steps by setting and maintaining remunerative 
prices for groundnuce and cotton, AVLison lroundnut salea are nov Limited 
to the amount sufficient to cover fertilizer subsidies. The aIs of future 
pricing will be to adapt producer prices of export products to uedlu-term 
world market prices while taking into account the need to maintaLn a proper 
balance among the producer prices of various agriculture products. 

To achieve the goal of food eelf-veiancy$ the pricing policy for 
cereals (e.g. millet) is designed to provide an Incentive and to keep prices 
in line with those of exprt products. The 00S long-run ai is to stimlate 
a naitionvido cereals market through the removal of physical obstacles to the 
free circulation of cereals (e.g. leck of feeder roads), 005 Intervention in
 
the millut market it to be rostricted to stockpiling and ainimiting seasonal.
 
fluctuations In food supply. The consumer prices of Imported foo4 products
 
are determined by import costs# 


2. Reorganization of reionAl and national rural develoment Institutions
 

Uroundnut mrkatinA will bo the responsibility Ot010e cooperatives,
which wiL deliver thoir production directly to tho oil crushers. Ilia 

cooperative movement has become the responsilbillty of the regLonal rural 
In41vulcpuont 11ences, tinder the f.uIdsnce of the 14nintry of Rural 
Ievulolpnt, Although the public sector viii retain responsibility for Input 
dlsrtribitinn In the Immadlnr. foirure, this fiuonion will be prolrennively 
:rnnatorred tn the anpplieras of Inputs, the regional socleeles and the 
cooperative movemonL,. Ili villat sections should be strengLhened, 
particularly inseed managemant, 

Ponding tho atran,;thoning of village sections the 0 has creatod a 
now agency (SONAR) to supply frmorn vLth Inputs, Financial mechanism are 
belg e91 up o that SONAR does not have to provide financln for fertilizer 
subsidies, The 008 has ot up a study group to suggest the most efficient 
structure and management of SONAR and proposals for partial or total recovery 
of its recurrent charges from benefcliaries. 

v~, 
I - + + ."+ - +.i' .+S++++ : +. .+.++ 
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*e In view of the dissolution of CA (Office Nathoneilde Cooporation 
ot d'Assistance au Developpement) the 005 has made arrangements to-draw up a,
 
liquidation statement by the end of the first half 'of 1981, to make 

,arrangements for settling ONCAD's liabSiliies vin-a-via itsa 'uppliers and 'the
A ' Vi ..... .. 
banks, and to report on former ONCAD personnel who have been retired by public'
 
or parapublic enterprises,,
 

capable of working closely with village communities, A new internal structure
 
for SAED, based on autonomy of 'the irriga'ted pearimters and participation by
 
the farmers in their management, is beingodevolopod.
 

In the context of strongthening regional and national rural 
development institutions, program contracts will be agreed between the 
agencies and the GOS. Tite program contracts will set forth action programs 
allowing each agency the autonomy for staff recruitmont and management but 
requiring cuts in personnel in line with noods and financial resources. The 
restructuring of the rural sector should bo accompaniud by a ganeral review of 
the organization anid personnel noeds of the sector as a whole. 

3. Reorganization of the Price Equalization and Stabilization Fund 

The GOS has abolished subsidies for consumer goods through' CPSP and 
intends to'increase the price of theme goods in line with cost increases. A 
study of the financial management will be made and will examine ways of 
assisting farmers adversely affected by th drought 'Without resorting to debt 
canicelIlion, which wouid~undermine the bauic priinciples of agriculturu 
credit. The 005 will adopt the principle that the CPS''should, under normal 
conditions, finance the subsidies it pays out from the financial surpluses on 
imported and oxported commodities that pass through this organization.. If 
there is an exceptional shortfall of funds the Trassury would supply the CPSP, 
for a limitad poriod, with sufficiont fundn to rontiiue its operntions. 

4. Reorganization of distribution of suede and~ other agricultuire inputs 

The quality of seed stocks has isriously deteriorated and the 
managemoi of thk, seed credit program has suffered from the, same accounting 
Irregularities as agriculture credit accounts. SODEVA Is to undortnke trials 
aimed at expanding village seed storage capatcity and dissum~nAting knowledge"' 
of established methods of seed protection. Hanagement of seed stocks to to' be 
progressively transferred to village sections. Tite WOS will establish 
mechanisms to link the regional rural development agoncies with1 the ordering 
and distribution of Inputs. Direct delivery of inputs by manufacturers to 
small farmers will be Introduced.
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5. Overhaul of agriculture credit
 

An audit of cooperative'accounts in the peanut bapin is to be carried
 
out and presented to the GOS. Terms of credit will be tailored to the size of
 
thu -farmand the categories of equipment ordered. Lonn recovery will be
 
reinforced by restoring the link between marke ting and production.The, terms
 

oeefrecefor a.,-study_9 yepyga iz o of agriculture, credit have been_______ 
approved. 

6. Overhaul of groundnut collection and weighing operations
 

by ONCAD in thh pasp has led to 
considerable losies. The GOS has decided to make the cooperatives responsible 
for quantity and quality control at their level, and oil crushers responsible 
for losses occurring after the delivery of the product to marketing depots. 

The marketing of groundtsrgh 


7. Encouragement of private enterprise In marketing
 

The State monopoly of millet distribution has been abolished; the 
rice monopoly has been transferred to CPSP, which will operate through private 
traders; and marketing of nutize and sorghum will remain in the private sector. 

8, Creation of villag. sections within cooperatives
 

In order to providoi a sounder basis for a system of joint and 
multiple liabilitiesa with respect to credit and to ensure farmer participation 
the 008 and the regional rural development agencies will encourage the 
formation or villfaro soctlotns within the cooperatives. Village sactions will 
be made more effective throttil a functi'onal literacy program for their 
representatives. 

9. Reorganization of Nlgrkujture research 

Ilha 008 will continiue n policy of Improvement In agriculture
 
research, but with n new amphania on the cuilstrnints faced by small farmern 
through an interdiuciplitiary ratiearch program. The research will be organized 
by natural region; (a) the flouve region for irrigation and mixed crop and 
liventock rarialilu; (bi)t) I'1aOLurt. area for extuinaive stockrl114111g; (c) the 
groundnut basin for Ittnsive rvsinfed agriculture 411d Lte eXIsting associntion 
of crop cultivation with Itvantockc; and (d) CasamAnce for Intensive 
utockrai~ing and farming systems baed on paddy rice.
 

a +}++ ++ "+ I Ck i < + 
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AANNEX E 

UNDER THE IMF STANDBY, AURHICENT AND) THE WORLSUJ4MA O AJOREOUIREIMIPNTS 

' . BANK STRUCTURAL-ADJUSTHENT LOAN
 

., 	 AA., Introduction 


the introduction of theWorld.Bank Structural Adjustme~nt Loan '(SALi)
 
h r close yin late 1980 the -8 -B-ain.k,7idd,"ifi+e7 IWolii:" i h rdin ,'-g 

ensure that the major requirements under these two agreements are compatible 

and, where possible, tutually reinforcing. AThe IMF standby arrangemient which" 

must be renegotiated annually has since 1981 iincorporated the major
 
outstanding requirements under the SAL. In the division of labor between
 

these two institutions, the IMF has concentrated on the macroeconomic 'aspects
 

of economic stabilization while the World Bank has assumed responsibility for
 

monitoring agriculture and institutional reforms.
 

*B. General Objectives 

The'-pace 'of adjustment as defined in the GOS Declaration of EconomicA 

Policy in 1980 has' proved Lo be overly ambitious iT1 terms of the 
Thus the objectives forresponsiveness of the Sen~egalese economy. 

7Tbo GOS tinder the current programstabilization have been revised downward. 

(approved by the IV Executive Board in November 1982) is striving for:A
 

from 15% of GDP
reduction in tbe external current account defict 

in 1982 Lo 12.4% in 1983; and
 

- 'a 

a reduction in the public finance deficit from 9.4% 'of GDP in 1981/82
 

to 7% in 1982/83.
 
-

C. Public Finances 

(1)increasing
1. 	Requirements in the area of public finances focus on: 


government revenue; (2)reducing; current expendituree; and (3)limiting crediL 

expansion especially as regards the banking system's net claims on the 

Government. As a moans of increasing government rovenue the COS has 
7 

agreed to: 
7 	 { ! A... TD ,7 

; 7 : ; : A ;: 7 7 , J 7 ) ! 
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fiscal duty:: on importoA by 5%A Aand improvepAtax collectionA A 	 ,AA ' " A .:A'' 	 A:a. A-iiicrenne AA 
f AtA A: i 	 !.777t; {: '4' A A7 A A;{7 7;7 ;; ] ;

Al 	 AAf, {7 : : Inorens the A" an AUI';whtg'h lntilcJ A at namne linco 

b. 	 ilnrodae taxosr on alcoholic boer4Iges by 30%; and 

CFAF, 95/Kg to CFAF 150/Kg.c. 	Incruse the tax on Koln nutn from 

2. In order to contain ptiblic expenditures the GOS has undertaken to: 

a. 	 control recrtiltment so that the wage bill increases by loe than 
7% in 1982/83; 

b. 	 study measures of reducing the rate of growth of public sector 

employment to 1%in,1983/84; 

..
 

. 
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theex-re f inery'rice sC. ncrease , for'petroleum produc t.s by !at'.: 

les 14Z 'and'a 

'rede t le d i o t Ptice atn,qua.iz 3, ....a ,nf ISt 
Fun:d yfr mCFAF 20 billion in1981/82 to CFA 10 bi1i11on"in'.,V3,aaal hai: 

Va : 3. Total dome stic credit is to 'expand by nu.inorual 1 o'arthia a. a
frmJUly tnt 1982 to June-10th 1983. 'with :growth In not, overfrnmetac(.nimnjOtt____

lie -h~ () Il~ji ~ e ("OS, i a 
ba nki ng-sy u t em- 1 mi ted-tb-ahbut20%7 

c~p~eLed Lo reduce ILIs arrears by CFAF 12.6 ahl IIU11 (auppt- I~~l y13" 
appmillion).
 

a...D.... External Sector .. . . dae: 

Measures required to prevent further deteioration in the balanceof
 
payments include (1) containmentaofrgrowth in imports (2) anincrease in the
subsidy rate for nontraditional exports and (3)limits on new external public
 
borrowing. 
 One of the objectives behind the comitment to increase"the fiscal 
duty on imports by a further 5% is to restrict the increase in imports toabout 11% in CFAF terms. The subsidy rate-on certain exports is to be 
increased to 15% of the f.po.b. value of exports. The uubsidy is'to bea
 
extended to market-gairden produce, food and mechanical products and other 
areas where Senegal has excess production capacity. 

a 

New government and government-guaranteed external borrowing with
maturities of 1-12 years is to be limited to SDR 20 million (approximately $22
 

amillion) 
 over the period from-July 1st 1982 to June 30th 1983. New borrowings
 
a with maturities of 1 to 5 years are to be limited ,to SDR1 2 million
 

(approximately 42.2 million) over~the same period. 
 As a means of providing

short-term relief for the GOB with respect to debt service payments, a'
 
re~scheduling of external public debt with inattr~en fnlling due in 1982/83

and nonguaranteed bank'debt for maturities falling duci.n 1981/82 and 1982/83 


a is ato be sought tinder the auspices of the Paris Club. . 

-a 

'aE. Actions in the Agriculture Sectora ' -a 

'The major thrust of actions to be taken in the agriculture sector involves.
 
ways of Improving. the efficiency and reducing intermediate costs in'the

groundnut aector. ,A team of experts is 
to be set up to improve tho accounting

system of the Price Equnlization and Stabilization Fund1 (a major

institution In the agriculture sector)-and the -financial control of the
 

.transactions 
 between the Fund and other pertinent organizations.
 

1 
 Caisse de P~r~quation et do Stabilisation dos Prix (CPSP)
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1. Groundnut sector:_prie compensation and marketing
 

pie Since the producer price for groundnuts is fixed while the export
 

asrdthrough a system of levies (paid, by oil crushing 'firms to the.CPSP in 
'
 

the event of an export price that is above the producer price plus 
intermediate costs) or of subsidies (paid by the CPSP to the oil crushing
 

' ane " -xporprice
t'price-thtisbelow the.produc r 
The amount of subsidy or levy is to be determined 'at the
intermediate costs). 


beginning of the marketing season and adjusted ,at the end of it'in accordance~
 
with movements in export prices.
 

In the case of groundnut oil and mixed oils sold onthe domestic
 
similar system of levies'or subsidies
market there might also be a need for a 


if the domestic selling prices fixed by the goverment are above or below
 

production costs. In regulating prices, the 90S is to try to avoid granting
 

subsidies for domestic oil consumption, save for exceptional cases.
 

Before each crop season opens in mid-November, a contract is to be 

concluded between the oil producers and the CPSP to determine the amount of 
subsidies or levies. For exported producto the levy or atsidy is to be 

expressed in CFAF/Kg of unpho.l led groundnuts and in subject to adjustment in, 

the following September. For domestically connumed oil the levy or subsidy is; 
to be expressed in CFAF/liter Ox-factory. 

The oil crushing firms are to assume responsibility for the primary 

marketing, processing, and export of groundnut products beginning at the start 

of the 1982/83 crop year. Attention is to be given to the possible savings 
that could be made by vimpliying the marketing system through the
 

rationalization of the collecting system, the reduction of overhead
 

expenditures and the elimination of intermediaries. 

2. Groundnut sector: seed distribution
 

The GOS is to announce n new seed distribution policy prior to 
October 1, 1982. This now policy is designed to make it possible for farmers 
to choose between holding back their own souda or obtaining them from a 

national ttockpile. In the first case, farmors arc to receive a bonus of CFAF 
80 per kilogram of needn hold back, calculated oin apro rata baisis to the 

In the second case, farmers are toamount of groundrutn they have mrkoted. 

recive s'odn n stockpile, l-so ia rata
from natronal n o pro basis to tie 

amount thoy hav,. marketed. The seed stockpile is to amount to 120,000metric 

tons for the coming crop year, of which at lent.20,000 tons are to be seeds 

held back by the fsarmrs Lhumnelvas. The national stockpile is to be 
* gradually reduced over future crop seasons and should not exceed 40,000 metric 

tons by 1986/87. At the same time, studies on the reorganization of the 

production and distribution of groundnut seeds are to be pursued with a view 

of avoiding the need for any subsidy in a normal year. 
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ANNEX F
 

PROCEDURES AND CRITERIA ?OR USE OF THE LOCAL CURRENCY
 

A. Introduction
 

This following procedures assume that the Special Account at the Central
 

Bank has been established, and that local currency (1/c) generated by the
 
dollar disbursed for the $4.25 million in fertilizer imports has been
 
deposited in the account, or is in the process of being deposited.
 

It also assumes that the government has met the condition precedent
 

section, which requires the GOS to name or establish a Joint Local Currency
 
(or counterpart) Management Committee ("Comit6 de Gestlon").
 

B. Local Currency Management
 

The GOS has agreed to use a i/c Management Committee to approve releases
 

for specific activities from the above mentioned local currency (or
 
counterpi rt) account. The Ministry of Plan has suggested that the existing
 

1/c Management Committee already established by the GOS for the PL 480 Title
 
III Program be used. This committee, which is composed of representatives from
 
the Ministries of Plan, Finance, Commerce, and USAID, was organized in its
 

present "streamlined" form one year ago, and is working well.
 

