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SUMMARY DESCRIPTION PAAD 685-0249 
(CONT....)
 

The wrant to the Government of Senegal is hereby authorized in the amount
of $5,000,000 broken down as follows: $3.05 million 
for
 
impo rts of fertilizer, fertilizer components and value of non-U.S.
flag vessel!shipp ing; $1.2 million for a Section 
 640 C. U.S. FlagShipping differential grant; and $0.75 million for the technical assistance 
services, subject to the following terms and conditions: 

I. Procurement of goods, and cou.aodity-related services will be restricted

to AID Geographic Code 000 (U.S. only) source and origin, unless otherwise
agreed upon by AID in writing. AID regulation I will apply. 

2 . /SER/CON is authorized to refer the proposed freight rate for importsof compounded fertilizer and fertilizer components to the Department of

Transportation (WARAD) to determine the amount of differential, and
develop to

procedures for funding the differential under this -grant. 

3. USAID/Sencgal is given the atthority to sign and issue Implementation
Letters and Connodity Procurement Instructions for this grant, ;nd to
approve/disapprove all transactions to be financed under this grant. 

4. Tau Standard Financing Procedures will be implemented according to theschedule oultlined in this P1A.) in line with AID's standard instructions 
for fertilizer procurement. 

5. Invitations 
for Proposals (IFP's) for technical services will follow
 
normal AID procedures for this 
type of activity.
 



ACTION MEMORANDUM FOR THE ACTING ASSISTANT ADMINISTRATOR FOR AFRICA
 

FROM: AFR/PD, Mr. Norman C e
 

SUBJECT: Senegal Agriculture Development Assistance, 685-0249
 

I. Problem: Your approval is requested for a grant of $5.0 million
 
from Section 121 of the Foreign Assistance Act, as amended, Sahel
 
Appropriation, to Senegal for the Agriculture Development Assistance
 
Program 685-0249. It is planned that the total of $5.0 million will
 
be obligated in FY 1983. 

II. Discussion:
 

A. Program Purpose
 

1. The Africa Bureau plans to authorize a $5.0 million DA funded
 
grant for the Senegal Agriculture Development Assistance Program. The
 
purpose of the program is to encourage the Government of Senegal to
 
undertake reforms and actions in the fertilizer and cooperative
 
sub-sectors aimed at increasing agricultural productivity. The
 
program will also fund a comprehensive agriculture sector assessment
 
and a study of the credit/savings sub-sector. These studies will
 
provide information on constraints and priorities in the agriculture
 
sector on which to base future programming decisions. The local
 
currency generated from the sale of fertilizers will be used to
 

strengthen village level producer groups in the Fleuve and Casamance 
regions through literacy, numeracy and management training and, 
pending the results of the credit/savings study, provision of 
production resources . 

2. Conformance to A.I.D. Country Strategy
 

The goal of the A.I.D. country strategy is to assist Senegal in
 
achieving food self-reliance by the year 2000. To accomplish this
 
goal, the USAID has determined that it must (1) support reforms at
 
the macro and sectoral level which encourage reduction of central GOS
 
control over the factors of rural production and (2) strengthen
 
village level producers to enable tliem to better manage their own
 
development. 

The Agriculture Development Assistance program responds tu these
 
objectives by promoting a series of key macro and sectoral reforms
 
and programming local currency on specific activities which will
 
strengthen small farmer access to, and management of, production
 
resources.
 



3. 	 Beneficiaries of the Project
 

At 	the macro level, Senegal will benefit 
from increased
production due to 
fertilizer use. Senegalese farmers will also
benefit directly from this program through receipt of fertilizer,
participation in training prosrams and 
access to production credit.
The 	USAID believes the agriculcure sector will benefit 
from the macro
and 	sectoral reforms associated with this program which are 
to be

undertaken by the GOS. 

B. Financial Summary
 

The total life-of-project 
funding of $5.0 million will be obligated

in FY 1983.
 

First Year ($ thousand) LOP 

Technical Assistance 750 
 750
Commodities 
 424 
 ,250 

Total 
 5,0 
 5,000 

C. 	 Host Country and Other Donor Activities
 

The GOS will h, responsible for management of this 
programincluding the iml-rtation of fertilizers, execution of reforms and
implementation 

activities.
management will 

oi the lrcal currency training 	 Thisinvolve the Ministries of Finance and 	 Commerce forthe 	 fertilizer imports and the Ministry of Rural Development for

local currency project implementatinn.
 

The 	 course of preparation and negotiation of this program has
provided an excIlent opportunity for coordination with the IMF,
World Bank, the 7rench and other donors 
 on structural problems andthe 	content of Lhle 1983/84 Standby Agreement. As a result, the majordonors to Senegal have idopted the principles of conditionality(policy reform in exchange for support) as basis currentthe for and

future programming.
 

D. 	 Socio-econoic technical and environmental description 

1. 	 The progrm is socio-economically sound. Economic rates ofreturn for fertilizer use vary between 2.0 and 6.0 	 , depending oncrop and region of the country. Literacy and numeracy training ofthe 	 type envisaged is nieeded by 	 fatirmers and consistently r-questedthem. All groups will have equal access 	
by

to credit and training
provided under this project. 
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2. Senegal is a functioning democracy and no issues of human rights
 
exist in this regard.
 

3. Technical analyses carried out with respect to fertilizer
 
application indicate that the capacity for utilization exists
 
in-country. Farmer training programs to be implemented have been
 
developed and successfully tested by local GOS institutions.
 

4. The lEE for this program recommends a negative/resolved
 
determination. No further analyses are necessary.
 

E. Conditions Precedent and Covenants
 

Policy reform is an integral part of this program and the
 
PAAD provides for the following CP's and covenants:
 

Conditions Precedent and Covenants
 

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 AID: 

a. A written statement that the Grantee has sent a formal letter
 
to the International Monetary Fund (IMF) setting forth its proposals
 
for an IMF Standby Agreement for Senegal's fiscal year 1983/84, and
 
written confirmation that this proposal is acceptable to the IMF.
 

2. Conditions Precedent to Disbursement of Local Currency Generated
 

a. No funds will be released from the Special Local Currency
 
Account to be established in the Central Bank until arrangements for
 
a joint GOS/USAID Counterpart Management Committee have been
 
finalized.
 

b. No funds will be released from the Special Local Currency
 
Account to be established in the Central Bank until the Government
 
certifies that village level cooperatives and producer groups are
 
authorized to have direct access to credit sources.
 

c. Disbursement of local currency funds from the Special Local 
Currency A'count for the National Agriculture Bank (CNCAS) shall be 
contingent )n a positive finding by the Rural Credit and Savings 
Study team ,-ing financed from dollar te-hnical assistance funds. 

3. Special Covenants Concerning Program Implementation and 
Achievement of Program Objectives 

a. Fertilizer Subsidies. 

1. Within 12 months of obligation of funds, the GOS will present 

~3.
 



a plan to USAID 
for the reduction of the fertilizer subsidy from the
 
current 60% level to 25% by June, 1987.
 

2. 
GOS average price for fertilizer will not drop below 50 CFA
 
per kilo through January 1984.
 

3. Fertilizer subsidy will 
not exceed 40% by January 1985.
 

b. Fertilizer Distribution
 

1. The GOS will permit SSEPC to import urea under this project
directly from the U.S. without the GOS serving as 
an intermediary.
 

2. Within 12 months of project obligation, the GOS will present a
plan for reorganizing the tertilizer marketing system including
analysis of the role of the private 
sector. This plan will recommend
methods of reorganization for maximizing efficiency, minimizing costs
and responding to 
local farmer needs.
 

c. Fertilizer Use
 

Grantee covenants to continue its effort 
to bring about closer
cooperation between the agricutural research stations and the
extension services so 
that results of applied research concerning the
most effective kind 
and method of application of fertilizers to
specific crops 
can be made available to the farmer and 
to those

responsible for supplying fertilizer to the farmer.
 

d. Reduction of the deficit 
of the CPSP (Price Stabilization
 
Board) by 10% by December 1984. 

e. 
 Reduction of outstanding seasonal agricultural credit through
a reimbursement of 10 billion CFA by December 1984.
 

f. Periodic Consultations Grantee and AID agree to meet
periodically, but 
no less than annually, to discuss the progress of
the 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.
 

F. The implementation plan for this program has been carefully

reviewed by the USAID Project Committee and AID/W Issues Meeting.
Both entities concluded that the plan is 
realistic and establishes a
reasonable time frame in which 
to carry out the project.
 

G. The importation of the fert'izer will be carried 
out by the GOS
Ministries 
of Finance and Commerce. Execution of the village level
training will be carried 
out by the Ministry of Rural Development.
The credit program will be managed by Lhe new private sector rural

bank, the Caisse Nationale de Credit Agricol-. 
 The two agriculture
sector studies will be carried out 
under contracts to be awarded in
accordance with standard Agency procedures.
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H. The requirements of Section 611(a) have been met by the
 
establishment of a feasible system for the fertilizer import program.
 
On the local currency side the joint USAID/GOS Management Committee
 
will apply criteria based on 611(a) requirements to local projects.
 

I. Officers responsible for the design of this project are:
 

Joel Schlesinger Henderson Patrick
 
Chief PDO AFR/PD/S WAP
 
USAID/Senegal
 

J. Funding of U.S. Flag Freight Differential
 

Per Section 640c of the Foreign Assistance Act, this program will
 
cover the cost differential of ocean shipping between U.S. and
 
non-U.S. flag carriers. This grant is in accordance with the Cargo
 
Preference Act.
 

III. Waivers
 

There are no waiver requests contained in this prcgram.
 

IV. Justification to the Congress
 

This project was listed in the FY 1982 CP under the title
 
Agriculture Sector Grant. A Congressional Notification (CN) was sent
 
to Congress on July 7, 1983. The CN expired on July 22, 1983.
 

V. Clearances obtained
 

On June 14, 1983, the Africa Bureau held an Executive Committee 
meeting (ECPR) to review the program. The ECPR concluded that, with 
revision of the CPs and Covenants to specify targets and benchmarks 
which would be measurable within an accepLable timeframe, and a 
preliminary assessment of the economic ond political value of 
promoting these reform measures, the program should proceed to 
authorization. The Mission has revised these terms and conditions and 
has negotiated their acceptability with the GOS.
 

In addition, the Mission submitted for inclusion into the PAAD
 
an analysis of the impact of the proposed reforms on the Senegalese
 
econom and the relationship of these reforms to the IMF Standby
 
Agreement. This analysis, reviewed by the Africa Bureau and PPC on
 
August 2, 1983, was deemed a satisfactory basis on which to proceed
 
to authorization. It was noted that further assistance to the
 
agricultural sector would be judged in accordance with the
 
performance of the Senegalese in meeting the conditions set forth in
 
this PAAD as well as other conditions which may be subsequently
 
identified and communicated to the GOS in a Project Implementation
 
Letter.
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VI. Recommendation: That you sign the attached Program Assistance
Approval Document (PAAD) Facesheet and thereby approve
life-of-project funding of $5.0 
million for the Senegal Agriculture

Development Assistance Program 685-0249.
 

Clearances:
 

AFR/PD/SWAP:JRMcCabe (draft) AFR/DP:SErves 
 (draft)
AFR/Sb.'A:NMariani 
 (draft) 
 AFR/SWA:FEGilbert
AFR/PD/SWAP:RMDepp draft(draft) GC/AFR:TBorkAFR/TR/SDP:GThompson (draft) 
- (draft) 

PPC/PDPR:JRyan
AFR/DP:HJohnson draft(draft) 
 SER/COM:PHa agan (draft)DAA/AFR : JJohnson: 
AFR/TR:ABurget t (draft)
 

Drafted by:USAID/Senegal J.Schlesinger:fn:8/02/83 
0419M
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I. LXECUTIVE SU IdRY AND RECOMMENDATION 

A. The Request
 

The Government of Senegal has requested program assistance in the amount
 

of $5.0 million tn linflertake reforms and activities in the fertilizer and 

cooperative sub-sectors aimed at increasing agricultural production. The 

assistance also provides for fertilizer imports to assist Senegal in main­

taining production and meeting its immediate balance of payments (BOP) 
requirements. Of the .0 million, approximately $3.05 million is for 
fertilizer imports, $1.2 million is for a Section 640C grant to cover the 
shipping differential costs due to ship,nent on U.S. Flag vessels, and $0.75 
million is to fund two dollar-financed technical assistance studies needed 

for development, planning, and decision-making. One study is an in-depth 
Agriculture Sector assessment, and the other a detailed Rural Credit and 
Savings Study. 

B. Background
 

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

high dependency ratio (slightly below 1:1) reflecting a very young popula­
tion. With a population growth rate at 2.8%, and a per capita income in 1980
 
of $450, it falls within the UN category of low income countries. Geographi­
cally and. strategically, it is the closest of the African states to the 

Americas with the best harbor, airport, comunications and road network in 

West Africa. Its mature, centrist approach to international affairs has 
earned it tN-e 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. Policy Reform: Conditionality and Its Impact on the Fertilizer Sub-Sector
 

Although the agricultural sector accounts for only about 20% of Senegal's
 
GDP, it is the single most important economic activity for a variety of rea­
sons. Seventy percent of the population lives in the rural areas and, thus, 
derives directly or indirectly their livelihood from agriculture. The process­
ing of peanuts and cotton is a central focus of domestic industry. In 

addition, the export of peanut products normally provides for 30% of Senegal's 
annual foreign exchange earnings while the import of essential food items 

(cereals and rice) costs about $180 million per year (or about one quarter of
 

total imports).
 

USAID's strategy objectives concern primarily the agriculture sector. The
 
Mission is supporting the GOS' stated goal of achieving food self-reliance 
through both increased domestic food crop production and trade. However, 

despite the GOS' apparent commitment to food self-reliance, there are a number 
of critical policy and institutional constraints which have not yet been 
effectively addressed. These include: (1) the level of subsidies on agricul­
tural inputs which appear to encourage the production of peanuts at the 
expense of domestic food crops; (2) the relative producer prices for food
 
and export crops; (3) the relative pricing of domestically produced food crops
 

compared to imported food items; (4) the low efficiency and high cost of
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regional development agencies which are not capable of ensuring the timely
arrival of inputs to farmers or to function without increasingly large sub­sidies from the GOS; and (5) the inability of the present farmer cooperativesystem to mobilize the active participation of individual farmers and village
level producer groUps. 

The fertilizer sub-sector provides relativelya ;elf-containi:d frameworkwithin which USAID can begin to urge the GOS to examine and act on s3ome ofthe constraints mentioned above. Furthermore, since this program will rpro­vide close to 1000 of Senegal's fertilizer requirements for 1984-85 it willgive USAiD considerable leverage in negotiations with the GOS on policy andinstitutional seforms. The pricing of fertilizer (which is now subsidizedat a 6010 rate) has important implications for: (1) farmers' choices withrespect to the use of fertilizer in various quantiti.es and on various crops(peanut, millet, cotton and rice); (2) agriculti al productivity ;ince thereturns to fertilizer use differ according to region and crop; (3) the supplyof fertilizer to farmers as the tight public finance situation has beendirectly responsible for late payments to the domestic fertilizer traducer
and, thus, (elayed or limited fertilizer deliveries 
 to the farmers. Througha progressive phasing-out of the fertilizer subsidy, *'SAIDis ,x"ecting toachieve: (i) more efficient fertilizer use on ci'ops where returns are higbe stand regions where rainfall reduces the risks associated with fertilizer use;(2) reduced dependency on the government sector as its financial participu­tion is cut; and (3) the removal of the supply side constraint to improved

fertilizer use.
 

D. Other Donor ,uNport 

In addition to its o,.rrs)f-help efforts, Senegal has sought and receivedencouraging support from multilateral and bilateral donors (including theI!TF, World Bank, ELC, MI, France, Arab countries, United States, and Cermany).Donors have been forthcoming in part because the assistance has been providedwithin the framework of Senegal's Economic and Financial Reform Plan ("Plan deRedressmunt" ) which was introduced by the GOS in December 15)79. (Donor coor­dinatioll meetimgs , sponsored 
 by the ,cflegalese Governmernt rand the' World Bank,have provided a forum for coordinatinig and facil1. ating donor assistance.The USAID has been a full memrber in these policy consultations by the GOS aridhas played a supportive role in helping guide the Governmrent's cconomic nolicy
formulation and execution. 

Donors wil.l be focusing on Senegal's self-hel p efforts in the coming Tnoths,and the degree of support by the major donors will be linked to the Government's pe f ormanc e. 

E. Program Ass;istance Description 

The- U,JAID has been asked to expand its help from project assistance andPL 480 food products to include prograrri assistance. The GO has requestedfertilizer imports of 12,000 mt of urea for direct distribution and 5,000of' sulfur for the fert.1lzer mixing plant 
mt 

which will permit it to produce 20­25,000 mt of' cor:Oiuid frrt 1li.zer depeniding ,upan the nut ri nt ont ,it. Pro­gram assi statmce is a form of' halip which can be- u;ad to ir,eet llrga-nt balance ofpaymnents needs, by providirig essetial imports- (ri thi s case farti.ze r ) andprovide local currency (courteurpLrt funds) reqmi ired to carry out as;emit ial 
programs in the agriculture/rural sctor--activities wnich ar bar; !Lc tocarrying out Senegal's Economic and Financial Plan and achiev.inf, its long­

http:farti.ze
http:quantiti.es
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term development goals. The GOS has asi-td that the local currency
 
funds generated under this PAAD be allocated mainly to strengthen­
ing village level cooperatives, and to supporting the National
 
Agriculture Credit Bank (CNCAS). In consultation with AID/W,
 
USAID has retained both suggestions, but has made the second con­
ditional on the positive findings of a Rural Credit and Savings
 
dollar-funded technical assistance study financed by this PAAD.
 

F. Program Assistance Benefits
 

Senegal will benefit from the assistance provided under this
 
PAAD in the following ways:
 

1. Gradual adoption of policies in the fertilizer and coopera­
tive -ub-sectors should result in increased production;
 

2. Fertilizer imports are essent'al to maintain agricultural
 
production and probable savings of foreign exchange for food
 
imports;
 

3. Local currency uses will be directed to priority develop­
ment needs;
 

4. Technical assistance studies will provide basic
 
information needed concerning the agriculture and rural credit and
 
savings sector. This information is needed to prepare future
 
programs, improve decision-making on current problems, and provide
 
a basis for other donor support; and
 

5. Balance of payments support.
 

USAID will benefit from the program assistance provided under
 
this PAAD in the following ways: Policy dialogue at the
 
fertilizer, cooperative and macroeconomic levels will be facili­
tated, and the USAID will be able to better sup)ort efforts by the 
donor community for a more vigorous self-help program on the part 
of the GOS. Most important is the policy input at the sectoral 
level which will affect the cost and distribution of fertilizer as 
well as the access of village level producers to credit. 

G. Recommendation 

USAID/Senegal recommends approval by the Assistant
 
Administratorfor Africa of this grant of $5.0 million in program
 
assistance composed of approximately $3.05 million in dollars 
which will generate local currencies by the import of fertilizer 
inputs, $1.2 million for a Section 640C grant to cover costs of 
the shipping differential from using U.S. Flag vessels , and $0.75 
million for two basic technical assistance studies in the field of 
rural development. 



II. AID/W INSTRUCTIONS AND QUESTIONS 

Instructions for preparation of the PAAD were receiced by the USAID in STATE257886 (Sections 6 to 8) dated March 3, 1983, and STATE 040289 datedFebruary 11, 1983. 
 The latter telegram posed a numer of questions concern­ing fertilizer imports. Both telegrams are reproduced in Annexes P and Q for 
ready reference. 

The USAID in DAKAR 5345 dated Maich 8, 1983, selected Option Number 2 (also
AID/W's preference) which proposed submission to AID/W of' two PAADs of $5.0
million each. 
One is to use ESF-financing for general commodity imports, andthe other (this PA4D) is to use Sahel Develorjment Funds to finance a Fertili­zer Commodity Import Program (CIP). Local currency (or counterpart) generated
in both cases would be placed in a special cotuterpart account at the CentralBank and would be used to support Senegal's long-term development program forspeci'ic atipvties by joint G0S/USAiD locaapproved thcCommittee set up for currency M'tnagrement 
tions 

this purpose. There follows a list of points and ques­raised in the two telegrams from Washington with appropriate comment. 

A. AID/W: The $10.0 million in SDF and ESF funds ($5.0 million each) would beto provide iimediate balance of payments 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.
 

Esonse: Senegal's balance of payments deficit is critical, and the GOS,
IMFn, 
 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 non-project
assistance as 
it is sometimes called). 
 This assistance will also support key
reforms considered as part of the Government's Economic and Financial ReformPlan ("Plan de Redressment") and its agreements with IMF and the WorldBank. Fertilizer imports and local 
the 

currency generated under this PAAD will
be used to support Senegal's 
 long-term development goals and encourage policyreforms at the fertilizer sub-sector level. In particular, SDF funds will beused in developmental policy leverage, specifically in the fertilizer sub­
sector.
 

B. AID/: A macroeconomic analysis is required for both programs justifyingthe need for $10.0 million in foreign exchange assistance and placing the
reforms in the context of the IMF/World Bank/GOS program and summarize the

objectives of the plan. 

Respone: The macroeconomic justification shows that thz estimated un­financed current account deficit in 1983 will be $119.9 million after deduc­tions fron all sources. Thereforc, the total of U.S. program assistance of$1.,25 million, including PL )180 Titl.e IIJ, will constitute l.4 of the asyet urifiuirtnc,! portion ,rind it; very much needed. This amolunt should assist,L , l . in r ,Lt, si Ir i ,; p );i fi\tv , i.rl 'f,I le o)fl It . Q(1,:; } I' : i n rtrld ( r t i:, i L, i, 
in ctr riy nig out 

tiu:t;; to the( TNF 
and ti World !1vtiJl. ( rioA x K 

C. A): Foreifgn eehliaen,, would be provided through the mechanism of a fer­tilizer cormmodity import program (CIP). 
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Res ons e USAID agrees that the fertilizer CIP is most appropriate since 
:.it responds to a priority demand on the part of the OS for fertilizer, 

balance of paymentsassists agriculture production, will provide promptc) .needed for Senegai"' ."" r~u -,-rn, will _gnerate. local :curren~cy ' 

: 	 development program. It will also facilitate the USAID's policy dialogue witih
 

the Government on the reforms needed inlthe fertilizer sector (e.g., in
 

pricing, credit and marketing).
 

D. AID/W: The short term objective of the fertilizer CIP is to support the 

IMF, World Bank, and the GOS Reform Plan ("Plan de Redressement") in a 

specific sub-set of reforms related to a more rational fertilizer marketing, 

distribution, and pricing policy. These fertilizer policy reforms are 
therefore specific outputs of the sector assistance program which contribute 

to the achievement of a longer-term development purpose, e.g., increasing 

agriculture productivity.
 

Response: This Is correct. The COS has as a medium-term objective to
 

move the fertilizer distribution and marketing to the private sector. It has
 

taken an important initial step in placing the distribution of fertilizer in
 

the hands of a private firm SSEPC (the Senegal Fertilizer and Chemical
 

Products Company). Regarding subsidies,, the price of fertilizer to the farmer 
was doubled in 1982 and credit to the farmers in the peanut basin was 
eliminated in 1981. The former action reduced the subsidy from 80% to 60%. 

While the GOS goal remains the lowering of the subsidy to 25% over the next 
few years, it is not likely to lower the subsidy further this year given the 

difficulties of the farmers in adjusting to the dual action of doubling the 

price of their fertilizer at the same time as eliminating credit. While the 

USAID/GOS are planning a dollar-financed Rural Credit and Savings study under 

this PAAD to determinL rural credit needs (see Annex I for details), it does 

not appear thus far that indigenous credit resources are adequate and/or 

available at a reasenable interest rate. Demand for fertilizer has only held 

up outside of the peanut basin where the Rural Development Agencies (SODEFITEX 

and SAED) have maintained their system of credit. The USAID is using 
discussion on the fertilizer CIP program to encourage continued and renewed 

steps toward privatization of fertilizer-distribution and marketing. Portions 

of the funds generated may be used for a fertilizer marketing study.
 
Subject to the findings of the above mentioned dollar-financed Rural Credit
 

and Savings study; local currency has also been set aside in support of the
 

,iewly 	formed National Agriculture Credit Bank (CNCAS). (See Section V.C.I.)
 

E. AID/W: The fertilizer imports should be justified based on thorough
 

technical, economic, and financial analyses.
 

Response: Results of the study on this subject are contained in Annex E
 

* 	 and highlights are set out in Section HID below. The results of the analyses 

demonstrate that the technical package is sound. Both from the farmers' point 

of view and the benefits to the economy, it is worthwhile to apply fertilizer 

to all major crops grown, except groundnutq in some of the dryer areas of the 
peanut basin. While specific value cost ration vary by region and crop and 

according to assumptions used, generally the ratio is around 2.0 - 6.0. A 
ratio of 2.0 Is considered adequate to stimulate a demand from the farmer to 
use 	the fertilizer. Any ratio over 1 is considered beneficial to the economy.
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F. AID/W: The Sahel Development Program (SDF), using dollars already in the
c-1 ent OYB for 15.0 million will be used to 
fund the program. The long-term
development impact of the program and the linkages to the achievement of thereforms oust be demonstrated. Thus, it must he shown that long-teer,.

development goals can be achieved through: 
 1) the use of foreign exchangefor fertiii::er imports; 
 2) the policy reforms to be achieved; 3) thewillin nulss of the GOS to undertake development activities in support of the
progran; and, A) the development use of the local CULrencies.
 

R-spo;ise; The fertifler CIP proposed in this PAAD has already providedoppcrtuil! t e-s for staff and policy (Ministerial) level discussions on the,rivitztitf- of frtflizer dstribution and marketing, the role of the newI' t-Hir company, ICS (Industrial Chemicals-,ci of Senegal), andthe u.s;e of (>e Li.iny 
 mixing plants, (SIFS), reduction of subsidies, credit
noed, of "u farmer for fertilizer, a marketing study, etc. The grant

agruLenI Vih wiLl he signed with the COS rbligating the dollars under thisPAAD will iw 'uduc ,ovenan ts spelling out th2 Government's continued intention
to move 
the rtfiJ / e-r marketing systee toward private channels and to
co:tfne its effort; to reduce fertilizer 3ub; idLes (See Sect ion III and

Ane.: R). f1s use 
n, tih local currency f'o development purposes isc.;cen,rted fn 
two .,ruas requested by the GOS: a) support of cooperatives at
'ue v I ... ], nd b) sipport for the National Agriculture Credit Bank(CN... Bot of hre activities are hnsfr 
to the long-term development ofnri c..'(.priCo 
 tiI and productivity. The grant agreemnct will havc a.010ift : 'V, , -dent i. disbur;ement of local curren,:y t ht requires the COS to ,_,:''),, p , .<in for:.il it 'p so that vi llage le'el cooperative g,'-oups can
have :'r' t ( ,, n;Lo credit. 

C. \ii),': Ey 
n:l.r of Ir'cal cunrrencv 
use which support ref.orms in fertilizer
mar r iii', 2 t ribhi 1 d Sricing might include a crpdit study, rooperative
d>"in.rir a:" t,; and moving the distribution ol fcrtflieur into the
 
priv. N t Wr.- Lan..d rpgnerition might aln he shown 
to have a 'evelopment
lWnpL.ct " ,urin the Future prodc tivitv of the land.
 

y a: A'; m'n ( in Fi abhove , thes, act ivitti es have been discussedwith I In come LaI. Section IrI t ,l tyz, their relationship to
 octorn! ,r'0-orn and urct on V and Annex G provide descriptions of the
 
pe: fl irtivltf:-;.
 

I. AIM-V; T! : t h demon;trated that the artviltles mentioned in Point C
abor o :rj Pm 
 uively financed with local currency. Activities need 
not be
desibr 
 in d,.'.lt!; however, the mechanism for the review of specificprnpo,;q; ;nd tiho aP l,,shmont of a segregated account nus t be decribed. 

Rn' (II I e A G local 
CGa;mii ILEO '~' appl 

. nt AA) but'[ currency (counterpart) Manaigonent
,abi rove' tihe d s;hbir.'e:nenits from the special local currencyaccun) 1 ;t;' ( n :y;p0 ivlt y;>iic proposaIs from ti c hlinical ml c t.i:r eoI:on lr',od . Th;u procE'' ed an! criteria for 1/c poj) oct app rovalls a re suitmm;trized

Ini SOcl.hI 
 V aid! d'o riihod In doetail In Annex ". This proe o uro will "assurethat prnUct; approve by the joint Cornmittee will meot basic AI) criteria for
project 
 1n. tliougheL I Even the counterpa rt fund.; elong theto G;overnment
a,-d Ai) environmental standards are not oblg.itory, copies of the Ail) 

http:lWnpL.ct
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Environmental Handbook will be made available to the members of the joint 
Committee and the Committee Secretariat. No additional foreign exchange needs 
are expected. To the extent there are foreign exchange requirements (a..g., in 
the Agriculture Bank (CNCAS), other donors such as the French Caisse Centrale 
and the World Bank ire prepared to meet the requi[eOments). 

I. AD/W; Supplemental Questions on Fertilizer Imports n,,t alre. dy coeru,! 
above. iitese points are designed to help identify more K[early the degree to 
w flici; the icrtiliz,_'r I aports help achieve the fertilizer poi1cy ohjc e'ives; 

1. TrAt sferrlng fertilizer distribution to private fi ous. C>Rmen.; Th, 
COS has signed program contractsw ith the fertil izer mi:g plant (S ES) and 
the fertilizer distribution cmpany (;SEPC), both I rIvate, for purchste of the 
mixed fertiliz er a ,d distribution of urea ad mix,'d f-rt iiixcrs. Ther 
Governmen . would lie to move the pri'vatization further, hut fin crial 
questions concerning the prompt payment of the private sector for r.is subsidy 
still reed to be worked out. 

2. Aalyse, of the fertilizer market, the mixing plant, and Lhe 
characteristics of the private sector in the fertilizer manufactu ri ng and 
distribution system. Comment; This subject is reviewed in Nct. on II1) and 
Annex F. in brief, the new fertilizer plant (ICS) ,cming nn A:rp.m in 1984 
will take over Lhe present.mixing plaut (SIES). Some economies of scare and 
organization are expected involvin, a 15% or more cost reductlon. As 
mentioned abcove, the COS int nds to move market nyuto the private ;ector aid 

° drenrvnt a K! firm 
distribut.Wo . A m-rket in' study of frt iiia:r , qit r'hutK on i, fore;en as; one 
of the ases fo i ca1 currenr-'. (Se "ectI t V. .) 

has aL d La a I ;tp: b y engra!gi ng a pri'. te (SSEIC) For 

3. Citses; )f tie undo rut iMiznt ion of tie mi:.:ing Ilant ,hould be 
ident i fi ed. C: ,nt.; The doublng of the price of fertilier to the farmer, 
coupled with di,scoa,'iutatiot of credit to thy iarmer In the pear-ut basin, to 
wihich na he add,,d irreguliari y in Limtng Andi :aout o f suppIy, hive reduced 
effectv demand stbstantially. Note: Forecast:; of ,,.,nd by both the 
private com ,ny anda the ()S Indicat e that t he r.quetssnder this PAAID for 
12,000 lit of uri, and 5,=0 M ,f .sul ftur are witii the ,umar:d eat Mtiwes for 
the 1984.season. 

4. Is tite fLictory v ia le (olIy If protectel by Irmpnt l-en;! ng or 
tar! ffs? Cosmment ulomitxing plaint's; (S'E) price; were compared wtth 
international pr i e (Annx F,, Tlable 7) so a ; to duter alne i f ScenegaI would 
not be better off ImportLing comp ound fort IIz,,rs; rather than havti g them mixed 
in country. NELSE prices wicht inc-luide aI 1', c us t; tax are u tuol or lower 
than CIF Dakar pri'es plus 1'" c'ustom.s l;ix, for Ide.nt-Ical cor; onutnid , so It Is 
v i ab e. 

0. W! Ii the fort!lltpr comait ny be wi Ilitg to shit it; source of 
snpp ly? Comment: Yes, for tlho;e prodrcts where no long-t erm contracts 
exist. There are none for s;ul fr wl tt SI'S . Its ;u'ces',;or cnmpany, which 
will Iimport 200,O00 mt of sulfur a year begInnfig In 1984, will have long-term 
contracts, but wl11 have adequtite marglin for spot purchas;es. 

http:distribut.Wo
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6. What is the cost differential between U.S. sources of supply and
current sources? Comment; 
 U.S. sources are competitive for urea 
and sulfur
FOB. They are not competitive if U.S. Flag shipping is required. There is
sometimes asi gh t add i ti onal cost o -non7U. S.-Flagfrom, the -U S.2comp ared-to----
Snon-U.S.Flag shipments from Europe due to the added distance from the Gulf
 
Coast ports.
 

7. How will higher shipping costs affect the price of fertilizer and how
does this relate to current subsidy and the objective of reducing subsidythrough assistance? Comment; USAID has proposed in the PAAD that
shipping differential between the cost of U.S. Flag and 

the 
non-U.S. Flag be paidas 
r-grant under a Section 640C of the Foreign Assistance Act. In this way,


there will be no substantial difference in the landed cost 
of fertilizer in
 
Pakar for the GOS.
 

8. In the Environmental Review, thought should be 
given to the general

effects of ,fertilizer on degraded soil. Comment. 
 Soil acidification can
result 
from extended and excessive use of fertilizers in sandy loam soils.

However, liming and the incorporation of organic matter into the soil 
can
correct and/or prevent this condition. 
Senegal has abundant sources of lime.
 
Acidification preventive measures are well known and practiced by Senegalese
agronomists and extension agents. 
 Therefore, this aspect is 
not considered a
problem in connection with the fertilizer imports under this PAAD. 
There are
 
no statistics on 
the amount of lime used by farmers. However, given themillion plus hectares of cultivatible land, and the small amount of fertilizer
to be imported, plus the small amount of fertilizer applied per hectare, the
amount of soil degradation potentially caused by this shipment is 
so minimal
 as to be unmeasurable. Further, any possible microscopic damage is faroutweighed by the benefits to the people of increased food production. 

- -..... . .. .. .. ........ ..- .. 
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III. PROGRAM ASSISTANCE DESCRIPTION
 

This request for program assistance in the amount of $5.0 million dollars will
 
encourage the Government of Senegal to undertake reforms and activities in the
 

fertilizer and cooperative sub-sectors aimed at increasing agricultural produc­

tion. $3.05 million of the $5.0 million is for fertilizer imports, $1.2 million
 

is for a Section 640C grant to cover the shipping differential for using a U.S.
 

Flag vessel and $0.75 is to fund two dollar-financed technical assistance
 

studies needed for development, planning and decision-making. One study is
 

an in-depth Agriculture Sector assessment and the other a detailed Rural Credit
 

and Savings Study. 

A. Background 

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

high dependency ratio (slightly below 1:1) reflecting a very young population.
 

With a population growth rate at 2.8%, and a per capita income in 1980 of $450,
 

it falls within the UN category of low-income countries. Geographically and 

strategically, it As the closest of the African States to the Americas with 

the best harbor, airport, communications, and road network in West Africa. 

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. 

Agriculture, including fishing, is the prime sector of the economy. Thus, 

increasing food and cash crop production is a key to stabilization of the 

economy. As fertilizer use is essential to such increases, the USAID has 

placed priority on working in this sub-sector. 

fd.though the agricultural sector accounts for only about 20% of Senegal's 

GDP, it is the single most important economic activity for a variety of rea­

sons. Seventy percent of the population lives in rural areas and, thus, 

derives directly or indirectly their livelihood from agriculture. The process­

ing of peanuts and cotton is a central focus of domestic industry. In addi­

tion, the export cf peanut products normally provides about 30% of Senegal's
 

annual foreign exchange earnings while the import of essential food items
 

(e.g., cereals and rice) costs about $180 million per year (or about 1/4 0i 

total imports). 

While literacy of the adult populaton is around 101, Senegal has a broad 
ever-deepening nucleu: of well-trained civil servants and technicians which 
gives the country substantial capacity to utilize econcmic and technical 
assistance and to put into effect development programs. 

Senegal ha:; a modest, butlactive private sector of encouraging potential, 

and has been developin; its tourism and marketing of winter vegetables in 

Europe. It has made substantial efforts in recent years to develop its major 

mineral resource--plosphate. In 1984, a privatcly run, iorld-class fertilizer 
facility will come on stream using the locally-mined phosphate, and mixing it 

with imported sulfur to make Diammonium Phosphate (DAP, and Triple Super 

Phosphate (TSP). While the complex is rmainly for exp-ort, part of the produc­
tion will be sold on the domestic market. 
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As pointed out 
in the Country Development Strategy Statement(CDSS) paper for FY 1985, Senegal is in substantial balance of pay­ments difficulties. Senegal's current account deficit is
projected to be $354 million in 
1983. 
 To offset this deficit, the
GOS is hoping for 
some $234 million in IMF drawings, Arab and
French exceptional support and other net official capital inflows. 
USAID's propFsed package of $16.25 million in 1983 in programassitance (SDF.' $4.25 million; ESF, $5.0 million;
$7.C million) and Title III,
s equal to 14% of the unfinanced portion of theprojected 1983 
 balance of payments deficit of $119.9 
million, a
significant amount from the Government of Senegal's (GOS) point of


view.
 

In line with the new priority being accorded 
to the rural pro­ductive sector, the GOS has asked that the funds under this PAAD
be allocated to purchasing fertilizer, strengthening village level
cooperatives, and 
supporting the National Agriculture Credit Bank
(CNCAS). In consultation with AID/W, USAID has retained these
suggestions, but 
has made the last conditional on positive findings
of a Rural 
Credit and Saving Technical Assistance Study financed
by this PAAD. It is within the context of this program that theUSAID has been asked by

assistince and 

the GOS to expand its help from project
PL 480 Title III 
to include program assistance.
Program assistance is 

meeting urgent 

a form of aid which is most helpful inbalance of payments needs (for fertilizerpurchases) and in providing local currency (1/c) (counterpartfunds) required to outcarry essential programs in Lheagriculture/rural sector--activities which are ba,_implementation of Senegal's Reform P1.i and 
to 

achievement 
, itslong-term development goals.,)e -:.-
 F program assistance has
provided the USAID the opportunity to (ngage the GOS insubstantive policy dialogue with respect 
to the macro situation,
in general-, 
and the fertilizer and cooperative sub-sectors, in

particular.
 