USAID favors this proposal. With some modest broadening of the Title III
 

Committee Mandate, and with some minor changes in operating procedures, it
 

could be made to handle releases from ell 1/c funds generated from nonproject
 
assistance (ESF, SDF, PL 480, etc.).
 

The Committee will be able to invite representatives of the Central Bank
 

and/or Technical Ministries to assist at committee meetings (as needed) when
 
project financing proposals from the Technical Ministries are received for
 
approval.
 

A preeuisite for presentation of any proposal to the 1/c Management
 

Committee for consideration will be that the proposed activity have the prior
 
approval of the Technical Ministry and the USAID Technical Division concerned.
 

C. Local Citrnc y,I Ij .. p ovaJ Criteria 1 

The following criterla will be applied by the Committee to determine
 

whether or not an activity is eligible for obligation of funds:
 

i. Mandatory riLter for till activities
 

- The manner in which the activity will be carried out shall be 
described. 

Copies of the criteria will be made available to the GOS technical
 

ministry to assist them In preparing proposals for submission to the Joint
 
Management Committee.
 

1 
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- The approximate date project will begin and end must be described. 

The site of the activity must be identified or criteria for 

selecting site set forth. 

- Nature of goods and service to be provided must be identified. 

Cost of goods and services identified sufficiently to enable
 
reasonably firm cost estimate.
 

Where applicable, engineering or other technical planning
 
necessary to carry out particular activity will be identified.
 

2. Economic criteria that should be taken into account:
 

- That projected costs and returns result in benefits sufficient 
for the target population to becoile involved in the activity. 

- That the technologies being introduced and tested are appropriate 
for the local economic systems. 

Where applicable, that the agricultural support system is
 
adequate, including availability of inputs, extension assistance
 
and a marketing system for both inputs and outputs.
 

- That the costs are reasonable in relation to the expected number 
of henef [ciarl,,s. 

- That recurrent costa and maintenance of the activity can be 
provided by the village or GOS. 

- That an adequate administrative/organizational structure exists 
through which to implement the activity, including adequate 
staff, operating funds, and management procedures. 

- That marketing opportunities are available for production 
activities undertaken. 

- That for any livestock related ansistanc,, village efforts and 
commitment to destocking be considerad. 

3. Environmental criteria 

Since the counterpart belongs to the host government, there is no
 
legal requirement for an environmental assessment for the I/c projects which
 
will be proposed under this grant. However the USAID believes that the
 
Committee should consider this important aspect along with the other points 
listed above; therefore the USAID proposes to send the Committee a set of 
AID's environmental guidelines including the special brochure on environmental 
considerations relating to Rural Roads (part of ESF project).
 



D. Opening of the Project or Activity Account
 

Once a project has been approved by the Committee, the Central Bank will
 

be asked to open a specific account for the project. Each approval will
 

contain specific instructions as to withdrawal procedures.
 

E. Repoing Requirements
 

It is proposed to use the reporting procedures already in place for the
 

Title III l/c Management Committee. These procedures provide for quarterly
 

finincial and progrese reports.
 

F. Evaluation Plans
 

The Joint Semi-Annual Evaluations of the progress will be held by the
 

to be determined by the committee. In addition to the
Comaittee at a time 


semL-annual program evaluation, each project will be individually evaluated
 

upo, its completion to determine how well it achieved its purpose.
 

G. Audit
 

Normal 	GOS audit procedures will apply, with the Joint Management
 

to request special audits where the "circumstances" so warrant.
Committee free 


II. Conclusion
 

Given the satisfactory experience with the existing Title III I/c
 

Manigement Committee, since it was streamlined last year, no major
 

difficulties are envisioned in broading its mandate and installing the above
 

pro:edures. 
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ANNEX G
 

RURAL FEEDER ROADS MAINTENANCE AND IMPROVEMENT PROGRAM
 

SUMMARY
 

A. Introduction
 

The Rural Feeder Roads Maintenance Activity for :3enegal will 

finance essential periodic and annual maintenance of 728.5 kms of rural feeder 

roads constructed and improved throughout Senegal since 1976 (of which 686.5 
kms was constructed by the World Bank Feeder Roads Program), the improvement 
of 153.5 lms of rural feeder roads integrally linked to the succens of major 

development projects In the Lower Casamance, Fleuve and Senegal Oriental 
region, and support the conducting of other feeder roads maintenance 
activities by financing local purchase of essential spare parts. The project 

will be executed over a two year period. 

The activity is economically, technically and organizationally sound. The 

economic rates of return for the road improvenients are between 12.53 and 31.77 

percent; those for the annual and periodic maintenance components of the 
activity of are similar magnitude. 

The a-tivity will permit the lull realization of develnpment projects in
 

imany areas of Senegal , and wI It directly benefit the rural populations as well 
as the country as a whole. Realization of the activity will allow major
 
increases in agriculture production (in terms of both hectarage and yield), 
dirctly increasing rural incomes and reducing the need for food imports. 

Road improvemornt and imaintenance will greatly reduce vehicle operating costs. 

The l,,iproved and properly maintained roads will ,nd the isolation of many 

villages, many of which are coinpletely Inacce,:stble luring the rainy season. 
The matnt,!nlioe and Improvemocnts will. permit 1he pafago of' agriculture inputs; 

and factlltato the i-.e 10 tinrirved agriculturc talin iqueos, and will allow 
.dd!i oi al prodicc tu be ::ia kut,,I. 

This feeder road!; mainteuanre activity will dire,:t ly provide a number of
 

iiaportant social. benefits; improved communication, access to supplies and
 

services, including medical services, and in ,,on rc;ifocs, significant
 
redistribution of income.
 

The arrivity will ii so deInay the need for and evnt;iial cost of large
 

Investments for Infrastructur, renewa].
 

B. Feeder Roads in Snejal 

A feeder roads agency, lhe Bltreau de Plsti s d Production (1I'), was set 

tip and equmipped lit 1976 tinder ili' World Bank F'edl.r 'tai!; l1'rolet . After nome 
:;I. 11 t up di II .Ic t Ic';, tIh l1'1' voctc rtlt d and il1i oveud OM i.' kilnn of road,i. 
SIv'e th' end of' World Bank flt Ane og inI 911!, Ih 1I'' (1now tie Div t;Ion des 
lNntes et des Rec ha rgement n - I)Rt) han been hind ered by scarcity of operatlng 

funds and lack of equipment in good condition. Virtmially no feeder roads 

maintenance has taken place In Senegal in recent years.
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Because o1' the lack of annual and periodic maintenance, the feeder roads
 
constructed and improved by the World Bank have deteriorated seriously, and
 
benefits expected from the roads have not been fully realized. A program is
 
urgently needed to perform the maintenance necessary to bring these roads back
 
to satisfactory condition, and to continue the required annual maintenance.
 

In 1980, the World Bank (in a report by BCEOIA) identified several hundred
 
additional kilometers of feeder roads to be improved. The various regional

development agencies have since proposed other feeder road improvement
 
projects. In general, improvements of these roads is vital to the full
 
realization of a number of development projects in Senegal.
 

The GOS proposes to remedy the serious shortfall in the maintenance of rural 
feeder roads by finan.ing a Rural Feeder Roads Mainitenance Activity. This 
activity is designed ito reinifore, the emphasis of the World Bank on road main
tenance and improvement as opposed to new road construction. Thus, this
 
illustrative GOS activity, propot;ed for local currency financing, will concen
trate on maintenance and improvement of existing rural feeder roads and rein
forcement of Senegal's rural feeder roads maintenance capability. Looking to
 
possible additional activities after this project is completed, some 35 million
 
CFAF ($100,000 in local currency) has been earmarked for a Feeder Roads Study.

While adequate tcihnical tid en and documentatI on hm:- been avilable for the 
1082 kilometers of roads propoed for maintenance and upgrading, In this PAAD, 
additional feeder (rural) roads will require economic and technical studies.
 

C. Work Included in the Activity 

The activity will include the improvement of 353.5 kms of feeder roads in
 
the Matam and Bakel areas of the Senegal River Valley and in the Lower Casa
mance. 
 These are priority areas of agriculture development in which USAID
 
is already participating (through the OMVS, Bakel IDP, Pidac, and Lower Casa
mance Integrated Development Projects).
 

These roads are currentLy unmaintained and in an unimproved condition.
 
They are generally impassal)le during the rainy season. Improvement will
 
involve widening the existing roads to a 7-meter base course and charging

with a 15-centimeter layer of laterite, 5 meters in width. 
 As most of the
 
roads are now below the current ground level, a l0-centimeter backfill of
 
clayey material and lateral ditchcs cn both side; of the road for drainage 
purposes are foreseen. 

To prevent further road degradation and to perpetuate the usefulness of the
 
roads, the activity will aLso include a program of annual maintenance and
 
periodic maintenance for the roads completed during the World Bank Feeder Roads
 
project. 

D. Study Methodology
 

The current conditions of the roads, and the work required for each road 
improvement were determined primarily by on-sit,, visits. The state of 
deterioration was estimated for the roade constructed during the first World
 
Bank Feeder Road, project. Unit costs were based o Current costil In S'enegal.
Annex 1 presents the estimitted costs of malntenarce for the (28.5 kmni of roads 
already constructed and impnroved by the 11PP/DPR. 
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Tho economiC 4001YO14 of tbo road improvements to based on the difference 
betwoon projactionn of Arowth Inagriculture production invthe xnon of 
iflUunce u the roads WIL11 and without the roads lmjprovtuoa. The 
methodology tlo based on and cloely follows that of the 1980 Worla rank report 

by BCEOH, Production projects (Iectaraget yield) are based on Information 
obtained from tho rogional devlopment agenciesondtho World Bank BCZO
 
projections. WhorU oaLtMatQH ofyyeldeor hctar40 Varied, the lower 
estimato waa generally adoptude, Development projects in the zons of 
influence of the roads which are of uncertain timing or fnancing, and 
sociooconomic,benefits difficult to quantify, were ex:luded from this 

r4to of return are probably understated.
 

E. Economic Analysis
 

Four 1roupn of rono to bo Improved were evaluated and incuded in the 
project (tiao Anex 2) 

Lower Casamance - Pidac areas 124 km.
 
- lover Casamance - Mac area/zono 9s 78.5 las
 
- Senegal River Valley - Hata. area; LOB kns
 
- ,SenogalRiver Valley - lakel- areas 41 km.
 

The o,,onomic rate of eoturn at@ ravorable to oxctllent, varying betweun 
12.57 and 31.77 percent in the normal situation. A sneltivity analysis WAS 
performed; only In the worst caseSituation (increase in investment cost of 
10%; decrease in agricultural benefits of 10) are twoof the rates of return 
below 10 percent. The sumsry of this ecuaicr annlylis t presented in 
Annoxes 3 and 4. 

The World Rank ham found that road maintenanveto among the activities 
+ . : thatyielding10n lperco~ntthe highrstl!t.lwa1.)lrates/ of raoturn, frequently yelding roturns greaterlqor 


RUMJLON LUIMI1t-KI 1ARWrIll.
 

)Usiu S1l611 231 
ThIituLouga i93"i 
Casmmance 229
 
River Bain 76 

Senejal Oriental (27) 
Fluve (4S) 

-WE 728.5 

Intortonnl Roads oderation. World iAhvys (Newsletter) Vol. XXI?.!. 

Washingtont D.C., October 1982. 
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Benefitsr.esulting fom appropriate annual and periodic road mantenanne 
includes ~ 

reoduced vehicle operating costs. 

- reduction of loases and spoilage of produce and other transported
goods 

'' 

- continuation of, agricalture production benefits duo to'the feeder 
- ronds 7 fLone 

prolongntion of road If .. n.eed for 'and postpoilvent 'o 
Iii rrFUj LruI ta11- V I. 

V t reducton ofeontural renewal and periodic mintenance costs. 

Over a 3 year period (langttr in the drier, northern, area) without road 
maintenance, vehiclo operating costs willrise by 30 to,50 percent. 
Thereafter, deterioration ofothe road continues at an increasing rate; after 5 
to 6 years, the road wilL requ~re major renewal and will be imp~assable durtnA 
the rainy season, a situ.ition not unlike, in terms of effects, that of the 
original unimproved, sumliary road. 

Annual mainttnance costa average only 1 to 2 percent of original
 
improvement costs (less Lf complete construction was involved). Faeriodic
 
maintenance costs (once 'ivery three to five years) average 8 to 11 percent of
 
improvenment costs. Even,ifonLy 10 to 20 percent of the production b.nofits 
du t the rondn nro' looL4 In y4ar 3duo to: Inrk or nintennntea, and 6P'to 75 
fouder roads offers an vicelleait rate of return. On economic grounds,
therefore, the proposed program of annual and periodic maintenance of the 
roads constructed and .imirovod by the BPP/DPR is fully justified. 

F, Recurrent Cotits 

The recurrent costs result ing from this project are mainly thoso.anhual 
and periodic maintenance coats necessary to keep the roads ingood condition. 

The average cost of innual maintenance of the feeder roads is about 46,600 
CPAP - $133 per km. The averal-,e cost of periodicomaintannet incurred ovary 
throe to five yonvs, depuinding on the region, Isabout 280,200 CPA? $800 per 
km. 

Tia table baonw prooontn the recurrent rnisto for 'the ton yeArx followtig
tho project. For the firAt year, only annual maintenance wIl-be required.
In the second year, periodic Mikinterianco will be required on about 10 percent 
of tho feeder ro~id neitwork; the remainder wilt reveive normal Annual, 
maintenance. In tho years following- 25% to 307. of the network will receive 
periodic maintenanco eac~i year.
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Fund whose purpose iii cofinanceThe World BankProject foreseeB a Road 
annual and periodic min-tenan and operating-costs of the Roads Maintenance<

4 

Directorate of abo'ut,4.bi1Jton CFA? (about $1115 KMltlions) 'per' year. 'during the 
4~,project',,3, billion CFAF per year afterwards., ApproximIately_10 pe rcent of,>4 

lhee fU areearmarked for ru-ralroads*mailltenarce. The 4rural roads to 

~ >be haintained are Ialmout e'xclustively thoe18 ioees'frl feeder ~~' 

roadsawith which the~project' is concerned. "Thus;, suifficient" funds wtl1be 
~ Tavi~hbe~tbfinanee h -ecurrentcostsnecessaryto. keep the'roads in 

of the project ben'fits.conditions,'and to enable' full realization 

It is recommended that the Government of.Senegal be required to provide'an 

acceptable budgetary plan to on9'ure the availability of the funids to cover 

recurrent costs.n'o 

AVAILABLE>YEAR FOLLOWING. 	 RECURRENT FUNDS 
FPROM ROAD FUND'(CFAF)PROJECT. 	 COSTS (CFAF) 

1 	 50 000 000 400 000 000. 
275 	 000 000 400 000 000
 

23 	 125 000 000; 300 000 000 ' 
'3004 	 125 000 000 000 000 

125 000 000 	 300 000 000>
5 

125 000 000 300 000 	000' 

446 	

300 000 000'7 	 125000 000' 
125 000 000 300 000 000
 
125 000 000 000
 

8 

4300(000
9 


1.0 	 125 000.000 300 000 000> 

C. Use of Foreign Exchange. 

Few, foreign exchan~o COOLS will result from this activIty. The equIpmeint 
to bo itwcd in the nctvivty not b purchased spovi fieniy for.tho.... 
act ivity, hill will he equiiont porchnood through othor'prorime and uned for 

O I P Fuel costA'4.i:! wIll:"' he Incurred but will ..........~ t: 	 be: h purchnsed on the loca] iil''), '.l:++:thisE Activity. 	 r+44++++++!;+++0"+++++ ~m4 	 .+( P + ++++ii +++++P1"4i+Oinark t. 

:: : : 4 	 cH. Executing Agency	 :+: 

4 	 442s of Saneaa ?in'1977, the 4'W~orld Hankoo ando o the Qovornmont 	 adopted ni A
444 +44:4 Beginning 

policy of decentralizing roads maintenance activities, confiding those4~>>''~>~' '44~ 	 4 4' 
oo4' 4act ivities 'to regional maintenance 444444744444organizationu, restrictingoo444the$4 central. 

>44<3o04 ' >4'4 '4"4 >">O > A1<'>4 ". budgeting and nuditing functions.or)Anization to controlliniu, planning, 	 2 
G
4" 444"!'4>4'#44>4>4 	 . '"'4 

i: 	:+ "44-, - Z s oo0 o0 0,44 44444 4.'4'444>4 
0440 ''""4'A i4~ +44445 > 'A000A 30074>44444-4004000'-44'4 . 4 

* ~~Th. oiti' Ar'fl~central izoti rt'odor rondcli onstririctn lnd,creat'ion or 
1,0 oei1 lull14. fllt vilatIwuIJ II611allW~ to tits poiti ~y. 

Throe pouseiblliivs atu riotiidred for the oxucution of thin activityl
 

1. Tho project my be confided to the DPR. The DPR has a well-trained
 
4> , and+currently underuttlized i +ttffof 245, The DPR aquipment Is old And in
 

"poisr roptir, If the VPR wna re-equipped, the DPR could comnplete 60 to 70 

I. The Wlorld Rank;Stnff irsnal Report. Fifth Highway Project. Fab, 1983. 

"' 

T 

> - ' 

444 
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perceut of the activity work in the proposed two years. As purchase of 
equipment, other than locally available space parts, is not included in this
 
activity, the equipment would have to come from elsewhere. The World Bank's
 
Fifth Highway Project, and a loan from the KFW (Germany) are two
 
poshibtlities. Use of the DPR is the Public Works Department's preferred 
alternatives. 

2. The activity may be confided to the regional organization of the 
Public Works Departtent, to be included in their annual program. The regions 
are well-equipped. This alternative could, however, cause organizational 
problems, especially if the DPR personnel were to be transferred to the 
regions. The utility of causing organizational complications for a project of 
short duration is questi unable. Care would have to be taken to ensure that 
the feeder roads receive adequate priority In the regional programs. 

3. Project work may also be confided to private contractors. In both of 
the above alternatives private contractors :;hold have an Important 
participation, with responsibility for the transport of earth and materials, 
and the cono;truction of vatlrotis s tructures. Th:; type o: prIvate contractiug, 
al 1rCa dy cOIUIII I uSe'd, d I'i Ly in(otirages Lhie s;ma} ] ],,ialAly 
Cunt.,Lc /(:t trel) rIilr. [','IVulit' 'ontract] ni- .l [ ao,, l 't. ,urt, :Jatrliturcs 
would mount to approximately 20. to 25% of total project maintenance and 
imprruvemt.t. cut:,. 

Entire sections of road could also conceivably be contracted to
 
private enterprise. Experts are divided on whether private contracting is a 
more expensive alternative. Private contracting may well be used in 
conjunction with the other alternatives, to supplement the work of the DPR or 
regiona organizations. 

To ensure adequate organizational arrangement, the Public Works 
Department should be required before disbursement of iunds to submit an 
acceptable plan er tLhe oxertLion of the activity, In .luding us,! of some 
private contracting, and Inetiding assurances that, the necessary equipment 
will be made available. 

1. Other ls.;ue s 

This act ivity touches only a small part of the feeder road system in 
Senegal. It is evident that there is no lack of possible additional feeder 
roads improvement and maintenance projects. It is thert, fore hoped that this 
first activity will be the basis for a continuing local currency support in 
fee(der roads mantenanre ind Improvement. 

In tin. with the Fl Ii h1i,lhway Project of the 'rl,i lnk, It is desIicble 
that the Government of Senegal furnish a defined level of financial 
participation in the feeder roads activity. If the GOS feeder road program 
Is to continue, a Government of Senegal participation should be defined as a 
percentage of activity fundlng, increasing over time to perhaps match USAID 
parti c ip.it ioi. 

Some 35 million GFAF ($100,0O0 1n local currency) ias been eatmarked for a 
FeederI l tuly. l' adequate technical I es. 4111i hiasSLi+; Whi nd documentatt,, 
been ivallablo for th, 108:) k I lometera of roaib; 1 r,,{ ;,, for mna Intonei,ince, and 
upgrading, in this {'AAI), adIttlonal feeder (rural) ro,,(il will require
addl t Ionlit econoif r' an1d, ftc r a I ti,~lltes. 



J. Program and Recommendations 

'
The feeder road imjirovements and naantenance nctivities 'evaluanted in this 

~report, promise good to exc.ell~nt.economic returns.6,It isl therefore strongly, 
recmmededthat'this 1illustrative-~Feeder Road Maintenance Activity be undertaken. 

'Activity disbursement are estimated as followas$''4 ~ 

44
4. Maintenance of 728.5 kms ,"7'4 


of Feeder Roads 234 115 750"CFIAF 668 902.14
 

.4Improvement and Maintenance 1 092 154 400 CFAF t3 120 441.15
 
of 335.5 kins of Feeder-

Roads
 

15% Inflation and Inforeseen 198 940 523 CFAF 568 401.49
 

4357 744.78
1 525 210 673 CFAF 4 

IJUU 100 000.00Fede oads Std 000 000 As 


Spare parts 189 789 327 CPAF 542 255.22
 

1 750 000. 000 eFAF ~ 5 000 000.00 

In lghtof te aove,~thv fnilowing are a1Norocmmnddl 

Rvquiro of the Puhliv Works Department to preparesa plan for4 
. . 

-

execution of the AcLivity, with guarariteon or oquipmont~availnbil~tty 
and detailed dencrIption of the equipmeont to' be used. . 

For a continuing IISAID participation InSenegal's. fooder roads 
maintenance prograw, ustnbltsh with the COS a program of, COS 
financial participntion. Agreement ronchod with the World Bank for 
the Fifth Hfighway Project may serve ari an ixamp i. 

4 -

Ensure that proper arranngements are made for execution of the design 
and tachnico* gt9iad1'N. 

Require an acceptable budgetary plan to ensure the availability of 
ftinda to re'tvV0t' nX1cpea.tLd recurrent costn. 

-. 

Cons ttd'r evoV-lI 1vxto'nfn n of tho 008 rooddor rondii min"Intonone... 
irugram In Suesiigai with additional -USAID financing and select and 

4, 

4 

evaluate additionatl fender roads maintenance projects. 



ROADS TO BE~ mAiNTAINED BANK P~ROJET-WORLD 

PISTE: ~ LENGTH DATR, OF COST~ OF (COSTOF'- YEAR kAFIRST ~ 
OF':CO1PLE AUl, PERIODIC 'OF, CO ST -' 

.,TION ~AME~NANCW.S1NISALUM.-- M MAINTENNGE' MAINTEN4ANCE' 

Kiffrinc-Delbi 30 Fo*81 1 38U0 0( 7 7/70 000 .,,150 000
 
Kai ffrin-lboU1lUi 18 Feb. 81 828 0)00 ./ 662 000 5 4 90%000
 
Ka kiuli"10I i-maki (Thuyu, 26. 5 Maiy 8) L "19W0M)1 ' 863 500 7 :471 000k
 

Dil~-Da~uIB,." 17 368 000 - 072 000 3 844 '000 w 
Ndb-ah6Thiangaye 52.5 Dec. 80 2 415 000 13~597.500 22 811,250 ' 

Guinguin6o-Guibi 3 al.9 17800- 982001,3 0
 
Ndoffnne-Ttitr6 0 .Ot 9 0 0, 538'6 0
 
Vdsnmy-I ed I111 13 Nov. 80 i934lt ' 30? 000 -3 965 000
 
ToTlAL-V t~ J8ualy89 000: 1 842 0100 530 6974, 758'O0 )

N 5-Mt ssjirnb 10 unknown 4 60( 000 2 950 000& 3 '575.000
 

TOA ieSaloum ,231 ,,~ 

TH-IES-LOUGA 

Mback6-Baila 23 Dec.. 80 1 058 6Y00 5 957 000 7 015 000
 
Ndtndi-Touba 8080 11 Dec. 80 506 U00 849 .000 '.3 355 000
 
Kac1.-Touba Mboul is Jan. 80 828 000'. 4 662 000 75 490 000
 
tRback6-Mddina Tour6 7 Jan. 82 322 000 1 813 000 . 4831: Cl4,
 
Bambey-Waktialdlame 15 Jan. 82. 69U 000 31885 000 035 000
.1 


Bumboy-Diawane 19 Oct. 50 874 000- 4 921-000 5795 J300
 
Diouctial-TiobO 

. 

i Jul. 80 736 00'0 4 144 000 ~4 .880 000'
 ' 

IDiourvel-Dinkhao 22 'Nov. 80 1 012 UOO 5i698 no0 6,710 000
 
.. Khombolo-Ndiayunnu 

Sirack 7.5 Jul. 79'. 345 000 1 942'500 2 460 000 
NdtLto-Tasset-Nguekokh 35 Jul. 82, 1 610 000 9 065 000 415 000 

Loi-bdonl14 1982' 644 000 3'626 000 644 000 
. .2 

Ndandcl Aron2 6 11q83 276 0010 1 554 000 276 000
 
TOTAL ThIeR-Louga 193.5 '.
 

*' 

CASAM4ANCE'
 

Les Calouniayes 18 Jan. -81 1 748 000 11 590 000 .13 338 900 
Guarina-Diandialath Apr. 80 920 000 -6 100 000 480 000
 
Morsaauouz-Dantagnina '26 Jan. 81 1 196 000 .7930 000 9 126 000
 
Sandintere-Sara TenltiI 52 Nov. 80 2 392.000 15 86f) 000 1.8 252 000
 
Kanoya-Diarotum6 40 May 81 1 840 000- 12 200 000 13 120 000,
 

,20 . .7 

.39Bisrou-Lorik6ring J~ine 81 1 794 000 11 895 000 12 792'QOQ
 
Wassadou-Pakour 2 . Jul.' 81 , 92 000 610-000 656 000
 
Potitou-Taro 



2
Mboumbaye' 12 1983 '552 000 3 660 000 552 000
 
TOTAL Casdifntwe 2 9
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SENEGAL ORIENTAL 

Koupentoum-Koutia Ba 
TOTAL Senegal Oriental 

27 
27 

May 80 1 242 000 6 993 000 8 235 000 

FLEUVE 

Richard-Toll-Mbane 27 Mar. 81 1 242 000 6 993 000 8 235 000 

Gae-CFN2 10 Dhc. 80 460 000 2 590 000 3 050 000 

Tassiniare-Tare 2 June 81 92 000 518 000 564 000 

Pelour-CFN2 9 Feb. 82 414 000 2 331 000 6 000 

TOTAL Fleuve 48 

GRAND TOTAL 728.5 

Self-help effort. 

2. Feeder road completed after the first World Bank Feeder Roads project.
 



.4"'y-'''4i4.''<>' ... 4'.ANNEX 	 2...a42"4''"~'"''." 

CASAMANCEROD44~LOWER 

. .<PI)AC AREA (1) ~4 .4 <'44, 	 4 

R0A.U 	 L)NUTII (kwn) INFLUE~NCE (Ia2), 
TnW-Yu.ou 	 44444 

~ 	~44 '.4"''4y4' 18 04.4<Ousuouya-Kagnout-Elinkine '~ 12O~~. 

4 	 Tondjoame-Soatou-Stiol /, i,oo... '410~ . 

GMakuundaKXandiabuu-Tousiwra'..39 480 	 " 

IUouroLfay-Toubacouta-oam-Kanuioulo 15 	 7s5' 
..	 ,V.<. Cap ZSkrrIngr)jumbor~na 	 I0U '~ 802. 

(1) Zoho 9 Roads not included* 	 < '. , . 

ANNEX 2.b. 
 4444 

-ZONELOWER CASAHANCE ROADS 9 ROADS ~ 444 

4 ZONC OF 
,. ROAD 	 IPN(Til (kim) INFLUENCE (lot2) ~ i 

4<4, 	 :n'Ak-Kamarakounda 44' .. . 

D.''lagon-Big#Lne 	 39.1 4~ 444444' 	 '7.1 

Guidel-KamarakoundA 	 1.'61.6 
 4 

Kaiuarakounda-Bslsin. 	 15.8 86.944
 
Bismine-Kaour. 	 1.6 

' 

30,8 
~,12.8 	 70S.4
44 '.Sindon-Lati .* '.$ 	 ' 

http:TnW-Yu.ou


_________ 

1 4.444~~'~G! 

4*442- > ANNEX 29c. 

V 
KATAM2 REGION ROADS4V44,.~4A4z:~42.$.41,2' 

4VILLAGE PERIMETERS NET SUJRFACE' kR'e12.
IN ZONES OF INFLUENCE CONSIDERED IRR~IGABLE 

ROAD LE~NGTH (HA) IN ZONES OF INFLUENCE 
6_ _ _ _ _ Li 1i-Q O-- T1aniato-Demubakane 8000:
KI~'~I-dob~r 7atie ir1"

odidiaIva-Nguidjiloie.534 358
B~' 
.

, 100 to 15000 .Bar do Kaodi
AgunGolti-Mnl 30 171 
42500
Uasmbri-Waouide a813 


22500 -27500,10.0 

. ,42ANNEX 2.d.442 -. 

BAKEL REGION ROADS 

14"8NI-a2ou-Aroundou-3abou 

-14--- -- - 
.444RN2-Yarera 

8Itoudieri-Gande 

4
 

~ ' 4 44' 
0___________ 
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'AUNEX 3.0 

* COSTS AND BENEFITS 

The Tables that follow, Annexes 3.1 through, 3.4 pres.nt the varlous 
economic costs nnd bonefits which determine the economic evaluation (rate tof 
rtturni and prseent value) of,th l of tiisroadstLatirovemnta co poiieti 

project. The various typutt of costs and be'nefits area
 

1. Investment 

________ 2. M il e anti Lo~ad mprovmn.oijthe... 

The cost of annual or pediodic maintenance of the group of roads. 
lianno maintcanloeu cuots a re Llaoso requi red to keep theo roads tin satis factory 
condition. rhe cost a nd frequency of periodic maintenance varies by region. 

3 Additional Inputs -

For eacIvgroup of' roads, the amount (in huctaraig nnd tonnage) of 
additional agriculture production attributable to the.roads improvenont was 

V calculated. This additional production will require corresponding additional 
agriculture inputs. This item,,therefore represents the costs of additional 
inputs (primarily- fertilizer which will be used to achieve the addi'.ional
 
production expected from the roads Improvemeont.)'
 

4. Additional Production
 

the Tito additional agriculture production that ts uxpected to result from 
- rods improvmient was estimated in tems of tonnage. This item repremnnts 

th atpof this aiddItionnI production. 4 

5. Tra.fl 

Thi 
11, vuhe.' 