B. Program Benefits Summary
 

1. 
Senegal benefits from the program assistance provided
under this PAAD in 
the following ways:
 

a. Gradual adoption of policies in the fertilizer and
coop)erative sub-sectors which should result in increases in
productivity.
 

b. Fertilizer imports of 12,000 mt
bution, and 5,000 
of urea for distri­mt of sulfur for the mixing plant will nllowproduction of 20,000 to 25,000 mt of compound fertilizers, thus,contributing directly to foodincreased production, and aresultant savings: of foreign exchange otherwise spent foodon 

imports.
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c. Local currency will be generated which will be
 
utilized for activities essential to achieving Senegal's goal of
 
self-reliance in food production, such as support of village level
 
producer groups (sub-coops), support for the National Agriculture
 
Credit Bank, and a fertilizer marketing study.
 

d. Technical assistance basic studies financed under this
 
PAAD will provide an in-depth assessment of the agriculture
 
sector, and a detailed analysis of the credit and savings
 
situation.
 

$0.75 million of the $5.0 million of SDF funds will be used for
 
two Technical Assistance studies and is not con6idered as
 
balance of payments support.
 

1 



e. Balance of payments support will be provided on a grant basis by
 
importing essential fertilizer and fertilizer raw material, thus, saving
 
scarce GOS foreign exchange.
 

2. USAID benefits from the program assistance provided under this PAAD in
 
the following ways:
 

a. Fertilizer sub-sector level influence can be significant as a result
 
of fertilizer imports. Provision of this essential input provides opportuni­
ties for a policy dialogue on Government policies enhanced by the GOS hope
 
that further AID-financed imports of fertilizer can be envisaged in the future
 
if all goes well. USAID will encourage the Government to continue its efforts
 
to move the distribution and marketing of fertilizer into the private sector
 
and reduce further fertilizer price subsidy. The specific targets and time­
frames can be found below in Section C.
 

b. Additional sub-sector influence is provided by concentrating the local
 
currency (1/c) generated under this program on a few high priority activities
 
of long-term development importance (for example, the major local currency
 
activity, prepared with the GOS, for strengthening village level producer groups
 
and the Government's strong request for financial support of the newly created
 
National Agriculture Credit Bank). Further, use of some of the local currency
 
for basic studies needed for future policy actions is another 1/c use which may
 
effect specific GOS actions (for example, a study of the complete transfer of
 
fertilizer marketing to the private sector down to the retail level).
 

c. The dollar-funded technical assistance study assessing the agriculture
 
sector will form a basis for a multi-year Agriculture Development Program grant.
 
It will also provide basic information to the GOS and other donors as to the
 
major constraints and relative priorities for alleviating these problems. The
 
rural credit and savings study will pin down rural credit needs and savings
 
potential, and confirm the wisdom of supporting the CNCAS.
 

d. Macroeconomic policy ±evol dialogue as it continues between the GOS
 
and USAID will become more meaningful with the provision of this $4.25 million
 
in balance of payments support, especially when taken in conjunction with the
 
other forms of program assistance (ESF PAAD, $5.0 million and Title III program,
 
$7.0 million) totalling $16.25 million or 14/% of the unfinanced portion of the
 
balance of payments gap. The USAID supports GOS efforts to carry out its Econo­
mic and Financial Reform Plan ("Plan de Redressment") as well as the need for 
the GOS to live up to its commitments to the IMF. 

C. Conditionality and Its Impact on Agriculture Sector and Fertilizer Sub-Sector
 

USAID's strategy objectives concern primarily the agricultural sector. The
 
Mission is supporting the GOS stated goal of achieving food self-reliance 
throiklh both increased domestic food crop production and trade even Ln drought 
years. However, despite the GOS' apparent coimmitment to food self-reliance, 
there are a number of critical policy and institutional constraints which have 
not yet been effectively addre:;sed. These include: (1) the level of subsidies 
on agricultural inputs which appear to encourage the production of peanuts at 
the expense of domestic food crops (e.g., rice, illet, maize); (2) the relative 
producer prices for food crops and export crops; (3) the relative pricing of 
domestically produced food crops compared to imported food items; (4) the 
low efficiency and high cost of regional development agencies which are not 
capable of ensuring the timely arrival of inputs to farmers or to function with­
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out increasingly large subsidies from the GOS; 
and (5) the inability of the
present farmer cooperatives system to mobilize the active participation of
individual f rmers and village level producer groups.
 

The fertilizer sub-sector provides a relatively self-contained framework
within which USAID can begin to urge the GOS to examine and act on some of
the constraints mentioned above. 
 Furthermore, since this fertilizer CIP will
provide close to 100% of Senegal's fertilizer requirements for 1984/85, it
will give USAID considerable leverage in negotiations with the GOS 
on policy
and institutional reforms.' The pricing of fertilizer (which is now subsidized
by 60%) has important implications for: (1) farmers' choices with respect to
the use of fertilizer in various quantities and on various crops (e.g., peanut,
millet, cotton, rice); 
(2) agricultural productivity since the returns to
fertilizer use differ according to region and crop; and (3) the supply of fer­tilizer to 
farmers as the tight public finance situation has been directly
responsible for late payments to the domestic fertilizer producer and, thus,
delayed or 
limited fertilizer deliveries to farmers. 
 Through a progressive
phasing-out of the fertilizer subsidy USAID is expecting to achieve: 
(1) more
efficient fertilizer use on food crops where returns are the highest and in
regions where dependable rainfall reduces the risks associated with fertilizer
use; (2) reduced dependency on the government sector as 
its financial partici­pation is cut; and (3) tie removal of the supply side constraint to improved
 
fertilizer use.
 

With respect to institutional weaknesses, USAID is requiring the GOS to
present, within twelve months of project obligation, a plan for reorganizing
the fertilizer marketing system including an 
analysis of the role of the pri­vate sector. 
At present, fertilizer marketing responsibilities are divided
 among a private sector company (SSEPC), a parastatal organization (SONAR)
and the various regional rural development agencies. Coordination is poor
and farmers have criticized: 
(1) the lack of timely deliveries; (2) limited
 access to sales depots; 
(3) the lack of credit for fertilizer purchases;
and (4) insufficient informhtion and guidance with respect to the appropriate
mix of different types of fertilizer. 
The study under this one-year CIP is
designed to provide the basis for future USAID involvement in institutional
development in this sub-sector including the critical question of the respec­tive roles of government and the private sector in providing low-cost, but
 
efficient services to farmers.
 

A non-project assistance mode has been chosen 
for the DA-funded Agriculture
Development Assistance Program, because it provides an effective mechanism for
addressing both institutional weaknesses through the careful targetting of
local currency use and policy reforms through the establishment of quantitative
benchmarks against which performance can objectively be monitored. 
Furthermore,
a relatively small amount of non-project aid ($5 million) allows USAID to exert
substantial leverage due to the value which the GOS attaches to this type of
assistance. 
 The economic crisis which Senegal has been confronting since 1978
has also severely limited the scope for introducing new investment activities
 
with a reasonable opportunity for 
success.
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1. The specific reforms to be implemented under this project are listed
 
below. Section IV of this paper discusses the technical and economic justi­
fication for involvement in the fertilizer sub-sector.
 

A. Macroeconomic Reforms
 

1. No disbursement of dollar funds until conclusion of a 1983-84
 
Standby Agreement between the IMF and the GOS. (CP)
 

2. Selection of specific targets from the IMF 1983-84 Standy Agree­
ment which are relevant to the.agricultural sector for performance monitor­
ing. (Covenant)
 

3. Reduction of the deficit of the CPSP (Price Stabilization Board)
 
by 10% by December 1984. (Covenant)
 

4. Reduction of outstanding seasonal, agricultural credit through a
 
reimbursement of 10 billion CFA by December 1984. (Covenant)
 

B. Sectoral Reforms
 

1. Within 12 months of obligation of funds, the GOS will present a
 
plan to the USAID for the reduction of the fertilizer subsidy from the cur­
rent 60% level to 25% by June 1987. (Covenant)
 

2. GOS average price for fertilizer does not drop below 50 CFA per
 
kilo through January 1984. (Covenant)
 

3. Reduction of fertilizer subsidy to at most 40% by January 1985.
 
(Covenant)
 

4. The GOS will permit SSEPC (private sector distributor) to import
 
urea under this program directly from the U.S. without the GOS serving as
 
an intermediary. (Covenant)
 

5. Within 12 months of program obligation, the GOS will present a
 
plan for reorganizing the fertilizer marketing system including analysis
 
of the role of the private sector. This plan will recommend methods of
 
reorganization for maximizing efficiency, minimizing costs and responding
 
to local farner needs. (Covenant)
 

6. Nc local currency will be disbursed until the GOS certifies that
 

village levej. producer groups have direct access to credit sources. (CP)
 

D. Technical and Economic Justification for Fertilizer
 

Annex E, which provides the detailed "Economic, Technical and Financial
 
Justification for Fertilizer Imports", reaches the following conclusions:
 

1. Conclusions 

a. Fertilizer application in Senegal is economically viable as indicated
 
by the favorable value cost ratios generally between 2.0 and 6.0, depending
 
upon the assumptions and the foreign exchange earnings and savings created by
 
fertilizer use.
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u. Fertilizer demand is clearly sufficient for the amounts proposed in
the PAAD of 12,000 mt of urea, and 5,000 mt of sulfur for the fertilizer

mixing plant (SIES) as 
estimated by the Ministry of Rural Development and
 
the private sector fertilizer suppliers.
 

c. Rural Development Agencies (RDAs), such as SODIFITEX (cotton) and
SAED (rice), are a stable source 
of fertilizer demand; while in the peanut
basin, the absence of credit and uncertain distributive mechanisms continue
 
to affect fertilizer demand.
 

d. Private sector distribution of the fertilizer by the private firm
(SSEPC) was arranged for by the Government last Fall for the 1983 crop year.
This action demonstrates a willingness to move towards privatization of fer­
tilizer distribution and marketing.
 

e. The cost for compounded granular fertilizers is expected to drop by
as much as 15Z/ once the new fertilizer facility, ICS, comes on line in 1984
due to economies of scale, a different way of apportioning overhead, etc.
ICS, which is owned by a consortium of governments and banks and is privately

run, will take over the SIES operations.
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2. Background
 

Senegal's fertilizer consumption has dropped drastically in recent
 

years due to fotir major reasons.
 

- The removal of credit after the dismantling of the parastatal 

ONCAD in late 1980. 

- An ii.cr~ase in prices to the farmer (1OO betwe,-n 1932 and 1983) 

requested by Wo-ld Bank as the first step in reduction of 
subsidy levels financed by the GOS.
 

- The absence of an organization capable of managing the various 
functions of a nationwide marketing system until the Fall of 
1982 when the Government arranged for a private company (SSEPC) 
to distribute the fertilizer. 

- The confusion in the minds of farmers as to the Government's 

future intentions regarding supply of inputs, fertilizer 

subsidies, and possible resumption of credit. 

Nevertheless, the,need for fertilizer is substantial. The amount of
 

nutrients extracted by crops is much higher than the amounts of nutrients
 
applied to the soil; with fertilizers. Thus, the present decrease in
 

fertilizer application is contributing :o a progressive decrease in soil
 

fertility.
 

3. Economic profitability
 

The economic profitability of fertilizer use has been clearly 

established; Based on IFDC curves of yield increase per nutrient I , the 
value cost ratios of fertilizer use for four major crops, in four different
 

regions, using six different price hypotheses have been determined. (For
 
details, see Annex E-Tables 8, 9, and 10). The general conclusions that can
 

be drawn from these analyses suggest that:
 

From the farmrs' point of view, fertilizer is profitable on
 

most crops except groundnuts in the drier northern part of the 
coulitry. Value cost ratio!; vary generally from 2.0 - 6.0 

depending on th, a;sumnptJ ons. 

-- Fr(:: , '".':. .C ,;21 :,u vit'--,.) n':, f-rti i. ',:r V'; l' ,'.a ~ o 

lilv 3tnlt J C), .lt- Lf We c)rI!;idi ," thf for'' gri ' alL:,! 

earned or saved. Annex P--Table 14 estimates a foreign exchange 
savings from the import of 5,000 mt of sulfur and L2,000 mt of 
urea at between 7.0 and 39.0 million. 

i, pI . i. , e: :rI 

4. Demand 

An estimate of fertilizer need nationwide, based on the most. 

pessimistic hypotheses, calls for an annual application of 115,000 tons of 

IFDC (International Fertilizer Development Center, Mun;el Shoals, Alabama) 

research carried out in 1978-79. 
I 
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compound fertilizer and 70,000 tons of urea, while this year's estimatedconsumption (1983-84 season) is approximately 30,000 tons of compoundfertilizers and 10 - 12,000 tons of urea. 

5. Eliminating the constraints 

The constraints on fertilizer consumption are not a result offertilizer econo:nic, at the micro and macro-level,
nature. AID, through Lh is 

but are institutional Infertilizer import program and related activities Inother count -V project; i able to address several of these. While majorns!t Ltlt Iena I rv fn LAMM be expectied w thin a one year program theco, initI , wf re'ilrnes Is expected to have signi ficant effect and fac litateincruai ! 1ev'; of firt lizer use and more effective application. Theimportant terti11 ; r con m;t i;on constral nts, to be addressed are: 

Coordination be tween research and farm extension services
fJ/T hasUA/, W,SI1 a.,s i,; ted in e tabi i;hing signed working 

a ;rce:,nts between thesu services and field technicianN are
Dnart iKipai I nt thein onduct of improved field trials on farmersfiel;ds. I nclusion of fert ilizer trials along the linesrve om;ended by 7DC, i.e., phosphate rock and nutrient sulfur, 
Is to b Inc I ded in the further development of tLhis program. 

I n2 t a lo, nutj)rjij jt uts
 
The coat inued 
 inc rea,-,s in farm conunodLtv prices (60 CFAF/kg for 

ic-, for millet5C'' I 
 and 5U ClAF/kg for corn, announced
on May I,!'A; for the !983/g84 cro) ;,, -n) raise the incentive
fur Incre ;,, production therefore ferti lizer ue. At market. 
pric; , whiUL are 20-40, above the o ficial Jric-e; the
input/output ra io is ven more favorable than that used In theanaly,;is of t is paper. The USAID will conti nue to support
incentive pric et; an a manas inl tiof stilmt g Increaqed producti on. 

Cred It
 
FerttIllzr nupply has been directly linked to agrniulture credituntl recent ly in the peanut bas in and cent Inues to be in theother regies of the country. Th, new credit organization ha;
not ben stablishod nor have onprat i ng p rocedure,; been dra ftedinlsfu. i talfficitent to predict the ured it ifmpact on future 
levels of fertilizer use. USAID In I nvolved In the
cilhidirat 1M oif the credit sy tem a and t icipat s,; GOS pi l t 
program ; in 10-3/84.. Sound aind ,',no inal lendin g practicesilport.nt to Increa;in f c rt liz, 

are 
r us, and priority In being

given Pprovi n r.to i" thi, dit ','ste: for these r' aons.}lhwve, , it c irrnt I,.vpl'; of the imlport p'o;gram 1h e i lt mitt d 
credit suipplv I; n t consildered a critical factor. 

Market ing q ,nt
By t r nI rrin. th respon;I hi lity for fell i z er distribution 
to t he p r I a I v ,a t or , tl( (,hO); has taken a mnjor ;tep forward Inputtln , tIlfl; i I ustry uni 'r go d mati a gent . Tihi O S policy Is 
to convert a I I fort I' Ifer dli; tri btt Ion and market Ing to theprivate s;ec to r but nothias; v labora elt thI a pol iy In I ,rms; ofeither rutorgan izat. i onal mt t iire or tima, frame for Pli ricte and 
cotton prodti'tlion area;. USAIII Involveme.nt with several 

http:Involveme.nt
http:ilport.nt
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regional 	development agencies (RDA. rovides a working
 
relationship for assisting in the transfer of fertilizer
 
marketing from the RDA to the private sector. The fertilizer
 
marketing study proposed in this paper will provide a reference
 

and mast:r plai fur tLhis transfer of responsibility. The 
objective of this tr,in fer wil1 he a mncre re;ponsive and 
ecouomi,-ai arrangemcnt for furtili. er supply to Sengal's 
farmers. In thiq ca;e, the interim Utago of reorganization is 
1o t.seen as a cri tical cuctraint wi.i,. LheI urt and use 
targ;t of this project. 

6. Pulltcy dial,,uc and reform,, 

The fertilinur Import program discuss inq with the Ministries of 
Plin, Finan.ce, and Rur Q biyv opoent have already p rovidec.d opportunities for 
sta ft and policy (Mininteri-, ) level dis:cussions on the privatization of 
fertilizer distribul in .,id marketi og, reduction of subsidies, credit needs of 
the farmer for iertKI zer, ,tc. A private Rector fertilizer marketing study 
financed 	iranm local ca'r ncy I 's is planned. The grant agreement will'enur:n' 
inciude vcv.nannt spopell ng out the Government's continued intention to move 
the f,-rtil Izer m !rket ng sv;t m into private chann,-is and that it will 
cou timi ts ,. forts t, rd'., fertilizer suhsidies. 

E. 	 Local Currenc' Usi s and Rulation to GOS Developinent and Sectoral 
Re form.s 

I. local rrrencV gener: ton 

An ,u t :,,a'tod 1.17 bi lion CFA,' will be generated under this SDF 

program grant a,; [Id inaLtd b,elo'w. 

Local Currency
 
(Counterpart)
 

D.ol lrs 	 (CFAF) 

0.305 mW! lon For 12,000 mt Prea 1.07 billion
 
and 5,000 mt Sulfur
 

0.75 million Two Technical Assistance
 

St,. :es In Arric. Scctor -0­

1.20 million -vction ,,'(1 (;,Gint for 
add It fonWi oc t.51p 

.... frt z r U.S. F a -0­

5.0 ml].ion TotaI l (,en,.rat Ion CFAF 1.07 billion 
(t1.() c~ltrl!; ") W! CIAF) 

The 1.07 billitot (FAF wil he d,'pnq;Lpt.,ed by th, Government in a Sprcial 
Local Currency Ac utit it tho ( nt & Qrl':n.k Twnt '--five of this local.	 percent 
currency or :'7 million '.vii w! 11 b dip,wtI ed by th,, (;overntn nltat the time 
the lender Is tward,,d for th, pucllt'ha v;' of t ho fert ilizer In Oct ,obr November 

19H3. The rma lnlng 7-igo)r MO O milli on K.AF wi Ilhp requi red no later than 
;six mon? t:; .after iih e ,rt Ilizr Is qhIt ped (I.e., SIeptember 1984).' 	 dp-n ! it 

http:Finan.ce
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(These are roughly tihe 
same terms given the private sector in 
tihe C1iP program

under the ESF Program Assistance Grant (685-0262). As described in paragraph
3 below, funds may only be released froimthe Special Local Currency Account at

the Central Bank by the joint GOS/USAID Local Currency (1/c) Management

Committee. 


-

2. Local currency use budget
 

It is planned to use 
the local currency for activities or studies
directly related to Senegal's long-term efforts in rural development. While
exact amounts will vary as the final activity proposals are prepared by the ..technical ministry concerned, the following illustrative budget sets out
planned local currency disbursements from the Special 1/c Account 
the
 

at the-
Central Bank.
 

Illustrative Local Currency Use Budget
 

a. 	Strengthening Village Level
 
Producer Groups (sub-coops) 
 $1.00 million (350 million CFAF)
 

b. 	Financial Support of the
 
Agriculture Credit,Bank (CNCAS) 11.80 million (630 million CFAF)
 

c. 	 Contingencies and Other Uses
 
(Fertilizer Marketing Study, etc.) 
 1O.20 million (70 million OFAF)
 

d. 	Joint Local Currency Management
 
CommiLttee Support 
 tO.05 million (17.5 million CFAF)
 

e. 	Land Regeneration (Back-up
 
project -$1.8 million In
 
CFAF - should item b. above
 
not be approved.)
 

Total in dollars and CFAF 
= 13.O5 million (1,068 million CFAF)
 

3. The approval procedure
 

All 	requpsts for 
financing specific local currency activities,

projects, or programs prior to 
being sent 
to the Joint COSSAI e
Local
Currency Management Committee 
for 	approval will have obtained the approbation

of the GOS technical ministry. 
Once this step is completed the Joint 1/c
Management Committee will review and approve the proposal in 
line with the
 
criteria set out in Annex F'. 
 A major task of the 1/c Management Committee
will be program management in addition to technical review. 
 It will have a
responsibility to examine such things
. as the adequacy of the budget for thelevel of effort proposed, whether provision for quarterly financial, and
 progress reports are clear, and whether evaluation and audit has 
been properly
provided for. 
 Copies of the approval criteria will be made available to the
 
technical ministries preparing activity proposals 
 so that these requirements
 
will have been met prior to submission of 
 the 	proposal for approval. 

I Utie folcfor Crit andavings Bank contingent oil positive finding
from the Credit and SavingH Study team. 

http:CNCAS)11.80


The GOS has suggested using the existing joint GOS/USAID Local 
Currency Management Committee already established to review and approve Title 
III i/c activities. This committee is chaired by the Ministry of Plan and has 
th. -. other members--Finance, Commerce, and USAID. The Committee, which has 
be(, in operation for over a year now in its present form, is doing a good 
job. Some enlarging of its mandate may be nenessary, as; well an some 
additional support to the Committee's Secretariat to allow it to handle the 
additional work load. Amounts released for specific activities by the Joint 
Local Currency Commite will be re leased to a special account to be used 
exclusi-ely for financing the approved activity. 50,C009 in CFAF has been set 
aside to cover additional local currency costs. 

4. Use of the local cur reicy 

Oi,- of the two major local currency uses under this PAAD is to 
support an activity desigaed to strengthen local village level producer groups 
(sub-coops). (Section V.C.(2) below summarizes the program and AnNex G.(2) 
contains a more detailed description.) This activity should be considered 
within the franework of the Grvernment's plan to decentralize the control of 
the agriculture sector and to place more responsibility at the vilLage level. 
It provides finds for a major training effort of extens ion aqentt; , village 
leaders, and trainers in literacy, nuneracy, and cooperative leaderslhip skill;. 

It is expected that placing responsibility for the select ion of 
inputs and equipment needs an,d repayment of agriculturc credit at the grass 
roots-level plus 'making the borrowers individually and collpcutively 
responsible will help assure repayment. A rood itgin precedent in the grant 
agreement to dsbursenent of local currency foods for this activitv will be 
completion by the Senegalese Government of t,: decree athr[a ti g villive 
level organization; L hiave direct acces, to rnral credit. 

"hp ;econd manjor activity to be financed from local currency funds 
resp onds to the GQ- rer ,e. ; for support of the newly created National 
AgricuLture Credit Bank QCNCA:,). This activity is summarized In section 
V.C.(I) below and de:; ribed in det il in Anne:: G.(1). It is part of the 
Government's plan to provide credit and mobili ::savings in thme rural economy 
via a bank free fron direc't Government control. 'ime Bank will lend money to a 
broad spectrum of rura! u;ers at coaaercial or near comnerciaI rates of 
Interest. It has' been desigoed ov.r the p:Lt two years by the GOS in 
collaboratIon with the Csisse KAntrale, the French :ationil AgriKsmitmr,, Credit 
Bank as wel l. as the World Bank. Owners;hi [p will be a mix of1 government 
participation (157: direcL and 157 via It; Nationai Development Bank (ENDS) and 
other dionor and private sector participation for the remaining 70Z ofI 
capital). Grant; and soft loans In the forms of l.inucs of credit are being 
sought from donors. The program i' expect.d tL take up to 7 vears to cover 
the country and a dellberate, cSre flit start-up lIi only three regions; Is 
envisag ed. Care!&u at ten !ot to trafntn w-espo i ll for staff in the regional 
offices to assure Intelligent c,'nta t with the papulnti-os at the grass 
roots-level is planned. Re lease of fuds Ior th is activity will1 e 
conditional on a posItive finding from the d"llar-.financed technical study on 
Rural Credit and Savings. (See V. below) 

The local ctirrency contIngemcy lino Item will be used mainly for 
studies needed to carry out the Government's Economic and Financial Reform 
Plan. 
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F. TechnicalAssistance: Agriculture Sector Assessment and Rural Credit
 
and Savings Study
 

*~~~~Ufdl hiproject a curreut assessment of the food and agriculturesector in Senegal will be carried out. The last few years have seen major
changes in the terms of trade for Senegal's principal cash ­crop groundnuts.The world wlde economic crisis has :led to major cha ges in Senegal's abilityto furnish agriculture inputs, provide credit, and subsidize fertilizer.
Senegal has attempted to face up 
to this changed situation with announcement

of its Economic andFinancial Plan , as well as 
reduction in subsidies,

reorganization of credit facilities, and Rural Development,Agencies.
 

While the Government has undertaken a number, of specific studies,
with the help of other donors, such as the French Caisse Centrale, there hasbeen no overall assessment in recent years. Therefore this study will draw
 
upon the existing documentation 
 and other services from which it will preparea summary statement of the GOS Development strategy for the rural sector. Itwill also prepare a constraint analysis ranking the major constraints, and aresource analysis setting out 
the resources available or likely to become

available from all sources-GOS, other donors, USAID. 
The redort will conclude
 
with a rank ordering of priorities for USAID assistance.
 

The study will be available to the USAID as a foundation piece in the
preparation of a multi-year agriculture sector assistance program. 
The

information will also be of considerable value to other donors as they prepareprojects in the field of agriculture. (Annex H contains a detailed 
description of the study.) 

Some 
450,000 has been set aside in this PAAD to provide 27 man

months for data collection and analysis by an economist and staff. 

2. The Rural Credit and Savings study will have as 
its objective to

provide a comprehensive presentation of rural financial resources,
particularly the requirements and returns from credit and the quatitity andterms of rural savings mobilization. Within the framework of the results ofthis study, recommendations will be made concerning the need for additional
credit in the rural sector, and concerning the usefulness of providing localcurrency support to 
the newly created National Agriculture Credit Bank,(CNCAS)

as an appropriate' instrument to help provide such credit. Some 300,000 hasbeen orm,.trk.od under thi, PAAU to provide for io:no 16 man montiv for dtaicoLLec Lon and ana ty9L by ati economist and Lit ff (Annei: I contn ttis a 
detailed description of this study.) 

http:orm,.trk.od
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G. Balance of Payments Support and Related Reforms
 

1. Conclusions
 

Ane-K-- Mcocooi--utfcto analyzes--the--current-economic -­
crisis, corrective measures which have been introduced, donor support for 
these corrective measures, and, hc prospilcts for economic recovery. 

a. The economic crisis ,ontinues-o persist despite concerted efforts
 
on the part of the GOS to take corrective action. These difficulties arise
 

* 	 from certain structural factors such as: over-dependence on too few exports,
 
reliance on imports to satisfy currency consumption needs, declining world
 
prices for peanut oil as acceptable and less expensive substitutes emerge
 
(e.g., sunflower, soybean, and rapeseed oil), the low return on investment,
 
and high labor costs in the modern sector.
 

b. The GOS, since the introduction of its Economic and Financial Reform
 
Plan in December 1979 (see Annex C), has made impressive strides in implement­
ing corrective action particularly with respect to: containment in the rate of
 
growth of current expenditures in the Government budget, the introduction of a
 
more restrictive credit policy, the adoption of a new foreign trade policy,
 
the progressive decontrol of prices and the increase of prices paid to domes­
tic producers of agriculture products.
 

c. 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. However, it is clear that: (1) economic
 
stabilization is likely to take considerably more time than originally anti­
cipated; (2) stabilization remains the most urgent task facing Senegal today;
 
and (3) given the necessary pace of adjustment, substantial external assis­
tance is both warranted and required over the next three to four years.
 

d. The GOS, in recognition of the importance of pursuing economic adjust­
ment, is in the process of negotiating a new 1983/84 Standby arrangement with
 
the IMF. It is expected that agreement will be reached in July or August with
 
presentation to the IMF Executive Board in September.
 

Recent 	evidence clearly demonstrates that the GOS must accelerate its efforts
 
to implement economic reforms at the macro level in order to reverse a deter­
iorating trend in both the balance of payments and public finance situation
 
and at 	the agricultural level in order to reduce subsidies, increase produc­
tion and stabilize the economy. If important measures to check imports and
 
government expenditures and increase production 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 conditional on GOS agreement with the IMF on a 1984/84 Standby
 
arrangement. In the view of the USAID, the IMF is currently adopting a poli­
tically realistic, but firm approach in its negotiations with the GOS.
 

H. Development Impact_. Policy Change and Related Reforms
 

Specific benefits to the Government and the macro, sectoral and sub-sectoral
 
effects are discussed in Section B above entitled, "Program Benefits Summary",
 
and spelled out in more detail in Sections C toE above describing the specific
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elements of the $5.0 milion grant: impact of conditionality and fertilizer

imports, local currency uie, and technical assistance studies in the
 
agricul~ture sector.
 

The purpose of this section is 
to underline that program assistance is
particularly effective, and can affect policyeven though the amount pro­vided may be relatively small in 
terms of the total foreign exchange

requirements of Senegal or compared to other donor contributions. This is
 so because the amount proposed may be very large in terms of the specific

activity being supported. For example, the $4.25 million to cover the cost
of purchasing 12,000 mt of urea for distribution and 5,000 mt of sulfur for

the mixing plant represents 100% of the import requirement for the domestic

fertilizer market for 1983/84. 
 Assistance to village level sections and
producer groups represents to the Minister of Rural Development well over

75% of the funds available to him for the strengthening of cooperatives at
the village level. The dollar-financed technical assistance studies will
provide the basic information and data necessary for the USAID to develop

a multi-year sector grant, and help provide the GOS and other donors the
information needed to establish priorities and make correct decisions in
 
the agriculture sector.
 

The staff level negotiations and Ministerial briefings associated with
this PAAD have provided significant opportunities for a policy dialogue

on such subjects as moving fertilizer importing and marketing into the
private sector, lowering of fertilizer subsidies, and providing credit to
the peanut basin in an effective way. So the broad-based nature of the •
 resource transfer under this program assistance grant is providing oppor­
tunities that might not have presented themselves (or would have been more

severely limited) if the aid had only been in the form of project assis­
tance.
 

By assembling all of the program or non-project assistance (ESF, $5.0

million; SDF (this PAAD) .U.25million and Title I1, 
 $7.0 million) in the

1983 program, the USAID I a package of some $16.25 million in program
.s 

assistance. 
 This represents 14% of the unfinanced balance of payment gap.

This direct participation in meeting the foreign exchange needs has pro­
vided credentials for in-depth talks with the GOS, IMF, and World Bank on

Senegal's structural problems. 
 IMF economists have welcomed USAID's
 
interest. 
The U.S. Executive Director to the Fund was recently briefed by
the USAID macroeconomist on the situation in Senegal. 
It is this coopera­
tion and solidarity with the other donors which in helping persuade the GOS
to take the difficult "belt-tightening" measures described in Annex K.

below that are absolutely vital for the Senegal government. An example of
this cooperation is the condition precedent in the grant agreement that
 
makes disbursement of any dollar assistance under this PAAD subject to the
 
GOS working out with the IMF a Standby Agreement for 1983/84.
 

Lastly, and perhaps most importantly, it 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 Govern­
ment'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 under in this PAAD.
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Therefore, the approval of'this PAAD for $5.0 million, as well as the
 

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

successful continuation of this policy.
 

I. Conditions 	Precedent and Covenants
 

Apart from the usual statutory and administrative requirements, there
 

follows a list of CPs and Covenants prepared especially for the draft
 

agreement (See Annex B for the full text) proposed under this 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 AID":
 

((a)(b) and (c) are standard)
 

"(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 Fiscal Year 1983/84, and written con­
firmation that this proposal is acceptable to the IMF."l
 

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

(a) No funds will be released from the Special Local Currency Account
 

to be established in the Central Bank until arrangements for a joint GOS/
 

USAID Counterpart Management Committee have been finalized. (See Section
 
5.1(a)).
 

(b) No funds will be released from the Special Local Currency Account
 
to be established in the Central Bank until the Government certifies that
 

village level cooperatives and producer groups are authorized to have direct
 

access to credit sources.
 

(c) Disbursement of local currency funds from the Special Local Cur­

rency Account for the Ntional Agriculture Bank (CNCAS) shall be contingent
 

on a positive finding by the Rural Credit and Savings Study team being
 

financed from dollar technical assistance funds provided in Section l'of
 

this agreemcent".
 

"Section 6: Special Covenants Concerning Program Implementation and
 

Achievement of Program Objectives
 

Section 6.1. Fertilizer Subsidies.
 

6.1a Within 12 months of obligation of funds, the GOS will present
 
a plan to the USAID for the reduc' ion of the fertilizer subsidy from the cur­

rent 60% level to 25% by June 1987.
 

6.1b 003 average price for fertilizer does not drop below 50 CFA
 
per kilo through January 1984.
 

1 Using tie provision In Section 2.1 "except as the parties may otherwise
 
agree in writing" use of the $0.7 million for Technical Assistance studies
 
will be eXempted from this OP.
 



-24-


S
 6.1c Reduction of fertilizer sxb'sidy to at most 40% by 
 . 

January 1985.
 

Section 6.2 Fertilizer Marketing.
 

""-6-......i.....
- - hsf. m gation, theGOS willre 
sent a plan for reorganizing the fertilizer marketing system including
analysis of the role of the private sector. This plan will recommend
methods of reorganization for maximizing efficiency, minimizing costs and

responding to local farmer needs.
 

6.2b The GOS will permit SSEPC (private sector distributor) to
import urea under this program directly from the U.S. without the GOS serv­
ing as an intermediary.
 

Section 6.3 Fertilizer Use. 
 Grantee covenants to continue its efforts
to bring about closer cooperation between the agriculture research stations
and the extension services so that results of applied research concerning
the most efficient kind and method of application of fertilizers to specific
crops can be made available to the farmer, and to those re3ponsible for sup­plying fertilizer to the farmer.
 

Section 6.4 Macro-Level Reforms.
 

6 4
. a Selection of specific targets from the IMF 1983-84 Standby
Agreement which are relevant to the agricultural sector for performance

monitoring
 

6.4b Reduction of the deficit of the CPSP (Price Stabilization
 
Board) by 10% by December 1984.
 

6 .4c Reduction of outstanding seasonal agricultural credit
through a reimbursement of l billion CFA by December 1984.
 

Section 6.5 
 Periodic Consultations. Grantee and AID agree to meet
periodically, but no less than annually, to discuss the progress of the
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.
 

J. Compliance and the USID Position
 

The Embassy/USAID position on this is clear. 
In the event that
the GOS does not live up to its agreements concerning either the dollar im­port side or local currenny use agreements, and if all dialogue and negotia­tions fail, the 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
fundamental issue was at stake in which the principle could not be compro­mised, or modified, the entire AID program would be put in abeyance pending
resolution. 
For example, one of the Conditions Precedent cited in Section I
above makes all dollar disbursements under the Grant Agreement (except for
the Technical 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
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the Government's goals, this eventuality need not arise. Should differences
 
appear, 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 Go-Ternment's side when there are disagreements.
 

K. Conclusion and Recommendation
 

Given the Government of Senegal's request for program assistance (see
 
Annex A for text) to help alleviate its serious balance of oayments problem,
 
8nd the need to use the local currency funds generated Y, this program for
 
priority development projects;
 

Given the present need for the results of two basic technical assistance
 
studies also requ,sted which will furnish an in-depth assessment of' the
 
agriculture sector, and a complimentary detailed stuty of the rural credit
 

and savings system; and
 

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

IT IS RECO1,MENDED THAT:
 

The Assistant Administrator for Africa approve this request for program
 
assistance from the Sahel Development Fund in the form of n grant of $0.75
 
million for technical assistance, $3.05 million for fertilizer imports and
 
raw materials, and $1.2 million for a Section 640C grant to finance the
 
differential caused by shipping oa U.S. Flag vessels. The exact mix of the
 
$4.25 million in fertilizer, shipping, and differential costs would depend
 
on actual costs at the time of awarding the IFB. The total grant will not
 
exceed $5.0 million.
 



VI. ANALYSIS OF THE REFORM PACKAGE
 

I. Background
 

tbout 70% of Senegal's approximately 6.0 million people live in rural
 
areas, and although rural-urban migration has been high, the rural population
continues to grow at the 
rate of about 2.1% per annum. A large majority of
the rural population derives its livelihood either directly or indirectly from
agriculture and in particular from peanuts. 
 In fact in 1981, more than 50% of
Senegal's population was, in 
one way or another, dependent on the peanut
industry. 
Nearly 60% of the rural population live in the "Peanut Basin" which
 
covers about 35% 
of the country's land area. 
Human and livestock pressure in
 
this area is becoming a serious problem.
 

The Agricultural sector continues to be a key one 
in the economy. It has
accounted for some 30-35% of GDP, and about 60% 
of export revenue in recent
 years. It also employs about 75% of 
the labor force. Within the sector,
about 60% of output comes from crops, 18% 
from livestock, 15% from fishing and
7% from forestry products. Basic foodcrops produced 
are millet, sorghum,
rice, maize and cowpeas; groundnuts and cotton are 
the main cash crops. Over
90% of 
rural output is produced by small-scale rainfed farm units, but 
there
are 
differences in farm size, labor availability, ownership of agricultural

capital, productivity and revenues. 
 The sector is fairly sensitive to
rainfall, which is often erratic. 
 Over the past decade, groundnuts and millet
have taken up close to 90% of the cultivated area 
(47% and 42% respectively)
while cotton and maize have occupied 2% each of the areas. 
 Between 1976 and
1979 major export products in the agricultural sector have been peanuts (69%),

fish products (21%), 
and cotton products (7%).
 