4 uonu ItLU 

. I topruattin 
tlrar ldi'I tt7 

6. Net Benefits 

pid tavinei of vhit-1v #qpvroulin1 uo't$ of vXiltlng 
thu rods iinprovnioni-

The not economic benefit by year for each group 
Benefit is equal to i va lue of additional production 

+ traffic benefits 
cost of additional Inputs 

- maintenance costs 
- Investment costs. 

4-

f roads. The Net
 

444 4
S44';4 7 7 : : 7 ; 7{ 7{{<]:: 7{ : :7:7 {{ 4 ' 

44 4-?: 



* 4 4 4 . 
. ........ 

"'4 4 -

........ .. 

-4 
.... . . . m mm m 

OWER CAS A 
, 

. 4,44444 C R 
4444 

D. . . . ~-4 .. 

4 

.. 

iiii i 

.. ..44 4444 ~ 

0 38442 3 .4)44 4 

YEAR .... 7N ADDITIOL .N 
COUTS PROUCIO 

T 
BENEFITS -""BENEFITS 

6 374i7 7 .8 14.1 

* Q7-,;r : ::t7, .... 

472 ; ,+;S ;. : 7<r< X7 ] ' ' 4> 

{ 7 ';7YEAR 17TNVJIISIhINTHAl INNNCE <t ADDi1 T IONALI, 

7, 5.70 76.30 
8 . 5.70 18.11 
3 37.88 21.52 

1 5.70 -2.8 
94 96 

44" > 

44Z 444<4 4 44-; 

Al)lDiIfIONAl, 

450.03 
136.50 
160.870' 

23.0 
9.2 52.162 

<" 442'74; 4) ':{. 7:7 

, '*4"44 i':< ' " , ' '4. '4i!;4P4'
2

A " 

'€TRAP I /,;tNE:7 +<rl+ 

9.25 427.34 
9.25 ~83 
9.25 1117.28~ 

9.25 7182.23 

-

10 5.70~~ 2481 1.2 20x8 18.0 

44A1N..S~kN MANTNNV AD I I~ 

INPUSTS AND ENE ITS I 

.TAFI 

A.N111 S 

F 

BNFT 

444LA11TOA, 

4~ ($X.1044~ 

1 
2 

- 4(1.1 
4 
5 
6 
7 
844. 
9 
jo 

-0.02 

-0102 

0.02 

2 
0).02
0.0 
U.,1 

0.02 
0.1.1 
0.02 ~ 

0.024 
0.02 
0.03 
0103 
0.04 
0.04 
0.05-
0.05 
0.06 
0.07 

-0.39 

0.13 
0.15 
U.17 
0.20 
0.23 
0.27 
0.31 

0.48 
0.58 

0.03 
0.03. 

01.01 
0.01 
0.01 
0.01 
0.01 
0.03 
0MY3 

0.12 
0.34 

U.l~I. 
0.184 
0.21 
0.15 
0.284 
0.35 
0.14 
0.52 

I Eror dutorondn 
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ANNEX 3.2.a 

LOWER CASAlANCE ROADS 
ZONE 9 ROADS 

COSTS AND BENEFITS 

(CFAF X 106) 

YEAR INVESTMENT MAINTENANCE ADDITIONAL 
INPUTS 

ADDITIONAL 
PROUC'rION 

TRAFFIC 
BENEFITS 

NET 1 

BENEFITS 

0 
1 
2 
1 
4 
5 
6 
7 
8 
9 
10 

237.94 -
3.60 
3.60 
23.88 
3.60 
3.60 

23.88 
3.60 
3.60 

23.88r 
3.60 

-
2.93 
3.36 
3.87 
4.46 
5.12 
5.89 
6.77 
7.79 
8.96 

10.31 

-
19.05 
22.01 
28.73 
39.68 
54.82 
70.66 
H7.47 
10.07 
13.28 
15.32 

-
5.86 

.R6 
5.86 
5.86 
5.86 
5.86 
5.86 
5.86 
5.86 
5.86 

(237.94) 
18.38 
20.91 
7.04 

3".48 
51.96 
46.15 
82.96 

103.54 
104.30 
144.27 

ANNEX 3.2.b. 

LOWER CASAMANCE ROADS 
ZONE 9 ROADS 

(OSTS AND l-ENWFIT.; 

(11 X ]0 6 ) 

YEAR INVESTMENT MAINTENANCE ADDITIONAL 
INPUTS (1) 

ADDITIONAL 
PRODUCTION 

TRAFFIC 
BENEFITS 

NET1 

BENEFITS 

0 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 

0.67 -

0.01 
0.01 
0.07 
0.01 
0.01 
0.07 
0.01 
0.01 
0.07 
O.0J 

-

0.01 
0.01 
0.01 
0.01 
0.01 
0.02 
0.02 
0.02 
0.03 
0.03 

-

0.05 
0.06 
0.08 
0.11 
0.16 
0.20 
0.25 
0.31 
0.38 
o.44 

-

0.02 
0.02 
0.02 
0.02 
0.02 
0.02 
0.02 
0.02 
0.02 
0.02 

(0.67) 
0.05 
0.06 
0.02 
0.11 
0.15 
0.13 
0.24 
0.30 
0.30 
0.41 

1 Errors due rounding 
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ANNEX 3.3.a. 

MATAM REGION ROADS 
COSTS AND BEN'EFITS 

(CFAF X 106) 

YEAR INVESTMENT MAINTENANCE ADDITIONAL ADDITIONAL TRAFFIC NET1 

INPUTS PRODUCTION BENEFITS BENEFITS 

0 326.99 - (326.99) 

1 4.97 8.06 3.09 

2 4.97 - - 8.06 3.09 

3 4.97 6.90 77.13 8.C6 73.32 

4 4.97 13.80 154.26 8.06 143.55 

5 27.97 20.70 231.39 8.06 190.78 

6 4.97 27.60 308.52 8.C6 28 .O1 

7 1.9 7 34.50 *V.1. (,5 8. ('0 354.24 

8 4.91 34.50 385.65 8.06 354.24 

9 4.97 34.50 385.65 8.06 354.24 

10 27.97 34.50 385.65 8.06 331.24 

ANNEX 3. 3.1. 

MATAM REGION ROADS 
COSTS AND BENEFITS 

(1 x 106) 

YEAR INVESTMENT MAINTENANCE ADDITIONAL ADDITIONAL TRAFFIC NET 1 

INPUTS PRODUCTION BENEFITS BENEFITS 

0 0.93 - - 0.93 

1 u.UI 0.02 0.01 

2 (.01 - - 0.02 0.01 

1 
4 

0.01 
0.11l 

0.02 
0.04 

0.22 
0.44 

0.02 
0.02 

..21 
o./41 

('t. 06 fi.tl u. ()2 ). 

6 ().1 0.08 .8 0.12 (1.81 

7 0. )1 0.10 1.10 0.(2 1.01 

8 (1.01 0.10 1.10 0.02 1.01 

9 0.01 0.10 1.10 0.02 .1.01 

10 0.08 0.10 1.10 0.02 0.95 

I Errors doiu to rminil tip, 
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.~:::~~ V4~- ~--ANNEX 3. 4. a.~33 ~~ 

'''3->~'33~J3-~ ~ ~BAXEL REGION ROADS,~A 4j> 
3
~~$3- j~~~~~~; ~COSTS AND BENBE 1T6 j1' "-33--'4-3--'

'i2~~-- 33~3'~ (CPAF X 106) \ V3 3'-<I- I333244§33A33
4 


-YRAR' INVNSTKENT 3:.MAIN I'-NAN CF ADD ITIO -NAL A)TTIONAT,~ TRAFFIC NP.TL 
(13 56
 

21 1. 9833 
 33 3.21t~ 1.23334 

3' 1. 9 8V; 04 '- 6)1. 11.57 3.21 11.
4 
 31.98 2.07 23 914 ~ 3.021 22."30

5. 1.18 3.11 34.71 3.21 23.67 
6 1.98 4.14 46. 28 3.21 41.37 

'1.987 5. 18 57.85 3.21 53 .90k 
8 1.981 5.".r85 3.21 53.903,9: 1.98 5.18 57.85 3.211 34 901,
 

3' 10 1.1.14, 5.18 57.85 3. 21' 44.7 5
 

- ANNEIX 3. 4. b. 

BAKELRESGION ROADS .. 
COSTS AND BENEFITS 

3;3 3 
 ($1 X 106)334 
,7 7 : 7 4.3ir, 337 " r .77
.... .... . 33 


YEAR INVESThI-NT MAINTENANCC ADDITIONAL ADDITIONAL TRAFFIC NET, 
INPUTS PRODUICTION BENEITS I"7. TS 

V~ a ---- (0.39)
 
0.01. -*
-

2 -l 111i - 0 .U01 
0.0 0.0 6.03 -.-- 0.4 030J 0.01 00 .100
4 5 .3 0.01 s.10 0.01 061
0.01 0.01 0.07 0.01 007 0.03 0.01 C 17 0.01, 0.07, 

6 ~0.01 0.01n,701'.1 
9 0.01 0.01 0.17 0.01 0.1 
10 0.03 0.01 0.17 0.0 0113 

... 4. . .. .. 3 . .. 

1 Aitiotoo rOmiuii., .rOr 

~ 7
 
. 3 3
 

33
 

3
 

i< 3 

-

3 37 'i 
 I r J . ;: : 1:7333 l -l / . . 

- 7; : ] ' ' {'] ; t ! : { 7 7 7 . : ] 7 77) , , : 7: { { 7 ;. 7 ;i { ;7 7 :D ; 7 7 7 ; , + ! 7{1; , 

. . 

3'
t : < . . 3333iri- tiirit! tjil 77 3-3 3
7
;.- 7 : 1 .{;, r, 7 :it7 7<71{ 7 :;7 ,7 7 7 {: 
 I 3
 
-33I # 3- 3- 7 . { ; i { !1]! 7 :i , ]r ! B <33 ;{; 3 ; ,7 ' :J:: { { t'77;{,i~~ 3 3 3-3-{i 33f 44 *3
7. 

3 - - - - - - 3 3 3 3 
 -3 3 3; - 3'3 3
 

-3;3;34 3)43 333 
 '-: 3 3):'3-!-3333333---
3 3 3: r: 3 3 3 -)
3 .3 .3243': ;i :.t';=7 7 7 g { {,7 ; , '7 l..D J 7-: ! : 7f {Tir77. ~T :;; 3 3l 
3 


33~~~~~~~3333~~~~~~73 3 3 3 ~-7- 3 3 3 3- 34 3 3 3 
 . 3
 

3 
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ECONOMIC RATE OFRETURN PRESENT VAUZ 0?BENEFITS 

ROADS NORMAL' INVEST- BENZ- INVESTHENT (CPAP X 100)
HUT FITS + 10% AT 10% <AT 12% AT 5X 

-10 BENEFITS ____ ___ ______ _______d, 

-fMIT~ff IU,09 M.1O 338.56 
(Zonsi 9 oxel1.) I 
toweV Caunnuui!CO 12.$ fllr P441 395.24 

LowernCasatance 14.72 13.06 12.55 10.95 314.26 278.49 214.24 
(Zonti 9) 

Fleuve-Hiatits 31.77 29.74 29.32 27.36 1062.25 936.49 764,49 
Region
 

*- Fleuve-Bakol 12.53 10.96 10.59 9.06 156.34 140.07 117.31 
Regi.on
 

This table presents, Insumnmry form,itn CFAj tho results of the conc ic 
analysis of the roads Improvenonts. Economtc Ratoiof Return have booen 
calculated for the noual Vitl:at Io, 4nd for tiaro& loms dvantapoualmLuatton
(tnvetitent cost, 102 gre,atr; nariculture benefit 10 leoes invostmnt costs 102 

the boneTit-tras(sl COIL# and bontuog ext-ludinli the Initial investment). 
have been calculated nt 10, 12. and 152 (worst canu)) rates of interest. These 
may rd'ad11y he roapdred to tho' corresponding vetnt costs 

1P- - 



SUMMAY OF ,CONOMIC,.ANALYSIS/SI ,SITIVITY N L S 1 
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:):Section i:216.2 :of iAID;Roegulation+16 p.lrovii c€laall 


clase I te olowng
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ob.etiv
thv knwldg of+or control+n,.++++++ 


S the llhYSail and natural onyIt ronmoant.: for. which, f nancilnl s4provided b ID. 

+ +
d:: P :' i n wri ting .;l o x+i: to+'hich itclass+!ofi citieo r1 eixcluieLermiinu"l th tatC w:IO i scal : ons 


apistsuhporm Thnwritte i:onctirrod In b
lodetermination is tv be cti 
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Di/:rect:ioriUAD Sanegn tkm :qutl(Ad.+altoorlA) e~xchlson applies :ll :theabovo 

to tis anInt[ial EnvironmentlEamntoniod
pojet an i o ae
 



Examina tion of Naure Scp 'adMantd ' L tv£ rnmentil -Impact s 

it teoernet of Senegal (GOS)- fr~i;7tltcoomcom .un n
 

knwde fcai:+~:sece, to;fl
'the ood tob'motdnrwl theii 
pe'sticides~ ~ proec+ andth US1AIbeDwil~lb-'osed, 7 


As the-44 sujetYsitic fulill 
 t444e quliicto cte 
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grante
shul be a4 caeoia exluin 
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envionmnta procedurus.
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ANNEX I
 

STATUTORY CHECKLIST
 



COUNTRYt CHECKLIST ~ ~ '~ 

A. GENERAL CRITERIA FOR COUNTY 

l. FAAzSec. 48.'?Hasit been 
deerined tha +thegovernment." 

No, -

. .lfthe- ropienltacountry2 
-hai-f ailed- to-take-idsqt4liites~,~_ 

to prevent narcotics drugsand" other 
controlled subsianc(Wdiusd 

-by, the, Compreive"rug AbuOi -a-

Prevantion and,'Control Act, of: 1970) 

a 

,~' 

a-

.a aV 

-v 

ak 

'-at

ain 

Produced or processed, in whole or' 
npart, in such country, or.

transported through such country, 
.~~ 

~~, from being sold illegally within' 
the jurisdiction of suph country 
to US. Government personnel or
their dependents, or from entering 
the U.S. unlawfully?n 

2. FAA See. 620(b*... g vo n r a . if assstancethat+i, +, i ti 
, Yes.), , I+,i++++++++....++++............ 

is-not controlled-by the international 
Communist movement?
 

,-3. IAA See. 620(c). 41f assistance 	 No. 
is to a govarnameiit, isathe government.. 

liabic as debtor or'unconditional. '. 
guarantor on any debt to'sa U,8042, 	

citigun for goods or servicos furnished 
or. orered where (a) such citizen 
has e).housted avallAble legal remedies' +

'2* +:+;>++++++;+++ . ¢ 1 + 1 +++"++++++>+'++++ +++ 
-.and (It)debt 	is niot denied or contested. 

by suc~h govurnst?	 ++;:+ ++++++:,++++ ¢ :++:+ + ++: :.++++ + ++++I: + +++ + +>::++ 

: > >>< +{+ i :7+#;++++ }++'++++{+4i
4. FAM Sec6 620(a) j f assot- No.	 {>}:I;! +; {a,,a 	 :.{ >{< 

++~+ +h +:++t e+ +7 	 7¢ ++++++++++ ...I,+++++++!+ o n has it+7:+ +llo lll~ Lanee is to agovernment,
(including governme'nt saencies 
or subdivisions) taken any action,+i i' i . . .. . . .. -+ 

" K+++?++++which has the effect of nationalizing# - ++++,< <:++ <+ a;+. .	 a,++Iy++++aa++++j+++++'+++'-" T+iaaa. 
alaI4.>+a.4ii+. .1.1 '. 41+++aaaxpropriating, or otherwise nellinj, ++" 

ownorphip or control of property of_ 

ownud by 0hu. without taking oteps to 
obligtitions toward such citize ns or 
entities? 