A. Agricultural Performance
 

Since independence, production of all major export and food crops has
been erratic and can best be characterized as stagnant (See Tables 1 through 4
in the annex). 
 The only exception is cotton which was introduced in Seneeal
in the mid-1960's and where production has been increasing fairly consistet-'
in recent years. The somewhat more 
than one million hectares of peanut
produce about 880,000 tons of peanuts 
Ian!
 

on average while cereal grain productic-.
totals less than 700,000 tons (on average) for a surface approaching one
million hectares. Food crop production is not sufficient to satisfy Senegal's
domestic requirements hence imports of about 350,000 tons 
of rice and 125,000
tons of wheat are purchased annually. 
 On an output per hectare basis Senegal
has low yields as compared to resuilts obtained on 
farm plots cultivated as
recommended by extension and agricultural research services.
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Yields in kilograms per hectare of the two major crops, peanuts and 

millet, have varied from one year to the next, but have shown no upward trend 

in te last twenty years (See Graphs 1 and 2). Although the proposed 

agricultural sector assessment, to be financed with funds from this one-year
 

t5 mnillion program, will investigate the underlying causes of poor
 
agricultural performance in Senegal, it is clear that erratic rainfall is an
 

important contributing factor. Within the peanut basin, farmers basically
 
have a choice between cultivating millet or peanuts or some combination of
 

both to satisfy their own food crop needs and to earn cash income. The amount
 
of land area devoted to peanuts and millet has remained remarkably stable
 

since independence. The low apparent elasticity between areas devoted to each
 
crop is probably due to the fact that there is a limited market system to sell
 

millet or other domestically produced cereals. (The urban market is barely
 

50,000 tons.) Thus, once farm subsistence has been ensured, the farmer has
 

little choice but to cultivate peanuts. Another reason appears to be that the
 

present crop mix allows farmers to even out the allocation of their labor
 

throughout the growing season. Thus, without more widespread mechanization,
 

it is unlikely that the current pattern will change significantly.
 

Producer prices appear to have had limited, if any, impact on farmers'
 

decisions with respect to how much area to devote to various crops (See Graphs
 

3 through 5). An examination of producer price data reveals that: (1)
 

regardless of the relative price structure of peanuts to millet the total area
 

planted is in the range of 2.0 to 2.3 million hectares with a millet/pear,'t
 

acreage split which does not vary significantly; (2) yields and output are
 

correlated significantly with rainfall and not with relative prices; and (3)
 

the substitution effect in relationship to changes in relative prices seems to
 

be insignificant. One hypothesis is that farmers are more concerned with risk
 

aversion through crop diversification than with maximization of monetary
 

earnings. 1 Another is that there is no significatit differencc in potential
 

revenue from cotton, peanuts or rice since the GOS has generally maintained
 

producer rices at comparable levels (See Graph 6). The lack of market
 

opportunities for domestically produced cereals is clearly also a major
 

explanatory variable. Another theory involves the relative importance of
 

off-farm income through remittances from permanent urban dwellers or from
 

seasonal urban migration. If non-farm income is indeed a significant
 

contributor to the revenue of rural households, then 10-15% increases in
 

producer prices may yield relatively marginal increases in total income. 


to the 'important implications of this hypothesis it should be studied furtil:"
 

in the agricultural sector assessment.
 

An important consequence of stagnating agricultural productivity in
 

the face of rural population growth of about 2.1% per annum has been declining
 

rural incomes per capita. Despite considerable investments in the
 

agricultural sector in the 1970's, the spread between urban and rural income
 

Is about six to one in favor of urban dwellers. While 1980 GNP per capita for
 

Senegal of W5 was about equal in real terms to per capita income in 1970,
 

the 	average rural income (of about t190 per capita) was about 10% lower in
 

real terms th,'n in 1970.
 

1. 	A recent study seems to indicate that risk-averting behavior may in fact
 
Ie proflt-maximizing 
as well.
 

1 
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B. Constraints to Improved Agricultural Productivity
 

Although an agricultural sector assessment 
will analyze constraints to

increased agricultural production in 
Senegal in much more detail, it is
possible to identify the more obvious 
ones on the basis of already existing

studies of the agricultural sector.
 

1. Water Shortages and Irregularities
 

In the short term, insufficient rainfall is the 
single most

significant factor 
influencing agricultural development in Senegal. 
 In four
out of the last six years, rains 
were well below the long-term average, in
 
some areas less than 50% of the 
norm. Equally important is the spacing of the
rains since long intervals between rains 
can provoke significant crop damage.
Over the medium-term the GOS is attempting 
to decrease the sector's reliance
 
on 
frequently erratic rainfall through irrigation.
 

2. Soil Depletion
 

Due to increased demographic and 
livestock pressure, particularly

in the 'peanut basin, the practice of 
fallowing has progressively been
3bandoned and has not 
been compensated for through an improvement in crop
production techniques. A portion of 
the plant needs has traditionally been
1supplied" by leaving the land in fallow. 
There have been local norms for
different 
soils and crops allowing for 
one or two years of production after
fallow periods of three 
to seven years. However, with increasing populati iidensity, the periods of 
fallow have been shortened or eliminated so that

farmers are 
now "mining" the soil nutrient 
source.
 

3. Lack of Crop Diversification
 

With the exception of the introduction of cotton there has been
very little change in the cropping patterns for Senegal since 
independence.

Hence peanut remains 
the major export crop and millet the primary food crop.

Given future projections in the world 
oilseed market which indicate that
intense competition from other oilseeds will most probably keep the price 
for
 
peanut oil lower than previous trends, the future contribution of the
agricultural sector 
to GDP will depend on crop diversificatiin. The questi-o
nf determining where Senegal's comparative advantage may lit 
should be a !i"
 
feature of the proposed agricultural sector assessment. A recent study
-'mpleted by the Club du Sahel appears to indicate that potential returns to
diversified foodcrop production may be more promising than to developing 
Alternative export crops.
 

4. Malfunction of Agricultural Institutions: 
RDA's and Cooperatives
 

As in many developing countries, a key constraint 
to increased
 
agricultural production has been the malfunction of 
important agricultural

institutions. The institutional support structure of 
the sector has been
largely Influenced by the Regional Development Agencies of which there
five; are
(1) SAED (Soci6t6 d'Am6nagement et d'Exploltation des Terres du Delta)
which covers the Senegal 
River Basin; (2) SODEVA (Soci6t6 de D~veloppement et
Vulgarisatlon Agricole) which covers 
the peanut basin; (3) SOMIVAC (Soci~t6
pour Ia 'Ise en Valeur de la Casamance) which covers the Casamance region;(4) SODESP (Soci6t6 de D6 veloppement de l'Elevage dans la Zone Sylvo-Pastoral)
which Covers the central plains; and (5) SODEFITEX (Soci6t6 pour leD6veloppement des Fibres Textiles) which covers Eastern Senegal. 
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From independence in 1960 through 1978, the GOS had progressively
 
placed greater responsibilities and resources in the hands of the RDA's as a
 
means of achieving growth in the apricultural sector. These agencies were to
 
provide farmers with improved techrology, necessary inputs, improved access to
 
markets and in general, to expand tie acreage of the principal crops. By the
 
late 1970's, the RDA's had become cumb-rsome bureaucracies that were
 

intimately involved in the rural sector and were a burden to, rather than a
 
leader of, agricultural development. In 1978, the RDA's consumed 15% of the
 
country's gross Agriculture Product. In the Peanut Basin, the COS
 
organizat:)n, ONCAD, controlled the supply of all agriculture inputs and
 
marketing of peanuts. Farmers criticized ONCAD for its inability to guarantee
 
the timing and quality of deliveries of agricultural inputs. This
 
organization, corrupt and inept, was abolished as an initial measure under the
 
Reform Plan in 1980.
 

The Regional Development Agencies, particularly SODEVA, have
 
worked through a system of cooperatives where farmers' produce is marketed and
 
where agricultural inputs (e.g. seeds ind fertilizer) are delivered for
 
distribution. These cooperatives havc earned a bad reputation with the
 
farmers largely because they have been dominated by the government, poorly
 
managed and insensitive to local needs. The result has been effective
 
elimination of farmer participation in cooperative management which has in
 
turn provided an open door to corruption of the cooperative system and
 
alienation of cooperative members.
 

The cooperatives and their members suffered from a number of
 
deficiencies, including the undue control by local "notables", especially the
 
president and weigher, who were usually literate. The membership are
 
basically illiterate and lack numeracy skills necessary to understand
 
cooperative records. Members had no voice in selection of which members
 
receive credit despite the fact that all members were responsible for the
 
cooperative's debts. Cooperatives have had no control over produce once it
 
left the cooperative even though losses incurred in transport and handling are
 
charged to the cooperative's accuunt. Furthermore, cooperatives here had no
 
voice in determining the price of their products and no say in th2 quantity,
 
quality, or price of inputs to be made available to them.
 

The conclusion that can be drawn from the above list is that 1 ,
 
farmer 'does not have control over the local cooperative upon which he is 
dependent for his fa'-'r cf pro,.hction, nor does he have an effective voicf 
in determining the policies of the economic system that relies heavily on him
 
and peanut production for survival. In recognition of this, the Government's
 
Peform Plan provides for the reconstruction of the cooperative system starting
 
at the level of the primary village section. In part with local currency
 
generated from this PAAD, the COS intends to begin immediately to strengthen
 
village level cooperatives and producer groups. Section V entitled "Use of
 
Local Currency" and Annex of the original PAAD provide a detailed
 

description of this part of the program.
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5. Halfunction of Agricultural Institutions: Credit
 

The dissolution in 1980 of ONCAD, which was 
also responsible for
 
providing credit, has meant that both 
the peanut basin and the Casamance
 
region have been without any formal credit program for the last three years.
 
Farmers traditionally use 
credit for the purchase of seeds, fertilizer,
 
implements, pumps, draft animals and cattle for fattening. 
 Credit has been
 
extended in kind by cooperatives and by the RDA's, with farmers' accounts
 
being settled by the delivery of 
produce or payment in cash. However, basic
 
management and audit 
systems have been inadequate and the cooperative system

gradually built up a debt roughly equal approximately CFAF 30 billion (See

Table 5). 
 Recent village survey work also revealed that as much as 50% of the
 
registered farm debt waj either inadequately recorded or perhaps falsely
 
entered in the books. 
 To offsqt the adverse effects of bad weather, and to
 
respond to farmers' complaints abo,,t the management of the credit program, the
 
COS has twice forgiven debts ia the past five years. 
This debt forgiveness

has seriously undermined the concept of credit liability, making reform all
 
the more essential.
 

Given the importance of rural credit, and the need to 
have an
 
up-to-date assessment, 
this PAAD provides for a study of Senegal's rural
 
credit and savings to 
determine how credit cqn be made self-sustaining. If a
 
need is confirmed, the study will further determine whether the newly created
 
National Agriculture Credit Bank (Caisse Nationale du Credit Agricole du
 
S~n~gal--CNCAS) is an appropriate institution to provide these services. 
 (For
 
a more detailed description of the activities planned in the field of 
cr.....
 
and savings, see Section V and Annexes I and (;.l.)
 

6. Coordination Between Research and Agricultural Extension
 

Although agricultural research has a relatively long history in
 
Senegal and has absorbed considerable resources, it has not always been

adequately responsive 
to farmers' needs and constraints. Furthermore,
 
coordination between technical packages worked 
out by research and the
 
presentation of these packages to the farmers has been lacking. Thus, there
 
have been discrepancies between recommendations from research institutes and
 
those from the Ministry of Rural Development and extension services. However,
 
in recent years, partly due to the influence of USAID, joint programs of
 
applied research have been established between SODEVA and ISRA in 
the peinio
 
basin, and between PIDAC and ISRA in the Casamance region.
 

7. Incoherence of GOS Policy: Pricing
 

The GOS has been unable to develop and implement a conaistent
 
policy with respect to relative prices of agricultural inputs and output. 
 It
 
was the government's intention, througl, the 
use of guaranteed producer prices
 
and the subsidization of inputs, to encourage farmers to adopt modern
 
cultivation techniques (e.g. increased use of 
fertilizers, agricultural tools
 
and heavier equipment). Subsidized inputs were designed to minimize farmer
 
risks particularly associated with the 
purchase of expensive fertilizers,
 
which are ineffective In drought years. 
 In practice, however, fertilizer use
 
doeu not appear to have been especially sensitive to price (see Table ii) and
 
the financing of subsidies out of earnings from the sales of export crops has
tended to reduce producer prices. Furthermore, with respect to fertilizer, 
supply constraint s may have been more Lnfluentlal in determininv the rate of 
fertilizer application than relative pricing (See Part 2, Section II C.). 
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8. 	Incoherence of GOS Policy: Marketing
 

Marketing policy has been focused on traditional export crops and
 

this despite the generally stated aim of crop diversification and increased
 
domestic cereals production to substitute for imports. Emphasis has been
 
given to the perpetuation of a state-run system for marketing agricultural
 
inputs with little attention being directed to ways of introducing a certain
 

element of competition to improve the quality of services rendered. The
 
central role of government institutions has become increasingly difficult to
 

maintain as the government has been experiencing serious budgetary constraints.
 

C. 	The Tmpact of Low Agricultural Productivity on the Macroeconomic
 

Situation
 

Stagnating agricultural production, despite considerable investments
 

in the 1970's through the RDA's, and unfavorable shifts in external terms of
 
trade (see Annex on macroeconomic situation) have severely affected the
 
agricultural sector's contribution to foreign exchange earnings and budgetary
 
receipts. On the budgetary side, the weight of subsidies to the agricultural
 

sector has been increasingly heavy (sue Table 6). Annual government outlays
 
of about CFAF 30 billion or 80 million are necessary to cover: (1) the
 

current subsidy on export crops, particularly peanuts, resulting from the fact
 
that Senegal's prices for exports are below domestic production and processing
 
costs given producer prices; (2) operating subsidies to regional rural
 
development agencies; and (3) subsidies on agricultural inpits, both
 

,
fertilizer and seeds. The Senegalese economy, in crisis since 1978, has h
 

unabl.2 to mobilize sufficient current revenue to finance these expenditures
 
which have been covered de facto through an accumulation of agricultural debt
 
(See Table 5). This outstanding agricultural debt, on which the GOS has not
 

met even Interest payments, has serious implications for the future stability
 
of the domestic banking system, including the multi-national Central Bank, the
 
BCEAO. A write-off of debt amounting to approximately t345 million is
 
incon evable ,iven the banking regulations associated with the West African
 

Monetary Union. 

The two gove:nment institutions principally responsible for
 

outstanding agricultural debt are, the now defunct, ONCAD and the CPSP (Price
 

Equalization and Stabilization Fuad). The CPSP's primary role since the CO,
 

eIIrnInatod most of the subsidies on consumer goods, is to stabilize revc",i
 
a rmor,; from pcanut o and cotton (see Table 8). Unfortunately, in recent 
r,,a Crcr i pt fron the importation of certain consumer goods have heenr ;, 

o,, 	 ig.eahe 4Whi le expenditures; in the form of compensatory payment. o 

dnm,,;tic processor; of peanuts and cotton have been sizeable. The way the 
CP11 ha,; hen meeting its financial obligatonis by essentially agreeing to 

acopt partial responsibility for seasonal credit extended to oil crushing 

firm; and to SODEFITEX for the purchase of the two major export crops. Wlhen 
world prices are consistent with domestic producer prices, this seasonal 

credit Is; reimbursed within the calendar year (period over which the 

procf,!r;.or,; of export crops are expected to obtain the full earnings rom world 

sals). Since the CPS' does not have the financial resources to reimburse the 

portion of the outstanding seasonal agricuiltural credit equivalent to the 

sill,!;sldv payment It S11ol(d have extended to dom.e;tlc producers, it is.in 

es!;ence t.h, domest ic banking system which ha; assumed this burden through 

Inttere!;t and prnetple payments foregone on sean;onal credit. 

http:procf,!r;.or
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Poor agricultural productivity when combined with the impact of.
unfavourable shifts in Senegal's external terms 
of trade (see macroeconomic
 annex, Table 12), 
have made the agricultural sector 
a net foreign exchange
user 
(see Table 7). In drought years, 
this situation is agFeavated
considerably. 
 There are few short-term solutions 
to reducing significantly
the foreign exchange implications of the agricultural 
sector. Most imported
food items are essential to 
ensure minimum consumption needs of 
the population
while limitation on the 
imports of chemicals and machinery would have 
an
almost immediate negative impact 
on agricultural production. 
Over the
medium-term, however, increased agricultural productivity through the 
removal
of some of the constraints described in 
Section B and 
a proper balance between
export earnings from peanuts and cotton and 
import substitution from millet,

rice and maize could 
lead to a net 
foreign exchange gain.
 

D. GOS Strategy 
to Deal with Agriculture Sector Problems
 

In December 1979 the GOS, with the assistance of the World Bank and
the IMF launched a medium-term Economic and Financial Reform Program involving
a series of corrective measures 
in the agricultural sector. 
 As set forth in
the Reform Plan, 
the key elements of the GOS strategy for revitalizing the
 
agriculture sector are:
 

1. Reorganization of 
the seed and 
fertilizer distribution and
 
marketing systems;
 

2. Reorganization of 
the Rural Development Agencies (PRA's) to

decentralize their management, reduce operating costs, increlse
efficiency and liberate areas 
for private sector initiatives;
 

3. Encouragement of private sector initiative in 
areas of marketing

and agriculture services;
 

4. 
 Greater involvement of cooperatives and village level groups in
 
decision-making related to 
commercial agriculture;
 

5. Revamping of agriculture credit; and
 

6. 
 Revising the structure for the agriculture research program.
 

For the period 1980 to 1982 the GOS has 
introduced a number of
measures to 
promote structural reform in accordance with the above progri'-.
Producer prices for export 
crops any domestically produced cereals were
[ncre:,sed acro!s the hoard in 1981. Consuner prices of imported foodproduct!- now tend to reflect import costs. ONCAD, the parastata l respon lhfor providing Inputs, credit, and for marketing groundnut production up to990 was dissolved and arranpementg have been made for settling this
Instftution's liabilities vis-.I-vis its suppliers and the banks. Theresponsibillity for groundnut marketing has been transferred to the oilcrushing firms which purchase the crop directly from the cooperatives.Performance contracts between the GOS and 
three of the rural development
agencife, (SAED, SODEFITE, SODEVA) have been signed, a studymanangeme-nt of the CPSP has 
of the financial

been made, a policy of encouraging farmers to storetheir own !;red waS attempted but abandoned (huring the 1982-83 growing season,(indprocedures for the overhaul of groundnut collection and weighingoperations have been implemented. Measures have also been taken to promotethe role of private transporters In the marketing of agriculture production.
 

1. 
In April 1983, producer prices for rice, maize and millet 
were increased 
an additional 1O-rn'. 
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Despite the above achievements there are a variety of areas in the
 
agriculture sector where change has proved to be difficult. The first
 
concerns the role and future of SONAR, a temporary agency created following
 
the dissolution of ONCAD to supply farmers with inputs such as seed and
 
fertilizer. While the GOS stated that this agency should be temporary, there
 
has been heated debate regarding the timing of the phasing-out process,
 
particularly in view of the critical unemployment situation in Senegal.
 

Secondly, the OS has recently suspended its new policy of encouraging
 
individuals to hold back part of their harvest to serve as seeds for the
 
following growing season due to claims of technical difficulties with seed
 
preservation and the release of funds for this purpose as well as to
 
unfavorable reactions from the farmers themselves. These farmers, who are
 
accustomed to wide fluctuations in their production from one year to the next,
 
were hesitant about opting in favor of conserving their own seed stocks since
 
they believed that this would permanently deny them access to government seed
 
stocks in the future. Concern has been expressed with respect to the
 
implications of this policy for the quality of future seed stocks.
 

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 phasing-out of fertilizer subsidies has had 
a
 
negative impact on fertilizer consumption. The introduction of a consistent
 
and feasible policy on fertilizer sales could contribute substantially to the
 
resolution of problems in this area.
 

Finally, the reorganization of :ural development agencies has
 
proceeded 'more slowly than orginally expected despite the signature of
 
performance contracts. Problems associated with staffing, and administrative
 
and financial management have proved to bL quite stubborn and efficiency 'ihi 
suffered. These difficulties are reflected in performance with respect t,, 
World Bank's Structural Adjustment Loan. 

As a result of the slower than expected pJrogress in implementing 
agricultural reforms, the World Bank cancelled the second tranche of the ';AL 
(equivalent to about t16 million). The deadline for release of the tranche 
had already been extended once from December 31, 1981 to June 30, 1983. 
1mtlementatIon dfficultles can be linked to the nature of SAL conditionality 
which has been relatively complex, involving a number of different 
Institutions and reforms in a variety of different areas, such as seed stock 
maintenance, the distrIbution and pricing for fertilizers, the reorganization 
of PDA's, and the future of the parastatal SONAR. As a result, progress in 
one area has been penalized by inadequate performance In other areas. 
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Although important measures 
have been taken to promote structural
change in the agriculture sector, reform has been more elusiue 
than
anticipated. Institutional arrangements have demonstrated remarkable inertia
and Senegalese farmers, who have been accustomed to 
extensive government

participation, appear cautious about assuming the 
risk involved in farming in
the Sahel region without significant government support. 
 The newly appointed

Minister for Rural Development has asked 
for a 6-month period of study before
presenting a comprehensive program for pursuing structural reform in 
the
 
agriculture sector.
 

Since the cancellation of the SAL the IMF is 
at present the only

multilateral institution dealing with overall reform in 
the agriculture

sector. 
 A proposed 1983-84 stabilization program, if accepted, would have

critical implications for the agricultural sector. 
Due to the impact of low
agricultural productivity on 
the macroeconomic situation a stabilization
 
program must deal with means 
of reducing this sector's drain 
on scarce
budgetary and foreign exchange 
resources. 
 A primary objective under the
 
standby agreement is to reduce the level of 
subsidies to the agricultural
sector, particularly since the GOS cannot 
find appropriate financing. 
 The
 
strategy involves; (1) a reimbursement of 
outstanding agricultural debt 
as a
means of reducing projected interest costs for 1983-84 by 
at least CFAF 2.5
 
billion; (2) elimination of central government financing of 
the fertilizer
subsidy estimated at 
CFAF 2.9 billion; (3) a reduction in subsidies 
to oil
crushinp, firms through cost 
cutting in the 
peanut sector; (4) a reduction in
the ope iting ies to 
SAED of CFAF 1.8 billion; (5) a reduction in
subsidies on • cd 
stock (SONAR) through an increase in retained earnr-,­from peanut ,ales to 
save CFAF 4.0 billion; and (6) a series of price
increases on 
imported consumer goods (including rice and sugar) to 
generate an
additional CFAF 6.4 
billion for the CPSP and 
to reduce projected subsidy

payments on consumer 
goods by CFAF 9.0 billion.
 

The end result of the above measures would be; 
 (1) to decrease the

CPSP deficit by 63% from an estimated CFAF 15.9 billion to 
a projected CFAF
5.8 billion (i.e., 
a net decrease of CFAF 10.1 billion); (2) to reduce GOS
subsidies to the agricultural sector from a projected CFAF 
32.0 billion to
about CFAF 
22.5 billion (or a 30% reduction); (3) to complete the
 
reimbursement of 
CPSP outstanding agricultural credit (principal plus
interest); (4) to continue the 
reimbursement of ONCAD debt in accordance with
the re-financing agreement concluded with the BCEAO; 
and (5) to encouragr

consumption of domestic food crops and discourage 
rice imports through a 2'
 
increase in the retail price 
of imported rice.
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Ii. An Agriculture Development Assistance Program: USAID's Response to
 

Sectoral Constraints
 

A. 	Major Lessons from Previous Donor Experience in the Agricultural
 

Sector
 

The lack of improvement in agricultural productivity despite
 

considerable internal and external investments in the sector and major
 

government involvement is a poignant indicator of the relative ineffectiveness
 

of a 100% "project-oriented" approach to agricultural development. The scope
 

of a project has apparently not been sufficiently broad to provide the
 

ne-essary institutional support which is clearly one of the major impediments
 

tr improved agricultural performance. A method must be devised for
 

effectively influencing the efficiency of basic institutions (e.g.
 

cooperatives, parastatals, village level producer groups) responsible for
 

input distribution, credit, and marketing. Policy implication!, particularly
 

with respect to marketing and pricing, must be coherent in order tc influence
 

long-term farmer behavior and choices of crops, cultivation techniques, and
 

input use. A preliminary examination of the data has demonstrated little if
 

any price responsiveness from farmers, but this is most probably due to the
 

lack of consistent pricing policy and institutional constraints.
 

The 	importance of technical as3istance activities both in relation to
 

institution-building and in recponse to major outstanding questions in the
 

More in-depth analysis is required to
agricultural sector is essential. 


the details of farm economics in Senegal. Thus future involvement
understand 

should emphasize the need for further analysis.
 

World Bank experience with the SAL has demonstrated the real
 

difficulties associated with reform in the agricultural sector and the
 

Major policy and
necessity of carefully focusing reform efforts. 

require time and careful periodic
institutional changes are clearly going to 


monitoring of performance. The scope of action should also be sufficiently
 

narrow to prevent progress in one area from being penalized by inadequate
 

performance in other areas.
 

The agricultural sector is clearly going to be affected by the
 

the IMF. U.S. activities in I'
economic stabilization measures proposed by 

to work within the exigencies a
agricultural sector will thus be designed 


to the ic'econoiri'c stabilization while minimizing the potential disruption 


of major cuts In subsidIes.
 

the 	Fertilizer
B. 	Justification for the Use of Non-Project Assistance in 


Sub-Sector
 

In view of the lessons which can be drawn from past experience in the
 

agricultural sector, USAID is now moving gradually from an entirely
 

the 	 use of some non-project assistance in a carefullyproject-oriented mode to 

A one-year V5 million program, if !ucces;sful, would be
defined framework. 


two years. USAID is focusing Its
extended into a multi-year program within 

efforts on achieving policy and Institutional reform In the fertilizer 
to the more general need tosub-sector, although attention is also being given 


riral n of the agricultural sector and to pursue
reduce the impl'Icit budgetary 

technical !;tudles (e.g. .ia igricultural sector assessment, a credit
certain 

the 	 stage fo- futureand savings stidy, a fertilizer marketIng study) to set 


assistance in the sector.
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The fertilizer sub-sector has been selected for a number of
First, reasons.
an IFDC study of the 
sector clearly indicates that fertilizer use can
be both economically and financially profitable 
in Senegal, particularly on
food crops. 
 Second, an examination of 
the foreign exchange implications of
fertilizer 
use by comparing potential benefits resulting
agricultural production with foreign exchange costs of domestic 
fertilizer
 
from increased
 

production indicates that 
this sub-sector could be 
a net foreign exchange
earner or 
saver. Third, data on 
fertilizer distribution in Senegal
demonstrate clearly that 
it is inefficient and requires reform in policy and
institutions 
to realize 
even some of its potential benefits. 
 Fourth, more
efficient fertilizer use 
could within a relatively short 
period of time
4 years) he reflected 4n increased rural incomes. 
(3 to
 

Fifth, it has been chosen
as a sector where 
subsidies must 
be reduced to close the GOS 
budgetary deficit
and thus will be 
requiring special attention in order to 
prevent serious
disruption (e.g. a drastic decline in 
fertilizer use 
in response to an
increase in price 
to the farmers).
 

USAID believes that 
this one-year fertilizer CIP will offer support
for economic stabilization efforts as well 
as
development objectives 
a basis for pursuing long-term
in the 
fertilizer sub-sector. 
The financing of 12,000
tons of urea and 5,000 tons of 


projected requirements for these 
sulfur imports will provide 100% of Senegal's


two 
fertilizer components. 
The relative
importance of 
this contribution should give USAID considerable leverage for
influencing institutional and policy change 
in the sub-sector, while careftal]
focused conditionality defined 
in terms of 
specific quantitative benchmarks
should provide 
a basis for measuring performance with respect
view of to reform. In
the current economic problems confronting Senegal
particularly high value 
the GOS places


on non-project assistance which should also enhance
rSAID's ability to 
influence reform.
 

C. Medium-TermObjectives for 
the Fertilizer Sub-Sector
 

Fertilizer consumption in Senegal has 
'beenboth erratic and
IneffIcient evidenced by the relatively
as 
 low corrr'ation between fert ilizer
consumption and (seeyield Graphs 7 and 8). The factors contributingphenomenon are discussed in Part 2, 
to this

Section
objectiv',e of VSAID involvement 

II A, B, and C. The medium-ter.­
in the sub-sector is to increase the effic,Of fertili;'er ,v;e (through pricing and marketing reforms) and to Increa,,dorl,;t i("corv;umptlfon levels from about 38,000 metric tons aboutto 75, U('mer ir ton; over tle next five yoars. This increase in fertilizertake use mnt,;th-
'lace in context of decreasing price ;ub,;idie,;. However,possible that it isgreater efflency In tertilizer utilization In respon.se
siginals could lead to to price
higher actual rates of return and thus greater demand.
Tt is intended that fertilizer 

peanuts; 35". 
tse be distributed as follows: 30% forfor millet; 10% for Irrigated rice;

(cotton, market gardenfng, and dryland 
and 25% for other crop-i 

implications for consumption pattern; are 
rice). These objectives and thel:, 

compared to projected consumptionfor 1983-84. 
 See the text table on the following page.
 

http:respon.se
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TEXT TABLE 1 

Projected 

Type of Consumption Consumption 
Fertilizer Crop Objectives for 1983-84 

MT % MT % 

-11K Peanuts 22,500 30.0 4,000 10.5 
6.20.10 

NPK Millet 26,250 35.0 12,000 31.6 

14.7.7 and urea 

NPK Irrigated rice 7,500 10.0 5,000 13.2 

1P.46.0 and urea 

NPK Market gardening 18,750 25.U 17,000 44.7 

8.18.27 and KCL Cotton 
Drylani rice 

TOTAL 75,000 100.0 38,000 100.0 
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Achievement of the medium-term objectives would require, 
in particular,
efforts: to 
restore fertilizer 
use on peanuts and millet to 
its average of
recent years (see Table 9), 
 to increase application on irrigated rice by about
50% and 
to increaSe fertilizer 
use for other crops by about 10%. 
 Assuming
optimum fertilizer use in 
the Senegalese context, 
as defined by
attainment of fertilizer consumption targets would imply the 
the IFDC,
 

following yield
increases: 
 42,500 metric tons for peanuts, 57,000 metric
22,500 metric tons tons for millet,
for irrigated rice and 1,800 metric 
tons for other crops.
This would in turn lead an
to increase in 
farmer revenue 
(at current producer
prices) of 
about CFAF 9.0 billion. Clearly, Senegal will not be able 
to take
fill advantage of the potential revenue increase within five years;
CFkF however, the
9.0 billion figure gives a rough indication of 
how improved fertilizer use
could contribute to 
increased agricultural productivity and farmer incomes.
 

In the area of pricing policy USAID is 
aiming for a complete

elimination of 
subsiJies on fertilizer over a six-year period, at 
the longest.
The COS has agreed that the reduction in 
the subsidy burden 
on the government
budget is necessary. 
An added advantage may be 
that subsidy reduction will
encourage fertilizer use 
in regions and on 
crops where returns are sufficiently
high to justify purchase at cost price. 
 There is some 
evidence (detailed in
Part 2, ,Section II) that subsidization has 
led to; (1) use of fertilizer in dry
regions where the probability of 
low returns to fertilizer due
high; to drought is
(2) relatively widespread use 
of fertilizer in amounts which are 
too small
to result in denonstrable increases 
in yield. USAID is proposing a timetable
whereby the 
 OS will hold firm on the average 60% subsidy level through J.,ni,
1984; (3) reduce the subsidy level from 60% 
to 40% maximum by January 1985; 
and

(4) red,_t the sibsidy level to 25% maximum by January 1987.
 

Institutional arrangements for fertilizer marketing and distribution
are currently in a state of 
flux. ONCAD was traditionally responsible for
purchasing fertilizer from the domestic producer, providing credit 
to farmers
for fertilizer 
on an 
annual basis, and distributing fertilizer to the
cooperatives which in 
turn disLributed it 
to the farmers. Since 
the dissolution
of ONCAD a number of 
institutions have been involved, principally:
temporary agency responsible for 
SONAR (a


fertilizer distribution until 
1982), SSEPC (a
marketing agency for the domestic fertilizer producer), SIES (responsible for
distribution since 1982), and SODEVA (a regional rural development agency
responsible for maintaining sales depots 
in the peanut basin since 1982).
Fertilizer distribution to Eastern Senegal and 
to the Senegal River Baqin hibeen handled ('irectly by SOPEFITEX and 
SAED respectively. Confusion conceri_
(C)S policy on fertilizer marketing and the objectives with respect
designation of to
institutional responsibility for 
fertilizer distributi.on has
 
contributed 
to supply disruptions in recent 
years.
 

The GOS, in collaboration with USAID, will be studying possibilities

for reorganizing the fertilizer marketing system including an analysis of
respective roles the
of the private and 
public sectors. 
 On the basis of the study,
a plan is to be 
submitted within twelve months of project obligation. USAID is
looking for 
a marketing and distribution system which will emphasize relative
efficiency and cost-effectiveness. 
 A new approach to 
input. dIstribution hased
on Introducing 
an element of competition In the marketing system (e!.g.simultaneous operation of public and private distributors) Is believed tosome promise. hold
A major factor *n resolving Institutional 
difficulties 
Is the
willingness of 
the GOS 
to maintain a consistent policy In this area. Specific
criteria such as prompt delivery, cost minimization and relipons ivees; to localn-eds will be defined and used to assess performance of the new syrstem. 

http:distributi.on
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PART 2 - SPECIFICS OF PROGRAM DESIGN
 

Since the t5 million fertilizer CIP will provide direct support for
 

Senegal's economic stabilization efforts, it was decided that this non-project
 

activity should include some conditionality with respect to objectives,
 

pertinent to the agricultural sector, as defined by the 1983-34 IMF standby
 

arrangement. Conditionality has deliberately been defined modestly in
 
comparison to IMF objectives, to be compatible with the relatively small
 

amount of resources this one-year program will provide. However, as a
 

condition precedent to t.e program, dollar funds will not be disbursed until
 

the conclusion of a 1983-84 Standby Agreement between the PIP and the GOS.
 

Although sector level conditionality is not the major emphasis of the program,
 

visible U.S. support for measures to reduce the public finance burden of the
 
agricultural sector is believed to provide significant moral suasion.
 

Furthermore, should the GOS procrastinate coping with the subsidy burden of
 

the agricultural sector, the consequences (e.g. breakdown of the CPSP or the
 

availability of seasonal agricultural credit) would seriously disrupt U.S.
 

efforts to affect policy and institutional reform in the fertilizer sub-sector.
 

I. Reducing the Public Finance Burden of the Agricultural Sector
 

A. The CPSP
 

The role and financial difficulties of the CPSP are set out in the
 

background section and in Tables 6 and 8. As a covenant to this program .
 

is requiring that the CPSP deficit be reduced by 10% before December 1981.
 

Assuming 1983-84 projections for the annual CPSP deficit (in the absence of
 

reforms), a 10% reduction would imply a decrease of approximately CFAF 2.1
 

billion or t5.5 million. This reduction would be modest in comparison with
 

the proposed IMF reduction of CFAF 10.1 billion from the 1982-83 deficit.
 

Assuming that the GOS implements the price increases for imported rice, sugar,
 

and vegetable oils as proposed by the IMF and that the world prices for peanut
 

products and cotton do not decline significantly, then the CPSP should have no
 

difficulty in complying with this covenant.
 

B. Reimbursement of Outstanding Agricultural Debt
 

Basic components of outstanding agricultural debt are set out ii
 

Table 5. As a covenant to the program USAID is requiring that in additi-'
 

a reduction of the CPSP1 deficit, the GOS mobilize sufficient resources to
 

reimburse CFAF 10 billion by December 1984. The draft letter of intent for
 

IMF standby also sets out targets for the reimbursement of agricultural debt
 

in relation to the amount of budgetary support the GOS receives in excess of
 

CFAF 6.0 billion for the period from July I to September 30 and in excess of
 

the period from July 1 to December 31,1983. These resources
9.0 billion for 


are to be allocated for the repayment of debts in the following descendin',
 

order of priority: (I) outstanding seasonal agricultural credit for FY -981;
 

(2) outstandInp seasonal credit for FY L982; (3) arrears due on ONCAD debt for 

FY 1982 (CFAF 8.0 billion); and (4) quarterly payments (of CFAF 2.5 billion 

each) due on ONCAP debt for FY 1983. 
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Given the 
IMF order of priority, 
the USAID requirement of 
a
reimbursement of CFAF 10 
billion would be 
allocated 
to cover the outstanding
principal on seasonal credit for FY 1981. 
 On the basis of IMF projections of
exceptional budgetary support 
for FY 1983-84, USAID does 
not anticipate
d 4
 fficulties 
in GOS compliance with the 
covenant. However, the IMF 
timetable
for debt reimbursement, which would require the GOS, providing it 
receives
sufficient budgetary support, 
to repay a combined total of CFAF 
29.6 billion
 
over FY 1983 appears 
to be much too optimistic.
 

II. Characteristics of 
Fertilizer Use in Senegal
 

A. General Background
 

Although it is 
necessary to view fertilizer consumption data with
caution, it 
is 
clear that consumption has been surprisingly erratic since
independence. 
 It is not uncommc, to find 
fertilizer consumption reduced
half by
from one year to the next or conversely doubling (see Table 9). Even
percentage of the
total annual consumption on 
any particular crop has 
a tendency
to fluctuate considerably. 
The percentage of fertilizer allocated to
production, however, appears 
peanut
 

to 
have declined fairly consistently since the
early 1960's from about 80% to 
about 40%. 
 This decline can be explained by
the emergence of cotton as an export crop 
on which fertilizer is used, 
and by
a gradual increase in fertilizer 
use on millet. On a regional basis,
Sine-Saloum area 
of the peanut basin has traditionally been the 
the
 

largest
consumer of 
fertilizer accounting 
for anywhere between 37% 
and 74%
consumption (see Table 10). Since the 
of
 

early sixties the predominant position
of the Sine-Saloum region has declined somewhat 
as the share of 
the Central
Basin region and Eastern Senegal region have increased. The relatively large
magnitude of 
fertilizer consumption in 
the peanut basin is
given that about not surprising
60% of total farms and 
100% of large 
farms are located in
 
this area (see Table 16).
 

Another important aspect of 
fertilizer 
use is that it has been
marginal in comparison to quantities r2quired to 
maximize yields.
that fertilizer is Assuming
riot applied 
to peanut production in drier areas, 
Senegal,

according to 
IFDC recommendations, would 
still need about 114,700 tons of tP"
and 71,200 tons 
of urea. 
 Field tests conducted 
by SODEVA indicate tlt
farmers use primarily NPK types of 
fertilizer supplemented by 
urea to
indiv~dual mc'
farm needs. There 
's a wide range of variability in fertiliz ­application 
rates with generally higher 
rates observed 
for cash crops ani
lands cultivated by larger households. According to actual studies, about
of fields cultivated 
receive no fertilizer, about 60% 
receive less
recommended dosage and than the
10% receive more 
than the recommended dosage. 
 Another
field study conducted 
in the peanut basin concludes that when less 
than 60% of
recommended dosages of NPK are 
applied per hectare then yields 
were actually

lower than in 
the absence of 
fertilizer application due to 
increased weed
growth. 
The marginal aspect of fertilizer use may also explain, at leavt
partially, why the 
direct correlation between 
fertilizer consumption and
yields is not 
very high (see Graphs 7 and 8).
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B. Farmers' Attitudes Towards Fertilizer Use
 

There appears to be little verified data on farmers' attitudes
 
towards fertilizer use; however, isolated field tests have led 
to the
 
formulation of some plausible hypotheses. First, farmers appear to be
 
particularly influenced by the necessity of avoiding risks rather than
 
maximizing profits, which would explain the relatively low levels of domestic
 
fertilizer consumption. A principle concern appears to be the need for
 
minimizing implicit or explicit debt in association with fertilizer use,
 
particularly since fertilizer is not absolutely necessary 
to agricultural
 
production, such as seeds. Second, farmers have not 
been convinced of the
 
full extent of the potential impact of fertilizer use on yields for a number
 
of reasons: (1) fertilizer has been used in marginal quantities; (2)
 
fertilizer doses and proportions of NPK should be regionally adjusted for soil
 
composition but seldom are; (3) fertilizer has been used basically to maintain
 
the fertility of heavily cultivated soils which would normally experience a
 
decline in yield and therefore tangible results through increased production
 
are not apparent; (4) returns to fertilizer use on some crops (e.g. peanuts)
 
may not be apparent over a one-year time period; and (5) farmers have learned
 
that logistical and financial problems frequently affect the timely
 
availability of fertilizer.
 

Another explanation for variability in fertilizer use may be that it
 
is particularly sensitive to shifts in rural incomes since it is the most
 
easily accessible means of compressing production costs. Rural incomes vary
 
considerably in Senegal due to undependable rainfall. 
 Supply side constraints
 
may also be an important factor in explaining annual variations in fertilizeL
 
use. U'AID through the Senegalese agricultural research institute (ISRA) is
 
currently financing a study of various farming systems in Senegal which will
 
include information on farmers' attitudes and may provide more definitive
 
answers to questions on decision-making with respect to fertilizer utilization.
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C. Factors Determining Supply and Demand
 

On the basis of background data on fertilizer use in-Senegal it is
 
possible to 
outline the major factors influencing supply and demand. On the
supply side, institutional constraints 
are of primary importance particularly

with respect to 
the marketing and distribution of fertilizer. 
Similarly, the

'OS' inability to ensure 
timely payments for the importation of urea and 
to

the domestic fertilizer producer for the purchase of NPK has, 
on several
occasions, been directly responsible for late 
or partial delivery to the
 
farmers.
 

With respect to demand, the situation appears to be somewhat more
 
complex. The combined effect of 
a doubling of the fertilizer price from 25
CFAF/kg. to 50 CFAF/kg. in 1982-83 and of 
the absence of a credit mechanism
 
(in the peanut basin and in the Casamance) seems to have provoked a sharp

decline in 
the demand for fertilizer in these regions. Figures are not yet

available 
to confirm this hypothesis. Nevertheless, time series data for the
ratio of the producer price of groundnuts to the price of fertilizer and for
 
fertilizer consumption seem to confirm that price is 
a factor in demand but
with about a two-year lag (see Graph 9). 
 Other important factors are: (1)

farmers' assessment of 
risk associated with erratic rainfall; (2) demonstrated
results of fertilizer through appropriate extension; (3) income level and
 
alternative claims on 
farmers' scarce resources; and (4) timing of the
 
fertilizer deliveries.
 

D. Potential Profitability of Fertilizer Use
 

In 
1976 and again in 1977 the International Fertilizer Development

Center (IFDC) conducted 32 fertilizer trials each for millet and groundnut on
Senegalese farmers' fields. 
 For more detail on the conditions under which
 
these trials were conducted, see Annex The purpose of the IFDC work was
.
 
to determine the potential profitability of fertilizer 
use in Senegal (see

Tables 13 through 15).
 



1. From the Farmers' Viewpoint
 

Hypotheses 1, 2, and 3 on tables 13 through 15 represent the
 
profitability of fertilizer use from the farmers' viewpoint. According to
 
international standards in countries with rainfall conditions like Senegal,
 

value cost ratios should at least be equal to two (compared to an average
 
value cost ratio in the U.S. of 1.2). Otherwise, the risk is too high to be
 
taken by the farmers. In drier areas, like the North Basin, this ratio should
 
be equal to 2.5 or 3 to take into account increased risks of drought. At the 

current 60% level of subsidy on fertilizer, fertilizer consumption is 
potentially profitable on all crops (cotton, millet, peanuts and rice) and in 
all regions. However, as the subsidy on fertilizer is reduced to 25%, while
 
the output prices are maintained at current official levels (a rather
 
pessimistic assumption over a five-year period), fertilizer use in no longer
 
profitable either on peanuts, except in the Sine-Saloum region, nor on dryland
 

rice and cotton in Eastern Senegal. But returns to fertilizer should be
 
sufficiently high on millet in all regions..
 

2. From the Economy's Viewpoint
 

From an economic point of view, the value cost ratios should be
 

higher than 1 plus a small percentage representing the opportunity cost of
 
capital in Senegal. Thus, a ratio higher than 1.1 is considered satisfactory.
 
When world market prices for fertilizer and for crops grown in Senegal are
 
used (hypothesis 4), value cost ratios are highest for peanuts in the
 
Sine-Saloum and for millet in the North Basin but are higher than 1.4 for all
 
crops in all regions. A comparison of the foreign exchange value of increased
 
crop production as a result of fertilizer use with the foreign exchange spent
 
on fertilizer consumed (hypothesis 5) indicates substantial foreign exchange
 

benefits to the economy. A final calculation (hypothesis 6) is made to
 
reflect the impact of expected reductions in the production costs of NPK
 
fertilizers (estimated to be 15%) as a result of a new chemical complex (ICS)
 
expected to come on stream in the course of 1984. Cost value ratios in all
 

cases are slightly higher than those for hypothesis 4.
 

3. From the Viewpoint of Soil Conservation
 

One of the GOS' primary justifications for maintaining a su ;i(-,
 

on fertilizer has been its presumed long-term benefits in preventing soil
 
rdpletfon. However, the long-term cause and effect relationship between
 
fertilizer use (especially when it is marginal as in Senegal) and soil
 
conservation is not altogether clear. Soil depletion has been linked to a
 
variety of practices--overgrazing, deforestation and continuous cropping.
 
Effective means of soil conservation, therefore, must involve an integrated
 

approach to altering these practices, and fertilizer use in isolation will
 
have little direct impact on arresting soil depletion. Furthermore, it has
 
been argued that a temporiry decline in fertilizer use (3 to 5 years) will not
 
provoke long-term damage 1i the soils since once fcrtilizer use is resumed the
 

necessary soil nutrients will be applied. Given the uncertainty of the
 
relationship between fertilizer use and soil conseivation it would not appear
 
warranted to increase value cost ratios to reflect longer-term benefits.
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ITI. Pricing Policy
 

From the data on fertilizer distribution and costs it would appear that

the GOS, since independence, has not 
followed any consistent policy with
respect to 
the price of fertilizer. The intention seems to have been to keep
prices as low as possible to
thus minimizing the risk of fertilizer use
farmers (see Table 11). Price increases seem to have occurred the year
following a significant increase in the total costs of 
the fertilizer subsidy
to the GOS or simultaneously with 
a major increase in the price at which the
 
COS purchases fertilizer from the domestic producer.
 

A. Fertilizer Production Costs
 

1. SIES
 

The Industrial Fertilizer Company of Senegal (SIES) is, at
present, 
the only company which produces chemical fertilizers in the country.

Capital participation in SIES is 
as follows:
 

- SSEPC
 
(Soci!t6 d'Engrais et de Produits Chimiques 
 21.57%
 

- International Finance Corporation (World Bank) 
 17.98%

Soci~t6 Kalt und Salz A.G. 
 10.79%
 - Entreprise Mini~re et Chimique 
 10.04%
 

- Soci6t6 Commerciale des Potasses et de l'Azote 
 4.35%
 
- Soci~t6 S~n~galaise des Phosphats a Thins 
 8.99%
 - Compagnie S~n6galaise des Phosphates de Taiba 
 3.59%
 
- BNDS (Banque Nationale de D~veloppement du S6negal) 
 9.89%
 
- Other Senegalese Banks 
 4.50%
 
- Others 


8.30%
 

Entreprise Minire et 
Chimique (EMC) and Soci~t6 Commerciale des
Potasses et de l'Azote (SCPA) are 
two companies of the French group, Mines de
Potasses d'Alsace (IPA). 
 EMC and SCPA are majority shareholders of SSEPC
(90%), and therefore, Mines de Potasses d'Alsace 
is also the major shareholder
of SIES through its different participations. 
 As will be seen below, MPA is
 
also involved in the new ICS 
project.
 

The SIES chemical fertilizer plant has been on stream since 196P

and produces a superphosphate, DAP, and mainly NPK complex fertilizers wit i
capacity of approximately 60,000-120,000 metric tons of product, dependinr

NPK grades.
 

The plant consists of four production units; sulfuric acid,

phosphoric acid, superphosphate, and granular DAP/NPK.
 

The sulfuric and phosphoric acid plants have design capacities

of 200 mtpd 112SO4 and 70 mtpd P205 , respectively, and use sulfur and
 
phosphate rock as 
raw materials.
 

The superphosphate plant has a design capacity of 300 mtpd and 
can produce either SSP by reaction between sulfuric acid and phosphate rock orTSP by reaction between phonphoric acid niki phosphate rock. 
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The NPK granulation plant has a design capacity of 300-600 mtpd,
 
depending ?i fertilizer grades, by using the following raw materials:
 
superphosphate (SSP and/or TSP), sulfuric acid, phosphoric acid, ammonia,
 
potassium chloride, and Phosphal (calcined aluminum phosphate). This
 
granulation plant can also produce DAP by reaction between phosphoric acid and
 
ammonia.
 

The SIES factory includes a bagging unit of 800 mtpd (24
 
hours). Raw materials storage capacities are 2,000 mt for ammonia, 10,000 mt
 
for sulfur, 10,000 mt for potassium chloride, and 15,000 mt for phosphate
 
rock. Storage capacity for bulk and bagged products is 34,000 mt.
 

Fertilizer production from the SIES plant increased from 34,000
 
mtpy in 1971-72 to 100,000 mtpy in 1976-77 then decreased sharply to the
 
1982-83 level of about 15,000 mtpy due to a combination of external factors
 
affecting demand, including credit and changes in the distribution system.
 

Except for phosphate rock, which is produced locally at Taiba
 
and Thins, all other raw materials, such as ammonia, sulfur and potassium
 
chloride are imported.
 

Ammonia comes from Europe at a high freight cost. Indeed the
 

storagb capacity at the plant is limited to 2,000 tons and consequently
 
shipments are of only 1,500 tons each. Such small shipments are difficult to
 
obtain and cost more.
 

This situation should change in the near future as ICS will hi'
 
an additional storage capacity of 9,000 tons.
 

Sulfur is bought through a French broker and originates in
 
Poland.
 

KCL is bought in France from the parent company of SIES (i.e.
 
EMC/Mines de Potasses d'Alsace).
 

However, SIES has no long-term contracts frr the supply of raw
 

materials, and therefore could be supplied from the U.S. market.
 

A comparison of prices that the GOS pays SIES for various 
fertilizer grade, and international prices for similar grades !-how; that. 
the 15% c,;toms tax on imports; Is included, thn SIES prics ar. eq,,al ( 

lotir than CIF akair pr i-,,; (,ee Table 18). Thus; Senegal w,,ild not hl? C , 
docra.;;, the, ros;ts of I,,rtlit er by importing them directly rat her tlian iv , 
th m In crountry. This; nne-yar fertilizer CII' has been de i gn,.d ;o t hat :S 1.5 
,*osts; Wl11 not Increase as a roqult of Importing siulfur and ura from the . 
(see Tahle 17). The additional cost per ton CIF Dakar attributable to the use 
of U.S. flag ves.els (e.g. 30-35%) will be borne by the U.S. and not by SIES. 

i 



2. ICS 

In 
1984 a new chemical complex, Industries Chimiques du S~n~gal

(ICS) will be coming on stream. 
 ICS share capital is as follows:
 

- State of Senegal 
 22.7% 
- State of Ivory Coast 9.2%
 
- Federal State of Nigeria 
 9.2% 
- State of Cameroon 9.2%
 
- Islamic Development Bank 
 9.2%
 
- Indian Farmers Fertilizers Corp., Ltd.,
 
Southern Petro-Chemical Industries Corp.,
 
Indian Government 
 18.4%
 

- Socit6 Commerciale des Potasses et de l'Azote
 
(SCPA) and SSEPC 
 9.2%
 

- Compagnie S~n6galaise des Phosphates de Taiba 
 6.4%
 
- Senegalese Bank and Insurances 
 5.6% 
- Other 0.9%
 

TOTAL 25 Billion CFAF 
 100.0%
 
or about 73.5 million
 

This company is, therefore, a regional joint effort from 
-rv ...
 
African developing countries, and also a "south-south" effort to produce

phosphoric acid and derived products 
to cover these developing countries own
 
needs, in collaboration with the private sector.
 

The management of this company is the 
responsibility of the same
 
French private group which owns 
SIES and SSEPC, i.e., Enterpri3e Mini~re et
 
Chimique (EMC).
 

ICS will have a year'y production capacity of:
 

- 630,000 tons of sulfuric acid
 
- 480,000 ton; of phos;phoric acid
 
- 45,000 tons of triple roupr phosphate (TSP)
 
- 165,000 ton,; of diamnoni m pho-;phate (DAP)
 

and in addition, the S IF Vctlity remaini will operational. 

ICS expect; to obt lln vry competAtive prices both for raw 
material!-,, TSP, an(,' PAP fertill.or,; due to economies of scale of the new 
manufacturiniL f litiv;. 

For raw matvr!ail i thevy intend to ,f .n i on; -term contract!; with 
oiippl lr'; i rI ,r r to )htifn f,1vor;ih ;rlee,;. HIoweve, , th.ie long-term
conttract,; woo l( not eive r al I ,upply n.,vdI; ;Ir I will rchaseW,., p a certain
pE!rc'ntlat;Ie of It'; ';u pI le!; on the !;pot m,,arket . (It In thertfore not an
ohtarle to Imlprtat Ion of I.;. good; uindvr a CI ' prograim.) 

http:fertill.or
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For compound granulated fertilizers, they expect their prices to
 

be 15% lower than present SIES convention prices for two reaons:
 

- economies of scale on supplies and production processes
 

- differences in the method of calculation of the cost prices:
 

SIES computed the fixed cost on the basis of about half of the
 
production capacity of the factory, in ICS case, fixed costs will be
 

divided by the total production of ICS which is expected to be much
 

closer to full capacity.
 

Urea will continue to be imported separately. The amounts needed
 

are expected to increase substantially as more- farmers follow the recommended
 
application rates. A long-term (3 to 5 year) supply agreement could reduce
 
landed costs.
 

It is conceivable that in the future a part of the TSP and DAP
 

produced by ICS could be utilized on the local market for direct application.
 
These products could be blended with nitrogen in the form of glanular urea and
 

potassium in the form of granular potassium chloride, to furnish the proper NPK
 
nutrients recommended by research and extension. This alternative supply scheme
 
needs to be studied in depth but could have implications for reducing the costs
 
of fertilizer. Given the expected 15% decrease in ICS production costs, it is
 

probable that a substantial subsidy reduction can be achieved without large
 
increases in fertilizer costs to the farmer.
 

B. Fertilizer Transportation Costs
 

Under the current agreement between the GOS and SIES, SIES receives a
 

flat rate of 25 CFAF/kg. to cover transportation costs and import duties on
 
imported raw materials. Transportation costs are currently cross-subsidized
 

implying that fertilizer users close to Dakar are bearing some of the costs of
 
transportation to more distant regions. It has been argued that this system is
 

in fact inequitable, particularly with respect to the Casamance region. In this
 
instance fertilizer consumers in the drier regions of the peanut basin where
 

cost-value ratios f fertilizer are lower than in Casamance are bearing some of
 
the costs. IFDC data on the costs of transporting fertilizer to various regions
 

indicate that unit costs can vary by as much as 40%. The process of subsidy
 
reduction should therefore include an elimination of the cross-subsidizati , U 
transportation costs. 

C. Cirrent Pricing System and Proposals for 1983-84 

Under the current pricing system the extent to which farmers actually 

bear the ris-k of fertilizer use varies according to tile region. Since the 
beginning of cotton cultivation in Senegal, all inputs (including fertilizer) 

have been given to farmers, their cost being included in SODEFITEX's operating 
margtin. This sytem has the advantages of (1) ensuring that farmers actually 

2"nniine fertilizer sInce they are not In a position to choose individually 
whthor or not to ue fort i1zer; (2) providing insurance to tarmers against 

crop fa luro ;Inct, the co~its of tertlI zer In had years are covered by operating 

prof Its In good year!;; and (3) el lIninating probiem; of debt recording and 

recovery -q;rocflated with a credit h;eme. However, it also presents 

Inconvenience;: (1) It penalize!; the mo;t efficlent farmerf; who may have been 

ahle to Inc row;a- varni g; and redue rl sk through Improved cilt ivat ion 

too mhnue,; ( ) It doei not allow farmer; to re!;pond to the prico mechanism by 

isqing Ivrt iiiz.,r where return; are tie htihe';t; and (3) th.re I; a risk that 

farmer!; will divert feztillizor Intended for cotton to other crop!. As the GOS 
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reduces the subsidy on 
fertilizer the associated 
cost increase will provide
additional incentives for 
farmers to 
divert large quantities of apparently
"free" fertilizer 
to other crops or to sell the fertilizer on a "parallel"
market. Thus, 
the objective of motivating farmers to 
use recommended doses on
 
cotton would be 
defeated.
 

In Casamance and the 
Peanut Basin fertilizer is 
made available at the
 average cost 
 CFAF 50/kg on a cash basis.
of It is thus the farmers' decision
whether or not 
they wish to use fertilizer. However, in 
an attempt to maintain
fertilizer cnsumption in 
these areas,

introducinp the GOS is currently considering
a pricing system similar 
to the one used on cotton. The sytem, if
introduced, would 
suffer from 
the disadvantages described
the impact of 

above and would reduce
subsidy reduction on the 
promotion of 
more efficient 
use of
 
fertilizer in response to price.
 

SAED is responsible for distributing fertilizer 
for use on irrigated
perimeters in the 
Senegal River Valley. Given the 
relative stability of water
supply under 
irrigated conditions the risks 
associated with fertilizer use
lower than in other regions. Farmers pay the 
are
 

average price of 
CFAF 50/kg. and
SAED extends short-term credit for fertilizer which is 
reimbursed, in principle,

with the proceeds from the 
next harvest.
 

TX USAID's Conditionality on 
Pricing Policy
 

The program agreement will include 
three special covenants setting 
a
minimum pace for fertilizer subsidy reduction in Senegal. 
 First, the GOS
covenants that the 
average subsidy for fertilizer will 
not increase above 
I,­current 607 level through January 1984. This covenant is included to prevenLthe GOS from conceding to 
farmer pressure to 
lower the price of fertilizer,
emanating principally from 
those who currently are required to 
pay cash. In
fact, the danger of backsliding for 
this year is probably now minimal 
since
fertilizer purchases 
for the crop year have been completed. Much 
to
government's surprise, the
 
tarmers in the peanut basin did 
purchase fertilizer with
cash (no figures are available) and reports claim that a last minute rushsales todepots created numerous shortages. This would tend 
to suggest that
farmers do recognize 
the returns to fertilizpr use, 
and may have implications
for the Issue of whether or not 
the availability of 
credit is necessary to
qPnerate effective demand for 
fertilizer 
(see Section IV B).
 

Second, the GOS 
covenants that 
the fertilizer subsidy will be 
red.r.
from 607, to 40% 1y January 1985. Assuming that the real price of fertili;,,:rwill not. Increa.;e over this period (a reasonable assumpta given the curr"It,xce;s ,apacity on world markets and antic!p; ted trendscosts) this in domestic product;,.subsidv reduction would increase the average price from CFAF 50/K.to CFAF 7 5/kg. The 4% figure should 
are that the IMF may 

be viewed as a minimum since Indicationsbe pressing for a more rapid decline in subsidies. USAIV,however, believes that a reduction In two or three stages would be desirable Inorder to observe the impact of price reduction on consumption and, wherepossible, to take appropriate corrective action (based IFDCon recommendations). 

Third, the ('OS covenants that within 12 months of obligation of funds,It will present a plan to USALI) for the reduction of the fertilizer subsidy to25% by January IW 7. Thp, plan should include spee fics on: (1) the pace ofsu blidy reduction especially between January 1985 and January 1987; (2) priceproposals for speciffc types of fertilizer used which would bring the averagesubsidy to 25%; (3) proposals for eliminating the regional cross-subsidizat ionof transportaton costs; and (4) criteria for Identifying and monitoring
Impact of subnidy reduction on fertilizer use. 

the 
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It is likely that subsidy reduction will provoke a decline in fertili­
zer use in the short-term if the sale price to the farmer is increased (e.g. if
 
offsetting declines in production costs do not materialize). More efficient
 
fertilizer use in response to pricing signals is possible as farmers' attitudes
 

t to.accept..the.premise -that. inputs-must bp-purchased;howeever,effiicient.... 
use given Senegal's constraints, may imply more intensive fertilizer application 
on crops and in regions with the highest returns and less fertilizer consumption 
elsewhere. Over the medium-term, however, consumption may actually rise if more
 
efficient utilization leads to actual improvement in yields. Furthermore, elim­
ination of GOS subsidies may remove an important supply constraint--the capacity
 
of the government to ensure timely payment of subsidies.
 

GOS policy with respect to input-output price ratios could be of con­

siderable importance in checking a drop in fertilizer demand, Increases in pro­
ducer prices, consistent with trends in world prices for various crops, would be
 
one means of minimizing the negative impact of subsidy reduction. At any rate,
 
an objective of maintaining a certain stability in the ratio of input to output
 
prices could introduce an element of certainty to farmers' decision-making with
 
respect to fertilizer utilization. Similarly, an examination of alternative
 
methods of reducing farmer risks without subsidization (e.g. through crop
 
insurance, storage or marketing techniques) may be useful. Finally, there may
 
be ways qf reducing fertilizer cost by modifying recommendations for fertilizer
 
application. For example, IFDC has suggested that a substitution of low-analy­
sis grades with higher analysis products could reduce costs through lower
 
charges for freight, handling, and storage. In order to facilitate the ferti­
lizer sub-sector's transition from subsidization to cost pricing the COS should
 
monitor carefully (in collaboration with USAID) the impact of increased prices
 
of fertilizer on: (1) cropping patterns; (2) yields; (3) rural incomes; (4* Ld1.
 
direct beneficiaries of fertilizer utilization; and (5) supply and demand
 
factors in the sub-sector. Joint monitoring will be provided through a unit set
 
up in ISRA in the context of USAID's current Agricultural Research project.
 

IV. Institutional Reform
 

A. Coordination Between Research and Agricultural Extension
 

Of-critical importance in promoting more efficient use of fertilizer
 
in Senegal is the assurance that farmers have access to information allowing
 
them to adopt improved fertilizer practices. This in turn depends on research
 
institutions' capacity to develop appropriate regional-specific recommendatimri
 
for nutriient application, on extention services effectiveness in relating i0ii
 
information to as many farmers as possible, and on continued coordination
 
between research and extension services. Data on current fertilizer practices
 
in Senegal demonstrates clearly that both extension and research institutions
 
require strengthening.
 

An IFDC study of COS fertilizer application recommendations criticizes
 

them for not being adapted to conditions in Senegal and for being unnecessarily
 
expensive. Excessive amounts of potassium and phosphorous are being recommended
 
by extension services for both millet and groundnuts. Expensive nitrogen is
 
also being recommended while the proposed application rates have not been Justi­
fied by research res'Its, TDC therefore suggests that GO recommendations be
 
revised to eliminate the waste of resources on potassium and to use the savings
 
for appropriate applications of N'K and urea. Extension services are advised to
 
establish sites in so many villages as possible to demonstrate potential profit
 
from a balanced use of urea and an appropriate NPK grade on the same field. A
 
special campaign is required to expand the fertiliser knowledge of village coop­
erative managers, village chiefs, extension agents and progressive farmers.
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Even within officially rezommended formulas there is a discrepancy

between those recommended by research and 
those recommended by extension
services. 
 The national research institute's (ISRA) basic position is that in
order to 
maintain the long-term fertility of 
the soil, tile amount of nutrients

added to the soil should be at least equal 
to the amount of nutrients taken
out by plants. The government view is that 
the amount of nutrients to be

added should be the 
amount necessary to maximize the 
financial return to
fertilizer use given price constraints. The IFDC has identified an important
new direction for research: more decentralized, crop specific cesearch, for
example, with respect 
to the utility of sulfur fertilizer use on cotton and
 
peanut production.
 

In recognition of the importance of 
improving coordination between
 
research and extension USAID has 
included a special covenant
agreement. The COS covenants to 

in the grant

continue its efforts to 
bring about closer


cooperation between the agriculture research stations and the extension
services so that 
results of applied research in the most efficient kind and
method of application of fertilizers 
to specific crops 
can be made available
to the farmer and those responsible for supplying fertilizer 
to the farmer.
It is difficult to incorporate a quantitative benchmark in this type of
covenant; however, USAID intends 
to monitor the cooperation between research
 
and extension closely.
 

B. Credit
 

Past difficulties experienced with the 
use of agricultural cre,]' ,

finance the acquisition of 
inputs have been described briefly in Part I of
this paper. The single most 
important constraint is that 
a precedent has nowbeen set for acros;s-the-board debt forgiveness in drought years and it will be
difficult to convince farmers that 
credit must 
in fact be repaid. Short-term 
credit for input purchase in rainfed zones is considered to be a particularlydifficult type of credit on which to ensure repayment because farmer incomesfluctuate from one year to the next and in drought years production generallydcline,; so drastically that many farmers, would not have the resources to 
repay.
 

Althou,-h the proposed new Agricultural Credit Bank (CNCAS) will not
initially lend for ferti lizer purchases, it will be expertmen ing awith nneitype of group 11abillty based village qections which may be more ffoe­on 

!n ensurim ('redfl rvpa'ymonIt!;. Experience In other countries 
 has shown "' viilla?,,° ~lo,1 prndiicor g,,roup,. irv an .ifoct Ivi. unit and means of nobili:!i ii 
s,' -ii pr,,e ul, or prompt, rep;yvin t In ca ,!;of Indivf"Itual default. 1e ,I
Aifffcul tf, oreditjith renhurirment it would appear to he sen!;ile to waitfor the results of the rural crvdtt and savtng; itudy before addresnng theIssue of wheth'r or riot to ext,,rd forcredit fertil ter. 

Should the ofproblem ennuring repayment he resolved, there are anumber of argumvr tq in favor of extend trip, credit for fert IIt ze r. First, it isbe I evd t hai t r red i t Ii ,In Importa nt fac tor e,,oni- e ffot
fCert ilo,,r ,;Ine',. farmi'r,; i nd have 

In e ra t Ing I ve domand for 

to low Ca',;h hl ances in Ilay or June when
fertIl I.r i, itr:taIl v purcha,;ed for the- con lng growlng, ;-ea~ion. The study onrural ,'red t ,ird ,;av!nvi ind the igrircii tureI wretor ,rs;e'.;m l (to he
CIfnarr'ed from thl i "V) milloln ,rant) ,ould ,xar.'fne farm budgetsi In varloutsr ,' iit ind for varfIu-, type.,; of I arrn'e to deterrmine whether or riot the lark of,-r-fit t.; Itr.,,- .ini irmport,int f,ctor tir tho demand for IsertIll :.'r. Secoclri, iffort I I I -s,. 1,i 'o',l ,off ctI v.lv , ihv ht;ji l r rat 14 of return on Irrigated crops.111d i,, relatIv#-17 predictable rainfall ,irian i e .. i,. iuffirlernt to allow the
farmer to erpiv ft, ilizer r,'dit oven finr-',.t velv poor yea mu 



USAID intends to opproach the question of credit for fertilizer
 
purchases with caution. Hlowevcr, two conditions precedent related to the
 
disbursement of local currency funds generated from the fertilizer CIP are
 
important in encouraging the formulation of a comprehensive approach to
 

Senegal's agricultural credit problems. No local currency funds are to be
 
disbursed until the GOS certifies that village level cooperatives and producer
 

groups are authorized to have direct access to credit sources. USAID support
 

to the proposed CNCAS shall be contingent on the recommendations emerging from
 
the rural credit and savings study being financed from dollar technical
 
assistance funds.
 

C. Marketing and Distribution
 

1. The Current Situation
 

As pirt of its medium-term Economic and Financial Reform Plan,
 

the GOS has committed itself to progressive privatization of fertilizer
 
marketing. In the context of the World Bank's SAL (which has since been
 

cancelled), the OS relieved SONAR of its fertilizer marketing 
responsibilities and ac,-,ord,2d them to .1e SSEPC. The Senegalese Fertilizer
 

and Chemical Products Company (la Soci6t6 S~n~galaise de l'Engrais et de
 

Produits Chimiques), a private company, is a 90% subsidiary of Entreprises
 

Mini~res et Chimiques. For the current growing season, it is responsible for
 

the distribution of both compound fertilizers produced by SIES and imported
 
fertilizers (urea, KCL).
 

Given the difficulty involved in setting up a network of
 

independent distributors at the national levei in one year, SSEPC is utilizing
 

the services of the RDA's and contracts have bec.r signed with each agency for
 

the maintenance of the following sales depots: 1 , 96; SAED, 38;
'"ODEVt SOMIVAC,
 
62; and SociCt6 des Terres Neuves for market gazdening, 5. In addition, SSEPC
 

has 5 depots of its own.
 

The GOS has not been satisfied with the SSEPC-RDA marketing
 

system for three major reasons. First, the cost of CFAF 25/kg., paid to
 

SIES/SSPEC, is higher than the distribution costs when SONAR was responsible 

for both fertilizer and seeds. Second, the cooperation between SSEPC and the 

RDA's needs to he improved. Third, the COS has decided to postpone the 

phasing-out of SONAR and so in essence SONAR's personnel are now 

,inder-empiloved with the loss of responsibility for fertilizer distribution
 

,M i le th,3se costs cont inue to be asumed by the Government. Hence the GO. [ 
bearing the cot'; required to maintain two separate distribution networks: 

Ole for ,;eeds and one for fertilizer. 

SONAR has a fleet of 500 to (00 trucks at its disposal and 

controls storage for 100,000 to 120,000 metric tons of fertilizer. There are 

35 to 40 intermediate regional storage centers throughout the country in 

addltion to one or two high capacity stores in each region.
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A conclusion which 
can be 
drawn from the one-year experience
with SSEPC is that monopoly rights for 
fertilizer distribution, either 
to the
public or the private sector tend 

Rural Development is currently in 

to drive up the costs. The new Minister for

the 
proc-sc of reviewing alternatives 
to the
SSEPC system. Another important lesson is that 
a fertilizer distribution
network requires time to develop and 
thus depends on 
a certain continuity in
COS policy with respect to marketing. There 
seems to no
be fundamental 
reason
 

why communications between the private and 
public Eectors could not
improved. To be efficient, marketing be
requires a loihg-term investment in humanand material resources.
 

Although further study is 
necessary, it may be 
beneficial to
organize a marketing system involving both public and private sector
participation. 
 The parastatal could conceivably play 
a role of a market
stabilizer while private 
sector competition could provide the necessary
incentive to 
keep prices as low as possible. The feasibility of 
such as
system would depend 
on 
the way in which responsibilities, markets, and regions
were divided between the private and public 
sectors.
 

2. USAID's Conditionality
 

Given the current uncertainty with respect 
to a fertilizer
marketing system, USAID has 
included 
a special covenant whereby, within 12
months of 
project obligation, the GOS 
will present a plan for reorganizing the
fertilizer marketing system including a study of 
the respective roles of
private and public the
sectors. 
 The plan is based 
on a study for which the tn­of reference will be 
drawn up jointly by

with the 

the COS and USAID and should deal
relative costs and benefits of alternative marketing systems taking
into account the specific constraints in Senegal. 
 The following aspects
should be covered. 
 (1) the services, at 
both national and regional le. ls, to
be provide2d by the marketing syst,,m and designation of institutionalresponsl'lities (e.g. training and farmer education, research and liaison withextension services, 
sales management, product selection,

transportation, storage and payment collection); (2) the 

field organization,
 
appropriate COS
policy framework including pricing, credit, taxation, farm technology and
input z5upply, 
and farm produce marketing; (3) means of segmenting 
the
fertilizer market 
to adapt the fertilizer mix 
to regional differences in soil,
climatic factors, cropping patterns and average size of farms; and (4)
selection of specific 
 criteria to allow joint GOS/USAID monitoring of theperformance of 
the new marketing system.
 

The timipr, for tlh study Is crucial. It should be initiated .,;quickly as possible to serve as a basis for the COS reflection on alternativemarketing systems 
for fertilizer. 
With a better understanding of potentialcosts and benefits it 
is more likely that 
the COS will design a realistic
system. A policy framework should also be devised within which the system can
be developed in a medium-term framework.
 

As a means of ensuring that the private sector continues to playa role in the fertilizer marketing process dunring the 12 month periodthe submission of a C03 prior toplan, USAID has Included another special covenant.The COS covenants that it will permit the private sector to import urea tinderthis project directly from the U.S. and
sector that It will reimburse the privatethe amount of the subsidy In a timely manner. The covenant Is alsodesigned to move away from the concept of a monopoly by allowing a number ofprivate firms, not exclu;Ively SSEPC, the opport.nitty to Impcrt the urea. 
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V. Conclusion
 

USAID, in the context of this fertilizer CIP, will be introducing a
 
comprehensive strategy for revitalizing the fertilizer sub-sector in Senegal.
 
The program concentrates on laying a solid basis for addressing the
 
fundamental policy and institutional constraints to be dealt with in a
 
multi-year context. Thus it is expected that following the successful
 
completion of this one-year program, a request for a multi-year agriculture
 
development assistance program will be submitted for consideration.
 

At the end of the 2 ycLtr life of project, USAID intends to achieve the
 
followin tangible results: (1) a minimum subsidy reduction for the price of
 

fertilizer to an average of 40% from the current le,,el of 60%; (2) GOS
 
formulation of a comprehenslie plan for reducing the fertilizer subsidy to a
 

maximum of 25% by Jaouary 1987; (3) a move towards more decentralized,
 
regional-specific fertilizer application recommendations; (4) continued
 
improvement in the coordination between research and regional extension
 
agencies; (5) recommendations from the rural credit and savings study on the
 
role of credit (and the CNCAS) in generating effective demand for fertilizer;
 
and (6) submission of a plan rnr reorganizing the fertilizer marketing system,
 
incluqing specifics concerning the GOS medium-term policy on marketing and the
 
role of the private sector.
 

In addition, the timing of the proposed studies and plans has been
 

designed to maximize their impact on GOS policy formulation and 
institution-building efforts in this sub-sector. Given the implication:; ci 
the proposed 1983-84 IMF standby for the availability of public funds for 
fertilizer subsidies, the unsatisfactory experimentation with an SSPEC-RDA
 
marketing system under the World Bank's aegis, and the new Ministei" for Rural
 
Development's commitment to redefining GOS policy in the agricultural sector,
 
the fertilizer sub-sector is clearly going to require significant reform.
 
Tlhrough USAID's collaborative efforts with the GOS in the context of this
 
fertilizer CIP, the GOS will have a good deal of the analyLic material
 
required to make informed decisions on the restructuring of the sub-sector.
 

The process of negotiating the conditionality associated with the program
 

has been finalized with GOS agreement on all of USAID's proposals. On the
 
basis of these discussions, USAID is convinced that a meaningful and continur:I
 
policy dialogue with the government in this area is i;deed possible.
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TABLE 1 

SENEGAL: AGRICULTURAL PRODUCTIVITY -

Area Cultivated 

in Thousands 


Crop Year of Hectares 


1960-61 977 

1961-62 1026 

1962-63 1015 

1963-64 1084 

1964-65 1055 

1965-66 1114 

1966-67 1114 

1967-68 1164 

1968-69 1191 

1969-70 963 

197C-71 1049 

1971-72 1060 

1972-73 1071 

1973-74 1026 


1974-75 1052 

1975-76 1203 

1976-77 1295 

1977-78 1161 

1978-79 1154 

1979-80 1096 

1980-81 1079 

1981-82 1010 


1982-d3 (estimates) 1121 


GROUNDNUTS
 

Officdal Producer
 
Price 


CFAF/Kg. 