-'-4-;pi.'4 country a Communist 
country 
 prvie
be'b vildstn 

to teeortcRepublic of Vietnam ~~~*6~ 
-


6 ., '41 

Cambodia, oraos
.6,; FAA Sec.' 620(1),' Is recpient" NO 

conrenan dwy:nole 4(aor (b), the 'planirt of such' sub- ~ 
6 version. aseression?~' 

' 

7.. A&ec 62 ) Has, thecountry; No. ~ >V 
permittedp,or faled-to take adequate 
 A"1-. 

measures to' prvent,° the damage or 
1destruction, by mob actiono, of U.S,-.- ~ 
property? 

'
 

6 

8. FA Sc.62(l). 'If'the country 'No$' 
' 

has failed to Institute 'the Investment. 
guaranty program for the upocif ic 

risks .of expropriation, Inoneribliy' 

.,
 

or confiscation* has the'AID Adminis-'
 
trator vithin the past year considered
 
denying assistance to such government 
for- this reason?
 

9.1 FMA Sec. 620(o)l Fishermen's Pro- Senegal'has taken no such,

tective Act& Se.:S. Ifcountry has action.
 
sized, or-impoe any penalty or 

sanction against, any 6

M.S.fishing 
 '
 
'1 
 activities in internittional water#,, 

&a ties any deduction ruiquired6
 
by Fisherman's Protective Act
 
been made?
 

b. has couploe denial of assist
ance, bean considered by AID :',Adminisetrator?
 

10. FMA Sec* 62O0'ii Ag. See. 504 No. N'o. 
16 6'
(a) tonthereiipent counryinT 


default on +++ +. ++
+++i.'.+ ++++++i+++++++++++,. ++++++,+*
Interest or principal of 
6'664+ ,4?++ + + + + ++++ 1any AMD loan to that country? (b) Is~ +++++ ++++++ +,++,++ 

country more than one yaar indefault
'64. I I.: ++6'6 :+++:++++-


on Interest or principal on U.S. 'loan
1 '''++ : ;'+ ++ ++ + ++++,++ :+5 :?+:?: ;:++ i *'66+++
'164+16,6.6di~ 64 , i!' i
6 made pursuiant to program for vhich funds + : +,;
 

'6 6 ~6~6appropriatod under' Approp. Act# unless'
 ''+~1

debt Vas nrlier disput:d, or appropriato 66' 4''1 6 1',)16+ 6.'66.+...416-.6, 6.+,stp tk 4retnuttt to1''..:+ 44114:+ 66A6,,, 661' '66664'i6 +-+i:++6 ++46',+;:;+ .',+,,.-,-,,+'-6+ 6

'"z '6 4 - *6.6 .166666 6 6.666 J j6(6 SA 4t : 
+16"6+:4 



r -11, ~~~~FAASec. 620(s), What per-
centage of country budget is for 
military expenditures7 How much 
of 'foreign exchangea',rsources speant 
on milita equipment?,Ioduhasf 
spenlt forthe purchase 6fj 'ophis" 
tiae wepnsses-Cn 

-sideratiox-ro6thauee-oint5ALQs-

%-fteGSbde 
f~'928 iefrmltr 
expenditures. MHost new4~ 

.miltary. equipment, has been 
fro ote nora..Noo 

aophist'icated ~veapones systems 
hav-,bbeenpur'chased'. 
~.. 

; 
,. 

Program L2DdNPo3.icy Coordinat6ion, 
Regional Coordinators and Military, 
Assistance Staff (PPC/RC)'.)~., ' > -

~~. ~ 

,12. FAA See. 62(t). Hahe, 
-countrysevered diplomatic relations.-' 
with the United States?,If 'so, hay.> 
they been 'resumed and have new 
bilateral assistance agreements bean 
negotiated and entered into since 
such resumption? -

No* 

13. FA Sec$ 6,20(u). What is the 
payent'status of the countryts U.N. 
obligatitons? Ifthu count-ryin i 
arrears, were such arrearaguu taken 
into account by the AID Administrator 
in determining the current AID 
Operational Year Budget? . 

Current. 

14, FAA Sece 620A. Has the country 
granted sanctuary from prosecution 
to any individual or group which has 
committed an act of International 
terrorism? 

.: 

No, 

-' 15. VFM See. 659. If(a)military .,There 

base Is locatedi recipient country, 
and vai constructed or Is boina main
tainedt or operated with, riinut 
furninhad by the United Sutls, and 
(b) U.S. par'oonnel carry otit military 
opbraionx from such'hnns@.itnptho. 

. Vraefdnt-detornd that ttiu go ern-
Rn of recipient Country ling 
authoriadregular access to U.S. 
correspondent# to such bas*? 

. 

are no U.S.military
Lalities InSene ii. 

. 

w16. FA eo46 Does the country 
obj00c,o 53#5or race, religion# 
national orlg~Ln any employee of the U.S. 
there to carry out economic development.. 
program under FAA?. 

No.# 



A." 17 FAA Sec. 69. Has h______Wtry 

deliverad4 or re~eived nuV). ir 'ra 
'coun '"No 

Smaterfils'oo t~h o~~withiout ~' ;'*...~~ V 

-AASec. 670. .'Ias the couno4.'~*,44. 

~cese ",aequpIt ateral or,~'<-'%r 

~~, 

* 
Article X(3) ofth uclaur1Noun#~ProliferationTioutyL'aisid' whi~ch, . 

,~det'onates a nuclear explosive'device? t)4~44~~ 

4~ 

4-4 

.,444'~' 