22.5 


22.5 

21.5 

22.5 

21.5 

21.5 

20.5 

18.0 

18.0 

18.5 

19.5 

23.1 

23.1 

29.5 


41.5 

41.5 

41.5 

41.5 

41.5 

45.5 

50.0 

70.0 


70.0 


Rainfall in
 

Millimeters
 

643 Ln
 

789 1
 
862
 
943
 
757
 
681
 
629
 
881
 
576
 
660
 
684
 
607
 
349
 
565
 

583
 
645
 
573
 
415
 
600
 
482
 
436
 
533
 

Production in 

Thousands of 


Metric Tons 


892 

995 

894 

952 

993 


1122 

857 


1005 

830 

789 

583 

989 

570 

675 


994 

1412 

1209 

519 


1053 

787 

530 

878 


1091 


Yield in Kg. 


per Hectare 


913 

970 

880 

878 

941 


1007 

769 

863 

697 

828 

556 

933 

532 

658 


945 

1174 

933 

447 

910 

718 

491 

E69 


973 
 474 



TAr " 2
 

SENEGAL: AGRICULTURAL PRODUCTIVITY - MILLET 

Area Cultivated 
 Production in 
 Official Producer
in Thousands 
 Thousands of 
 Yield In Kg.
Crop Year of Hectares Price Rainfall In
Metric Tons 
 per Hectare 
 CFAF/Kg. 
 Millimeters
 

1960-61 
 762 
 392 
 514
1961-62 15
831 643
407 
 490 
 16
1962-63 789
864 
 424
1963-64 491 
 16
959 478 862
498
1964-65 16
1011 943
531 
 525
1965-66 17
1069 757
554 1
518 
 17
1966-67 681
967 Ln
423 
 437
1967-68 17 629
1155 
 655 
 567
1968-69 1
1054 881
450 
 427
1969-70 
 1037 18 576
635 
 612
1970-71 17 660
966 
 401 
 415
1971-72 18
975 684
583 
 598
1972-73 17
936 607
323 
 345
1973-74 22
1103 349
609 
 552
1974-75 22 565
1145 
 703 
 614
1975-76 26
963 583
621 
 645 
 30
1976-77 645
948 
 507 
 535
1977-78 35
943 573
420 
 445
1978-79 35
1055 415
803 
 761
1979-80 40
924 600
495 
 536 
 40
1980-81 482
1083 
 553 
 511
1981-82 40
1176 436
 
1982-83 (estimates) 

736 626 50
991 533
585 
 590 
 50 
 474
 



Crop Year 


1960-61 

1961-62 

1)62-63 

1963-64 

1964-65 

1965-66 


1966-67 

1967-68 

1968-69 

1969-70 

1970-71 

1971-72 

1972-73 

1973-74 

1974-75 

1975-76 


1976-77 

1977-78 

1978-79 

1979-80 

1980-81 

1981-82 


1982-83 (estimates) 


Are;i Cultivated 

ir Thousands 

of Hectare-


68 

NA 

NA 

NA 

NA 

82 


NA 

NA 

HA 

NA 

88 

83 

54 

64 

85 

87 


89 

63 

91 

82 

65 

72 


68 


TABLE 3
 

SENEGAL: AGRICULTURAL PRODUCTIVITY - RICE 

Production in 

Thousands of Yield in Kg. 

Metric Tons per Hectare 


82 1206 

84 ­
90 


106 --

109 --

125 1524 

125 --

135 

59 --


141 ­
99 1125 


108 1301 

44 815 

64 1000 

113 1329 

116 1333 

118 1326 

63 1000 


146 1604 

113 1378 

68 1046 


103 1430 

95 716 


Official Producer
 
Price 

CFAF/Kg. 


18.0 

18.0 

20.0 

20.0 

21.0 

21.0 


21.0 

21.0 

21.0 

21.0 

21.0 

21.0 

25.0 

22.0 

41.5 

41.5 


41.5 

41.5 

41.5 

41.5 

41.5 

5i.5 


51.5 


Rainfall in
 
Millimeters
 

643
 
789
 
862
 
943
 
757
 
681
 

629
 
881
 
576
 
660
 
684
 
607
 
349
 
565
 
583
 
645
 

573
 
415
 
600
 
482
 
436
 
533
 

474
 



TABLE 4
 

SENEGAL: AGRICULTURAL FRODUCTIVITY -


Crop Year 


1964-65 

1965-6t 


1966-67 

1967-68 

1968-69 

1969-70 

1976-71 

1971-72 


1972-73 

1973-74 


1974-75 


1976-:7 

1977-7 

1976-73 

199-S 

19&3-81 
1981-82 

1982-83 (estirates) 


Area Cultivated 

in Thousands 

of Hectares 


.12 


.39 


1.04 

3.05 

6.45 

9.80 


13.62 

18.32 


20.3t 

28.63 


39.07 


39.21 

43.b4 

47.11 


48.30 

30.91 

29.91 

31.98 


42.01 


COTTON
 

Official Producer
 
Price 

CFAF/Kg. 


NA 

NA 


37.7 

37.7 

37.7 

32.6 

33.0 

30.0 


30.0 

30.0 


47.0 


47.0 

49.0 

49.0 


49.0 

55.0 

60.0 

68.0 


68.0 


Rainfall in
 
Millimeters
 

757
 
681
 

629
 
881
 
576
 
660
 
684
 
607
 

349
 
565
 

583
 

645
 
573
 
415
 

600
 
482
 
436
 
533
 

474
 

Production In 

Thousands of 

Metric Tons 


.04 


.27 


1.15 

3.09 

9.74 


10.83 

11.13 

21.17 


23.38 

32.85 


42.10 


30.68 

45.21 

37.17 


33.80 

26.87 

20.61 

41.01 


47.50 


Yield In Kg. 

per Hectare 


333 

692 


1106 

1013 

1510 

1105 

817 


1156 


1148 

1147 


1078 


783 

1031 

789 


700 

869 

689 


1282 


1131 




TABLE 5 

SENEGAL: OUTSTAN(D1NG AGRICULTU- '!.DEET - ESTIMATES 

(1977-78 to 19F- 83) 

Outstanding Accurtilated 
Principal Interest Costs 

Crop Responsible Purpose of as of July 1983 as of July 1983 

Year Organization Credit (Billions of CFAF) (Billions of CFAF, 

1977-78 ONCAD Seasonal credit for 22.8 13.2 

through purchase of peanuts. 

1979-80 

1978-79 ONCAD Seasonal credit for 17.6 8.7 

through purchase of millet and 

1979-80 rice. 
L, 

1977-78 ONCAD Cooperative debt for 27.3 15.6 

through purchase of fertilizer 
1979-80 and seeds. 

1981-82 CPSP Seasonal credit for 10.5 4.9 
purchase of peanuts. 

1982-83 CPSP Seasonal credit for 11.0 1.1 
purchase of peanuts. 

TOAL 89.1 43.5 
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SENEGAL: SELECTED A(,RIt: LTIIRAL SECTOR SUBSIDIES 

BILLIONS 61 CFA FRANCS
 

1981-82 
Estimates 

1982-83 
EStimates 

198d3-84 
With)ut IMF 
Measurcs 

1983-84 
With IMF 
Heasures 

I. 

2. 

C&SP Subsidy on Export Cropsl 
- Croundnuts 

- Interest costs of outstanding subsidy payments 

OperatlIn Sutsldie, to Rural Development Agencies
SAED 
SODEVA 

SOPEFITEX 

SOMIVAC 
- SONAR 

- Other 2 

9. 
(4.7)
(1.2) 

(3.5) 

7.6 
(1.9) 

(1.4) 
(1.5) 

(0.4) 
(1.3) 

13.9 
(12.1) 
(0.3) 

(1.5) 

9.8 
(2.5) 

(1.6) 
(0.2) 

(0.2) 
(1.4) 

13.4. 
(9.b) 

(0.3) 

(3.5) 

11. 
(3.5) 

(1.8) 
(0.2) 

(0.) 
((1.5) 

(9.6) 

(0.3) 
(1.0) 

9.8 
(1.7) 

(1.8) 
(0.2) 

(0.6) 

3. Subsidies to Cover Seed Stock Costs 

(3.4) 

4.5 

(3.8) 

3.4 

(4.2) 

3.9 

(4.2) 

1.6 
4. Fert-llzer Subsidies 

1.8 1.5 2.7 --

TOTA. SUESIDLES 
24.8 
 28.8 
 31.8 
 22.5
 

Source; 
 1KF and World Bank
 

1. The CPSP stabilizes revenue 
to the groundnut oil-crushing firms and
subsidy to th,,,;e firris when 
to cotton processing firms by paying atheir domestic costs of production are greater than revenue v.srncd from sales on tileworld market.
 

2. Other rural 
develpme.nt agencies include; ISRA, ITA, SODAGRI, SODESP, and STN.
 

http:develpme.nt


TABLE .'
 

SENEGAL: SELECTED FOREIGN EXCHANGE IMPLICATIONS OF TtE AGRICULTURAL SECTOR (1979-1982)
 

A. 	 Eaports
 

Groundnut Products 


Cotton 


Other Agricultural Products 


TOTAL 


B. 	 Imprts
 

Cereals 


Other Food Items 


Sugar 


Fats and Oils 


Chemicals 


Machinery 


TOTAL 


C. 	 Net Foreign Exchange 


-in or Loss (-)
 

IN MILLIONS OF CFA 

1982 

1978 1979 1980 1981 (Estimates) 

23,539 42,254 17,571 9,231 44,650 

4,815 3,528 2,685 2,464 5.170 

1,899 2,480 847 1,086 2,310 

30,253 48,262 21,103 1 52,130 

15,748 20,512 23,879 31,314 29,460 

6,366 6,952 7,611 8,573 8,480 

3,708 3,351 5,369 4,832 2,630 

2.993 2,355 5,150 5,716 5,350 

1,386 1.476 1,315 1,493 1,320 

6,204 6.778 7,035 7,681 7,840 

3 4 50,359 59,609 55,08 

-6,152 +6,838 -26,480 -46,828 -2,950 



--- 

-- 

-- --

-- 

-- --

I L M 

SENEGAL: OPERATIONS OF TiHE 
EQUALI ATION AND STABILIZATION FUND
 
BILLIONS C. CFA FRANCS--


I9PJ- 84 1983-841980-81 1981-82 
 1982-83 Without Price 
 With Price
Actual Estimates Estimates 
 Incrcdses 
 Increases
RICE IPTS
 

1. Export Crops 

0.3 
 0.6
- Citton 0.6 

-- (0.3) (0.6) (0.6)
 

2. Consumption Goods 
 -
 2.3 
 0.7
- Flour 7.1 
- (0.3) (0.3) (0.3)
 

- Rice 
- Vegetable Oils (Peanut and Mixed) ---

-- (2.0) - 26-2(0.4) (2.6)
(0.4) (4.2)
 

3. STAl E - 0.6 


4. Taxes and Levies 
 0.5 
 0.3 
 0.3 
 0.3 
 0.3
 

TOTAL RECEIPTS 
 0.5 
 0.9 2..9 1.6 
 8.0
 

EXPENDITURES
 

1. Administrative and Capital 
 0.3 
 1.8 
 1.9 
 2.0 
 2.0
 
2. Export Crops 
 2.1 
 9.4 13.9 
 13.4
- Croundnuts 10.9(1.1) 
 (4.7) (12.1) (9.6)
- Cotton (9.6)


(1.0) (1.2) (0.3) 
 (0.3) (0.3)

-
Interest Costs of Outstanding


Subsidy Payments 
 - (3.5) (1.5) (3.5) (1.0)
 

3. Consumption Goods 
 7.0 
 3.0 
- Flour (millet and wheat) 
9.7 7.4 0.9
(1.1) (1.5) (0.1) (0.1)
- Rice (0.1)


(1.5) (0.5) 
 - (1.5)
- Sugar 
 (3.7) (2.0) 
 (2.8) (5.8) 
 (0.8)
- Tomatoes 

-- (0.6)

- Vegetable Oils (Peanut and Hexed) 
__
 

(0.7) 
 (5.1) 
 (0.1)
 

4. Other 

- 0.1 

TOTAL EXPENDITURES 
 9.4 20.9 
 18.8 
 22.8 
 13.8
 

NET CPSP DEFICIT 
 8.9 20.0 
 15.9 
 21.2 
 5.8
 

hew..arAu Item:
Exchange Rate (CFAF/S) 
 256.6 
 312.1 
 348.4 
 370.0 
 370.0
 

Source: IMF
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TA-,LE 12 

SENECAL: ESTIMATED FERTILIZER USE AND COSTS FOR 1983-84 
(WITHOUT 1iF M-FASUFfES) 

Type of 
Fertilizer Crop 

Forecast 
(In Tons) 

Sutsid,
(In CFAF/<&J 

Percent 
Subsid. 

Total Subsidy 

(In Mill, nsof CF.y_ 

.7.14.7.7 Millet/Sorghum, 8.00c 74.4 62.3 59!.2 

NpU 

6.20.10 

Croundnuts 4.o00 68.3 60.3 
2 3.2 

NmK 

8.182.7 

Cotton and Maize 7,500 82.2 61.3 616.5 

Oter l __ 3.500 85.0 61.4 297.5 

vrea Cereals and Cotton 10,0,. 76.0 62.8 763.0 

KCL Cotton 5.000 75.0 61.8 375.0 

TOTAL Oa AVERAcE 38,000 76.8 61.6 2917.4 
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1-5 
lfectares 

Per...___Fam 

SENECAL: 

TA' 

SIZE DISTRIBUTIO: 

6-10 
Hectares 

Per Farm 

If, 

OF FARMS BY REGION -

10-50 
Hectares 

rer Farm 

1975 

50-100 
Hectares 

Pe: Farm TnTAL 

Casa.ance 77,000 -
77,000 

Eastern Senegal 38,500 -
38,500 

Flruve 31,000 - 31,000 

Feanut Basin 

(Center) 

57.000 -
57.00 

Fear.t Basin 

(North) 
80,000 - 1,000 81.000 

C) 

Pranut Basin 

(So.Th) 

57,000 20,000 -
77,000 

TOTAL 203,500 137,000 20,000 1.000 361.500 

Source. World Bank Agricultural Survey. 
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TABLE 17
 

COMPARISON OF PRICES PAID BY SIES WITH US MARKET PRICES
 
Prices paid by SIES in 1983 U.S. Market Prices
 

FOB 	 CIF Dakar FOB US Flag Non-US Flag
 

Amonia $170 	 t283 $140 

Sulfur t106 	 $130 ti5 t220 t150 

'CL 	 50,000 FCFA $ 85 200 t130 
- 139 dollars 

Urea (uulk) 2 t125 	 t155 t125 t240 170 

I Secton VI E 3(e) entitled Value of Transaction uses a slightly higher FOB 
price of $iia for sulfur since the prices represent different time periods. 
The actual price will depend on the responses to the IFB's in the fall of 1983. 

2 Urea is in practice imported 	via SSEPC. 
Urea prices are presented here
 
only for comparative purposes.
 

Source: IFDC and SIES
 

TABLE 18
 

COMPARISON OF GOS/SIES ("CONVENTION") PRICES
 
WITH INTERNATIONAL PRICES FOR SIMILAR GRADfES 

CIF 
 CIF Dakar

SIES 
 FOB CIF Dakar Non-US Flag

Convention US Dakar Non-US plus 	 15%
Prices 
 PORT US Flag Flag Customs duty

Formulas S/ton 3 S/ton 
 $/ton S/ton 
 S/ton
 

6-20-10 
 245
 
14-7-7 262 165 	 225
310 259
 
8-18-27 303 
 210 355 
 270 	 311
 

Rate of exchange usedi $I equals 36CFAF
 

Sourcez IFDC.
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CONDITIONS UNDER WHICH IFDC FIELD TRIALS WERE CONDUCTED
 
AND METHOD OF CALCULATING COST-VALUE RATIOS
 

A. Field Trials
 

The value cost ratios which are utilized in this paper have been obtained
 

on the basis of fertilizer nutrient trials, conducted on farmers' fields, by
 
the International Fertilizer Development Center (IFDC) in 1976 and 1977. 32
 

trials each for millet and groundnut were effected in the Peanut Basin under
 
the technical supervision of SODEVA.
 

In addition to crop yield data, records were maintained for plot size
 

variables, such as plant density, daily rainfall, date of seeding, weeding and
 
fertilization, and soil characteristics data. One of the nutrients was
 

applied at varying rates while the other two nutrients were applied at a rate
 
considered to be near optimum. Thus at each trial, yield responses were
 

observed for each of the three nutrients. An elaborate statistical procedure,
 
based primarily on correlation and regression methods, was used to analyze the
 

data on millet and groundnut responce
 

This IFDC analysis has been criticized by the Senegalese Agronomic
 

Research Institute (ISRA) at two levels. First, it was considered that field
 

trials on a two-year period do not give a good enough statistical basis,
 

particularly since the year 1977 received below average rainfall.
 
Consequently, the effect of fertilizers on crops might have been
 
underestimated. Second, the recommendations in terms of formulas proposed 1-

IFDC are based on the idea of maximizing the economic returns to fertilizer.
 

0 

ISRA has another approach, and looks at the nutrient needed to maintain or
 

improve the fertility of the land over a longer period, and consequently
 
recommends higher quantities of fertilizers than does IFDC.
 

However, with these reservations, the IFDC survey is the most recent and
 

be't organized one available.
 

B. Method of Calculating Cost-Value Ratios
 

Senegal is analyzed from two viewpoints:
 

(a) Is fertilizer profitable from the point of view of the farmer?
 

(b) Is it profitable from the viewpoint of the country as a whole'
 

The approaches and the economic returns might be very different, in
 

particular duc to the amount of subsidies Lo the farmer on fertilizer prices,
 

and due to the Government's purchase price of groundnuts which is above the
 

intcrnational export price.
 

The methodology to evaluate these economic returns is straight forward:
 

the value cost ratios generated by the use of fertilizers are calculated. The
 

values will be the increase in yield (Y) resulting from the application of
 

fertilizer multiplied by the Price (Pp) at which the production is sold.
 

The cost will be the number of kilos of fertilizer (F) applied multiplied by
 

the price per kilo of this fertilizer (Pf)
 



Therefore:
 

R =-
Y X Pp 

F x Pf
 

Pp and Pf can 
vary to take into account different hypotheses.
basic information needed is the effect of fertilizer nutrients on 
The
 
crop yield


in Senegal.
 

The general technique used 
to obtain data on 
the relationship between
nutrients and yields is to make a large number of trials over several years
controlling for variables like rain and quality of 
the soil.
these results On the basis of
it is possible, by using regression analysis techniques 
to
determine the curve linking yields and nutrient use.
 

This curve is a function of the shape 
 Y = aF2+bF+c
with Y 
= crop yield in kilos
 
with F ­ amount of nutrient applied in kilos
 

On the bas'is of this curve, and knowing the respective prices of nutrients
and crops, it is possible to make recommendations on the amount of nutrients
to apply in order to maximize the return on investment.
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V. USE OF LOCAL CURRENCY
 

A. Background
 

Local currency generated under this program (13.05 million in CFAF) will
 

be utilized for activities, programs and projects in the agriculture sector of
 
long-term development value. While each of the activities listed below
 
supports the Reform Plan, is of high priority, and has been requested by the
 
Government, changes can be made as mutually agreed as long as the new activity 
meets the criteria and follows the procedures set out in Annex F. A Joint 
COS/USAID Local Currency Management Committee will approve withdrawals of 
counterpart funds from the Special Account at the Central Bank. 

B. The Approval Prortdure 

Briefly, all requests for financing specific local currency activities,
 

prior to being sent to the Joint i/c Management Committee for approval will
 
have obtained the approbation of the GOS technical ministry. Once this step
 
is completed the Joint i/c Management Committee will review and approve the
 
proposal in line with the criteria set out in Annex F. The major task of the
 
1/c Management Committee will be program management in nature rather than 

technical. It will have a'responsibility to examine such Lhings as the 
adequacy of the budget for the level of effort proposed, whether provision for 
quarterly financial and progress reports are clear, and whether evaluations 
and audits have been properly provided. Copies of the criteria will be made 
available to the technical ministries preparing project proposals so that 
these requirements w.ill have been oet prior to submission of the proposal for 
approval.
 

The Government has suggested employing the existing Joint COS/USAID Local 
Currency Management Committee already established to review and approve Title 
III i/c projects for this program. This committee is chaired by the Ministry 
of Plan and has three other members--Finance, Commerce and USAID. The 
Committee, which has been . inctioning for over a year now in its present form, 
is operating successfully. 

C. Local Currency Activities
 

There follows brief summaries of the activities and projects planned to
 

utilize the proceeds generated from the fertilizer imports. Annex K includes
 
more detailed descriptions of the major local currency projects which together
 
are expected to utilize 43.05 million equivalent in CFAF.
 

1. Agriculture Credit and Savings Bank support (CNCAS)
 

With the failure of the Governments's major rural credit manager 
(ONCAD) in 1979, the Government constituted an interministerial group under 

the Prime Minister's office to work on the problem of rural credit reform. 
Most of the Committee's studies were made by or under the guidance of the 
French aid financing organization (Caisse Centrale de Cooperation Economique 
-CCCE) with assistance from the French Agriculture Credit organization. In 

the summary report ("Rapport de Synthese") put out in late 1982, the group 
defined the philosophy behind this new credit institution, and the practical 

approach which was proposed in order to avoid past mistakes.
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One of the principal conclusions was that any 
new credit institution
should he 
free of any undue influence from the Government, in particular as
far as lending was concerned. The present charter calls only for 15% 
direct
government participation and another 15% via its National Development Bank(BNDS). The balance is 
a mix of other donor participation, such as:
(France), CNCAF (France), West 
CCCE
 

African Development Bank (BOAD), BCEAO (West
African Monetary Union), private Senaglese banks, and private 
individuals.
AID has also been asked to participate in the capital formation of the bank.
(A breakdown of various donor percentages Is contained in AnnexG..l). While
not 100% in private hands, the composition of the Board will provide
substantial 
insulation from Government interference, especially at 
the

individual loan level. 

The CNCAS capital has been fixed at 2.3 billion CFAF or about 46.4million. t4.6 million will be requested at the 
time of the creation of the
credit institution and 
the 
rest will be solicited during the second year.
USAID has been asked 
to contribute at three levels: (a) by taking a 10% share
of the capital of CNCAS (.1460,000 at present exchange rates); (b) by
furnishing soft loans to CNCAS for general credit activities; and (c) byfurnishing lines of credit in support of specific activities. (USAIDunderst inds that there is "a proposal in the FY 1984 AID Request to Congress togive !uchority to PRE to take equity investments in institutions of this type.) 

The mandate of CNCAS will enable it 
to lend to a broad spectrum of
borrowers in the rural sector: agriculture, fishing, animal breeding, r.uralhandicrafts, agribusiness, and all activities 
related to 
the rural environment
including trade. In addition, it is expected to attract 
savings from the
 
rural area.
 

Five major types of borrowers are provided withfor: individualscollateral, private firms, cooperatives (usually 10-20 vill]iges), village
level producer groups, and village scctions (single village sub-cooperatives).
(Detailed criteria has been developed 
for each category to guide lending.)
 

Substantial deuentralizalon and control is envisaged by giving localCNCAS agents responsibility for granting credit. 
 It is expected that this
will be more effective because of their knowledge of the local scene. Largerloan requests will bo handled at the regional or national level. 

Because this kind of an organizational structure is new to Senegal,considerable in-country, in-service training will be required at all levels.It is planned to start slowly in order to test carefully the procedures and
organization. 
 Three areas of tle country have been chosen where field offices
will be installed first. 
 The national organization will be set up pending theresults of the testing phase. 
 The full program is expected to take 7 years. 

USAID participation of 31.8 million in CFAF will be contingent on a
positive finding from the dollar-financed Rural Credit and Savings study (seeAnnex I for description of the study). The study will be asked to demonstrate
demand for this kind of credit which cannot 
be met by existing indigenous
sources; and if so, 
can CNCAS potentially make a sufficiently positive

contribution to merit its financing.
 



2. Strengthening village level producer groups (sub-coops)
 

Through the proposed local currency program, USAID will assist the
 
Government in establishing the village sections of the cooperatives
 
(sub-coops) and provide training to farmers and village leaders to enable them 
to effectively manage their local cooperative organizations. The t1.O million 
in CFAF will be used primarily to train farmers, village leaders, and
 
extension agents for a two year period in two regions of the country - the
 
Senegal River Basin and the Casamance.1 The successful implementation of
 
this program will enhance the farmers' management and decision-making 
capabilities in private sector farm business enterprises. It will support the 
development of a solid village level base of organizations through, which other 
government reforms, in such areas as marketing, credit, and provision of 
agriculture supplies, can be implemented. 

Over the last 10-15 years, the majority of the 1953 registered 
agriculture cooperatives, for all practical purposes, have been managed and 
controlled by Government. These cooperatives which group from 10 to 20 
villages were considered ineffective, costly and subject to major monitoring 
errors. The village level producer groups (sub-coops) generally involve only 
one village. Therefore, at the village level, the farmer will have a stronger 
voice in the ,nnagement of his farm business activities. For this to work, 
farmers, vi age leanders, and extension agents will need substantial training 
to be able to effectively handle these new responsibilities. 

The USAID is especially interested in the program since it will (a) 
encourage village level private sector sub-coop business activities, (b) 
enhance the role of the farmer in the democratic decision-making process of 
his local coop, and (c) support the development of a solid village level base
 
of organization through which other Government reforms can be implemented. 

'lie main elements of the program which will be facilitated by this 
local currency project are:
 

- Training of up to 500 extension workers 
- Organization at the village level of 2400 village sections
 
- Leadership training provided for an estimated 14,400 

leader's including village facilitators (6 per village)
 
- Village facilitators (included in; above calculation) trained 

to teach literacy and numeracy to members of the village sections
 

The main impact of this program will be at the village level.
 
Farmers will receive training that will enable them to bettur understand the 
role the village section and cooperatives can play in producing greater 
economic benefits for them. They will be able to understand their individual 
records and accounts, as well as their rights and responsibilities vis-a-vis 
the sub-coop and main cooperative. The program will establish an ongoing 
program of education, functional literacy and nmumeracy. 

USAID deliberately did not include the Sine Saloum region since it will 

be working with village level coops in that region via the PVO project 
(685-0260) and wished to try out both systemL.
 

I 
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(Annex G.2 entitled "Strengthening Village Level Producer Groups
(Sub-coops)" contains a more detailed description of this program and how 	 it 
will 	function.)
 

3. 	 Contingencies and other uses
 

Some $200,000 in local currency will be set 
aside for unforeseen

expenditures 
or priority development activities, projects, 
or programs in
support of the Government's Reform orPlan long-term development objectives.Since the full amount of local currency will not be available before the Fallof 1984, although initial deposits will begin in early L984, this flexibility,which will permit the proposal of new ideas or allow the amendment of old 
ones, seems necessary. (Some possible Illustrative uses might Include. 
 field
studies for water resource development and conservation, reducing crop lossesfrom 	 nematodes, new inconcepts environmental protection, nontraditional
 
energy development and conservation on growing 
 trees with commercially
marketable byproducts, and a marketing study for private fertilizerdistribution down to 
the retail level.) All new or 
revised project proposals
would have theto meet criteria set out in Annex F and be approved by tile
 
Joint 1/c Management Committee.
 

4. 	 Joint Local Currency Management Committee support
 

As stated above, it 
 is expected that the additional workload placedon the Title III i/c Nanagement Committee secretariat will require anadditional $25,000 unnually for the 
next two years. 
 $50,000 in local currency
has 	 been set aside for this purpose. This additional resource will assure thenecessary follow-up and 	 record keeping for the local currency program financed
under this PAAD and other program assistance, -tuch as the ESF funded PAAD. 

5. 	 Land regeneration 

This is a backup project to be coitsldered if the dollar funded studyon Rural Credit and Savings does not 	 report favorably on the need 	 for a creditprogram or the viability of the National Agriculture Bank (CNCAS). USAID hasa project description prepared and could submit it should the need arise. 
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D. 	 Illustrative Local Currency Use Budget
 

a. 	Strengthening Village Level
 

Proiucer Groups (Sub-coops) $1.00 million (350 million CFAF)
 

b. 	 Financial Support of the 
I
Agriculture Credit Bank (CNCAS) t1.80 million (630 million CFAF)
 

c. 	Contingenc.s and Other Uses 
(Fertilizer Marketing Study, etc.) 40.20 million (70 million CFAF) 

d. 	 Joint Local Currency Management 
Committee Support $0.05 million (17.5 millibn CFAF) 

e. 	 Land Regeneration (Back-up 
project -,1.8 million in
 

CFAF - shjuld item b. above
 

not be approved.)
 

Total in dollars and CFAF = $3.05 million (1,068 million CFAF)
 

Use of 1/c for Credit and Savings Bank contingent on positive finding
 

from the Credit and Savings Study team.
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VI. FERTILIZER IMPORT PROGRAM
 

A. 	Objectives
 

There are 4 objectives which can be spelled out for this proposed fertilizer
 
importation:
 

1. 
Influence on fertilizer sector policy decisions
 

Senegal is in the process of reorganizing the fertilizer sector. 
This
grant will allow USAID to influence significantly the decisions taken in
particular on 
two 	key issues: 
 the 	decrease of the subsidy and the privatiza­tion 	of marketing. The underlying objective is that 
through more efficient use
of fertilizers, Senegal. will be able to become more self-reliant in producing food
 
to meet its needs.
 

2. 	Use of local currency
 

The local currency generation will permit support of activities to
strengthen village level producer groups ($1.0 million in CFAF) and support
for the National Agriculture Bank ($1.8 million in CFAF). 
 The 	latter project
is 	contingent on 
a positive finding regarding the need for such an 
institution
in the dollar-financed technical assistance (Rural Credit and Savings) study
provided for in the PAAD. 
 $0.2 million in CFAF funds 
are 	set aside for
contingencies and other priority development projects that may require
financing between now and the fall 
of 
1984 	when the full amount of counterpart
will have been deposited. Also included is 
$50,000 for secretariat support of,

the Joint GOS/USAID 1/c Management Committee.
 

3. 	Balance of payments support
 

As mentioned in the Macroeconomic Justification (Annex K), 
Senegal's
balance of payments situation is serious, and the amount 
of foreign exchange
which will be saved by this grant fcr fertilizer will provide needed relief
 
to 	thc COS.
 

4. 	Indirect balance of payments support
 

The indirect effect on 
the 	balance of payments of fertilizer import
may 	be considered as 
even more important than the direct effects. 
 The 	use of
fertilizer will increase crop production. This increased production

represents either a foreign exchange savings if it 
reduces the amount of
imported cereals, 
or a foreign exchange earning if more peanuts are 
exported.
In Annex V, Table 14 an estimate of tK 
 foreign exchange earnings or savings
has 	 been compliled, indicating that - $4.25 million import of fertilizer'
could generate or save between $7.4 
and 	9.0 million in foreign exchange.
 

$4.25 million for fertilizer imports include the $1.2 
million Section 640C
grant to cover 
the shipping differential for using U.S. Flag vessels.
 

1 



B. Commodities to be Financed
 

Bulk urea and sulfur, chemical components used in the production of NPK
 

fertilizer will be financed under this grant. Specifications for each of
 
these can be found in Handbook 15, Appendix B:
 

- Urea, 46% Grade Page 67
 

Schedule B No. 480.3000
 
Biuret content maximum 1%, prilled
 

- Sulfur, granular or prilled, dry bulk, Page 18
 
to make NPK Grades
 
Schedule B No. 415.1500
 

Empty bags will be shipped with the urea per specifications for
 
polypropylene bags (page 88) and liners (page-89). AID emblems will be
 
required on the bags, plus any additional marking that the GOS may require.
 
1% spare bags of the total bags shipped will be supplied with the shipment, to
 
allow for breakage during handling. 

C. Funding of U.S. Flag Freight Differential (F.A.A. Section 640C)
 

(See Handbook 15, page:2-36, paragraph 2.g.2(d)). 

It is requested that the funds necessary to cover the cost of the U.S. 
Flag freight differential for the 17,000 mt of fertilizer (5,000 mt of sulfur
 
and 12,000 mt of urea), as provided for under Section 640C of the Foreign
 
Assistance Act be granted to the Government of Senegal to cover this cost 
which is estimated to be 175, higher than non-U.S. Flag, or $70 wore per ton. 
Rounded off, this difference comes to 41.2 million. (Section VI.D.2(d) shows
 
how the t1.2 million was calculated.)
 

There follows a justification for the above request:
 

1. Authority for this grant comes from Section 640 C of the Foreign
 
Assistance Act which reads as follows:
 

"Sec. 640C. Shipping Differential - For purpose of facilitating
 
implementation of section 901 (b) of the Merchant Marine Act, 1936, 
(46 U.S.c. 1241(b)), funds made available for the purposes of Chapter 
1 of Part I or for purposes of Part V may be used to make grants to 
recipients to pay all or any portion of such differential as is 
determined by the Secretary of Commerce to exist between United 
States and foreign-flag vessel charter or freight rates. Grants made 
under this section shall be paid with United States-owned foreign 
currencies wherever feasible." 

2. Section 640 is designed to accomplish the following purposes: (a)
 
to relieve the importing country and the end-user of the added cost of the 
requirements of the Cargo Preference Act to ship on U.S. flag vessels; (b) to 
identify the fact that payment of shipping differentials is not assistance to 
the cooperating country but rather support for the U.S. maritime industry; and 
(c) to assist privately owned and operated U.S. flag vessels to secure cargoes
 
under AID financ:nig. Therefore, no counterpart deposit will be required in an
 
amount equal to the shipping differential.
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3. 
 Senegal has serious balance of payment and budgetary pro lems.

Deposit of counterpart in an amount equal 
to the shipping differential is not

required under this grant, and thereby avoids the additional burden that
otherwise would be placed on 
the Senegalese budget, of providing counterpart

to meet the added cost of shipping on a U.S. vessel. (IMF Standby ceilings
have placed severe limits on GOS budgetary expenditures.) Payment of 
this
 
cost under this 
Grant will also avoid significantly increasing the amount ofGovernment subsidy on fertilizer beyond the 
international cost of 
fertilizer.
Further, importing the fertilizer at competitive prices will facilitate the 
task of moving future purchases and marketing to the private sector--an

objective of the GOS and USAID. For example, the privately run CS plant,

which will use the sulfur impcrt has in its charter that it can pay no 
 mo':e
for its chemical imports than the lowest international price. Lastly, payment
of the U.S. Flag shipping differential under this grant will encourage the use
of a privately owned and operated U.S. Flag vessel since no extra costs are
 
incurred in its use.
 

D. Environmental Rationale for a Negative Determination 

The Initial Environmental Examination or IEE (Annex ) concludes thisthat 
program assistance will not have a significant negative effect on the
 
environment. It recommends a 


I 
Negative Determination. 

Some dollars from this grant will be used to finance an agriculture sector 
assessment and a crcdit and savings program study. Local currency generated
will be used to promote cooperative reform measures, 
to stimulate the private

fertilizer distribution system and to reduce fertilizer subsidies. 
 So as 

ensure that on 

to 
the GOS is advised AID environmental concerns, the Joint


COS/USAID I/c Committee will be given a briefing AIDon cnvironmental 
guidelines with such materials as 
Environmental Design Considerations for

Rural Development Projects, (AID Publication, October 1980) and 
a French
 
translation of Regulation No. 
16 and instructed in their purposes.
 

E. Program Implementatlon, Administration and Evaluation
 

1. Program implenentation 

a. Authorized source for fertilizer procurement 

The authorized geographic code for source and origin of all 
commodities and ccmmodity-related services is AID Geogr.phic Code 000, United 
States only.
 

b. Implementation schedule for fertilizer rocurmcnt 

It is planned that this schedule should begin no later than 
September 15, 1983 in order to assure delivery in time for the 1984/85 
agriculture campaign. 



Implementation Schedule
 

Elapsed Days Activity (Fertilizer Procurement)
 
Time Requl red
 

0 -Production schedule finali7ed by fertilizer plant;
 
requirement determined
 

30 30 -TFB terms and conditions drafted and approved by GOS
 
and USAID/Dakar
 

45 15 Max -Draft IFB transmitted to AID/W
 
60 15 -IFB finalized by M/SER/COM
 
75 15 -IFB printed, requirement advertised
 
105 30 Max -IFB available to potential suppliers 
120 15 -Bid opening, approval of awards, L/C issued 
165 45 -Shipment of commodities delivered to U.S. port of exit 
185 20 -Shipment from USA to Dakar
 
200 15 -Unloading and distribution (to plant for blending or 

bagging, to warehouse) 
2. Program adminstration
 

a. Administrative responsibility
 

(I) Government of Senegal 

The guvernment of Senegal (Ministry of Rural Development) 

has designated the Industrial Chemicals of Senegal (ICS) to be responsible for 
imports of fertilizer raw materials which will also have the responsibility of 
monitoring and accounting for the raw materials. 

Urea impo),ts will go directly to the Senegalese Society of
 

Fevtilizer and Chemical Products (SSEPC), for eventual distribution to farmers
 

through the Government agencies responsible for agriculture development 
(SODEFITEX, SODEVA, SAED, SOMIVAC). Since the sales price ts set by the
 
Government annually before the crop season, ICS has a separate contract 
("contract plan") with the Ministry of Rural Development under which the 
Ministry pays the difference between the official sales price and the 
ex-factory plus transportation and handling costs price. 

A special local currency (counterpart) account will be
 

established in the Central Bank to hold the local currency deposited by the 
GOS equivalent to the dolla' Value of the fertilizer imports plus freight on a 
non-U.S. Fla, vessel (t3.05 million). It is planned that the GOS will deposit 
25% of the dollar value when the IFB Is opened and the tenders awarded. The 
balance due (15%) w.ll be deposited no later than 6 months after receipt of 
the shipping documents. Allocation of these funds will be jointly agreed upon 
by the GOS and AID. 

(2) USAID
 

As a member of the Management Committee, USAID/Senegal 
assist in the administration of the Grant, and will monitor the use of the 
local currency account. The REDSO/WCA Legal Advisor it,, providing guidance and 
assistance in drafting the Grant Agreement. 



b. 	 AID procurement procedures
 

One Invitation for Bid 
(IFB) will be 
issued for the commodities,
approximately 3 months before the commodities 

arrival of urea is 

are needed in Senegal. Optimum
in February. The Ministry of Rural 
Development and ICS
will 	determine these dates.
 

The IFB will be drafted by the Supply Management OfficL of
USAID/Dakar. All 
terms and conditions will be with the 
concurrence of ICS and
the COS. The draft IFB will be finalized by M/SERiCOM and approved by AID/W
prior to Issuance. M/SER/CON will: 

-	 Arrange for printing and distribution of the IFB document. 

- Arrange for the appropriate announcements to the fertilizer
trade in the United States theof Issuance of the IFB. 

-	 The bid opening is to be held at 
the Embassy of Senegal in
Washliigton, preferably with 	 a representative of ICS present. If thorepresentative Is 
not impowered to mike procurement decision;, AID/W, ICSrepresentative and the Senegalese Embassy's commercial offlce will 	evaluatebids 	 and cable recommendaltons to USAIIU/Senegal for concurrence by USAID,and 	ICS. Upon receipt of cabled response, SER/COM 
GOS 

will arrrqge with the
Embassy of Senegal for Iwdrd notificatio.ns, 
c,)ntrict preparations and,signing. Successful bidder(s) . ill be instructed to submit performance bondsin place of the bid bonds 
origi n-liv submit-td.
 

- Procurement will 
be on

flag 	

CIF Dakar basis with slhipment onU.S. vessel only in compliance with 'Ar go pref, ronce requirementsRegulation 1, Section 201.15. 	
per AID 

I G;eograplp 
 ic Code (00n flag vessels are
available, 	 not
a determination of nonviIla!ility will he made 	by M/SER/COM/TS,
allow financing of shipment 	 to
 
on non-U.S. fla, vessels. The shippingdi fferenti ii between U.S. and 
ion-U.;. fla; vessel; will paid bybhe 
 a Section
640C 	grant at an estimated $70.00 per ton. M/SIR,/(). will confer with theDepartment of Transportation to determine the exact rates at the time of

tender opening.
 

- To initiate payment procedures, the CIS will submit
Financing Requestu (AID Form 1130-2) to l'SAID)/Dakar for transmittal to AID/W,to cover payments, for Bank Letters of Commitment for the purchase offertilizer and components, and for ocan transportation. Alternatively, theGOS may request the US,\II) to arrange, tlrough AID/W for Issuance of DirectLetters of Commitment to supp l ers 

http:notificatio.ns


1 

c. Value of transaction
 

Below are estimated costs of urea and sulfur, and the
 
recommended amounts to be procurred. The exact costs, especially the freight
 
component, vary and can be determined only at time of tender.
 

Product Amount Estimated Cost Total Cost
 
_mt 
 F.O.B. U.S.1/mt (U.S.3)
 

Urea 46% bulk 12,000 140 1,680,000
 

Bag I (242,400
 
at 1.50) 121,200
 

Sulfur, bulk 5,000 115 575,000
 

Shipping rate
 
via U.S. flag
 
vessel 17,000 110 1,870,000
 

TOTAL 4,246,000
 

Empty bags, capacity 50 kg., per AID specifications, will accompany
 
shipment. Quantity includes 1% extra to allow for damage in handling.
 

Freight differential Is estimated as follows:
 

U.S. flag rate, 17,000 mt at $110/mt equals tl,870,000
 
Non-U.S. flag rate, 17,000 mt at 140/mt equals 680,000
 
Freight differential equals 1-i-97
 

The -hipping differential between U.S. and non-U.S. flag vessels will be 
paid by a Section 640C grant at an estimated 70.00 pcr ton. M/SER/COM will 
confer with the Department of Transportation to determine the exact rates at 
time of tender opening.
 

d. Commodity arrival, discharge and delivery
 

(1) Port facilities 

Most of Senegal's internatfoial traffic is via Port of 
Dakar, which Is capable of hanidling ainy size vessel and is equipped for bulk 
or liner cargoes. The por. Is located at latitude L40 degrees 4 seconds North 
and 17 degrees 24 ;,.ond West, The safe harbor has an entrance depth of more 
than 10 m (14 In',t). The Port of D)akar ia,; 21 berths for general 7argoes, 
water depth al ongsIde ranes from 6 1/2 to 10 m. Dakar Is 3,976 na', ical 
miles from Tampa witi in ,;tfmat od steaning time (17 knots) of 9.8 days. 

(2) Hand InI) ,ti blagg"In, 

A; bulk ,ul fur IN us;ed as a raw material for the production 
of lertilizer, no baggilng ,H',ratton will he needed. Bu lk product s can be 
Imported by up to 30,0000 It s h ipment.;, and are normal ly unloaded from the ship 
by ship' s lam shells. The AIK and SOCOPAO c ompainie; have had experience In 
handling and transportL g bulk uaulfur to the fprtIllzer plant for many years. 
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MATERIALS FLOW CHART
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For unloading and bagging the shipment of bulk urea, SSEPC 
has indicated that the product can be off-loaded from the ship, via conveyor, 
at the rate of 5,000 mtpd. At the port, 30,000 mt of storage capacity is 
available. The bulk urea will then be trucked to SSEPC for bagging and 
storage, where there are ample facilities.
 

(3) Distribution 

SSEPC has direct contact with its sales depots on a 
continuing basis. In addition, the outlets of the Rural Development Agencies 
will procure fertilizer with their own network of outlets. A;Tiplc trucks are 

available fromi RDA's, SSEPC and other private sources for transport to the 

regional stcrage areas.
 

SSEPC will ship bagged urea in lots of 10 tons directly to 

sales depots and will collect the official price of the product. It is 

estimated that at least 10,000 mt will be utilized during the 1984 crop year. 

As a reserve stock, it is planned to store 1,000 mt in the SSEFC warehouse, 
and a minimum of 10 tons at each of the 100 sales depots, in order to ensure 
against lce arrival or nonavailability to farmers. 

The tra nsportation network in Senegal is adequate for 

serving this area of Africa. Only short distances are traversed between most 
areas. Most of the 14,000 km of roads and 1,032 kam of railway lines are 

connected with Dakar. About 58% of the roads are either paved, gravel, or 
earth all-weather roads.
 

A main railway line 660 km long originates in Dakar and 

extends to Mali. A northbouad branch line connects Dakar with St. Louis (290 
kin) and also branches off to provide access to Linguere in north central 

Senegal.
 

The World Bank has loaned US $19.3 million to Societe 

d'Exploitation Ferroviaire des Industries Chimiques du Senegal (SEFICS), a
 
majority-owned subsidiary of ICS, for the support of the ICS fertilizer
 
project. This money is to be spent for (a) upgrading and renewing about 6 km
 

of siding track serving the ICS plant at M'Bao; (b) constructing terminal 
track works at M'Bao, Darou Khoudoss, and the Port of Dakar; and (c) 
procuring, operating, and maintaining 3 mainline locomotives, 3 shunting 
locomotives, and about 30 hopper wagons; and (d) constructing and equipping a
 

workshop at Darou, Khoudoss to maintain the locomotives and wagons. 

In addition to overland modes of transport, about 1,500 km
 

of waterways are seasonally navigable. Water movement i not heavily relied
 
upon. 

Transportation rates vary within Senegal, depending upon
 

the mode and extent of infrastructure development. Truck rates are extremely
 
sensitive to road conditions. From Dakar, some government agencies transport
 
their shipments by a railroad/road combination to village storage. The rail 
wL'gons can carry 20, 25, and 30 mt lots. The railroad transport costs are
 

variable and are established on an individual contract basis. 

Fertilizers that are transported b/ private trucks (20-mt
 

lots) frow Dakar move at a rate- of 16 CFAF/mt/km. Secondary transport by 
truck (10 mt lots) from railroads to village storage costs 22 CFAF/mt/km. The
 
cost of handling each transfer of fertilizer In 50 kg bags is about 1,600
 
CFAF/mt for off-loading and loading.
 



(4) Storage
 

Storage does not 
seem 
to present a serious problem. Joint
 use of retail (village level) facilities for both grain and 
fertilizer is
customary. USAID provided 30,000 MT of 
 such facilities in addition to those
built by 
the Title III program. Fertilizer, when properly bagged, 
can be
stored outside on dunnage and under 
a tarp during the period from November
until May. This is during the period when stocks 
are built up at the village

level.
 

The Ministry of Rural Development via SONAR has under itscontrol storage for 100,000-120,000 mt of fertilizer. An argument can be madefor SSEPC to use these facilities as well as the RDAs (Rural DevelopmentAgencies). There are 35-40 intermediate regional storage centers tQr~ughoutthe country ii addition to or high capacityone two stores in each region.Storage capacity of these centers ranges 
from 100-2,000 mrt, the largest being
in the regional capitals. The system has moved 
as much as 106,000 mtpy
recently as 
1976. SIES can produce NPK products at the raL. of at Least 
as
300mtpd. 
 The plant has storage capacity for 30,000 mt 
of hagged fertilizer
 

products. 

3. Program Monitoring and Evaluation 

a. The project manager will ensure prepar,!tion of a monitoring planthat will provide quarterly and annual reports by project on implementationthe grant. The reports will be 3esigred to provide information to GOS and 
of 

USAID on the composition and arrival of conmodity imports, the generation oflocal currency, the establishment of 
local currency accounts, and on

disbursements, by the GOS and USAID. 

b. The USAID iconomic Unit will keep under continuous review themacroeconomic aspects thisof grant and will further monitor the GOSperformance in themeeting conditions, covenants and agreedtargets betweenthe IMF and the GOS in the extension of the Standby agreement and with theWorld Bank in the Structural Adjustnent Loan. Quarterly reports will be madeto the USAID Director of the results of the monitoring, or more frequently

should developments 
 make it desireal'e. 

c. The Joint GOS/USAID i/c Management Committee (in addition toapproving proposals for I/c financing, see V.B. above), will carry out an
annual joint review for the purpose of establishing, reaffirming and/or
altering priorities governing the ofuses funds and reviewing achievementsagainst plans. The USAID project manager will call on USAID resources for anyadditional help and guidance he needs for this evaluation meeting. 

Following the meeting, the project manager will prepare anassessment report. The annual meeting will accomplish the following 
objectives: 
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(1) 	Assess the import component of the program, including types
 

of commodities, rate of import inflows, and rate of
 
generation of local currency.
 

(2) 	Review and make any adjustments deemed necessary for local
 

currency funded activities.
 

d. Based on the information obtained from the exercises described
 

in b and c above, seuior management of the USAID will meet annually (or more
 

often if required) with their counterparts in the Senegalese government to
 

discuss balance of payments, other macroeconomic issues, progress of the
 

Economic Reform Plan agreed with the IMF and the Wor].- Bank, etc. This annual
 
policy level review and evaluation will provide a ,c i:d basis on which the
 
USAID can recommend to AID/W further project and program assistance. It will
 

also provide a concrete opportunity for the USAID to er'courage the government
 
to take the specific but difficult policy actions needed for the success of
 
the Economic Reform Plan, and to achieve their goals in the agriculture sector.
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VII 
 ADDITIONAL CONSIDERATIONS
 

A. Import Market Analysis
 

With the GOS's commitment to stabilize crop prices, and develop a firm
policy toward availability of credit to the farmer, it 
is predicted that
fertilizer use will increase at an annual rate of from 8% to 12% 
over the next
 
several years.
 

The maximum potential demand for fertilizers for nutrient replacement in
the next crop season is estimated to be 212,417 mt, 
per chart, below.
Estimated effective demand, according to the SSEPC is 38,000 mt.
 

Projections of Potential Demand For Fertilizer Material by Crop
 
Senegal, 19-3/84
 

Crop 
 Potential Demand 
 Distribution of
 
(mt) 
 Fertilizer Products
 

(% of total)
 

Groundnuts 
 85,000 
 40
Millet 
 95,537 
 45
Rice 
 18,700 
 9
Cotton 
 7,680 
 3.6
Maize 5,500 
 2.4
 

A conservative estimate of potential 
urea 
needs is about 70,000 mtpy. The
entire amount must be 
imported, since it 
cannot be produced in Senegal.
(Refer to Table 13, Annex E, "Economic, Technical and Financial Justification
 
for Fertilizer Imports.")
 

5,000 mt 
of sulfur will be utilized to produce about 20,000 
- 25,000 mt of
NPK grades of fertilizer. 
 Depending on the specific grades produced, the
total use of 
NPK grades is estimated at 115,000 mt. 
 All sulfur requirements

must be imported, as there is no local 
source.
 

B. U.S. Trade Statistics
 

The only indigenous component for NPK fertilizers is phosphate rock.
other raw materials are imported. 
All
 

These include ammonia, sulfur, and
potassium chloride. Presently, the U.S. is not 
a traditional supplier of
these materials. Ammonia is 
supplied from England, while sulfur comes 
from
Poland, and potassium chloride is Imported from Germany. 
 Both sulfur and
potassium chloride are 
readily available from the 
U.S.
 

The latest trade statistics available from the 
U.S. Department of Commerce
and from the Chamber of Commerce of Senegal are 
for CY 1981. Imports from the
U.S. were valued at $42 million, or 
8% of all GOS imports. Some $27 million
or 63% of U.S. source imports was 
for food products. No fertilizer was
imported from the U.S. in 1981. 
 Imports from the U.S. 
are second to France,
which provides approximately 40% of all imports. 
 While annual amounts vary,
there should be ample opportunity for this modest commodity import program to
 
succeed.
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C. Absorptive Capacity 

In the last 5 years, U.S. exports to Senegal have varied in a range
 

between 40 and 60 million dollars. However, as mentioned earlier, more than
 
60% of these amounts are agriculture products.
 

Still some 15 to 20 million dollars worth of nonfood products are imported 

from the U.S. each year. The 4.25 million import of fertilizor components 
(urea and sulfur) represents therefore between 20 and 30% of U.S. nonfood 
imports. This should be feasible from a financial flow point of view. Based 

on estimates of the Sentgalese government and private sector firm for
 

distribution (SSEPC) the fertilizer market can absorb 12,000 tons of urea and
 

5,000 tons of 3utfur. In the past, fertilizer has not been a traditional 

import from the U.S., and will therefore present new opportunities for U.S. 
exporters.
 

The potential market for urea as explained in Annex F, on fertilizers, is 

over 45,000 tons a yar. The copsumption in 1982/83 was around 12,000 tons. 
However, the limitation was nor on the demaqd i0e, but on the supply side, as 
the Government was unable to pay for a larger consumption of urea in the 
country. One advantage of urea I; that it is applied after the plant is 
already partly developed, at a time when it is possible to foresee tihe results 
of the season. If rains are infrequent, it is not worth applying urea, but if 
the rainy season is normal, the increase in plant size and yield due to urea 
are spectacular. Thi: explains why Scnegalese farmers are readily prepared to 
buy urea. One frequent problem though is to convince them that urea Is not to 
be applied alone. 

An import of 12,000 tons of urea will therefore cover the estimated yearly 
consumption of this product in the present context of Senegal, but should be 
largely below the potential demand for the product. 

Sulfur is needed to ,roduce sulfuric acid for the composition of compound
 

fertilizers. 5,000 tons of sulfur will therefore be needed for the
 
fabrication of 20-25,000 tons of NPK.
 

During the 1982/83 season when fertilizer consumption was the lowest in 

Senegal for more than a decade, the consumption of NPK was about 15,000 tons. 
However, when the new fertilizer plant, ICS, begins operation in 1984, the 

needs for sulfur will be about 50,000 tons or more per year, to produce 
phosphate fertilizer for export. 

In summation, the Senegalese economy is fully able to absorb this amount 

of fertilizer imports with no difficulty. 

D. Impact on U.S. Balance of P.pyments 

The short-term impact of this grant on the U.S. balance of payment 

position is negligible. 
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E. 	 Relationship to Overseas Private Investment 
Corporation (OPIC) and U.S
 
Export Import 
Bank 	Activities
 

I. 	 OPIC
 

OPIC's insurance coverage in Senegal is 
not 	significant.
 

OPIC Insurance Exposure in 
Senegal
 

(September 1982)
 

(.1000)
 
Inconvertibility 
 Expropriation 
 War
 

Current % of 
 360 
 5007 

worldwide exposure 	

3792
 
0.03 
 0.21 
 0.18
 

Maximum under 
 7612 
 7674 
 6460
contract % of 	world- 0.28 0.20 
 0.19
 
wide 	exposure!
 

Pending applications 
 5226 
 7948 
 7948
 

2. 	 Export-Import Bank
 

The 'ixport-Import 
 Bank has several loans in Senegal totaling $17million at the 	end of 1982, mostly with the GOS. Part of 
the reimbursement

these loans has been rescheduled recently. 

on
 

The 	 proposed fertilizer CII' will not 	 overlap withBank activities 	 the Export-Importin Senegal. 
 Howevcr, AID will continue 
to coordinate closely
with 	 the Bank and the American Embassy, Dakar to assure that 	 the AID grantdoes 	 not finance items which the Export-Import Bank has already agreed to
 
fina nce.
 

F. 	 Internal Financial Effects
 

Given the small 
 amount of local currency generated and inserted into 	theGovernment budget, and 	 given the length of time (1 to 2 years) to expend the
local currency, no measurable 
 internal financial effect is expected. 

G. 	 Past Performance a nd Current Status of Nonplroject Import. Prog ramis (PL-480
Title Ill) 

1. 	 ObjectIvets
 

The purpose of the three-year 
 (FY 	 1980-82) $21 million Titleprogram was 	 IIIto 	 provide encouragement to the GOS In key policy areas.specific 	 Thpolicies being supported were (1) 	decentraliz,lon
development through special ization 

of agriculture
of the regional development agencies (RDAs)on extenson services, (2) strengtheting the 	 role of viflage sections,management 	 (3)and 	 conservation of na tural resources, and 	 (4) review of marketingand 	 pricing policleis. A one yvcar 	 extension Is proposed for FY 1983. 
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In FY 19e? this program, along with two other program activities (the 
ESF funded CiP 685-0262, and the SDF funded fertilizer import program 
685-0249), will provide substantial BOP support, and within the framework of 
the IMF/I3RD/GOS econovc plan encourage the COS to make those difficult 
economi, and social decision; necessary for success. 

Title Ill local currencies have been used to support policies that 
are consistent with the GUS Economic Reform plan and with those of this 
program. They are as follows; (1) agriculture policy studies, (2) 
construction of cooperative storage, (3) physical infrastructure for 
decentralized agriculture research, (4) phvsical infrastructure for rural 
technical schools, (5) dune fixation, and (6) a s:allt agriculture development 
fund. In January 1983, an evaluation of the PL 480 Title II program was 
conducted demonstrat ng that the GOS has proven its capability to pLan, 
manage, and evaluate nonproject Import programs. 

2. Usage of commodities 

The rice which is imported under this program is purchased using a 
letter of credit/commitment system, with USDA's Commodity Credit Corporation 
funds. The COS also must set up letters of credit for, and arrange, the ocean 
transportation. The rie is sold into the commercial market and funds are 
deposited in a :pecia Account.
 

The GUS agency responsible for this is the Price Equalization and 
Stabilization Fund (CPSP), who imports all commercial Lice. They arrange for
 
the purchase of the rice in the U.S., and its transportation, arrange the 
letters of credit, receive, store and sell the rice, and deposit the proceeds 
into the Special Account. As a result of a previous evaluation, it was found 

that the CPSP is the only entity which has authority to deposit funds in the 
Special Account for Title Ill proceeds. 

The CPSP Is competent to undertake its functions and has performed 
reasonably well, except for one problem. The rice imported has been at a 
price and at a dollar-CFAF exchange rate which has made it difficult-to­
impossible to sell at a price which would cover all their expenses (special 
account, transportation, handling, etc.) and still be at an acceptable price 
to the consumer. Even after lowering the price to slightly above that of 
commerical import,;, the pace of rice sales Is too slow to provide sufficient 
funds to the Title IlT activities when they are needed. This has resulted in 
two problems: slowdown in flow of funds in activities and a shortfall in 
proceeds. 

3. Usage of local currency generations 

As mentioned above, under Title I1, the activities to be funded with 
local currency proceeds were desig ned as part of the total Project Paper. 

Each activity has a separate account to which funds are deposited 
from the Special Account. Each activity has a yearly budget, and normally 
disbursements are scheduled quarterly. (Not the actual practice because of 
lack of proceeds). The Management Committee, comprising a representative of 
the Ministry of Plan as Chairman, Minister of Finance as Permanent Secretary, 
Minister of Commerce and USAID, approve the budgets, review progress and 
requests for funds and have solo authority to disburse funds from the Special 
Account Into the prhject accounts. 
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One of the problems which has caused confusion has been the initial
LOP budgets set only in dollars. Activity managers were not 
exactly sure the
CFAF amount they were 
allotted and mistakenly assumed that, 
as the exchange

rate increased, their activity budgets would also 
increase. As 
the result of
an evaluation recommendation, activity budgets have been set 
in CFAF. Thereremains the problem of possible "windfall" proceeas due to increase with theexchange rate. In discussions, the concensus was 
to have a shelf-item
activity which could be used if extra funds do become available and use anywindfall as contingency for the portfolio. At present, a shortfall is not
 
anticipated in the account.
 

4. Current status 

The first Title III program was 
for three years (FY80-82), amounting

to 21 million. To order to avoid 
a gap in support, in FY83, a one-year, t
million, extension to this initial Title III 
program is being proposed. At
this time, It is anticipated that commodities under this extension will be
sorghum and rice. This extension will give the GOS and USAID the time
investigate the 

to

best solution to the problem of commodity and vehicle (Title I
or Title 1ll) in the future. 
 The time will also be available to develop a
coherent package of policies and 
projects for 
a Phase II Food for Developmentprogram, a package that will fit into the coordinated mosaic of other U.S.

bilateral assistance (ESF, SDF, etc.). 

Th three-year Phase I1 Food for Development program is targeted forFY84-86, at Vi0 "illion per year, for a total of 430 million. Based on
experience gained during the FY83 extension, commodities might include
 
sorghum, rico and some wheat. 

5. Conclusions 

There has been one main problem with Title III: PL-480 rice (20%
broken) is too
generally expensive and not similar enough to Senegalese
consumer habits. 
Other problems of management have been ironed out throughthe annual evaluation recommendations and yearly agreement amendments.
 

The Title 1II program has demonstrated that a commodity importprogram is viable in Senegal. The GOS has the potential both for importing,selling and depositing local currency proceeds from the U.S. commodities, and
for implementing activities with those proceeds.
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VIII. BACKGROUND DESCRIPTIONS
 

A. Political Framework
 

Senegal is a nonaligned, moderate, functioning democracy now in its 

twenty-fourth year of independence. Following nearly 21 years of development 
under the leadership of fomaer President Leopold Sedar Senghor (who retired in 
1980), Senegal in February 1983 held its first seriously contested multi-party 
elections with 5 parties competing for the Pr 6idency and 8 parties presenting 
slates for the 120 seats in the National Assembly. Acting President Abdou 
Diouf was overwhelmingly elected as President to his first full term in office 
with 84% of the vote, and his socialist party (PS) captured III out of the 120 
national assembly seats. Over 50% of Senegal's voters actually went to the 
polls, and the elections were carried out in a quiet and orderly fashion 
throughout the country. This is indeed a historic event not only for Senegal, 
but for Africa as a whole (especially.' when one considers how few multi-party 
states arc left, and of these, how few allow free elections. Senegal is 
probably unique in this regard.) With this election, Senegal established its 

credentials as the leading demojcracy on the Continent. 

This strong win at the polls should help the govertunent face up to the
 

vital, but difficult decisions ahead in overcoming its economic problems, many
 
of which are structural. These decisions will require courage and firm
 
political will to carry out. The Government of Senegal has already
 
demonistrated its political will over the last two years and willingness to
 

take tough decisions when it stopped all agriculture credit, raised prices of
 
millet and groundnuts, increased taxes on imports, such as rice, sugar,
 
cooking oil, and gasoline, reduced fertilizer subsidies, abolished one rural
 
development parasatal (ONCAD), anti reduced personnel in two others. These are
 
only a few of the major reforms. However, as important as these actions are,
 
they are only initial steps on the long road ahead. Senegal's economic and
 
social difficulties are indeed grave; however, its strong commitment to
 
democratic practice and the rule of law bodes well for the nation's ability to
 
face up to these challenges.
 

On the international scene, Senegal has been a positive force for
 

moderation and reason. It has worked closely and effectively with other
 
moderate states in the UN and other forums. (For example, Senegal is the only
 
black African sta'te which provided military personnel as part of International
 
Peace keeping forces in Shaba, Lebanon, Chad, and the Sinai.) Senegal has
 
been in the forefront of mocerate African nations trying to contain Libya's
 
aggressive actions in Africa, and has played a key role in the OAU and other
 
Pan African forums. Senegal, in July 1981, was instrumental in putting down 

the arxist-inspired coup attempt in the Gambia.
 

Senegal's geographic location on the western most tip of Africa has a
 
special interest for the United States, and is of significant strategic 
importance in world terms. Senegal demonstrated this importance in World War 
II and in the Falkand crisis in 1982. Dakar serves as the only emergency 

landing site for the NASA space shuttle immediately after launching. Senegal
 
has among the best air, seaport, and communications facilities in West Africa.
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Within its West African subregion, many of Senegal's neighbors are
politically insecure, and the country represents an island of stability and
moderation. 
The GOS has been an active and highly regarded member of the
CILSS and in working with the Paris Club. 
 It is therefore in the U.S. and
other friendly countries' self-interest 
to help Senegal preserve its moderate
views and democratic tradition. 
 Not only is this help vital to Senegal's
ability to continue its 
own progress, economically and socially, but 
it will
also set 
an important example for its immediate n:ighbors and the West African

sub-region as a w:.ole.
 

As further testimony of the importance of Senegal 
to 
the West in general
and the U.S. in particular, over the past four years a number of senior U.S.Government officials and Members of Congress have called in Dakar. Thesevisitors have included both Vice Presidents - George Bush and Walter Mondale,

and former Secretary of State Alexander Haig.
 

To sum up, 
Senegal's influence as a nonaligned country extends well beyond
its borders, and because of its mature, centrist posture, and 
its quiet but
effective role in international affairs, it 
is held in esteem by many less
developed countries, Western Europe and the United States.
 

B. 
Government of Senegal Development Setting and Strategy
 

1. Background
 

Senegal's economy has been generally declining since the great
drought of 
1973 which followed five years of substandard rains. In the
ensuing years of that decade, the fragile and rebuilding Senegalese economy
again shook under tremendous strain, 
this time as a result of:
 

a. 
 the sharp fall-off in world prices for peanuts and phosphates,

two of which were 
then the country's principal exports;
 

b. rising import prices 
for food and manufactured goods as well as
 
for petroleum; and
 

c. 
 an overly ambitious and relatively unproductive public

investment program coupled with extensive government

intervention in the *conomy.
 

1y 1977, the slide began to 
assume crisis proportions. Severe
drougnts during three of the four years, 1977-81, adversely affected cerealsoutput and drastically reduced the production and exports of peanuts, the
backbone of the economy. The four year average In these years was 22% belowthe twenty year average. As Senegal's foreign exchange earnings fell sharply,
the real GDP per capita declined over the period by an estimated 18%. 

In an effort to cushion the adverse Impact on conwimption and publicinvestment, the GOS turned to heavy foreign borrowing and subsidizing ofconsumer imports, forgiving farmer debts, and Increasing governmentemployment. As a result, In 1981, Senegal's foreign debt reached over 60% ofGDP. Debt servicing would have required 28% of export earnings If not foremergency debt rescheduling. The current account deficit reached 
a high of
18.1% of GDP in 1981 (up from 3.6% In 1977). Projections for 1983 were 
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somewhat better with an estimated current account deficit of 10.2% of GDP.
 
Domestic savings turned negative and, nonetheless, real per capita consumption
 
fell. Domestic savings showed a modest improvement in 1982 rising to 3% of
 
GDP. In short, even with some modest improvements Senegal was facing its
 
worst economic and financial crisis since Independence in 1960.
 

The GOS response was the adoption of an Economic and Financial 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
 

I
assistance 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 th& role of the public and parastatal sector, so as to enable it to
 
operate more efriciently in defined areas, and at reducing the constraints on
 
private sector production and marketing activities in agriculture, industry,
 
and ser vices. The Reform Plan constitutes the principal framework and
 
reference point for assistance of all major donors to Senegal. The principal
 
monitors of Reform Plan progress are the IMF and World Bank.2
 

2. Ariculture sucto 

Seventy percent of the population of Senegal lives in the rural
 
areas. In a normal year this population produces agriculture products
 
(principally peanuts) accounting for more than half of the country's total
 
export earnings. In fact, in 1981, more than 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 sector is provided for in this PAAD3 (the last assessment being
 
the World Bank study issued in 1979), the principal problems are described 
below.
 

a. Water shortaej, and irregulariries
 

In the short term, insufficient rainfall is the most significant
 
factor influencing agriculture development in Senegal, followed closely by
 
government policies which have served as disincentives to production. For the 
crop years 1979/80 and 1980/81, rains were well below the long-term average, 
in some areas less than 5T? of the norm. Farmers subsisted on a combination 
of their meager yields and stocks accumulated in the good production year 
1978/1979. In 1980'981, poor rains led to near complete 

1 See Annex L,,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 Structutal Adjustment loan of $60 million. 

See Annex IHfor a description of the dollar-financed basic study entitled
 
"Assessment of the Senegal Agriculture Sector."
 

3 
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failure of the peanut crop, placing extreme pressure on the GOS to maintain
 
crucial food and import levels. 
 As a result of depleted food reserves in
 
villages and households, 
limited peanut seeds of good quality, and frustration
 
over marketing through cooperatives, the area planted for the 1981/82 peanut
 
crop was approximately 10% below normal. 
 In 1982/83, the rainfall was

adequate yet food production 
was down due to a variety of reasons, including

inadequate fertilizer use. 
For this 1982/83 crop season, crop growth or
 
yields: peanut production was 891,000 tons (vs. 
790,000 the previous year),

millet was 497,440 tons (vs. 736,000 tons), and paddy rice was 
105,225 tons
 
(vs. 103,000 tons). 
 While 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 depletion 

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 soil material. A portion of the plant
needs have been traditionally "supplied" by leaving the land in fallow. There
 
are local norms for different soils and crops allowing for I or 2 years of
 
production after fallow periods of 
3 to 20 years. However with Increasing

population and greater demand 
for agriculture production for food and
 
commerce, the periods of fallow have 
been shortened or eliminated so that
 
farmers are 
now "mining" the soil nutrient resource. In some zones, farmers
 
have reduced this effect somewhat by crop rotation and the 
use of animal
 
manure when it is available. 
 Neither of these practices compensate for the

demands for high yields 
so that signs of nutrient deficiency can be observed

in field crops. The IFDC has estimated the plant nutrient removal in air
 
average year at 30,222 tons of N, 11,383 tons of P2 0 5 , 
 and 46,834 tons of

K2 0. Using current grades of fertilizer materials, it would be necessary to
apply more than 250,000 tons of comnerical fertilizers to replace these
 
nutrients. The critical deficiency 
 in soil nutrients is impressively
demonstrated by fiold 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 years, the peanut crop accounts for 40 to 50% of 
Senegal's annual export earnings, which now exceed a total of 0370 million. 
Because of a lack of water, irregularity In distribution of impro 'ed and 
maintained seed varieties, reduced fertilizer use and poor management of soil 
resources, increased volume of peanut production is not promising. Further,
since millet and sorghum, the subsistence staples of the rural populations, 
are usually planted by the same farmers who plant peanuts, competition for
land Is another source "f limilation to peanut production. Finally, the COS
is also reluctant to Increase its dependence on the peinut crop, given future 
projections in the world oillseed market which Indicaty' that competition from
other types of oil make Senegal's products less attrictive. Consequently, the
GOS has turned to the Senegal River Basin and the Casamance region to develop 
and increase food production in general and rice proluction In particular. 
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The agriculture sector in Senegal also includes significant
 

livestock production in the northern and eastern pastoral zones as well as
 

cotton production In the eastern and southern zones. Commercial fruits and
 
vegetables exist in , i regions of the country for local fresh markets, though
 

these 	enterprises are of modest consequence in the economy of the agriculture
 
sector. The GOS also wishes to seriously examine the ways and means of
 
diversifying production in the Peanut Basin to include maize, soy beans,
 
leguminous crops, and vegetables over the next ten years. However, for the 
next 	decade at least, Senegai is likely to remain a basically mono-crop
 
country, its fortunes hound! to its peanut fields. 

d. 	 Malfunction of agriclture institutions: Regional Development 
Agencies and cooperatives. 

The institutional support structure of the agriculture sector
 

has been largely influenced by the Regional Development Agencies (known as
 
RDA's)
 

(i) 	 SociMt d'Amenagement et d'Exploitation des Terres du 
Delta (SAED-Senegal River Basin Region); 

(2) 	 Socit6 de Developpement et Vulgarisation Agricole (SODEVA
 
- Peaniht Basin);
 

(3) 	 Socitj pour la Mise en Valeur de la Casamance (SOMIVAC -

Casamance) ;
 

(4) 	 Soci~tj de Developpement de 1'Ele, ,e dans la Zone
 
Sylvo-Pastoral (Sq!)2SP - Central Plains),
 

(5) 	 Socit6 pour le !evvloppement des Fibres Textiles
 
(SODEFITEX - Eastern Senegal).
 

From independence in 1960 through 1978, the GOS had 

progressively placed greater responsi bi lities and resources in the hands of 
the RDA's as a means of achieving growth in the agriculture sector. These 
agencies were to provide farmers with Improve! technology, neces ary Inputs, 
improved access to markets and in general, to expand the acreago of the 
principal crops. By the late 1970S, the RDA's hid become cumbersome 
bureauicracies that were intimate] y involved in the rural sector and were a 
burden to, rather than a leader of, agriculture development. In 1978, the 
RDA's consumed 15% of the country ' s (;ryoqs Agriculture Product. In the Peanut 

Basin, the (;US parastatal, OCAD, controlled the supply of all agri culture 
inputs; and m.arketinlg of peanut;. Th[iIs organization, corruit andl inept, wa.;
 
abolI Ihed as an Initial meiaure under the Retform Plan in 1980)
 

The cooperatives in Senegal, particularly In the Peanut Basin, 

have earned a bad reputation. This cores largely from tie fact that the 
peanut cooperative:n, economically and traditional!y the mo;t important of 
Seneal ebs cooperatives, have been dominated by a centrally-controlled 
agrit lture and marketing plicy. Tihe result has been effectiye elimination 
of farmer part icipat ion itncooperative management which In turn has provided 
an open ,,or to corruption of the cooperative system and has led to the
 
allenation of cooperative members.
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The cooperatives and their members suffered from a number of
deficiencies, including the undue control by local "notables," especially the
president and weigher, who were 
usually literate. The membership arebasically illiterate and lack numeracy skills necessary 
to understand
 
cooperative records. 
 Members have no 
voice in selection of whic'l members
receive credit despite the fact 
that all members are responsible for the
cooperative's debts. 
 Cooperatives have had 
no control over produce once
leaves the coooperative even 

it
 
though losses incurred in transport and handling
are charged to the cooperative's account. 
 Furthermore, cooperatives here had
no voice in determining the price of their products and no say in the

quantity, quality, 
or 
price of inputs to be made available to them.
 

The conclusion that 
can be drawn from the above list Is that 
the
farmer does not 
have control over the local coooperative upon which he is
dependent for his factors of production, nor does he have an effective voicein determining the policies of the economic system that relies heavily or, himand peanut production for survival. 
 In recognition of this, 
the Government's
Reform Plan provides for the reconstruction of the cooperative system starting
at the 
Level of the primary village section. 
 In part with local currency
generated from this PAAD, the COS intends to 
begin immediately to strengthen
village level cooperatives and producer groups. 
 Section V entitled "Use of
Local Currency" and Annex G provide a detailed description of this part of the
 
program.)
 

e. 
 Failure of the agriculture credit system
 

Farmers in Senegal use agriculture credit for the purchase ofseeds, fertilizer, implements, pumps, draft animals and cattle 
for fattening.
Creilt had been extended in kind by cooperatives and by the RDA's, with
fariners' accounts being settled by the delivery of produce or payment in
cash. 
 However, basic management and audit 
systems have been inadequ.te and
the system gradually built up a debt roughly equal to the value of one year'speanut production, or approximately 56 billion CFAF 
(t 160 million). Recentvillage survey work also revealed that as much as 
50% of the registered farm
debt is either inadequately recorded or perhaps falsely entered in the books.
To offset the adverse affects of bad 
 weather, and to respond to farmers'complaints about the management of the credit program, the GOS has twiceforgiven debts in the past five years. 
 This debt forgiveness has seriously
undermined the integrity of the agriculture credit system, making reform all
the more essential. 

The austerity imposed by the Economic Reform 
Plan has forced the
GOS to restrict funds available for credit. 
 As a result, the USAID hasobserved such signs of reduced 
farming intensity as increased use of poorerquality village-grown seeds, lower rates of 
fertilizer use, and the continued
 use of old and unrepaired implements. 
 These suggest that production is being
constrained by the restricted credit supply. 
 Visits to villages by USAID
staff during the last agriculture campaign confirmed rhe severe hardship to
farmers consequent 
to the lack of credit.
 

Given the impoi'ance of rural credit, and 
the need to have an
up-to-date assessment, this 1AAD provides for a study of Senegal's ruralcredit and savings 
to determine if additional sources of credit are 
needed.
 

http:inadequ.te
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If a 	need is confirmed, the study will further determine whether the newly
 
created National Agriculture Credit Bank (Caisse Nationale du Credit Agricole

du Senegal--CNCAS) is an appropiate institulon to provide these services.
 
(For 	a more detailed rscription of the activities planned in the field of
 
credit and savings, see Section V and Annexes I and G.1.)
 

f. 	 Agriculture pricing
 

During the past two years, the official market prices paid to
 
producers of peanuts, rice and millet have risen an average of about 25%. 
 As
 
expected, farmers appear to have responded by increasing production, generally

by investing more labor and management attention. Despite the farm-gate price
 
increases, however, certain crops were diverted from normal marketing channels
 
and sold for higher prices in other localities. For example, some rice 
producers along the Senegal River sold their surplus in Mali at 80 CFA/kg.
 
(vs. 	COS price of 60 CFA/kg).
 

Current COS plins indicate that costs to the farmer for
 
fertilizer, seeds and farm implements are likely to 
rise with the removal of
 
State control over the factors of production, including a reduction in
 
subsidies. It is not yet apparent If price increases in these items will be
 
coordinated with further fprm-gate price increases in order to maintain the 
production incentives that have been established for the current agriculture
 
season. 
 The narrowing of incentives could again become a major constraint, as
 
it was in the past when prices were kept low to provide the Government with a 
substantial margin after the sale of products on the world market. The GOS 
used this margin to balance urban industry and provide increasingly large food 
imports for urban populations. 