4~4j4jj.. ~ 

44> 4opp2ortunity 

1.FAA Sec.*1901., Has thi country
~denied its citizens thi&rightor'~ 

to omigate 

'No.'~' 
~~~ 

4' 4. i UNDI CKITHRLA FOIVCOUNTRY ~.. ' ' 

FA1...FSec. 502B.' 11as' the Depart- K..No. 
ment of State madefindings which,,,." . 

iundicate that the country has engaged,. 
in aconsistent pattern of gross V 
violations of internationally recognized'-
human rights? If so, isprogram 'in accor-' 
dance vith policy of this Section? ''4. 

2. FAA-See. 531. leIsthe Assistance , 
'to bo furnished to 4 friendly country, 
organization, or body oligiblu to 
receive assistance? ,~''~ 

Yes., 

4 

4 

4 

. 4 

*4~ 

3. AA Sec. 609. If comoities 
are to be granted so that sale pro-,4
coeds will, accrue to the recipient 
country, have 'Special Account (counter-

Yes. 

44

.4. 

4 

4, PY79AMot Act Sees 113. W~ill' . 

assistance rm provided f-or the purpose 
of sidiri directly tho efforts of the 
government of such country to repress 
the legitimate rights of the population 
of such country contrary to the Universal4
~Declaration of Human Rights? 

No. 

.' 

4 

-

'-

.4 

4 . 

44 

. 

4. 

', 

. 
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... ii.....II_ NONPROCT'ASSISTANCE ClHCLIST +. 

A. GENERAL CRITERIA FORINONPROJECT ASSISTANCE 

14. App.- Unnumbered; FAA Sc. 653(b)_ ~ -'' ~---~~ '4~ 

(a) ,Describe howcomittees on Appro ProposedLP/Grant was 

F1Cbeen or will b notifiedconcerning ---' 4 , 983. rsuiona
the nonpr: ject iii ta++++++oY Presentation 4-Normal ! . 44 

Congreionl-NotificationA 
A procq dures will befollowed. 

'4- ~« 

Yes. 	 I(b) is 	assistance within (Oper-
...:ati+onal ++Year~i Budge t) ............
 

-~ -~ - reportcd to-tho Congress (Ol-n9t m0ore~
than $1 million over that figure plus
 K i2-10%)?:-

.. 
- 2. FAA See. -611(a 22. Iffurther No further legislation is:-

'4 ----	 legislative action is reuie wihrquired, 

in recipient country,-what is basis
 
for reasonable expectation'that such
 
action will be completed in time to 
 ---	 4--

permit orderly accompliohaant of~purpose
 
of the assistance?,
 

-3. FMA Sec. 209,_619. 	 No. Program will not 
,-~4,.4 

-

more efficiently and effectively 	 encourage regional, <

++ + #+ + + +++ ++ + +: + + :+++: ++ ++'+++++: + + + .4 	 .4: ::+ S /:+ +given 	through regional or multi- 4' -devlopent.pogrms.,j.4-94 
+4 '4+':' .4-- + :;?+++++::++ + ; + + + + ++ ++?+ ilatera-,organizations? If so why 	 Seniegal Lisnot anewly-" ...

+++++ : .. .. ....... ... + +: + :+ ++ +' + ++++ 	 +;+.4 ++ ++i +: +++?
.. ..... ...... .................. + + ++ ++ .. .. . .. +: : + '++ + ......... ....... T + ': ++ ++: + .... ......... ... ....... ++ 4 4 ;
is ass~kstdnco not1 so given? Informs- Wedanden coutry	 
m 

+tion aiid conclUsion whetheor assistance++ ++ onr.- ' .-- ++++++++++++ + "1 + +++ 444
.4. + :+ +++++ ++:+++++' + :+ + ++ + i +++ +++ ~ '' + +> i +++ ++++++ 


4,4+ 4-,
 
+ ++ ++ ++ +++++ ++ +++ ++ ++++++++++will encourage regional develop-


ment programs., ...... ++ +++ +++ i ~ J.for( ..... 4 4 ++++ +
 
4, 4 - - 

+++?+++++: 	 ;+++++'++ ++::,If-+assistance;+: q~ ~dis? + ++++... +;~ ;+ -49-4-. ++++'; ++++++++;++,+.4.4.4+++' 

4independent countryo is it-newly 

.4furnished through multilateral-,-
or in Accordance with 


multilateral plans to the mnxiuum 
-organi-tations 


~ 4-. e-t p 4n,+ i w +/ ~ .4.: a !.111 114-4- + +++:.4? .4/: .4.4 .4.ii +++ +:4.4++++;+ ++++:++++ + ++ ++ 4 .4.4.44-4r 1,
extent 	appropriate? + ++ " 4. '++++ 4 1-'-	 .4 4++ .4.4.44.4.4.44-++ :++++ 

44-, 4-4' s1 -	 4 +4''' ++ + : : :++ :+:++ ++ :+ + + : + + + ++:++.::: 

.4 ( 	 .... 4, 44-.4.4>44,4~ i61ii~ .4.4444.4 ''-'. .4.444- --4 . + :,++ o-444'4444 
4 

44 4:-.--4-49i4--4144 4 	 ~ -9~~-0 :- 4 .4 . 

a i ! lc : 4,;;.4 , -~--'-' 	 4 4t !or444--, 
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A. 4.0 FAA Sec._ 601ga)g(and:Sac. 20() Thi~s is grant, Program, will 

for development loans), Information increosihe flow o; .intar
 
and conclusions whether.assistance- natjonal ,trade by'providing the
will.encourage effarts'of thecountry necessaryforeign exchange for
 
to: (a) increase the flow of interna-1 importation of goods.-) This. 
ttonal trad; (b) foste' private programi4rrmarked.usitanc is 
initilatve and competition; (c) , ,for the Sunogatone',privato u'ictor 
011courtige development and utie of nd will tend to foute) priy~ato
cooperativoo,-credit <union., and, ~Initiutivo and 'comoietiw'on through 

,,' 

savings and loan associations:. (d t ropo rjejo 
* 

.dsub-p.

discournga monopolisti~practies; 

5(e) Improve technical officiency.,of 
,7"' 

!. 
industry, agriculture, and commerce; ~ ~ ,. 

< 

and (f) 'strengthen free' labor 
unions.
 

5. FA See. _601(b) Information and The commodities financ.d by the 
conclusion on how assistance will program will concribut.,to-,a
encourage 	U.S* private trade and rovit lmcation of the enegalese
investment abroad and encourage This, plus thie raqiira'economy.~ 

private U.S. purticipation in foreign mentthat U.S. Manufactured
assistance proj~cams (including use commodities be procured with grint
of private trade channels and thie proceeds and the resultingservices of U.S. private enterprise), increased familiarity With U.S 

products should land to further 
trade with the U.S. 

' 6. FA Sec. 612gb)Soc. 636(h), Prollram providas foreign exchange
* 	 Describe steps taken to assure that, assistance for commodity imports. 

A
 

to the maximum extent possible$ the The local currency generated Is to
 
country is contributing local nto sub-projects.
 
currencies to mseet the cost of be pa ime L
 
contractual and other services, and
 
foreign currencies owned by the 

United litates are utilized to meet 

.

the cost of contractual and other
 
services. 

7. FAA Sac. 612d). Does the At prevent nsl Is not 'a.
Unietar tosovon excso foreign Inwhich the U.S. owns'country 


corrency and, if so, what arrane- excess foreign currency. 
monts hoive boen maide for its 

5' aoO	 I 

4 .- "4 , 	 . 4. :.:: 5 " ": : " . : : " 	 "' 5 "' ; "-A: = = = ===== == = 5::: 
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B. FUNDING CRITERIA FOR NONPROJECT ASSISTANCE
 

1. FAA Sec. 531. How w l this 
alsiSLanC(e cupport promote economic 
or political utability? In the 
country among the 12 countries in 
which Supporting AasileLance may be 

provided in this fincal year? 

The program will provide
 
commoditicu neceusary to the 
increased production of food 
and agricultural exports and 
thus contribute to the revitaliz

ation of the Senegalese economy, 
a key factor in future economiL 

and political stability. Senegal 
is one of the countries eligible 

for asnistance, from Economic 
Support Ftunds. 



III STANDARD ITEmI CHECKLISTI.w 

A.PROCUREMENT' 	 '. 

arrangements 	 to permit Yes, AID Re+".tion U.S. , 

smallbusineas to participate procedures willapply.
 
equitably in the furnishing
 
of goods and servico financed? ' 
 ' 

2.. FAA Sac. 604a. Will all Y018.
 
commoT-t prcurement, financed be
 
from the United States except as
 
otherwise determined by the
 
President or 	under deleg~ation 
from him? 

3. FAA Sec. 604(b). Will aill ,,Yeti, ATD Ro~julation I
 
commodities in bulk be purchased at procedures willapply.

prices no higher than the market 

.
 

price 'prevailing in Lhe United
 
States at time of purchase?,
 

4. FA.Ae. 604c. Will all Yes. 
1> 	 agicdral commodities available
 

for disposition under the Agricul-'
 
tural Trade Development & Assist
ance Act of 1954, as amended, be
 
procured inthe Uniteid States
 

.... ,++ ++++ + + ...... ...+++++ +++ . +J0+ L++ ++: J . ...... . +......++ +

unless they arc not available in
 
the United States insufficient
 
quantities to supply emergency
 

+:+ + 	 '++ ? +: G+ f ;*++++' + + ':+ 

requirements 	of recipients?
 

5. FAASee. _604d). ifthe Yes. 
coopat na couintry iscrimi~nates
 
against U.S. marineoInsurance
 
companius, will a~ro~aon. require
 
that marine lnsuranct' be placed in
 
the United States on commodities
 
financed?
 

A. 6. 	FAA See. 604 eN. if offs hore There will be no offshore 
procuanntofai.uLural commodity prociaromant of ag~ricultural 
or product is to be financed, is there commodities, 
provision against such procurement when 
the domastic price of such commodity is
 
loe thssn parity?
 



.Rglto
arrangements iwhereby upirYepuig4 


comi iy - r uless 

utilize
bewhrvr~ ~ ~rcicbei~-

9. Aii e e., 603,G" (a) sp.rthe -' Trasport egationri
8:.7 e0. Nrevotlubhee thA Seeiu8ill :terms:of

withnoreientpin etio.nde901(b)
 
co'modd ty tratD urlso
5
 
pe ente hafcere tonwch of
 
inomdtioes opthed epartel r
by 
dryultiorrihs, rescar? e 

9.a FMsc. 03sa)is thnlbe atnpra~oviei 

aoveanernexnncedsnalluoet piebLeor oI?.
 
beuil ed oneprv ica .
c b ed 

flea odar Vthe8ocuremeth eiten?
 

perdcenu poftersstonnan of 

aodothiersFiance shall be 

fuala ,ommecal vesslyu withetn 
l s xa.tet aticabol a0 

stoea 

dry10.hbuFometccOaarrier d caclies
 
cvitias ompiut teryire

hy62.r ftohgclre.aacltissfote
 

10ssItnafinancd asucht.
farir,nd .. Aillodtes. hl 
Foeea. gaisv o
 

Fulies extt%Iapractale asc.17
 
utlotedn reaonalzri prlly x~n, 

godsanprfessonl arsothrn 

halsvhossesaideon ailabrfeltntbsis#a
proerIs foace: 
onlarosonact nds the facilitis
 

prse d lL
*' privtenerL / an d~ornl;
ofaoterFeeagnis will bauisdtohe etn
 

avharicsaalable ihu nueitreec
 

;:!!;lii'10.l< li'<:,' iIII-onal Ai Trans,o~iIrt:, l;i!];;:Y es i1, :% :=L,.D I,,I;L])¢.III=i),'-: :'iO .,l!',i/ii :Interai r:I):-i; o ;Q.' .,:. .i:::l: 

vith d programs? " ....
 



--

11.> FY7 c Se,-0. osYe 

th ontract- f orprocurement ct
 
a provison apuhori.zg 0the. .on
c. I ermn 

of iuchco'trctra' for theconvonience *-* -- '

4of the Unita d.Seates? -- ' 

B. Construction Noconstruction will be 
-4 ~ financed by this-Grant.~ 

.OTHER .o RESTRICTIONS< , '-

1. FMA Sec.:620(h)* Do arrangements, Ye.
 
prec1ua promoting or assisting

the fore n aid projects or activities 

,
 

of Communist-Bloc countries$-contrary 
 -4
 

to ,the best interests of the United 4
 

2. FA Se. 361 Is financing Yes. *4 

prohibited from use, without waiver,
 
for purchase# long-term lease,
exchange$ or guaranty of sale of 
motor vehicle manufactured outside 

4 4 

the United States?. 

3. Will arrangement preclude use
 
of financing: 
 4. 

a$ FMA Sec. 114. to pay for perf or- Yes. Yes. ' 4 

mane abotions or Involuntary

steriliat ions or to motivate or' coerce
 
persons to practIce abortions? to
 
pay for performance of involuntary
sterilizations as method of family

planning 'or to coerce or provide
 
any financial Incentive to any person
 
to practice sterilisations?
 

+ ++++ + ++ + + . + +?++.i++++++!$4'It -+ + ++ e.+++++ to' compensate44,++:i:': +Sb.++ A ? +++ 2() You. 
owners or expropriated nationalized 


property? 
-, 

ce FMA Sec. 660. to finance police Yes. 
training or other law enforcement
 
assistance, except for narcotics
 
programs? 

d. FAA See. 662, for CIA activities? yes.
 

as Ap see. 103. to pay pensions, yes, -

stel for miliary personnel? 
.~ 
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f. App. Sec. 106. to pay U.N. Yes
 

assessments?
 

g. App. Sec. 107. to carry out Yes.
 

provisions of FAA Sections 209(d)
 

and 251(h)? (transfer to multi
lateral organization for lending). 

h. FY 79 App. Act Soc. 112. To Yes.
 

finance the export o nuclear 
equipment, fuel, or t.echnolo).,y or 

to train foreign nationa in nuclear 
fields? 

i. FY 79 App. Act Sec. 601. To Yes
 

be used for publicity or propaganda 
purposes within U.S. not authorized 
by Congress?
 



ANN4EX J
 

OCEAN FREIGHT WAIVER REQUEST
 



77,-MIGH REUS tAIE7 

Prourmet ndorginwave IDGegrphc,Code :000 ,., ,,,sure f fom 

(United States)i ti!o :Codai 899 :i(Free -World) for procurement fmrn 

BA. aivry Waiuird 

W aive rite.-r YYaedu .. ... .....
Procurem of ourc aorigire roAID Geographic Code 000 

L
Uited Sates)I~oI I ltCo 899 'i(Fre e World)eentofprin

at to gn 

amiuroposedf Somprte/arigisOin ate se-torwrConodty Import Programo Ths
 

transaionaervicslanedouthe liUnite SpndortL 'un t 
ri Oaentgrphica thesam 

: ati ie o Fuing: l coant S rtFund 
g reoimeoet Vagri ltura d 0,00I0oqi li with 

n US. prdut 


1,0el0opment n 

leelaDs oeeglas plne


lalry (treeuWorld)
 
moto uroiie enreaEcoc pomunrt ithe 

amoucnthef dvanmilliof commodity ReThisa riaec Senpalet Pram.t 

the
actinityaispotio ssrvceto itsbaanepentU.S.i dnfefuct andoton ,

the G.OV& ol baco'mo 'r~l e self-reian in duct.:id:o.el::: tReflorm la I foodr 
gnieat loarlurrny faor rclalgadevopmet ofDbkpr otn lneth
 

: l U..I mpirt s toIil1 .. ,~r ofth 1 .tiv ilto1One er objec of tisl grant11 he epn o 

bhsie saegt diPctly fron o port (Baltioro ordo).nc t osel 

pproxiaftely 12 deyes Lol tarrll Lnes haedoteindgthitshey hoc
 

notegld enough caro booked Ujustofy a stop In Dear, andcae ha been 
offloaded In Abladjon Iorst, an ternshppedtoDakarThis proeLssr 
rd inrhedahippng ti bycom dites i toreThl unrelible ervi e will
not be lookedat avorably by poenutifyl Importeri whO andou onauropen 

shipments with a transit period of from 7 to 10 days. 

http:ct.:id:o.el
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Delta Lineso the' only' other -U.s flag vessel v1chregular service 'to,,N

Usher, schedules monthly satops, coming from th6 Gulf States area, froquntlte

witth Intermediate stopse However$ themaJority of the cargoY destied'for<'
 

Isuhipped ftom.HKiWCoast
Daka t ports which are notiserviced b~y Deldta Lines
eastCoas areNava
 
Other vessels regularly serving Dakir from the U.S.,:&t.04tU~ta


.,-rbr-nea-t-.codea-vesse.-4ors veslcs Sr~ -a-vailab -le-vary-to-- ~
 
weeks.$$4
 

* D. Justification -7, ft 

Moro fluquont, duondabls transportation servicus aru ossencial to thu
 
success of this AID-financed grantj and non-AID foreign exchange isnotA
 
available for these costs. Per Handbook 15, Chapter 7#paragraph 73R4a(2) a
 
vaiver for transportations services Isjustified when eligible vessel, can
 
provide liner service only by transshipment, and vessels under flag registry

of countries to be authorized by the waiver provide liner service without
 

.i V ; + + .+ +i ++ .. ++ + * -+* V : :+-+ V++transshipment. Inaddition, per paragraph 75 4(a)3# 
+ 

non-availablity of 
. 


eligible vessels would delay shipuencand significantly delay receipt of the ,
cargo$ 

L. Certification
 

The Interests of the United States are best served by permitting financing

of transportation servicos on ocean vessels undur fleag registry of free, world
 
countries other than the United States.
 

++ + ++ + + ++++++ +' " *+ ..
,i+ + ........ ...
+/++/+ +++*.++...
 

+ ++++ ++ .... I 

....
 
0+ ++ +" ++ d++ +++ ++:+++++++++ ++ - 
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-~~~ ~ANNEX 4,b. >':'5 
8U1ARY¥ OF ECONOMIC ANALYSIS/SENSITIVITY ANALYSIS1 

ROADS NORMAL '~- BENIC- INVI N1SX TRIP) '
 KI1,NT FITS A+10Z -,'A 14 AT 122' TZ
 
.. . .. .. . .... . .. ': '.. ,a ' c." ' r;-r > A" 