3. 	 Key elements of the GOS strategy to deal. with agriculture sector 
problems 

As set forth in the Reform Plan, the key elements of the COS strategy
 
for revitalizing the agriculture sector are:
 

a. 	 reorganization of the seed distribution and marketing systems;
 

b. 	 reorganization of the Rural Development Agencies (RDA's) to
 
dec'entralize their management, reduce operating costs, increase
 
efficiency and liberate areas for private sector initiative;
 

c. 	 encouragement of private sector initiative in 
areas of marketing
 
and agriculture services; 

d. 	 greater involvement of cooperatives and village level groups in
 
decision-making related to commercial agriculture; 

e. 	 revamping of agriculture credit; and 

f. 	 revising the structure for the agriculture research program; 
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In 1980, and 1981 the GOS initiated actions of a practical nature to

implement elements of the above agriculture strategy. For example:
 

- Peanut prices were raised 11% 
from 45.5 CFA/kg. to 50 CFA/kg.
 

- The GOS, in 1980, began negotiations of revised terms of
 
reference and budgets for the RDA's. 
 Known as Program Contracts
 
("Contrat Plan"), 
the new agreements are to clearly state the
responsibility of the GOS for support of staff and operating

budgets. In 
return, the RDA's must commit themselves to
 
specific production targets, 
reduce the number of staff, and

withdraw from certain activities so as 
to create opportunities

for private sector replacement. 
 Program contract negotiations
 
were concluded with SAED containing explicit statements of

production objectives and reorganization. SODEVA also has
 
reduced its staff by 50%.
 

- The government farm supply agency (ONCAD) was disbanded and 
approximately 400 workers were removed from government roles.
 
Steps to have the private sector handle the peanut trade were
 
undertaken when the GOS placed this responsibility with the oil
 
manufacturers.
 

- A working group was set up in 1980 to define 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 Minister's Working Group for 
Agriculture Credit 
(of which USAID is a member).
 

- Plans were begun for a major program of farming systems research
 
which was put into effect in 1981.
 

- Other reforms, such as increases in consumer prices (and reduced
 
subsidies) of bread, cooking oil and petrol products, averaging

nearly 25% were initiated.
 

In 1982, while the COS remained faithful 
to the main lines of its

Reform Plan, particularly in the agriculture sector, it had 
some difficulty
remaining within the financial ceilings for credit and 
budgetary expenditures,

and in meeting the targets set out 
in the Standby agreement with the IMF and
 some of the conditions of tile World 
Bank structural adjustment which were set
 
to support the IMF's monetary targets.
 

The dramatic fall in the world price of peanuts aggravated the 
foreign exchange deficit, and increased the budgetary deficit.
 

As 1982 was a pre-election year in a multi-party democratic context

(elections were held at the end of February 1983), the imposition ofadditional spending restraints after the courageous steps taken ill 1980 and
1981 became extremely difficult for the government. As a result, the COS did
not 
make all of its 1982 targets, 
and foreign exchange releases under both the
IMF Standby and World Bank Structural Adjustment Loans were held up, pendingresoluLion in 1983, after elections. (Annex K , Macroeconomic Justification 
discusses this situation in more detail.) 



4. Other sectors
 

Before 1960, Senegal was the administrative, commercial and
 

industrial center of the West African Federation,1 and enjoyed all the
 

benefits conferred by that status. Independence deprived the country of this
 

role, and during most of the sixties, Senegal had to ddjust its administrative
 

structure, transit activity, and its infant industry to better match the more
 

limited needs of its domestic market. With a secondary sector contributing
 

about 23% of GDP in 1979, Senegal can be characterized by African standards,
 

as a semi-industrialized country. However, the average growth of the
 

industrial sector since 1960 has been a rather modest 4% per annum (p.a.) on
 

average.
 

The principal lines of industrial developmeat have been production
 

and processing of primary products (phosphate, cement, groundnut oil), and
 

light manufacturing industry for import substitution. In 1984, a privately
 

run, world-class fertilizer facility, Industrial Chemicals of Senegal (ICS),
 

will come on stream using the locally-mined phosphate, and mixing it with
 

imported sulfur to make Diammonium Phosphate (DAP) and Triple Super Phosphate
 

(TSP). While the complex is mainly for export (first year exports are
 

expected to be 212,000 mt 'f fertilizer and 200,000 mt of phosphoric acid
 

p.a.), part of the production will be sold on the domestic market. It is a
 

mixed corporation with equity capital of 225 billion CFA francs ( 6G million)
 

held by Nigeria, Ivory Coast, Senegal, India, the Islamic Development Bank,
 

and private banks and finns. Principal loans have been made to ICS i.Y the
 

World Bank, Islamic Bank, Caisse Centrale, IFC, African Development Bank, EIB,
 

EDF, and OPEC. The secondary sector, including the phosphate mine, employs
 

about 7% of the labor force. Highly skilled and managerial positions in most
 

large and medium-scale enterprises are occupied by expatriates. The future of
 

the mining and industrial sectors is moderately promising. In mining, in
 

addition to phosphates (estimates show 45 years of reserves at the current
 

production rate cf 1.5 million tons p.a), Senegal has modest offshore oil
 

reserves and large iron ore deposits of a quality that would seem appropriate
 

for a modern steel industry. However, oil and iron ore reserves have not been
 
fully explored. Ore deposits are located far from existing transport centers;
 

consequently, their development would involve very high investment costs in
 

transport infrastructure, and commercial exploitation is unlikely to start
 
during the presert decade. With respect to manufacturing, there are still
 

some possibilities for developing import substitution industries. More
 

importantly, the country's political stability, its well-developed urban and
 

port infrastructure, 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 an export-oriented industry.
 

Under colonial rule, the Federation was comprised of the francophone
 

countries of Benin, Guinea, Ivory Coast, Mauritania, Sudan (Mali), Upper Volta
 
and Senegal.
 

1 
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At least two other areas hold more 
promise. Senegal has rich
territorial waters with a large and diversified fish stock; 
in fact, the
domestic fishing and fish processing industry is 
one of the few truly dynamic
branches of economic activity.
 

Also, the pleasant coastal climate almost 
throughout the year, the
abundance of attractive beaches, and the development of efficient airport
facilities, have served to encourage
which Lhe growth of a vibrant tourism industryhas contributed significantly to the real growth in the tertiary sector. 

5. Social factors
 

Senegal's population shares most 
of the characteristics of African
demography: a rapid rate of growth (officially 2.8%
ratio (slightly below 1:1) 
p.a.), a high dependency
reflecting a very young population structure, and a
low but increasing rate of primary school attendance (over 40% in 1980).
importantly, the More
rate of demographic growth


rate 
seems to be accelerating, and the
of growth of the working age population (2.2% p.a.), though also
increasing, is distinctly below the overall population growth rate.
attendant social costs of 

The

these basic features (in 
terms of demand for
education, health, other basic services, and for jobs) create potentially
serious problems within a slow-growing economy such as 
Senegal's.
 

Other socio-demographic factors more 
specific to Senegal have a
direct bearing on the economic enviroruncr.L. 
population Oi- iu Lhe large concentration ofin the Dakar area, 
now a highly developed 'ity 
and administrative
and cultural center of close to one million people, with a large universityand 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 bias 
towards a "European"
pattern of consumption, a well-organized labor force with highly vocal unions,and a liberal political system with officially recognized and
opposition parties. influential
The overall impact is 
the continuing popular demandhigher forwages, job security, anf ' "',,rns of so(ial welfare all ofare expected to .'hichbe provided by or through the Government. Thus, labor costsare high by international standards, in a country which is often considered asa labor-abundant economy. 

C. USAID Assistance Strategy
 

1. Overview
 

The USAID Senegal CDSS for FY83, submitted in January 1981,
elaborated the Mission strategy for responding to
in-country. the economic situation
This strategy was accepted by 
the Africa Bureau, per State Cable
77365, on March 6, 1981. 
 AID/W accepted the FY84 CDSS supplement, detailing
the 
training and health programs in support of approved goals, on April 8,
1982 per State Cable 165374. 

The FY85 CDSS update, submitted In February, 1983: 
(a) reviewed
Senegal's progress in implementing its Economic Reform Plan,
third year, (b) set out 
now entering its
the Mission's Country Development Strategy Statement
related to 
this reform for the 1983-1987 period, (c) summarized the chief
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means by which the A'ID program would carry out the Senegal Strategy, through 

measures in support of policy reform, institutional development, the private 

sector, and technology transfer, and (d) underscored the requirement that the 

Mission put the prolrams previously approved from a policy standpoint in place
 

during FY83 in support of the Country Strategy if the strategy is to continue 

to have meaning. Dialogue about policies could be vitiated if practical 
measures are not taken within a reasonable period of time.
 

Section VIII.B.3, "Key Elements of the GOS 1trategy..." above lists a 

number of specific examples of actions taken by the government over the last 
three years. The USAID program supports the GOS Reform Plan. 

Some of the highlights of USAID's assistance strategy for the period 
1983-1987 are listed below. (The chart on the next page sets out graphically 
USAID's strategy in terms of GOS's long-term goal, Mission's goal, purpose, 
projects and outputs.) 

2. Goal: food self-reliance 

The goal of the USAID program is Senegal's achievement of the 

capacity to feed its people, b? domestic production and by trade, even in 
drought years, by the close of this centuri. Increased ag:iculture production 

is the key In Senegal to both higher per capita Income and to an improved 

balance of payments.
 

With food self-reliance the goal, the USAID program in Senegal has 

two principal emphascs. The first Is upon increased food production in ways 
favoring the maximum participation of the population, together with an accent 

upon the regeneration cf soil and fuelwood resources required to cultivate and 
cook food products. USAID's second and related cmphasis is upon the delivery 

of health and family planning services at local levels, both to increase the 
productivity of the focming population as well as to reduce, over time, the 

rapid annual rate of population increase, officially estimated at 2.87. If 
unchecked, present demographic trends will push Senegal's attainment of food 

self-reliance into the fay-distant future. 

3. Major targets 

Towards the goal of food self-reliance, the USAID, with GOS 

collaboration, hap set four ch'ef targets in agriculture: 

- the progressive decontrol and commercialization of rural 
production (by activating farmers' groups, streamlining the 
RDA's, and encouraging the private qector); 

- the development of more effective agronomic practices (through 

improved research and extension, pricing, credit, mixed farming); 

- the increase of cultivated land area (in the Senegal River basin 
and the Casamance Region); and 
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the improved management of soil and water resources (irrigation
 
practices in the Senegal River and Casamance River basins, land
 
reclamation in the Peanut Basin).
 

The USAID assistance strategy 31so eptzblishes a human development
 

program to assure the support of, and to derive benefit from, the agriculture
 
priorities. It recognizes that better nutrition, wider training, and readier
 

access to primary health care are both the means and the ends of agriculture
 
development. The strategy underlines the point that, whereas a demographic
 
program is in the long run essential, the necessary foundation for
 
establishing family plal ning services in Senegal is an affordable nutrition
 
and health program with-n the reach of the general population. Accordingly,
 
USAID plans to continue efforts begun in the late seventies to establish a
 
model user/payer village health system in the Sine Saloum Region. Coupled
 
with 	agriculture activities, the Mission will continue (based on negotiations
 
held before the joint as'essment) to establish a family health program which
 
ultimately will depend upon rural clinics. Also USAID will concentrate upon
 
functional literacy and rural. project management training in support of rural
 
producer groups and village level cooperative groups. Only very recently is
 
Senegal beginning to shov evidence of a fundamental concern with the
 
inefficiency of its prim:ry education system. When there is a clear
 
Senegalese commitment to r'eform in this area, USAID intends to review what
 
assistance, if any, the U.S. should offer.
 

4. 	 Focus of 1983-1987 program
 

The USAID prograin for 1983-1987 will be distinguished in four
 
principal ways from that set in place between 1974-1982.
 

As indicated above, the 1983-1987 program gives a much more important
 

place to program assistance. This segment is planned via:
 

a. 	 a PL-480 Title III program (47 in FY83 and 110 million annually
 
F 84-86),
 

b. 	 a proposed $25 million grant for the development of agriculture
 

($5.0 million in FY83, and t20 million over three years,
 
beginning in FY85), and
 

c. 	 a proposed Economic Support Fund grant of J5.O million in FY83,
 
and $10 million per year for FY84-85.
 

Under this program segment, the U.S. will finance essential imports
 
and generate local currency to support food production soils, crops, credit
 
and savings, regeneration programs, rural road maintenance, and food and other
 
policy studies. The financing of imports will help Senegal to stabilize its 
balance of payments; the major thrust of the first phase of the Reform. An 
import program will also assure the United States a continuing role in 
national policy discussions with the government and with Senegal's other major 
donors. (Annex K, Macroeconomic Justification, goes into this high priority 
need in some detail.) Program assistance is a more flexible tool in that it 
provides shorter lead time in supplying balance of payments support. 
Vurthermore the disbursement time is much shorter. It provides budgetary 
support through the 1/c generation drawing on GOS resources to manage tile 
monies while reducing the USAI I)supervisory time required. 
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The second major difference in the 1983-1987 program for Senegal is
the emphasis AID will place upon local producer groups and the private

sector. At 
the same time, USAID will continue to help strengthen two or 
three
of the RDA's as extension agencies, and by this means, increase tile

capabilities of rural producers. 
USAID will also initiate additional means
strengthen tothe position of food producers and rural entrepreneurs. Under thisprogram, some aspects of which are described in detail in subsequent sections
of this PAAD, AID will apply the local currencies generated from the programactivities to support functional literacy training of village levelcooperatives and local producer groups, 
to enlist the help of Private

Voluntary Agencies with farmer groups and entrepreneurs, and after appropriatestudy, help the government undertake revised credit and marketing programs on 
their behalf. 

A third feature of the USAID program in 1983-1987 will be 
its greater
geographic concentration. This is necessary to increase the impact of the program, bringing its health and agriculture activities into direct proximity,and to increase management efficiency. Thus, from the si+,, regions in whichUSAID is currently engaged, new funding beginning in FY85 will be focused onthree regions with above-average water resources and farm productionpotential: the Senegal River Basin (through the OMVS programs), the Sine
Saloum, and the Casamance. AID Is 
 already involved in important programs in
these areas. Similarly, oyer the same period, USAID will reduce the number ofactive projects from 30 to 13, although the overall program in dollar terms is
projected to substantially increase. 

The fourth and final characteristic of thl program Is the degree
which 
 it is based upon an intense and continuin,- collaboration with the 
to 

Government itself, and with the major donors, including the IMF, the IBRD,EEC, and France, which are concerned essentially with the implementation ofSenegal's Reform Plan. That tile goveruinent of President Abdou Diouf isdetermined to continue his; Government's close cooperation and dialogue with
all donors, hilateral and multilateral appears clear from the 
President'smajor economic report to tle National Assembly's Economic and Social CouncilApril 14, 1983 in whichi he strongly supported theon 
results of the measurestaken to date, and exhorted the nation to andcontinue increase its efforts.

Earlier at the donors' conference which the government (with close IBRD

support) convetied and chaird 
 in Paris in October 1981, and subsequently

through the follow-up conferences on sectoral and project levels held

throughout 
 1982, the Government showed Its determination to improve donorcoordination. In 1983, the Government enlisted the staff support of theCILSS and the Club du Sahel for the next major meeting of the donors to 
discuss Senegal's agriculture sector plans and programs. 

D. USATI) Program Elements 

This agriculture PAAD is for one year and is so designed that all programelements are self-contained. There is also a multi-year, long-term economicdevelopment value in each of the proposed activities, be they dollar or local currency. The 'AAD forms a vital part of the U.S. Assistance Strategy for 
1983-1987 described above. 

Within the substantive areas, goals and priorities described above, theUSAID's overall program is divided basically into two elements. 
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program and project assistance. The two programs are interrelated, mutually
 
reinforcing and designed to support the U.S. Assistance Strategy.
 

1. Program assistance
 

For FY 1983, the proposed program totals some $18.01 million,
 
broken down as follows:
 

- Title 111 (685-0231) 
1 7.0 million
 

- ESF (685-0262)
 
t 5.0 million
 

- SDF (685-0249)
 

t 5.0 million
 

Total FY83 program assistance
 

$17.0 million
1
 

These activities taken together at the macro-level (dollar
 
Loreign exchange) are designed to provide urgently needed balance of paymen%
 
support, and to achieve the maximum leverage possible to help the COS live up
 
to its commitments to the IMF/World Bank, and to help put into effect more
 
rapidly the Government's structural reforms set out in the Reform Plan. 
 (Both 
are summarized in Annexes D rind E.) The policy leverage made possible by the 
program assistance mode is enhanced because of the GOS hope for continued 
program support in the coming years along the lines outlined in the U.S. 
Assistance Strategy above. 

At the sectora]-]evel utilizing the imports (e.g., fertilizer), it is
 
hoped to encourage specific reforms (e.g. distribution of fertilizer in the
 
private sector, lowering of subsidy).
 

Through judicious use of the counterpart or local currency generated
 
by the import programs, C)S economic reforms can be assisted (e.g. before
 
agreeing to the release of local currency for the support of private village
 
level cooperatives, the government must complete legislation giving village
 
level groups dire'ct access to credit from banks or other lending
 
institutions). For the planned local currency support for rural-based road
 
maintenance and upgrading activity (ESF PAAD), the GOS will need to have
 
agreed to fund the first "tranche" of its share of the highway maintenance
 
fund being established under the IBRD Fifth Highway Project now under
 
negotation.
 

$0.75 million of the $5.0 million SDF is for two Technical Assistance
 
projects and is not considered as direct balance of payments support.
 
Therefore, when discussing the amount of balance of payments support, the
 
amount of 116.25 million is used.
 

1 
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2. Project assistance
 

For FY 1983, the requested technical assistance on project assistance

including regional activities in Senegal totals 323.4 million dollars and
should be viewed within the context of the USAID's agriculture strategy for

achieving food self-reliance by increasing production, storage and trade, and
the supportinp activities in rural public health and human resource
 
development -uch as:
 

- Cereals production. (Cereals I and Cereals II projects) 
- Livestock production. (Bakel and SODESP projects)
 
- Research. (Ag. Research & Planning Project; Renewable 

Energy and Casamance project) 
- Storage (Grain Storage Project)
 
- Private Rural Initiatives. (PVO Community and Small
 

Enterprise Development Project)
 
- Regional Pr2jcts. Senegal River Basin (OMVS) and Gambia

River Basin (OMVG, Crop Protection, etc. These regional 
activities provid. significant benefits to Senegal.


- Rural Public Health and Family Planning 
- U.SS.Em-assv Self-elp Fund 
- Human Resource Development

- Titlefl-CRS Administere Maternal Child Health Program and 

Resettlement Family Assistance T 

The grand total for program and project assistance is Wl.4 million.
 
While the projects and 
program assistance activities and Title II outlinedabove have separate definable roles, they are complementary one to the other,and should be considered as a total package of resources (or level of effort)

provided by the U.S. 

Title II-CRS Adminftered Program was 7.0 million out of the Project
Assistance total of 423.4 million.
 

I 



ANNEX A 

GOS Request for Assistance
 



The Minister of Plan Dakar, May 11, 1983
 

The Director
 
USAID/Senegal
 
POB 49
 
Dakar, Senegal 

Subject: Balance of Payments Assistance Program.
 

Dear Mr. Director:
 

Under the Economic and Financial Reform Plan implemented by the Government of
 

Senegal, the United States Government has decided to grant $18 Million to
 

Senegal for fiscal year 1983 to support its balance of payments.
 

This grant will cover three programs:
 

- the first, amounting to $8.0 inill,on, pertains to a one year extension of 

the current Title III rice import program for which the request was made 

last month. 

- the second, amounting to $5.0 million is designed to finance imports of
 

goods and services from the United States.
 

The equivalent of this amount in local currency, will be used for the
 

improvement and maintenance of certain rural roads in the Senegal River
 

Basin and the regions of Sine Saloum and Casamance.
 

The third, also amounting to $5.0 million, will allow the import of urea.
 

and raw materials for blending fertilizer, tip to $4.25 million.
 

The balance of grant, or $0.75 million, will be used to finance the costs
 

related to the comprehensive evaluation of the rural sector, notably rural
 



- 2 ­

savings and credit, in order to assess the highest priority requirements
 
of Senegal's agriculture sector. Of course, this evaluation should take
 
into account previous studies cqrried out 
in this area.
 

Finally, the equivalent of the dollar amount 
in local ,urrency for the import
 
of the raw materials for blending fertilizer will permit the financing of
 
activities in support of village 
level cooperatives and producer groups in
 
middle and Upper Casamance and to strengthen the "Caissu Nationale de
 
Credit Agricole du SKn6gal".(CNCAS Project), subject to 
the results of
 

the Credit Study.
 

Given the importance attached by the Government to Senegal's balance of
 
payments situation, and to the carrying out of the Reform in 
the rural
 
areas, 
I would appreciate your assistance and prumpt action do that these
 
programs can be implemented as soon as possible.
 

Sincerely.
 

Cheikh If. Kane. 
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COMMODITY IMPORT GRANT AGREEMENT
 

Agriculture Development Assistance
 

Grant Nunber
 

685-0249
 

Dated , 1983 

Betw6en
 

The Republic of Senegal
 

and
 

The United States of America, acting through the
 
Agency for International Development ("AID")
 

Article 1: The Grant 

To finance the foreign exchange costs of certain commodities and 

commodity-related services ("Eligible Items") necessary to promote the
 

economic development of the Republic of Senegal, the United States, pursuant 

to the Foreign Assistance Act of 1961, as amended, agrees to grant the 
Government of the Republic of Senegal under the terms of this Agreement from 

Sahel Development Funds, not to exceed Five Million United States Dollars 
(15,000,000) (the "Grant"). Approximately 13.05 million will be for import o! 

commodities (fertilizer), l .2 million for a Section 640C trant to cover the 
shipping differential caused by using U.S. Flag vcssels, and J0.75 million 
will be for technical assistance. 

Article 2: Conditions Precedent to Disbursement 

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

first disbursement under the Grant, or to the issuance of AID of 
documentation pursuant to which disbursement will be made, the Granteee 

will, except as the Parties may otherwise agree in writing, furnish to 

AID, in form and substance satisfactory to AID: 

(a) An opinion of counsel acceptable to AID that this Agreement has 
been duly authorized and/or ratified by, and executed on behalf of, 

the Grantee, and that it constitutes a valid and legally binding 
obligation of the Grantee in accordance with all of its terms; 

(b) A statement representing and warranting that the named person or 

persons have the authority to act as the representative or 
representatives of the Grantee pursuant to Section 7.2, together with 

a specimen signature of each person certified as to its authenticity. 

(c) A procurement plan including the procedures by which all 
procurement financed under this Grant will be carried out, and the 

mechanism for publicizing procurement and making awards. 
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(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 fiscal year 1983/84, and

written confirmation that this proposal is acceptable to 
the IMF.
 

Section 2.2. 	 Conditions Precedent to Disbursement of Local Currency
 
Generated
 

(a) No funds will be released from the Special local currency
account to 
be established in the Central Bank until arrrngemetw 
 for a joint
 
GOS/USAID Counterpart Management Committee have been finalized. (See Section 
5.1 (a)). 

(b) No funds will be released from the Special local. currency
account to be established in the Central Bank until the governmunt 	 certifiesthat village level cooperatives and producer groups are authorized to have
 
direct access to credit 
sources.
 

(c) Disbursement of local currency funds 	 from the Special local 
currency account for the National Agriculture bank (CNCAS) sh.ll be contingent
on a positive finding by 
the Rural Credit and Savings Study team being
financed from dollar tecinical assistance funds provided in Title I of this 
agrecment. 

Section 2.3 	 Notification. When AID has determined that the conditions
specified In Section 2.1 have 
been met, it will promptly notify the Grantee. 

Section 2.4. 	 Terminal Date for Conditions Precedent. If not all theconditions specified in Section 2.1 	 have 
from 	

been met within ninety (90) daysthe date of this Agreement, or such later date as AID may specify Inwriting, AID, at its option, may terminate this 	Agreement by written 
notice to Grantee. 

Article 3: Procurement, Eliibility, and Utilization of 
Commodities
 

Section 3.1. 	 AID Regulation 1. 
This Grant and 	the procurement andutilization of commodities and commodity-related services financed underit are subject to the terms and conditions of AID Regulation I as fromtime to time amended and in effect, except 
as AID may otherwise specify inwriting. If any provision of AID Regulation 1 is inconsirtent with a
provision of this Agreement, the provision of this Agreemant 	shall govern.
 

SectLion 3.2. 	 Eligible Items. The commodities eligible for financingunder this Grant shall be specified in Implementation Letters and CommodityProcurement instructions issued to Grantee. In accordance with Section 8.1 ofthis Agreement, no pesticides will be procurcd under this Grant. Commodity­related services a; defined in AID Reguation 1 are eligible for financing
under this Grant. Other Items shall become eligible for financing only withthe written agreement of AID. AID may decline to finance any specific
commodity or commodity-related service when in its judgment such financingwould he Iniconsistent with the purpose of the Grant or of the Foreign
Assistance Act of 1961, as amended. 
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Section 3.3 Procurement Source. All Eligible Items shall have their
 

source and origin in the "Unito! States" (Code 000 of the AID Geographic
 
Code Book), except as AID may specify in Implementation Letters or as it
 
may otherwise agree in writiag.
 

Section 3.4. Eligibilitvlate. No commodities or commodity-related
 

services may be financed undor this Grant if they were procured pursuant
 
to orders or to contracts firmly placed or entered into prior to the date
 

of this Agreement, except as AID ,:-qy otherwise agree in writing.
 

Sc tlon 3.5. Technical Services. Procurement of Technical Services will
 

be carried out utili:inzg AID normal rules in accordance with instructions
 

which will be issued through Implementation Letters.
 

Section 3.6. Procurement for Private Sector. Procurement by private 

importers will be subject to the negotiated procurement procedures of 

Section 201.23 of AID Regulation 1, except as AID may otherwise agree in 
writing or the irporter elects procurement through the formal competitive
 
procedures of Section 201.22.
 

Section 3.7. Utilization of ,mmodities
 

(a) Grantee will assure thit commodities financed under this Grant
 

will be effectively used foi the purposes for which the assistance is
 
made available. To this end, the Grantee will use its best efforts
 

to assure that the following procedures are followed:
 

(j) accurate arrival and cleirance records are maintained by
 

customs authorities; commodity imports are promptly processed
 
through customsU at port ; of entry; such commoditie are removed 
from cus toms and/or bonded warehouses within ninety (90) 

calendar days from the date the commodities are unloaded from 
the vessels at the port of entry, unless the importer is
 
hindered by force majeure or AID otherwise agrees in writing; and
 

(ii) the eommodntics are consumed or used by the importer not 
later than one (1) year from the date the commodities are 
removed from customs, unless a longer period can be justified to 
the satisfaction of AID by reason of force majeure or special 
market conditions or other circumstances. 
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(b) Grantee will assure 
that commodities financed under this Grant
WiLl not be reexported in the 
same or substantially the same 
form,

unless specifically authorized by AID. 

Section 3.8. Sh i p i n, 

(a) Commodities which are to 
be transported to 
the territory of the

(;rantee may not 
be financed under this Grant if 
transported either:
(1) oIn an ocean vessel or aircraft under flag registry of a country
which is not. included in All) Geographic Code 935 as in effect at thetime of siipment, or (2) on ain ocean vessel which AID, by written

notice L" the Crantee 
has ds; ignated as ineligible, or (3) under an ocean ,r diir charter which has not received prior AID approval.
 

(b) Uniuc othu-wise authorized, AID will finance only those
transportation costs 
incurred on aircraft 
or ocean vessels under flag
regisLy of 
a county included in 
the Geographic Code authorized in
 
Section 3.3 cf the Agreement.
 

(c) Unlen-AID determines that privately owned United States-flag

coimmcrcial 
ocean vecsels are 
not available at 
fair and reasonable 
rates for such vessels, (1) at 
least fifty percent (50Z) of the gross
tonnage of all 
goods (computed separately for dry bulk carriers, drycargo liners and tanker';) financed by AID which may be transported on
ocean vcs's;',;; will be trainp;orted on privately owned United 
ctat.s a''.
 commerc_ il w'es;els, and (2) at least fifty percent (50,)
of the grL';. frei'L 
AID and 

revt uc, gener Ld by all shipnets financed
tran;prted to t he Republic of Senegal on 
by

dry cargo liners

sahnLI he paid tIn or for the benefit of privately owned United 

tattp-t ia!' commeiciii Ves s. 

Section 3.9. 
 Inurance 

Marine insura:ce on ccmnmodities financed by AID under this Grant may also
be financed 
under this Grant provided that such insurance is placed in
country included a
in the Ceographic Code authorized 
in Section 3.3 of this 
Ag reemiet. 

Article : 
 Di sbursemeUt 

SCct iu 4.1. Letters of Commitnent to United States Banks. After
 
s;atisfacti n of de conditition,, pre,,ode t, the Grantoe may obtain
d isbur.';ment,,; of funds 
,uder t.hi ;rant b ,;uhmitti g linancilng Requests
to AID for the Inssci.' of lett r. of c"WIt munt ia r specified amounts to
 
one or lno u banki1 nr f ust iL" I ;nu; IH th1 In I ed StaLes'; des, ted byGrantee and s;,itisfactory to 
AID. Such letters will rommft AID to
reimburse 
the bank or banks on behalf of 
the Grantee for payments made by
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the banks to suppliers or contractors, under letters of credit or
 

otherwise, pursuant to such documentation requirements as AID may
 
prescribe. Banking charges incurred in connection with letters of
 
commitment and disbursements shall be for the account of Grantee and may
 

f inancqe Lk.yths Grant.__________be 

Section 4.2. 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 4.3. Terminal Date for Requests for Disbursement Authorizations.
 

No Letter of Commitment or other disbursement authorization will be issued
 
in response to a request after eighteen (18) months from the date of this
 
Agreement, except as AID may otherwise agree in writing.
 

Section 4.4. Terminal Date for Requests for Disbursement. No
 

disbursement 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 this Agreement, except as AID may otherwise
 
agree in writing.
 

Section 4.5. Date of Disbursement. Disbursements by AID shall be deemed
 

to occur on tile date on which AID makes a disbursement to the Grantee, or
 
its designee, or to a bank, contractor or supplier pursuant to a Letter of
 
Commitment or other form of disbursement authorization.
 

Section 4.6. Documentation Requirements. AID Regulation 1 specifies in
 

detail the documents required to substantiate disbursements under this
 
Agreement by Letter of Commitment or other method of financing. The
 

document number shown on the Letter of Commitment or other disbursing
 
authorization document shall be the number reflected on all disbursement
 

documents submitted to AID. In addition to the above, the Grantee shall
 

maintain records adequate to establish that commodities financed hereunder
 
have been utilized in accordance with Section 3.8 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: General Covenants
 

Section 5.1. Use of Local Currency.
 

(a) Grantee will establish a Special Account in the Central Bank of
 
Senegal and deposit therein currency of the Government o the
 
Republic of Senegal in amounts equal to the value of the importation
 
of the Eligible Items (inc]uding equivalent of non-U.S. Flag ocean
 
freight or other eligible costs financed by AID), or such lesser
 
amount as shall be agreed to by AID in writing. Funds in the Special
 
Account may be used for such purposes as are mutually agreed upon by
 
AID and the Grantee.
 

(b) Deposits to the Special Account shall become due and payable
 
upon advice from AID as follows:
 

35% of the value of the eligible imports including equivalent qf
 
non-U.S. Flag ocean freight and other eligible coats at the time
 
of thle IFH opening~ and award of the tender. 
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75Z of the value of the eligible imports including equivalent of
non-U.S. Flag 
ocean 
freight and other eligible costs no later
than 6 months after the shipping documents have been received.
 

(c) Any unencumbered balances of funds which remain in 
the Special
Account upon termination of assistance hereunder shall be 
disbursed
for such purposes as may, 
subject to applicable law, be agreed 
to
 
between Grantee and ATD.
 

Section 5.2. Taxation. This Agreement and 
tLe Grant will he free fromany taxation or fees imposed under laws 
in effect in tho Republic of
Senegal. 
 To the extent 
that any commoditv procurement tra nsaction
financed hereunder is 
not exempt from identifiable ta:.:xes, tariffs, duties
and othur levies imposed under laws in effect within the Republic of
 
Seneg,, 
 the :amo shall not he 
paid with funds pruvided under this Grant.
 
Section. 5.3. 
 Reports and Records. In addition to the requirements in
 
AID Regulation 1, the Grantee will: 

(a ) Furnish AI) such reports and information relating 
to the goods
and service finanred bv this Grant and the performance of 
the
Grantee's obligations under this agreement 
as AID may reasonably
 
request;
 

(h) Maintain or 
cause to be maintained, in accordance with generally
accepted accounting ,rinciples and practices consistently applied,such hook's a;:d records celating to this Grant as ma. he prescribed inImIplementation Letters. ScO, hook s aid records madv hr :,pectcd byAlhI ,nr any uf its, aut eri.-.,d rcprcs:onttivu ; at il 1 times as AID i;',ivrc..sonably rc.i'Ire, and shall he m.iintaincC! for treewarn after th,date of last di.sLur,:m bn
,y AlID undcr tW sL.;rin:.; and 

(r) P.rit AID or any of 
its authorized reprosenl:ativose, at allrcasonabhlv 
times; durtp g the three-year perio! to inspeot the

com,:,ditin. financed under 
 thin Grant at any point, including the
 
point of use.
 

Section 5.4. Cjn j, ?tnes_ of Iformation. The Grantee confirms:
 

(a) That the, acts and circlMStince; of which it has informed AID,
or cauned AIDP to 
be infonrmed, in tho course of rear-hi n' agreementwith All on 
the prant, are dIcontte and cooplote, and include allfacts and circumstanre; that. migh}lt mntorialiy affect the Grant andthe din har;, of repens,, ihilition under this; Agreeenut ; and 

(b) Ihat i will inform All) in lml v fanhion ,-f any ; 'u;, :eq,,entfacts and cirumntances that might materially lffe(ct the Grant andthe di.scharge of responsibillties under this; 
Areement.
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Section 5.5. Other Payments. Grantee affirms that no paywents
 
have been or will be received by any official of the Grantee in
 
connection with the procurement of goods or services financed
 
under the Grant, except fees, taxes, or similar payments legally
 
established in the country of the Grantee.
 

Section 5.6. Minimum Size of Transaction. No foreign exchange
 
allocation or Letter of Credit issued pursuant to this Agreement
 
shall be in an amount less than Ten Thousand Dollars ($10,000),
 
except as AID may otherwise agree in writing.
 

"Section 6: Special Covenants Concerning Program Implementation
 

and Achievement of Program Objectives
 

Section 6.1. Fertilizer Subsidies.
 

6.1a Within 12 months of obligation of funds. the GOS
 
will present a plan to the USAID for the reduction of the
 
fertilizer subsidy from the current 60% level to 25% by June 1987.
 

6.lb GOS average price for fertilizer does not drop
 
below 50 CFA per kilo through January 1984.
 

6.lc Reduction of fertilizer subsidy to aL most 40% by
 
January 1985.
 

Section 6.2 Fertilizer Marketing
 

6.2a Within 12 months of program obligation, the GOS
 
will present a plan for reorganizing the fertilizer marketing
 
system including analysis of the role of the private sector. This
 
plan will recommend methods of reorganization for maximizing
 
efficiency, minimizing costE and responding to local farmer needs.
 

6.2b The GOS will Dermit a private sector distributor
 
to import urea under this program directly from the U.S. without
 
the GOS serving as an intermediary.
 

Section 6.3 Fertilizer Use. Grantee covenants to continue its
 
efforts to bring about closer cooperation between the agriculture
 
research stations and the extension services so that results of
 
applied research concerning the most efficient kind and method of
 
application of fertilizers to specific crops can be made available
 
to the farmer, and to those responsible for supplying fertilizer
 
to the farmer.
 

Section 6.4 Macro-Level Reforms.
 

6.4a Selection of specific targets from the IMF 1983-84
 
Standby Agreement which are relevant to the agricultural sector
 
for performance monitoring.
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6.4b Reduction of the deficit of the CPSP (Price Stabil­
ization Board) by 10% by December 1984.
 

6.4c 
 Reduction of outstanding seasonal agricultural
credit through a reimbursement of 10 billion CFA by December 1984.
 

Section 6.5 Periodic Consultations. Grantee and AID agree to
meet periodically, but no 
less than annually, to discuss the
progress of the 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.
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Article 7: Termination; Remedies
 

Section 7.1. Termination. This Agreement may be terminated by
 
mutual agreement of the Parties at any time. Either Party termi­
nate this Agreement by giving the other Party thirty (30) days
 
notice.
 

Section 7.2. Suspension. If at any time:
 

(a) 	Grantee shall fail to comply with any provision of this
 
Agreement; or
 

(b) 	Any representation or warranty made by or on behalf of
 
Grantee with respect to obtaining this Grant or made or
 
required to be made under this agreement is incorrect in
 
any material respect; or
 

(c) 	An event occurs that AID determines to be an extraordinary
 
situation that makes it improbable either that the
 
purposes of the Grant will be attained or that the
 
Grantee will be able to perforn its obligations under
 
this agreement; or
 

(d) 	Any disbursement by AID would be in violation of the
 
legislation governing AID; or
 

(e) 	A default shall have occurred under any other agreement
 
between Grantee or any of its agencies and the Government
 
of the United States or any of its agencies;
 

Then, in addition to remedies provided in AID 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 parties or otherwise, or
 
to the extent that AID has not made direct reimbursement
 
to the Grantee thereunder, giving prompt notice to Grantee
 
thereafter;
 

(2) decline to issue additional commitment documents or
 
to make disbursements other than under existing ones; and
 

(3) 	at AID's expense, direct that title to goods
 
financed under the Grant be vested in AID if the goods 
are in a deliverable state and have not been offloaded 
in ports of entry of the Republic of Sennegal. 
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Section 7.3. Cancellation by AID. If, within sixty (60) days
from the 
date of any suspension of disbursements pursuant to
Section 7.2, the cause or 
causes 
thereof have not been corrected,
AID may cancel any part of the Grant that is 
not then disbursed or
irrevocably committed to third parties.
 