Lower Casmi ticT~ 10d RT T. 10I71p-1iiW 

Lower Casamance 14.72 13.06 12,55 10.95 0.90 0.60 0.67(Zone 9) 

Fleuve-matam 31.77 29.74 
 29.32 27-3 3.04 2.68 2,24
Region 

. leuva-Bakel 12.53 10.96 10.59 9.06 0.45 0.40 0.34 
Region

1 ThLs table presents, in Nummary form, indollars, the results of LhoeConomic 
analysis a the roadslmprovements* Economic Rates of Return havoa boencalculated for the normal situntion, and for three les5 advantage us situations 
(r1veutm.mnt coat 10 grantor; agriculturo honiket 02Z 1i05 Investment costs
10% greator 4nd ngriculturoaboneflise102 leki (vrst case)). The prostint value
oif tho bunl'ft--utruna (altl eomtsnand boiufrt", x'clud/ng tho tnttlal 
Investment) have boon calculatedr L o 12 and 15 (1orL, case)) rats of
intorast. Tholo ttay rcadily be compared tu thu icorrespondinB Inv stmont coots$ 
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ORGAN I/,ATIONS VISLiD ANDi BLUOGRAPIIY 

ORGCAN LZAT IONS VIiTIM 
In ,4-Loi InentinlBre 


n 4 l 4444 4I Vele de.:l.Organisation.pour 

Projet Ite8imaire do D~voloppeiment Agricola an Casamance (PIDAC). 

La SociteG d' Wnageuant at 4'exploitation des Torres du Delta, du Fleuve 
Sonaiea et dos Valegq du Flouve fl8n~gal. at do Is V.15.8 (SAP.D) 

Lai Soci6td pour la Mauo an Velour Agricola doICaamanc* (SOHIVAC) 

IADirection rolnGrale dosi Travas n Publiques 

-La Direction G6Oi4aleo (DGTP)
 
-La Direction do i ltntation Rotaler at du Matlrlel (DRM).
 
-La Diroccion duo IXeudso at doi Is Progrnmution (URP)
 
-Sorvicas RSLonaux: Cnsoancup Fleuvu Bakel Suibdivision DIpareantl4.
 
-La Divelon doe Pise.at des Rechargensent (""R)
 

United States Agency International Dovelopseat (USAID).for 
f

United Nations ahelian Organisation (UNSO)
 

The World Bank' 

BI[BLIORPHY 

ARPX intneors, Architects aidAPlanners in mho$4tion wtth DIE LKW CARTIII.r 
INThRNATLONAL Iuiud; Tv.,,u o.rcntiol Infra ttugturc' risiose I[t Annex Roport, 

Siul. r4.invu. KW 

SCIAO; Note. d'Znformstion et Statisciguas - 8 Snull QatOobre 1982. 

BCCOH, Second Projet de Pisot deProduction - feude Lonomlqe, Novembre 1981. 

LOUIS 1l9ROR ITSRNATIONA., MlC; ProarnI for the nevelopMent of the .atla 

Kvittor PIlni for A M loe aN -M-vl 

__io n asnt DPireusr 1951. 

Ditectlon GCnfralo du I Production A.ricoLe; Anqmal Reporet, 

Direction Gn~ralo des Trtvaux Publiques; Dsl er do Frsentation du Prolet 
Dronageaont do 210 ku. do PiUMo .ln# Is liton d 1. Ciuamancy, January192 

Direction GJldrals dee Travaux 1ubliques; Dossier do Fileentation do Fro je 
Amna oment do 133 ka o Pstdo done"l i.onu' uve anuary9 

Dltection f lnrale des Trsvu-x PubLiquee, Direction de l°ntretin Routter at 
du )4aterlel; Plan -iadrionnAl d'gntreten Routier 1983-1987 February. 1983. 

Direction OfndraL: di-e Traviux Publiquel Direetioto do l'ntrotien Routler ot 
du Mt~rtol# Division ties Piton at-doe Reelargemetl Not , Pr6i sb 
!_li BAononIqUi- Ftann¢_ USAfD. M rah 1981, 



IARZA ngineerini Company International; Plan Directa~ir deD6veloppement
 
Airicoei enBasse Casamance, Rapport Final; November 19824
 

Internatonal Roads Federation. World Highvays (Newsotcer); Washington, D.C.
 

, 
 . . . ... ....... 4 4 
'Hiniatbro do Voquipemnt; Plan National doTransport; June 1981.0
--- rOVOS PPr1r-a1.iim r s0 AmKn"giIn i 'tuat n nu-l--

'-.Juillet 1982. 

KPUQAI ; &Llntiigra. . Dev Prju 't '-.'-*iia Min4 *l.p 444or 

BAED: Programme Prioritaire SARD 1982-1988..-Piriode 


....dy 0CsL0uW~i'nil 
SACO; Sittuation d'onnomble due Am~nagements un itivu Gauclio du Fleuva SGgqI
at do aFa~o June 1981.
 
sII~) 3o, kui. ,U..........
 
BAED; Programme d'Ajusemedt Structural I Hoya Trmo-1981-1980; March 1982.
 

BARDt tDallpation do Notan -Situation au 1 .JanvlorJ983 Hivernige
-Pr6vision 


1983; March 1983.*
 

-PrivisionSARD; RUgation dh akh1 Situation au 1 Janvier 1983 Hivernage 

SATIC-$CST-SONED; Rialisation du Programe Cauters do Nitam" Etude do I& mil
 
an Valour do 4 Soceurse r1orttuutre. done le Npartemondo Hntam; Apr.l.1982. .
 

BONIVACI Annual Statiaticq, nod Annual Reports: 1979-1980,11980-1981.
 
.
19811-19J ,... "2+ +... r... + ' '- "
 

SONIVACI Note SuccifICLO sir Lee Activit~s dui In SOHLVAC - 1980-1981.
 

SOND Afrique 1toMl doi PI#otit du Productiot - Niudo soclo-c1onomigut
llopteibra 1979. .+ .. . . . ... -" . "
 

LtSAID rapport d'EvaluatiOl,, do Dvogtp frntigr pour In
ProJei INmd, RUr~il 


Nagle eaU.ce. July 19581
 

USAIDt Senepgl Fertiliser Study for Economic Support Crant; October 1982.
 

USADI Rural Roads Evalution Summary Report; Horels 1982,
 

USAID/OHYS; Draft Project Papor for Rural Roada Improvement; June 1982.
 

UlAIOl Polity Pae -teeurrent Coats May 1982.
 

TIULr-4 Sankl Senegal - S October 30, 1982.
 

4kla lSneeal -l~iht, l hvnv-Pronect
e A. llk, - ?isjff ApplielagIprt$. l ,,iry19,
 



ANNII.X II 

DETERMINATION OF CATEGORICAL EXC;LUSION
 



• :.,:,,.+;DETERMINATION OF CAT]EGORICAL EIXCLUSION 

Ienegale~,*:UAProjct County: S 


Fudi& 5. M...,i Dollars)....lliuon 


U.4Re4444'A"'4 Peter Freeman,, ID-oe ne

44 " 442 4 '444 4 4 4444 4 

~ ~ 6poSection oD^Dlll~o~ Dvi Sh16.l ieschitorlUSIi setso 

Bureau nvit ~ronmna Offticl isi fon:eclF an~ln In hs 

Clearae: ReteoIA /s
 

AID does ist have knowledge of or control over, and the objective of
 
AID In furnishing assistance doas not require either prior to approval of
 
financing or prior to Implementation of speciffo activities# knowledgeoOf L or
 
control ave~rs the degtls of the specific adtivities that have an affect on
 
the rhyeical and natural environnont for whi|ch financing to provided by All. 

doection 216.2(n) (2) provides thant the ortlginjtur of a proem~ 
d torsinum in writing; tthu extent to which sels st eataloriel exclsons 

be concurredInb%piot uhporm hswitndtrmination Is t.ue 
th* urvau: gnvronmental Officer, 

This Annex constituti,s Lila written determination ly the Mission 
0irector, i1SAID/Sonoenao thee the above ,quotood anteonorion] excl, ese applies 
to this pruJact and an liitfol Kavironentet Zxnmnatfon iteed rnot be malde, 



Examination of Natures Scope and Mamnitude of Environmental -Impacts
 
I.Description of the Project
 

Lo the GovernmOt of 8eneAl (M05) from tconomLc Support Funds on* 	 standard AID terms. 
 The primary purpose of the grant.1a to provide,
 
* 	 . balance of payments assoLanc, by financIng coiuoditLas to be selected

from the list of oligible commodities (Handbook 15, app. 8). AID has no
knowledge of the specific goods to be imported, nor will it control the nature of the commodities to be imported, other than ensuring that*no 
pesticides will be Imported under the proposed project and the USAID
will 	inform GOS of any potentially hazardous materials or uses once
 
these become known.
 

The local currencies generated from this CIP will be used to finance the
 
maintenance and upgrading of existing rural roads. 

II. 	 Recommended Environment Action 

In necordanco wit!s AIn RUS)uation 16, Section, 216.(') 1 (Ix),
nantntantare ondlr ai -'4imwmdIty Import Program Is. -.IIiI l rr uateenrL-1exel.noipton fro. ,nvirnn.,i.tal procedures If .itrlor top. apruv:tl, All) ,llou' 
nut have knowlodgo of the specific commoditLos to be financed, and whonLh.hJu't LvoiI lurnishInj ouch ausiseanco requires auethor knowludg 
at the tiM assistance Is authoried, nor control during Implementation,,
of the commodities or their use in the host country." 

So as to ensure that the 008 is advLised on AID environmental concerns,
the Joint GOS/USAID Project Committee viii be given A list of AID 
environmental and road construction guidelines.
 

As the subject assistance fulfills the qualifications cited above, it
 
should be granted a categorical exclusion and be exempt from any further
 
environmental pruceduros.
 

http:grant.1a
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STATUTORY CHECKLIST
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A. 5. FAA Sec. 620(f t 622- Sac 108-
Ia recipient country a Communst~-~ 
country?.Williasistancbei,, provided 
to the'Demociatic Repialic f'vietnam 

No. No. 

Cambodis',>or Laos? 4 ; 

6.> FAA Sed. 620(1)Is rcipient 
country in any way inOlved In (a)-~

77sb~eriio-of, or-iitary aggression 
,age s~ r,-aagaist he 'United statesor ycountry receiving U;S. 4ss1stance, 
or (b) ;the'planin.. of such sub
version or egression? 

2No. -v 

~ 

........ 

~~ 

7. FAA Sac* 62001). Hasthe country
permitted, or failed to take aequate 
measures 'to prvent, the damage or 
destruction by mob action, of U.S. 
property? - - ,--, 

. 

No. 

-

-

8. FAASec.620(l). If the country 
has failed to Institute the Invostmnt 
guaranty program for the specific4 + 
risks of expropriation, inconvertibility~2 
or confiscation, has the AID Adminis-,, 
trator within the past year considered 
denying assistance to such government 2 

for this reason? 

, 

~ 

No, 

-

--

K 

,
-

9. FAA Sac. 620W:)Fishermen's Pro-
!tectiva Act, See. 5. Ifcountry has 
seized, or imposed any penalty or 
sanction against, any U.S. fishing~ 
activities in internitional waters$ 

Senegal has taken no such 
action, 

K;-a. 

L .+ 

has any deduction roquirod 
by Fishermen's ProteetiVer Act
been made? 

.. h s complete d a l of asi t 
.a ~ a 'l;; ~ i+O !; Oii'pO ~ + + !++++!+++ +++!+:'?'++' ++ +++;+ +i++' ++?++++++++ , : ++++u: +:+,+++ ,+i, - - +++ 

-' ance been considered by AID ' 

- - - -. 

- --

10. FAA Sec. 620(g); App. Sec. 504. 
(a)Ist a reciplent country in 
default on interest or principal of 
any AID loan to -that country? (b)Is 
country more than ono yuar inAdefault 
on interest or principal on U.S. loan 
made pursuant to program for which funds 
appropriated under Approp. Act. unless 
debt was unrlier diseputed, or appropriatd 
steps taken to cu~re detntitt? 

-

No.,_ 

--

-

No. 

- -

--

S 



6FA secJM~.L What "per-
centaieounotry,budget'isi for<K 
military expenditures? Hlow. much" 
of. oreg aSxohanga.,050uCOs'spen 

~..,.~. 	 on uiilitaryequipSintfowRmuch'

spantfor4 the purchase of iSopti~s 


-wa 6n-y t'>J_ Cn 
ide~i6 'hii pitsfis to b 

coordinated with the Bureau for 
Programa and PoliyCodlton 
Regional,,Coordilatora and Military 

Ausistance Staf(PCKC.' 


FAA Sec. 620(t). Has the 
country 'severed diplomatic relations 
with the United States? I so' have 
they been resumed and have now 

4.12. 


negotiated adetrdit ic
 
such resumption?
 

13. FAM See. 62Otul. What ts the 


payment status of the country's U.N. 
obligations? If the aounLry in in 
arrears, were such arreuragus taken
 

-


" 


8%: ofgthe OSbuge 
'< for.1982-83 1.for military' 

'~i1expenditures.Mlost new, 
' 	 military equipment has beon 

&-K' 	 No0:aSiftfros other donors. 

sophlitica'ted -weapons systemis

havaobbeen purchased,'~ 

4 . 

4 

''4 

"4 'I 
-No. 


-4 

Current#
 

<2into account by the AID Administrator,~;'' 
in 	determining the current AID 

Operational Year Budget?
 

14. FAA Sec. 620A. Has 'the country 


granted; sanctuary ,from prosecution

to 	any individual or group which has 
comitted an act of international 
terrorism? 

15. 	 I'MA Sec. 659. If (a) military 
base located inrecipient country, 

aind wil constructed or ts buin3 rnin-
taini,~ or opiirntod witii rindit 
'turnisthed by tha United Statos, and.4 
.(b) U.S. parabnnol carry otit military
 
operationm from much hn~o, Itnn the 
11'rsidon daoarmitiod tit LIM ilovern
manst of recipiiont country inm 
Authorized regular access to U.S.' 
correspondents to such base? 

16. FAA Sec. 666. Does the country
objecl; on basis-of race,. religion, 

',"4. 

~' No. 

There are no U.S. military
 
'in Senegal,
.facilities 


' 

No,#
 

national 	origin ainy employee of the U.S.
 
.. ..there to 	carry, out economic development 

'4* ~progreom under FAA? 


4 



A. 17. ,FAA See. 669. Has the country 
delivre o.rceived nuclearj ra- ~ 
processing, ornenichmnt equipment,
materials or tachnologyi,;without 
Specifiedarangemns on5safeuarde 

* No* 

. 

FAA~F Sec. 670., Hs theconrN. 
deiardor received nuclear-a-
processig~eauulm -ateralor-T 

No.o 

W 
nuler~a on-tat as defined In 

,~Articlo IX(33 ,of 'tho Nucl1our Non-
Proliferation Treaty and on' which,.
4detontes 'a nuclear explosive device? . . .. . 

4 

.. . 4 

19. FAA Sec. 901. Has tho country, 
denied Ite citizens the riLjht or 
opportunity LO amijgrato?, 

No, 
. . -

'. 

8, F.UNDING CKITKRA POWlCOUNTRY 4. 

1. FMA See. 502B. Has, the Depart-
Montof Sate adefindngshic 

Indicate that the country ha. engaged
inaconsistent pattern of gross 

violations of internationally recognized
human rights? If so, is program in-accor
dance with policy of this Section?, 

NO. 

444 

2. FMA Sec. 531. le the Assistance 
4to uoNr-n-ished to a friendly country,
organisation, or body aligiblo to 
receive assistance? 

yes, 

3.' FAA Sec. 609. Itcommodities 
are to be grantdso that sale' pro
ceeds will accrue to the recipient
country, have Special Account (counter
part) arrangements boon made? 

Yae. 

4. P779 Ap. Ac Sec. 113. W1ill .

assistmnceAbe provided :or the purpose
of siding directly te fforts of the 

No. 

- .of 

the legitimate rights of the population
such country contrary to the Universal 
Decaraionof Human Rights? 

.. 

g 



NONPROJECT ASSISTANCE CHECKLIST '& ~'$ 

GENERAL CRITERIA FOR NONPROJECT ASSISTANCE ,. 

1. App. Unnumbered; FAA See.653(b) 

of '7Senate land KHoue'i 4ae 'incluided In t'he 
Spriations 

been or v~ll be tiotif Led concerning 'FY 1983'Congresional 
the nonproject asuistance; 	 'Presentation. Normal 

Congressional Notification 
procedures will be zollOweOU 

(b) is assistance within (Oper- Yes, 
'ational Year' Dudget) country or '> ~ 
Interna tional 'organisat inn allocation 

'7"4y;. 	 to the Congress (or n9t more"reported 

7than $3million over that figure plus
lOX)?
 

'2. FAASee. 611(a (2 * If further 	 further legislation Is,<No 


+*+ 	 s' * '+.++.rj+i++ i + ... .. ......, 	 required,''I logislative action Isrequired with-
e.ai
1+ +;I+	 4>++++irecipient country,e. what ,K . 

for reasonable expectation 'that such,,. 	

action will be completed in time to~
 
permit orderly accomplishmant "of purpose
 
of the assistance?
 

77"3# FAA goes 209j 619. Isassistance No.0 Program 	viii not 
moreTIvsly 	 encourage regional '' S+... + .....+'..... . . . .. + ~I 44 	 'I 

! -'. i, 7++ > +++ + + ' +++ + , " 7',Jprogramsgiven through regional or multi- 'development +lo~ld~+<+ 	 tl+++++ .......++++,+,++++ ii+i ]+ 
+-+'++ . 

L~tZII'+ 4.-'++,+++.+++] nloiad 	 .. ...'..... 
latera,.organizationls? Ifso why 	 Seneg~al~is...+not a++newly+~i+i+.+ i++ +++ A V++i++ 

10 t 	 +++++++ +'7+
 '+ ......I+'+'+.....+ ii
i+| 	 I+ 


' 	
independent 'country. + 1 ++++#+< +77 Is seskutne' not so given? Informa- s++++++++++"=+ 

7++> 	 .... ..'4 4 " 4 ' 7 + ++++++.tion aiid conclusion vhathor assistance 
'~'>' + :'"7>'+i'77' " '7'k" 	 >v++i17' 4'+''4'4+7 7'' '7747 

, 747iwill encourage regional develop-7777 " '(4177 74 '4'7 4 j 	 -777'4 ''""71'7'7 ' ' '7< +777i++-'+%
7" ' 4 i 7 7' "",74+++,4+++ i -' 7 7 7 "' 

ment programs. 77[f assistanceisfor	 '4" , 7"' 7 777" 7 7 ii~i ''7+'4+'44++++,,< 
<75'4newly Jndependent country,it it 	 ' -77774 7'7+7 4 J 7 7'!.?4',7>7 t.4 

furnished through multilateral
 
organiitationu. or in accordance with
 
multilnttoral plans to the m4xtmum
 
extent 	appropriate? 



A 	 4. FAA Sec. 6W1A)I( and Sac. '201ft)y This is grantorgamwl
for develoment- loans) Information increase'theflow ointer
and conclusion$ whether assistance:, national trade by providing the<~:: W27 
will encourage efforts~of 'the'ountry_ neces-sary fore$.gn exobonge. for 
to: (a$ Increase the flow of Intern imotto o d.,:This'~ 
tional trade; (b) foster prlvote:* 	 vapogram ueitanco is varm-aikod 
@tcoura4-e dovelopment and uue of a.fnd will tend 'to priirohfout.;oprtieced"',
tuniops, vean ulohoi andn icr And copetifti ugnititivit 

discourngo monopolistic practicoo; *4 

(e)improve technical efficiency of
 
industry, agriulture and commerc;

and (f) strengthen free labor
 
unions.
 

Information and 	 by the,5. F 	 The commodities f inancd... 
conlusonon how assistance will program will contributi. 4to a I11 

encourage 	 U.S. private trade and rovitalizaton of the f-eniegalese' 
investment abroad and encourage economy. This, plusIi06a reqiitirao
privato U.S,.purticlpation tn foreign met-that U.S. manufactured
 
assistance programs, tincluding use commodities be procured with grant
of private trade channqls and the proceeds and the resulting
services of UtH, private enterprise). Increased familiarityvwith U.So 

products should load to~furtheor
 
trade with'the U.S.
 

K6. FAA Sue. 612(b)l Hoc. 636(h).o Prodjram pirovides foreign uca~ 
Describ sep taken to assure that# assistance for co odity Importse
to the maximum extent possible, the The local currencygSerwrated Is to 
country is contributing local be programed Into sub-projects, 
currencies to m the of.. cost 
contractual and other services, and 
foreign currencies owned by the,-
United 1tates 

: 

are utilized to meet 
the COOL.of contractual and other
service 94. 

7. 	FAA Sac.612(d), Does the At present, Senegal is to~t a 
Unil47"ta Inwhich the U.S. owns=o on ecesmforigncountry 

currency and, if so, what arrange- excoss foreign currency.
ments ho've boon made for Its 
release?

: : : : :  1'iii ~ii~i : ;iLIii i :iII ! i~ ;:i 1:!i! 	 i [ i i: 

-3 3 3 3333 
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B. FUNDING CRITERIA FOR NONPROJECT ASSISTANCE
 

1. FAA Sec. 531. How will this 


absistance support promote economic 


or political stability? Is the 


country among the 12 countries in 

which Supporting Assistance may be 


provided in this fiscal year? 


The program will provide
 
commodities necessary to the
 

increased production of food
 
and agricultural exports and
 
thus contribute to the revitaliz

ation of the Senegalese economy,
 
a key factor in future economic
 

and political stability. Senegal
 

is one of the countries eligible
 

for assistanc,! from Economic
 
Support Funds.
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7. FAA Sec. 604(f). Are there
 

arrangements whereby a supplier Yes, using AID Regulation I 

will not receive payment under the procedures. 
commodity import program unless 

he/she haq certified to such
 

information as the Agency by 
regulation has prescribed? 

8. 	 FAA Sec. 608(a). Will U.S. No, not under tile terms of
 
private sector CIP.
Government excess personal property 


be utilized wherever pracLicable in
 

lieu of the procurement of new items? 

9. FAA Sec. 603. (a) is the Transportation waiver is
 

shipping excluded from compliance found in Annex J.
 
with requirement in section 901(b)
 
of the Merchant Marine Act of 1936,
 
as amended, that at least! 50 
per centum of the gross tonnage of 

commodities (computed ,eparately for 
dry bulk carriers, dry cargo liners, 
and tankers) financed shall be 
transported on privately owned U.S.
flag commercial venuel, LIo the extent 
that su.h VCbACIn tre available at 
fair a.,J reasonable rates. 

10. FAA Sec. 621. if technical Yes. Facilities of other 

assistance is financed, will such Federal Agencies will not 

assistance be furnished to the be utilized. 

fullest extent practicable an 
goods anti profe:!slonal and other 
servIct.,; from priv.,te enterl .'Ie 
on a contract basir.? If the facilities 

of other Federal agencies: will be 
utilized, are they parti,.ilar y 
suitable, iot t ompt-tltivt" with 
private enterprise, and maelt 
available without .ndue Interference 
with domestic prograimn? 

O. International Air Transport. Yes. 
Fair CompetitIvr Irnctict-n Act, 1974 
If air transportation of peroone or 
property It f Inance.d on grant basis, 
will provision he made that U.S.-f lag 

carriers will be utilizeI to the extent 
such service is available? 
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11. FY 79 App. Act Sec. 105. Does Yes.
 
the contract for procurement contain
 
a provision authorizing the termination
 
of such contract for the convenience
 
of the United States?
 

B. 	Construction No construction will be
 
financed by this Grant.
 

C. OTHER RESTRICTIONS
 

1. FAA Sec. 620(h). Do arrangements Yus.
 
preclude promoting or iissiating
 
thc foreign aid projects or activities
 
of Communist-Bloc countries, contrary
 
to the best intcrents of the United
 
States?
 

2. FAA Sec. 636(1). Is financing Yen.
 
prohibited from use, without waiver,
 
for purchase, long-term lease,
 
exchange, or guaranty (i sale of
 
motor vehicle manufacttired outside
 
the United States?
 

3. Will arrangement preclude use
 
of financing: 

a. FAA Sec. 114. to pay for perfor- Yes. Yes. 

mance of abortions or involuntary
 
sterilizations or to motivate or coerce
 
persons to practice abortions? to
 
pay for perform.nce of involuntary
 
sterilizations asumeLhod of family 
planning or to coerce or provide 
any financial incentiv,, to any person
 
to practice nterilizations?
 

b. FAA Sec. 620(gj. to compensate You. 
owners for exproprr--ted nationalized
 
property?
 

c. FAA Sec. 660. to r I nance police Yes.
 
traintng or other law enforcement
 
assistance, except for narcotics
 
program;?
 

d. FAA Sec. 662. for CIA activities? Yes.
 

e. App. Sec. 103. to pay pI)ensiono, Yoe.
 
etc., for military personnel?
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. usimx Waiver Informaton, 

Cooperating Country: Senegal 

44Authizing..~ Docummnt: UAA1D 

Acti~tylComodity Import Program 

Mtr of Funding: Economic S Fund 

Approximate Total Value: $1,000,000 

Proposed Source/Origint AID Geographic Code 099 
(free World) 

C, Discussion 

USAID/Oenegal has planned to utilise an Zconomic Support Fund grant In the 
amu.nt of $5million for a private seto Commdit Import Program This 

activity isto assist the G0i n its balance of payments deficit and to 
generate local currency for agricultural development sub-project in line with 
the 0080a Reform Plan to bocomo more self-reliant tofood product ion. 

One of the objectives of this grant to to help expand U.S. Imports to 
Senegal. Import tariffs on U.S. products were rocently reduced to the #a 
level as those placed on Imports from the European Icosomle ComunLty, thus 
reducing the advantge of RIO commodities In th Senegalese market. Recently, 
ocean transportation sen-ice from the U.S, he. been Infrequent and often 
Indirect. Terrell Lines has been calling at the Part of Dakar on it monthly
basis# sailing d~iectly from an Zest Coast port (Batlimore or Nov York) in 
approximately 12 days. Lately, Farell Lines ha determined that they have 
not had enough cargo booked to justify a stop In Dakar, and cargo has been 
off-loaded is Abid jan, Ivory Coast, and transshipped to Dskar. This process
has Increased shipping time by 45 days or more4. -This unreliable service will 
not be looked at favorably by potential Importers, who'can count on luropean
shipments with a transit period of from 7 to 10 days. 
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Delta Lines, the only other U.S. flag vessel with regular service to
 
Dakar, schedules monthly stops, coming from the Gult: States area, frequently 
with intermediate stops. However, the majority of the cargo destined for
 
Dakar is shipped from East Coast ports which are not serviced by Delta Lines.
 

Other vessels regularly serving Dakar from the U.S. East Coast are Nawal
 
and Barber Lines, both code 899 flag vessels. Service Is available every two
 
weeks.
 

D. Justification
 

MNrc frequent, dc.pendable transportation servicus are essential to the 
success of thin AID-financed grant, and non-AID foreign exchange is not 
available for these costs. Per Handbook lB, Chapter 7, paragraph 7B 4a(2) a 
waivor for transportations services is justified when eligible vessels can 
provide liner service only by transshipment, and vessels under flag registry 
of countries to be authorizcd by the waiver provide liner service without
 
transshipment. In addition, per paragraph 7B 4(a)3, non-availability of
 
eligible vessels would delay shipment and significantly delay receipt of the
 
cargo.
 

E. Certification
 

The interests of the United States are best served by permitting financing
 
of transportation services on ocean vessels under flag registry of free world
 
countries other than the United States.
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UNITED STATES GOVERNMENT
 

memorandum
 
DATE: May 16, 1983 

REPLY TO 
ATTNOP: 	 David Shear, Directo
 

USAID/Senegal
 
SUJECT: 	 ESF (CIP) Program (68 -0262) 121 D Certification 

TO: 	 F.S. Ruddy, Assistant Administrator
 
Bureau of Africa
 

I certify that local cost financing on the HSF (CIP) Program 
(Standard Financing and Direct Reimburscmneut) N0 . 685-0262 
will not be released dirc'tly to thu cooperaLing country. 

All such disbursements will be made directly by USAID/Senegal
 
should any become necessary.
 

Approvi,:
 

Disapprove:
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DIS13N of A -CODPEt.AlIIE LEVILOIEtT ANE- CLIDII PP.OJICTt 
VFT. ;BOJ1CT9 USING FADO, ".GUIDANCI.- TRERE COULD BE
 
STVIFAI COMPON1I SIAiC ;,IUIRltNOANALYSIS OF THl NIEDS-
Abr A mu~lipiioii OF i nO T UNts WOULD RE USED. 

uIE)v i.:is C)V1oN A J'ioji(' 1'APIR COULL 1) PR11100IF WITH 
TUO COlI'AIRLI ANr COPPI'LrVb'AIRY COMPO1ItT. I.E.-W(I 

TRAINING TBROVci1-COOPEP.ATl'ESANDCITINT DIVILOPM1I W ANr INCREASE THE(2 TEE PROVISION OF RESOURCES TO 
FECDUC'TIVITY O7 PUPAL PROUC~pe . IB IS-OPTION IS 
S1IITiDt IT WILL 2). tiJcissAR io:(1)DisCRIRI iP 
D1IWAt TOP CRErIT; (2) SHWTHAT INADIQUATE CP.EDIT-IS A 
PPO?IM, (3)IITLPMINT TE) SOUPCES 07-CFIDIT (F.0.. 
SVPPI1R CREDIT. VILLAGE~ MONEY. LENDERS, TRADVYRS 'C.1C01 
(4)TYSCTI3 APPRCPPIATZ TZET'1 TOP, TIT CRI1)IT1 IND (5 , 
r7IPMuI0 17 ANYTCEING CA?. 01 tOtiE 1O INCCR)SE IE1 SUPPLY 
OF CPLLIT FROP EXISTING SOURCIS. IF THESE ANALYSES SHOig 
'IPAT A 01 SAVINGS AND CIIEDIT INSTITUTION IS N2EDEDv TEE. 
PP FROULD DEMONSIRA77 1IN INSIITUIIONAL ANtTINANCIAL 

- a ~3,4 



--- ** IABLITY Ot 11:P~OPOSID, BAN& AND GITS IVDNETA 
IOCAL PRIVATZ FINANCIAL INSTITUTIONS WILL fIVZST IN; I.A'SSISIANCE IDCt$ TU , P1X,3RAU TO R1VI1W-Tn: PROPOS1D4 ~ ,i2:'STRU.CTUR) AND. CAPITALZZATVOKNOF THIk BANK, -AND SUGOJ5TAITIRNATIVIS OR;ItPROVEtMINTS UPON THX, OUNTPEOPOSAL ~ -~IS 11COt'WJNDIDO. -THE&T R18ALSAIINO5.JQR-OAPITAL_
POII IZATION 'PROJECT -(9o3e-5i2) ISAt(ALITIONAL SOURCT -C1 TIO3NICAL-.SUPPORT-0 IT T13 PROPOSED ?URPosE AND

TINtANCIAL.VtIABIITY CAN BI EI ONSTRATUZ, THINIXT TASK
IS TO IDINT1TTH? TYFES OF LENDING: AC7IYI1ISj.
TXCBNCLOGI&S AND" COMMODITIES, FOR WDICF OltIDITIS.PpoposiI'.. MIZIUM-TIRP., CRXDIT POIIOLIOS SEOULD' 21 
TOOLS AtiD SPAAl PAF7S, PICI BULLIflS OR OTHER FOOD , <1FRQCISSINV" 7QUIPM'ENT9 TRANSPORT p-OVPOSIBLY VILLAGI.viSICEAOI IACILIT!ITS THE ECONOMIC AND"FI.SMNCIAL-
VIAV2IUTI!1 TISI ITIMS/INFUTS SIOULd' WDIMONSIUAT., 

TE1 NFED TOP AtIQUATE SIJPFRVIS ION rFR THESE

CflDIT-IKANC1D IttPUTS SIOUID ALSO B1 CONSILIRI.1r
 

ScP OTHIRi CONSIDERATIONS Of THIS OPTION APE OFFEVIDt
 
-- DI51URSV-*,NTS UNDLR THIS I'ECHiANIS14 AiFE LIYELY TO BE~
SLC~t EICAUSI Arr .4ILL FROVIL) ASSISTANCI-0OCYTHL

INS7I' VUtTION-15 1SuS~~ ARX TIED TO'IF? NTFl$s TO)~ PARIYCULAF G"OCDS AND SERVICLS UNDE1B
SC21CANS MArl BY TSi) CRIL;IT INSTtTU71ON; < 

-- TIS~ OP'TION tMOVIS SUBSTANTIALLY AWAY )ROM T.41 MISSION 

NCN-TPCJICT lmCEs;
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SA 
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WFIC1E i*ILL rO2 L)AI 7c 0CAP Il11 4T ot" TEL 'BANK* 
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!ET iAiZ uor,1 1i A LOjIS1 5* t'.111101 L;--0T-n.OJI7 
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7IJGI!LZ COP. P",1171S WCtLr, 7; TrIALLITII? sY Alt
Ah1!0^: I!', ?PIFT'1ZIX I. LOCAL Ct;RINCI )UHTEATIONS
Y7I. P OOA0P.11 T0I IS!1URAL RIAZE 4lNTlV.A1,'C! )ist

HiTAImm ACII1I.IIS 'CE C2VF.7 AC71viaIZU TC7 .ICE 
JUSTI7XCATION CAN it 13.VIC. A ftArI1tAP NOTE RE1.Vh1S 

i:u
.rc NIT" 70 Il17y colwhc:liIS TOP *HICr 
4 ZIIXIECAI'*-I ctICLy to~lt)l U21 1 IEOVIEIIII
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mii! ID) SCOl3 :027IC.N 01 A!SISIAtdC1 t0ULD )1 A pol
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ji TNYA WITB RSPECT TO TRUER BA-FU'rj'D 7FlTILIZFR'w<
lep"r PROGRAMS ARE BEING, REPIATED: Ti 'AVAR. TBESE~ S~ULDB LPFUL-IN DETERMIZNING TEL jCOPB OF SUCH~ 
A'LSISO 

AS TFIS PORTION IS TO BE:YINANCEDUSING SABEL,
D)VlOP'IINT lUNrS, TEll 
IONG'-TlRm ryvyLoPMlNT IMPACT OF______p1 PROGRAMi AND THE LINK~AGES TO ACRThEFA4V-ET-OF 13_________F__7Ft 5S-MUST-,I MONSTRAfJ H5 G I rANCJ 15IKSPARTICULARLAY IMPORtTANT~ IN VI~O~OI)~OlT-O~yp~
Ih TVkY kt E3 CONTINUING, RESO1LTION, HY-GAfIDING THE IUSF-OFriv~lOPMINT ASSISrA0CIFUNDS JO~r..OT*AHlANPROJl.CT-
ASSISTANCE. THUS, IT t'UST BI SHOWN TUAT LONG.TEVL VFIOPMINT OWLS CAN BI ACbIIVrL IRTOUGH: (1) TEI US]CT TFE' OREIGN FXCP.AN3E FOR YERTIlIZ7JR IMPORTS; (2). TREEFC10Y Pu1OBVS, TO IE ACHEVED; (3) THF UILLINGNESS 'OF~in GcS To utat1RTAXI 11VILOFMIN7 dCTTVIIII} OR OTHErVIASURIS IN SUPPORT OF 7TI-E PRCGW~l; AN~D (4) THEEIIVILOFMINTAL USI OF TEJI LOCAL CUBPINtIE. ITPEATINGO THE 
PSI, PROGRAM IN A SIMILAR VANNER IS ALSO DIESIRABLE BUT 
NCT ?PANrplORy.
 

FXA;FIES OF LOCAL CURFENCY USIS 'dWCE SUPPOPT, ESFORMSIN
 
iNcirri A CRIrIT 
STUIT, COOPIPAT1IVL EEVELOPMENTACIIVITITS ANr MOVING TYF DIS7BIbU7rhON 01 FERTILIZER 
 ' INTO TEE ?IiIVA7E SECTOR. LAND FIGSPERATIOACTIVrTIES
 
t'1057 ALSO BE 'SECWNTC FAVE A DYVILOPVINT IrPACT.-PY)SSURING THT JUTUPI PROLUCIIVITY CF THY LAND. IT MUST
Tr rYtONSTRATII T3AT Tdl PROPOS7.L ACTIVITIFS CAN BE
IYCLLSIV)LY JINANCID WITh LCCAL CUPJLJNC?. 
 FORiKEXAMPLE,
TEZRY ARE UISTIONS ?XThER 72r POAD MAINTINANCI ANDTFAIF AC7IVI!Y CAN BE SPOWN TO Bf A TO'IALLY LOCAL<
rt'PRlNcy COSi. J1 ACIIjS.,j No?'RE DIsCpRIlr--'~
TA IT; O.IIVlRt?.jE PCFAIISP FOR THL RIVIEW 01 SPECIFICFFCF.CSALSt TEHE PSTAbLISW'EN7 OT A~ SGV~lGAED ACCOUNT,
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