Section 7.4. Refunds.
 

(a) In addition to any refund otherwise required by AID
pursuant to AID Regulation 1, if AID determines that any
disbursement is 
not supported by valid documentation in
accordance with this Agreement, 
or is in violation of

United States law, or 
is not made or used 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 A.I.D. within sixty (60) days after receipt of
request therefore. Refunds paid by the Grantee to AIDresulting from violations of the terms of Agreement shall beconsidered as a reduction in 
the amount of AID's obligation

under the Agreement and shall be available for 
reuse under the

Agreement if authorized by AID in writing.
 

(b) 
The right to require such a refund of a disbursement will
continue, notwithstanding any 
other provision of the Agreement,
for three (3) years 
from the date of the last disbursement
 
under this Agreement. 

Section 7.5. 
 Nonwaiver of Remedies. No delay in exercising or
omitting to exercise, any right, power, or 
remedy accruing to AID
under this Agreement will be construed as 
a waiver of such

rights, powers, or remedies. 
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Article 8: Miscellaneous
 

Section 8.1. Implementation Letters. From time to time, for the
 
information and guidance of both parties, AID will issue Implementation - ­... ..... Let--e r's"-and'"CoC m'n6-d-i-t-"Pr-0-cur*e-me-on t Iiiit-u-'-ti-o--n- deh - i ~b'i-'- he- j'-r6ce-d u-re-s 

applicable to the Implementation of the Agreement. Except as permitted by 
particular provisions of this Agreement, Implementation Letters and 
Commodity Procurement Instructions will not be used to amend or modify the 
text of this Agreement. 

Section 8.2. Representatives. For all purposes relevant to this
 
Agreement, the Grantee will be represented by the individual holding or
 
acting in the Office of the Minister of Plan and Cooperation and AID will
 

be represented by the individual holding or acting in the Office of the
 
Director, USAID/Senegal, each of whom, by written notice, may designate
 
additional representatives. The names of the representatives of the
 
Grantee, with specimen signatures, will be provided to AID, which may
 
accept as duly authorized any instrument signed by such representatives in
 
implementation of this Agreement, until receipt of written notice of
 
revocation of their authority.
 

Section 8.3. Communications. Any notice, request, document or other
 

communication submitted by either Party to the other under this Agreement
 
will be in writing or by telegram or cable, and will be deemed duly given
 
or sent when delivered to such party at the following address.
 

To the Grantee: 	 Ministry of Plan and Cooperation
 
Dakar, Senegal
 

Mail Address: 	 Ministry of Plan and Cooperation
 
Dakar, Senegal
 

To AID: 	 Director, USAID
 
Dakar, Senegal 

Mail Address: 	 USAID
 
c/o American Embassy
 
B.P. 49
 

Dakar, Senegal
 

All such commbinicntions will be in French unless the Parties otherwise
 
agree in writing. Other addresses may be substituted for the above upon
 
giving of notice. The Grantee, in addition, will provide the USAID
 
Mission with a copy of each communication sent to AID/Washington.
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Section 8.4. information and Marking. The Grantee will give appropriate
 
publicity to the Grant as a program to which the United Stales has 
contributed, and mark goods financed by AID, as described in
 
Implementatton Letters.
 

Sectiot 8.5. L.in'Iuae___of Agremient. This Agreemient is prepared in 
! aglish and French. iii the even! of ambiguity or conf i,: t between the two 
veO rsions, the English version will control.
 

T v,;[TNi.S ;kNi:l REOF, tie Gr.iute, and the 
 United States jf Tierica, each
acti~n tlhrough it duly authorized representative, have c.auised this Agreement
Lo be tgicd in their names and delivered as of the day and year first above
w:itte.
 

1CPUtBLLC OF SENEGAL UNTTihD STATES OF ANERICA 

BY: IEBY: 

TT'TL[: ___ ______TITLE: 



ANNEX C
 

SUMI.MARY OF GOS DECLRATION, (;N ECONOMIC POLICY (1980) 



ANNEX C
 

SUMMARY OF GOS )ECLARATION ON ECONOMIC POLICY (1980)
 

A. Introduction
 

In order to redress the economic sltu. tion in Senegal and in recognition 
of the long-term 'tructural nature of Senegal's economic difficulties, the GOS 
adopted in the course of 1980 a comprehensive medium-term plan for economic 

policy reforml. The plan calls for the following general measures:
 

- improved management of public finances, of the parapublic sector and 
of external debt, to ensure the implementation of an adequate public 
investment program without compromising Senegal's credit-worthiness;
 

- the introduction of a restrictive and selective credit 
policy;
 

- the introduction of a new foreign trade policy;
 

- a more systematic reliance on market mechanisms and economic 
incentives to encourage private investment;
 

- a reorientation of the natio.nal investment program towards the most 
productive sectors and projects; and
 

- the introduction Of institutional reforms in the rural sector. 

B. Public Finances
 

As a menie; of moivin: t oward; a halarrpc! budget and of restoring a sound 
financial sitUation the GO) undertaken (1) to ma tain the rate of growth of 
current government txpenditures below that of current revenues and (2) to 
progressively reduce t Ii. shLre of OtlayS on personnel. 

The (;OS will progressivelv cut back itn financial participations and 
reduce the role of iublic ,n:. cprises in the economy. Public enterprises will 
operate within the framework of progranm contracts designed to establish 
function;, objectives and responsibilit ies of tlihe .OS and various public 
enterprises, especiallv in the financial area. 

C. Money anrd Crcd1i t 

A restrictive credit policy will be continued through increases in 
Interest rates, where necessa ry, and the use of a systei of advance 
aithorization; for credit reque;ts of or above CFAF 70 million (approx. 
$24 5,000l).
 

I). Ba lance of Payments and Externl Debt
 

A priority gotl is to redu o tle balance of payments deficit to a 
manageable lhev'l in the lIung-ntitInr (e g. (-7% of G)P). The key to success lies 
in limlt lng Imports whil expanding and diversifying exports. This is to be 
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accomplished through the progressive introduction of an increase in import
dt Los and a selective export subsidy to encourage sectors that offer real 
export possibilities (e.g. textiles, knitted goods, fertilizers, agricultural
equipment and canned fish products.) 

'The GOS will make every effort 
to limit the yearly service on external
 
public debt to 
151 of export earnings. Commercial borrowing will 
be used only
 
o:r C: :,cLy productive projects. 

E. 	 Prices and Wages 

Thc GOS will continue to implement the policy of "true economic prices".

E:cep: 
for 	four sensitive food products (rice, bread, sugar and groundnut oil)
and 	producer prices for certain crops, all prices will 
be subject either to

preliminary approval , to monitored reporting, or will be entirely uncontrolled 
as 	of the erd of 1980. Producer prices for groundnuts and cotton will befi:e.d ,cl year at th, 
highest possible level cnmpatible with the anticipated

ex 	 rt price and intermediate costs to the 	GOS, though the Price Equalization
 
a d tabiliz.tion Fund will attempt 
to avoid excessive price fluctuations for 
ba,,ic 'eccssitLIS, particularly cereals. 

TV 	GUS will keep wage level increases within the limits of 
the 	projected

growth in CDP 	and dome.stic consumption in coming years. Annual wage
 
adj', Ln',nt Will hbased
he on 60% of the rise in the consumer price index since
th. 	prov us wage increase, plus the growth In real 
terms of per capita GDP
 
,vL" t . 5:tre period,
 

P. 	 : tKVonte 0 .__
 

Under Lhe Sixth Plan (1981-85), the GOS will attempt 
to increase the
 
KV2,;tM,,!I rate through:
 

Smainatenance of fixed investment at an 
average just below 17% 
of GDP, 
and 101 of GD' for public investment; 

- allocation of 55% of investment to directly productive sectors; and an 

- increase in the cruntri but ion of publ Ic savings from 15% of public
investmebt at the heginning of th 
 period to 25% by the end of the
 
period.
 

The evconomic rateo of return on inuvestment s must )e improved through a

jiidiium .n;choice of projects. Thus an Internal economic rate of 
return will

he C ,lculit ed in ,c cordace wi tL s tLand;ard 
 r, e-; , w1hich w II the n be comparedto th, Pho.tI 	 ttd opportuni ty cost of capi talI in Senegal. Planning authorities
 
will he strengthened. Improved monitoring of puiblitc sector projects will 
alllow ,'rr,'tive measures to he applied, where necessary.
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G. Actions in the Agriculture Sector 

GOS policy in the rural sector has the following priority objectives: 

- the development of food crops to decrease import depondency; 

- an increas.: and diversification of agriculture production; 

- the encouragement of farmer, to accept more responsibility by 
providing them with extension services and training in cooperative 
organisation; and 

- an increase in the incomes of farm tamilies. 

1. Incentive prices in agriculture 

The GOS has taken Ma jor steps by ,etting and maintaining remunerative 
prices for groundnuts and cotton. Lvies on groundnut sales are now limited 
to the amount sufficient to cover fertilizer subsidies. The aim of future 
pricing will be to adapt producar prices o export products to medium-term 
world market ;rices while taking into account the need to maint:aiu a proper 
balance among the preducer prices of vi riuu.s; agrico ltur, products. 

To achieve the goal of food sl f-reliaancy, the pricing polic'y for 
cereals (e.g. milIet) Isl;desipned to pro'vide an i:centive anid to koup prices 
in line with those of export ;ro:,mcts. TL. ,.' l ng-run aim is to -timulare 
a nationwide rereals ra,:rket throoch t hv removal of physical cbstacilis to the 
free circulation of cereals (c,.. lick ,! feeder roads). (0S iMitervertion it: 

to rest ri'ted to st sota] 
fluctuations in food suipply. Tnp. c,,;Sumer prices of imported food produnts 
are determined by import costs. 

tii: millet m arket i0 he r'kpi I ng and i"inimiin, sp';ca 

2. Reorganizatinn of -repiona I and tnt na]- rural developmemt institutions 

(;roundnut marketinp will be the reipnsibililtv I the c.operatives, 
which will deliver their production directly to the oil crush.rs. The' 
cooperative moavemelnt lha; bectome, the r:sponVibPlity of the reginal rural 

development agPncei's, under the gUilb ce Of the Ministry of Riural 
Development. Although the, public ,i',',tor will retain responsihilitv for input 
dis;tribution in the immed!iate futu r'e, thist function will he pr,,resriwlv 
tram;ferred to the su pli -r. of l-p,,i.,, the reglonal s cieties and the 
cooperative movem nt. 'Ih' village o;ect lon:; ;hould be strengthened, 
particnl arlv i n ,t;e d li ge nit. 

Pendinmg the :SL; P t'mllihlm o a village se tinns the GOS hias created a 

new agency (S;ONAR) to suppl Iy farm'r o withb inputs. HFnancin:1 mech.nlqnms are 
being set up .so that SON\R d,,s not have t, p'ovide finan:'ng for fe rtillzer 
slubsidies. The (;); hasot'qt up A study gloup toas ugige st the most efficient 
structure and manIagemei t of SONAR( amd propoat,; for partial OIr total recovery 
of its recurrent chargpes froam benefiri aries. 

http:crush.rs
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In view of the dissolution of ONCAD (Office National de Cooperation
et d'Assistance au Developpement) the GOS has made arrangements to drawliquidation statement up aby the end of the first half of 1981, to makearrangements for settling ONCAD's liabilities vis-a-visbanks, its suppliers and theand to report on former ONCAD personel-who have been retired-by-publyic-­
OJpfrapVlbice"nter


1,)rise's.
 

The regional rural development institutions will become the principalagents providing assistance to the cooperatives and promoting ruraldevelopment. This will require the setting up of flexible manangement systemscapable of working closely With village communities. A new internal structure
for SAuD, based on autonomy of the irrigated perimeters and participation by
the farmers in their management, is being developed.
 

In the context of strengthening regional and national ruraldevelopment institutions, program contracts will be agreed between the
agencies and the GOS. The program contracts will set 
forth action programs
allowing each agency the autonomy for staff recruitment and management butrequiring cuts in personnel in line with needs and financial resources. Therestructuring of the rural sector should be accompanied by a general review ofthe organization and personnel needs 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 andintends to increase the price of these goods in line with cost increases.study of the financial management will, be and 
A 

made will examine ways ofassisting farmers adversely affected by droughtthe without resorting to debtcancellation, which would undermine the basiccredit. principles of agricultureThe GOS will adopt the principle that the CPSP should, underconditions, finance the subsidies it 
normal 

pays out from the financial surpluses onimported and exported commodities that pass through this organization. Ifthere is an exceptional shortfall of funds the Treasury would supplya the CPSP,for limited period, with sufficient funds to continue its operations. 

4. Reorganization of distribution of seeds and other agriculture innuts 

The quality of seed stocks has seriously deterioratedmanagement of the. seed and thecredit program has suffered from the same accountingirregularities as agriculture credit accounts. 
SODEVA is to undertake trials
aimed at expanding village seed storage capacity and disseminating knowledgeof established methods of seed protection. Management of seed stocks is to be
progressively transferred to village sections. 
 The GOS will establish
mechanisms to link the regional rural development agencies with the orderingand distribution of inputs. Direct delivery of inputs by manufacturers 
small farmers will be introduced. 

to 



5. Overhaul of agriculture credit 

i Anl audit of cooperative accounts in the peanut basin is to be carried 
out and presented to the GOS. Terms of credit will be tailored to the size of 

....	 the-farm-and -the-catcgories-of equipment ordered. - Loan recovery -wi-l-be 
reinforced by restoring the link between marketing and production. Tle terms 
of reference for a study on reorganization of agriculture credit have been 
approved. 

6. Overhaul of groundnut collection and weighing operations 

The marketing of groundnuts by ONCAD in the past has led to 
considerable losses. 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. 

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 maize and sorghum will remain in the private sector. 

8. Creation of village sections within cooperatives 

In order to provide a sounder basis for a system of joint and 
multiple liabilities with respect to credit and to ensure farmer participation 
the GOS and the regional rural development agencies will encourage the 
formation of village sections within the cooperatives. Village sections will 
be made nore effective through a functional literacy program for their 
reprosenta tives. 

9. Reor anization of agrictilture research 

The GOS will continue a policy of improvement in agriculture 
research, but with a new emphasis on the constraints faced by small farmers 
through an interdisciplinary research program. The research will be organized 
b. natural region; (a) the fleuve region for Irrigation and mixed crop ant 
livestock farming; (b) the pasture area for extensive stockraIsing; (c) the 
groundnut basin fpr intensive rainfed agriculture and the existing association 
of crop cultivation with livestock; and (d) Casamance for Intenslve 
stockraising and farming systemu based on paddy rice. 
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SUMMARY OF MAJOR REQUIREMENTS UNDER THE IMF STANDBY AGREEMENT AND THE WORLD
 
BANK STRUCTURAL ADJUSTMENT IOAN
 

A. 	 Int.roduct ion 

SLnce the introduction of the World Bank Structiral Adjustment Loan (SAL) 
in late 1950 thbe World Bank and the LMF have been working together closely to 
ensure chat rle vajor reqaircments under these two agreements are compatible 
tad, whur, i,'4s ible., ritta!ly ri.nforcing. The IMF standby arrangement which 
must, be renegotitnIted annually has sinc.' 1981 incorporated the major 
out Ltdlunii!ii rm,ArtcuntS r nder the SAL. In tho division of labor between 
Lhose two i m,Litut ;s, the 14F has cqncentraLtel o the mamcroeconomlc aspects 
of fcn, mic staLilization while the Wet 3i Bank L1i assumed responsibility for 
Monitoring ,r'icluitru iand ional relcrmr.*nl , Ltitu 

B. Genera 1 N)h IctLivr"; 

lhre pa of .() jma;td tontas defined in the COS Declaration of Economic 
Pol icy in 1980 has proved to be overly ambitious in terms of the 
r o; toirveinhis 1)1 the Ser',.egales. economy. Thus the objectives for 
statiliz.tion have len revised downnird, . The G03 under the current program 
(approved by th IMI Execuylve Bard in November 1982) is strlving for: 

a reiiction in the external *'turrlt account deficit from 150. of GDP 
in 1982 to 12. 1 in 1983; and 

q reduction in tL(e puhlic finance deficit from 9.47 of GDP in 1981/82 
u 1 il 1087 /01. 

,. Publ i c n/ e!; 

1. Ik Iuirim.;vt in the area of public finances focus on: (1) Increasing 
govri ,vm t ,'.vuue; (2) r ntr 0;nq current expenditures; and (3) limiting credit 
,:-i -,0i u p,,tl illy dm regards the Wi n ig sy 't:n!n' c!rimA on the 

(;'verirmelnt. Aq a reanofn; ic i rgovil ernlment revenue the (OS has agreed to: 

a. 	 increase fi:sc al duyLv on Imp, rts by 57 and improve tax collection 
wh ich slould ncruasen .o it r.he S.lnam pace as (;PP; 

b. 	 m'rease taxes on alcoholic beverag;in by 31"; and 

C. 	 Increase the tnx on K 1oIlanlts f ron CFAF 9 4/Eg to (;l'AF l 5 0/I.g. 

2. In order to ,onti ln puhilc expendlitures the ;S has undertaken to: 

a. 	 control recr itmn tt so thait th' wage hill increise; by ls'; thani 
7% In 1982/83; 

h. 	 study mtilsivql If rvdluvtg the rate of growth of public nector 
VmlPloyme t to 17 In 198,/8i; 
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C. 
 increase the ex-rofinery prices for petroleum products by at
 
least 14%; and
 

(I reduce the reficlt of the _PiIce Equaui 4zati1.o n and Stabli iza t ionFud' f rom- CF-AF'20- -bill"ion In 1981 /82 to CFAF 10 bi lion in
19841/83. 

3. rotal domestic credit Is to expand by no more than 14% over thefrom July ist. 1982 to June 30th 1983 with growth in net government claims 
year 

onthe banking system liimfted to about 20Z. Over tie same period the Gos isexpected to reditce Its arrears by CFA!' 12.6 billion (approximately t35

million).
 

D. Elxter.al Sector 

MUieSlres required to prevent further deterioration in the balance ofpayments include (1) containment of growth in imports (2) an increase in thesubsidy rate fur nontradItIonal exports and (3) limits on new external publicborrowing. 
One of tho objectives belhnd the commitment to increase the fiscalduty on Imports by a further 5% Is Lo restrict the increase in imports toabout I1z In OFAF terms. The subsidy rate on certain exports is to beincreased to 
1)Y of tile f.o.b. value of exports. Tihe subsidy is to be
oxtended to market-gardn 
 produce, food and inechaical products and other
 
areas where Sooegal has excess production capacity.
 

New govvrim.ent and gvvernment-guaranteod external borrowingmnturlrtes ,if1-12 y'oars is to be limited to SDR 20 million 
with 

(approximately t22million) over rthe period from July 1st 1982 to June 
with 

30th 1983. New borrowingsmaturitir' of I to 5 years are to be limited to SDR 2 million
(approximately 12.2 m'iillion) over the same pe rod. aAs me.ans of providingshort-t.rm relief for thif GOS with respect to debt service payments, ureuschedit ling of external publ Ic 1!$Lbt with maitur tics fnllIng due in 1982/83and nonguaranteed hank debt tot mattirities falling due In 1981/82 and 1982/83is to be sought Lunder tile aIspices of the Paris Club. 

F. ActIons [it thie Agric iLure Sector 

The major thrust of actions to be taken In the agriculture sectorways of improvitg. the efficiency and reducing 
involves 

Intermediate costs in thegroundnut sector. A te,m of experts Is to be set tip. to improve the accountingsystem of the Price E'quiallzation and Stahl .1zat Lon Fund t (itmajorInotitution In the sgricultUrP 4ector) and the financial control of theiriinnlctiins bet, wtn tihe Futnd tnd other pertInnt organ iza tions, 

I (n I ,, (d!,,l' i'tiot I tin et ie Sta hl IO t Ion dts 1'r Ix (CPSP) 

, +++= ' :,++ ++,++I
=+m: 


http:short-t.rm
http:Elxter.al
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1. Groundnut sector: price compensation and marketing
 

Since the producer price for groundnuts is fixed while the export 

price Is variable, the financial equilibrium of the sector may have to be 
assured through a system of 1evies (paid by oil crushing-f Irms tO tihe-'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 tie oil crushing
 

firms in the event of an export price that is below the producer price plus
 
intermediate costs). The amount of subsidy or levy is to be determined at the
 

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 on the domestic
 
market there might also be a need for a similar system of levies or subsidies
 
if the domestic selling prices fixed by the government are above or below
 

production costs. In regulating prices, the GOS 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 products the levy or subsidy is to be
 
expressed in CFAF/Kg of unshelled groundnuts and is subject to adjustment in
 

the following September. For domestically consumed oil the levy or subsidy is
 
to be expressed in CFAF/liter ex-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 simplifying 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 a new seed distribution policy pi [or to
 
October 1, 1982. This new policy is designed to make it possible for farmers
 
to choose between holding back their own seeds or obtaining them from a
 

national stockpile. In the first case, farmers are to receive a bonus of CFAF
 
80 per kilogram of seeds held back, calculated on a pro rata basis to the
 

amount of groundnuts they have marketed. In the second case, farmers are to
 
receive seeds from a national stockpile, also on a pro rata basis to the
 
amount they have marketed. The seed stockpile is to amount to 120,000 m.tric
 
tons for the coming crop year, of which at least 20,000 tons are to be seeds
 
held back by tile farmers themselves. 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 sanme 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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3. Fertilizer
 

Beginning November 1, 1982 fertilizers are to 
be sold for cash at a

price averaging CFAF __er kilo
 
o--fefrtilizer-. 
The Government will authorize the Soci~t6 Indtistrielle des
Engrais du S~n~gal (SIES) (privately owned fertilizer 
nixing plant), within
the framework of 
a program contact system, to roake 
its own arrangemients for
fertilizer marketing. 
 In addition, the Government undertakes gradually to
reduce the amount of subsidies granted for fertilizers. It will study the
possibility of reducing the amount of 
the annual subsidy by 25 per cent over 
the coming crop year. 

4. SONAR
 

SONAR's (Societe Natiorule d'Approvissonnemneut Rural) operating
budget is to 
be taken over by the Central Government in 1982/83 under,Treasury
operations. Its accounts are 
to be audited by the Central Accountant forPublic Agencies, ("Agent Comptable 
the 

Central des Etablissements Publics"), zildIts expenditure commitments are to be authorized by the Controller for
Financial Operations ("Contr6leur des OpiratLuns 
 Fitiane llres"). SI nce SONARwill be relieved of its responsibilities as regards ,he distribution of

fertilizers, its staff is 
to be reduced. In fiscal year 1982/83 no periwinontstaff is to be recruited and the number of temporaries Is' o be reduced to5,000 man/months, representing a decrease of about 40 per cent compared with
 
the previous year.
 

5. Sua 

T e prices for milk sugar are to he raised 50 per cent effectiveNovember 1, 1982. 
 In addition, the Governmunt is to re-examine its agreemeit
with the Senegalese Sugar Company (Compagnte Sucribr, SCntgaltnse), before
December 15, 1982, and In to adjust pricoeq as necL.rv to elirinate any
subsidy in 1982/83.
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ECONOMIC, TECHNICAL, AND FINANCIAL JUSTIFICATION
 

FOR FERTILIZER IMPORTS
 

EXECUTIVE SUMMARY
 

A. Conclusions
 

1. 	 Fertilizer application iK Senegal is economically viable as indicated
 
by the favorable value cost ratios and the foreign exchange earnings
 
and savings created by fertilizer use.
 

2. Fertilizer demand is clearly sufficient for the amounts proposed in
 
the PAAD of 12,000 mt of urea, and 5,000 mt of sulfur for the 
fertilizer mixing plant, Demand estimates by the Ministry of Rural 
Development and the private sector firm respon;ible for di strihution 
of the urea and the mixed fertilizer confirm this. 

3. 	 Rural Development Agencies, suc h as SODI FITEX (cotton) and SAED 
(rice), are a stable source of fertilizer demand; while in the peanut 
basin, SODEVA (peanuts aid millet) is being replaced by a private 
sector marketing arrangement and demand is difficult to predict. 

4. 	 Private sector distribution of fertilizer by the private firm (SSEPC)
 
arranged for by the Government demonstrates a willingness to move 
towards privatization of fertilizer distribution and marketing.
 

B. Background
 

Senegal's fertilizer consumption has dropped drastically in recent years
 
due to four major reasons:
 

-	 The removal of credit after the dismantling of the parasatal ONCAD 
in late 1980.
 

- An increase in prices to the farmer (100% between 1982 and 1983) 
requested by IMF/World Bank as the first step in redeqtion of subsidy 
levels financed hy the GOS. 

- The absence of an organization cadpable of managing the variou; 
functions of a nationwide marketing stm. 

- The confuision in tle minds of farmers as to the (;ovtrnment's :,ture 
intentions regarding suppJy of inputs, f ort ili zer subnidtiq 'imid 
possible req;umpLtin of credit. 

Neverthcler;s , the need fonr fertilizer is substantial. The aoiomunrt of 
nutrients extracted by crno]ps rnuh hig,,hpr .ammoiunit s et soilsIn tai app lied tiIhe 
with fertiliers . Thus, the present decri:;e in fertilizer application Is 
contributi ng to a progrenssiw, decrea se in soil ert i11I tv. 
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C. Economic Profitability
 

Further, The economic profitability of fertilizer use has also been
 
clearly established: Based 
 on IF)C curves of yield increase per unit of
 
nutrient I , the value cost ratios of fertilizer use for four major crops, in

four diffwrent 
 regions, using six dif ferent price hypotheses have been 
determined. (For det.ils, see Tables 10, 11, and 12.) The general
 
conclusions that 
can be drawn fron these analyses suggest that: 

- from the farmers' point of view, fertilizer is profitable on most 
crops :xcept groundnuts in the drier, northern part of the country. 

- from a macroeconomic view point, fertilizer is clearly a good 
investment, in particular, if we consider the foreign exchange earned 
or saved. 

D. Demand 

An estimate of fertilizer need nationwide, based on the most pessimistic
 
hvpothes.,s, calls for an annual application 
 of 115,000 tons of compound
fertilizer and 70, 00u tons of urea, while this year's estimated consumption
(1983-84 season) is approxi matelv 28,000 tons of compound fertilizers and 10 ­
12,000 ton; of ureA
 

En. Eliminatin; th, Cns traints 

The conarainqt; on :crtilizpr' consliption are, therefore, not due to a 
lack of econinic pr fftahility, they are institutional. This is where AID
 
through its ,rt i lir impnrt pro'g, -m, 
 has an opportunity to work with the GOS
 
to tlk the difficalt meAsurus 
 needed to eli minate the institutional 
constrdints. 'Th. inmporti'Jt fertilizer consumption constraints to be addressed 
a re: 

Coordination hetw't'n r'iarcb and farm ext.ensio ,services
VS jTTi-i - ;':--17,ia a ';isti-Ft-, in i , ,V, i7o(d working agreement s 
between thes'e srvices aid field technicians are participating in the 
conduc.t of impr ,vel t iell tria l.,s on Farmers fields. Inclusion of 
fertili ze r trial.,, alo " th, line,s recommeinded by IFDC (i e.,

phoahhit e r,,ct:Pand no tiion t ,nsulfur ,re toa e included in the further
 
dovelopmu t af thi'; priram).
 

l'he '7antiAidii ',,i in firm commuity pri ces (6n CFAF/k,,.. for 
rici, )b CFAI'/kg,. for miliclt and 50 (IF'AF/kq. !or corn, announced on 
May 1, 1 "1 l I' fll,' 8 4 'rrop a 'ao ;l) rid the inentive for 

',dn'd produt iol did
l tlre'for , fertilizer use. At miirk,.t priceswhiclh ,A ?Q -- .,' , ' e off iial priceo; thv ratioIiv, th t Iniput/outltt 
is vvlilivn f tlani thlilt useidl'', Imore, l}rhli In thie ana|lysis5 of thi s paper.
The IJ1:;AI) will ,(ut iii' ,Innii);1m i ciont,,ti 9,e price as; a moaniu; of 
.;ttiil tl I II~j' ill'' i;; ,'h ulzuIuit Ii)l* 

I IFI)C (Internat Ilt D~evelopamal orL iz,,r ment Cvn tr, Mussel Shoals; , Alabama) 
r, eallreh carr :l ot t Iii .''aeg, a l in 197(-/ . 

!~ 
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Credit 
Fertilizer supply has been directly linked to agriculture credit 
until recently in the peanut basin and continues to be in the other 
regions of the country. The new credit organization has not been 
established nor have operating procedures been drafted in sufficient 
detail to predict the credit impact on future levels of fertilizer 
use. USAID is involved in the consideration of the credit system and 
anticipates GUS pilot programs in 1983-84. Sound and economical 
lending practices are important to increasing fertilizer use and 
priority is be ing given to improving the credit system for these 
reasons. However, at current levels of the import program, the 
limited credit supply is not Pisidered a critical factor. 

Marketing system 
By transfering ohm responsibility for fertilizer distribution to the 
private sector, the GOS has tak n a major step forward in putting 
this industry under good managen:ent. The GOS policy is to convert 
all fertilizer distribution and marketing to the private sector but 
has not elaborated this policy in terms of either organizational 
structure or time frame for the rice and cotton production areas. 
USAID involvement with several regional development agencies (RDA's) 
provides a working relationship for assisting in the transfer of 
fertilizer marketing from the IDA to the private sector. The 
fertilizer marknti, study proposed in this paper will provide a 
reference and master plan for this transfer of responsibility. The, 
objective of this transfer will be a more responsive and economical 
arrang ement for fertilizer supply to Senegal's farmers. In this 
case, the interim stage of reorganization is not seen as a critical 
const ra i nt within the import and use targets of this project. 

In summation, the U.S.-financed fertilizer imports in this PAAD will 
provide a hasis for regular policy level dialogiue with the Government at 
senior level, . It will offer an opportunity to counsel and assist the GOS in 
taking the difficult, but necessary, decisions needed to alleviate the above 
mentioned constraints. 

(j,
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ANNEX E 
ECONOMIC, TECHNICAL, AND FINANCIAL JUSTIFICATION
 

FOR FERTILIZER IMPORTS
 

1. FERTILIZERS IN THE SENEGALESE AGRICULTURE SECTOR
 

A. The Agriculture Environment
 

Senegal is situated on the western edge of the Sudanese climatic zone.
 
The climate varies widely in temperature and the length of the rainy season
 
increases moving inland. Kean annual rainfall ranges from 30G mm. in the
 
north to about 1500 mm. in the South (See Figure 1).
 

All main agriculture soils of Senegal are ferrlgisiuq tropical soils. 
These soils are predominant in the central and southern grorundnut basin and 
middle Caqaiance. Dominant soils in eastrn Seneg:l] are shallow over ,:i 
ferruginous crust. Deep soils suitable for cropping arc found in valleys. 
Soils are more weathered and Less course in textuLire in the sounher n reeuion. 

All lanil( usC reflects a prcdominantly subsistence crop productio: Pattern. 
That is, the extended faiailv ("carr&") cultivates a collerction c! fialds 
("exploitation") under the responsibili~v of the head of tl familv. 
Typically, crops are grown on 50 - 80 of the exl)loitat ion. The remaining 
land is cultivated b nuclear families and the women tor their own benefit.
 
(See Figure 2.)
 

B. The Farming Sostem
 

The farming systems in Senegal are described in some deta i I in Chapter 
VIII Background Description, particularly sections B.2 and B.3 which describe 
the agriculture sector and the key elementy of the GOS strategy to deal with 
agriculture se tor :robleums. The section point: out the seri'us problems 
cteated by irregular rainfall, the problem of soil depletion, the economic 
conseqtuelce ofo overdependenec upon the peanut crop, the malftioctLin; of the 
regional development agencies and cooperatives, tim future of tie anriculture 
credit syst'im and the problems that have been experienced in agriculLure 
pricing. Th following sections of Chapter VIII ,1su1mnmarizre pregramthe hold 
which Pi GOS unde rtook and notes the specif ic actioils in implemn ting the 
p rog ran. 

In this cihan ijng s;et t tg USAlI) proposes that a f erti1li :er import program 

canl produce sever.al mportant benefits. The has i c iof ristructire for 
fertilizer productiion, distribut ion aind "1', in in lact. The I me rs 
generally unders Laml fertilizer t"tie, in fac t its5; pri c and suppliy is often 
mentioied in polit-ical debate. Fertilize r applicittion i; now ec:o:orni('al and 
is likely to con inuoe ao "nder any for ;no abli comhinat ion of event; in t h 
near futire (not' S ct Ion11, 'ronomic hi:; tification of I'it I izi " Use", 
which ollow::). While there a m a inirbr of cons;t railots which will hindler tLh 
,s;e of t rtilivr, USAII) (working closely with th' WS) can si;nificNtl 
modify the:;e and WlFtlliLa t Ihret( o Wrilt "N'.o il lizvr 

Thie fert lizer te'chno log y In Senegal wa; tho rougily ,t diid in 1975/76t by 
the InternaLibonal .ert iilzcr )eve:lol)op ei t Ceter. (1) lpottn r.ceivil;ti reiuest 
from the Mini.stry of R"tai o for a n;q intace, in prtilil,,r Iporlt !;rl)v me(nlttit 

(
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the USAID requested an update by IFDC in 1982, (2) This analysis was further
 
up-dated in 1983. (3) The IFDC analysis stated that the agriculture
 
enflerprise of-Sene a can sefully-itcrease-fertilizer-use-fromthe-1975
levels of 92,909 metric tons. 
 The IFDC cooperated with the GOS in fertilizer
trials and demonstrated response to fertilizer use of 
5-14 kg. of cereals per
kg. of fertilizer nutrient. 
 Responses varied considerably among locations and
the results of only two years were 
reported thus one 
should be cautious in the
 use of the IFDC observation. 
However the results provide an indication that
fertilizer is indeed beneficial and the analysis of 
this paper further
 
demonstrates its economy.
 

In study of the implications of assistance with fertilizer use and supply

USAID has noted a number of constraints, as suggested by 
the Hission stnff,
USAID technicians, consultants and other agriculture specialists.

following section reports our analysis of 

The
 
the nature of the most commonly
mentioned critical constraints over the time frame of 
this project.
 

C. Research and Development 

One of the problems has been a lack of 
communication and difference of

approach between the development services and research organizations. 
 At the
level of fertilizer use, this is 
seen in the discrepancies between formulas

recommended by researchers and those recommended by the Hinistry of RuralDevelopment and the extension services. 
The difference of opinion is between
the long-term and the short-term. The national researchlinstitute's (ISRA)
basic position is that in order to maintain the long-term fertility of 
the

soil, 
the amount of nutrients brought to the soil should be at least equal to
the amount of nutrients taken out 
by the plants. The Ministry of Rural
 
Development's (MRD) view is that the amount of 
nutrients to be put in should
be the amount necessary to 
maximize the financial return to fertilizer use
 
given price constraints.
 

However, in recent years, under the influence of USAID, relations between
 
the research and certain extension arms have improved significantly, An
agreement was signed between SODEVA and ISRA in 1980 aimed at 
coordinating

research findings with development needs. 

D. 
 The Role of the State
 

The influence of 
the State has, been somewhat pervasive in many aspects of
rural production activities. With respect 
to fertilizers, GOS influence is
pnrtLcularly important in 
terms of 
credit and price fixing for both inputs and
outputs* 

1. Credit 

The dissolution in 1980 of 
the National Office for Cooperation and
Assistance for Development (ONCAD, see Annex G), which was responsible for
agriculture credit (mainly in the peanut basin), has meant an almost complete

disappearance of rural credit which in turn has led 
to considerable decrease
in fortilizer consumption, During the 1980/81 season, 57,400 tons offertilizer products were vold in Senegal. The following season fertilizer
consumption decreased 
to 39,000 tons; and during the l98/83 season, (when

fertilizers were sold on a cash basis) consumption dropped to approximately

15,000 tons,
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2. Pricing policy
 

Prices of both inputs (fertilizers) and outputs (cereal grains and
 

export crops) are fixed by the GOS. The price of fertilizer have been heavily
 
subsidized (See Table 6).
 

Although the GOS has fixed prices, Table 3 shows that there has been
 

no long-term stable relationship between the ratio of fertilizer input prices
 
and crop output prices. The ratio of peanut prices divided by fertilizer
 

prices has varied from 1.07 to 3.46 during the period of 1965 to 1982.
 

This lack of consistent pricing policy is surprising given the good
 

correlation between the price ratio and the consumption of fertilizer for
 
groundnuts two years later (See Table 4). However, this correlation becomes
 

less consistent after 1977 because: (1) due to the decaying credit system,
 
farmers could ta1c delivery of fertilizers knowing that they might possibly
 
avoid eventual payment, and (2) in 1978/79, the GOS entered a period of
 
financial uncertainty and was unable to fund the subsidy nor pay the supplier
 
for fertilizer. 

The fertilizer price to the farmer was increased 100% between 1982
 
and 1983, and the World Bank reform package projects additional reduction in
 
the fertilizer subsidy and increase in price to the farmer. Profitability of
 

fertilizer use under these changed conditions is analyzed below (See
 
Hypothesis 4 pages F16 and 18).
 

E. Eliminating the Constraints
 

The constraints of fertilizor consumption are not a result of fertilizer
 

economics at the micro and macro-levell but are institutional in nature. AID
 
through this fertilizer import program and related activities in other country
 

projects is able to address several of these. While major institutional
 
reform can not be expected within a one year program the combination of
 

resources is expected to have significant effect and facilitate increased
 
levels of fertilizer use and more effective application. The important
 
fertilizer consumption constraints to be addressed are:
 

- Coordination between research and farm extension services 
USAID/Seaegal has assisted in astablishing signed working agreements 
between these services a60 field technicians are participating in the 
conduct of improved field trials on farmers fields. Inclusion of 
fertilizer trials along the lines recommended by IFDC (i.e.,
 
phosphate rock and nutrient sulfur, are to be included in the further
 

development of this program).
 

- Input and output 2ricas 
Tre continued increase in, form commodity prices (60 CFAF/kg. for 
rice, 55 CFAF/kg, for millet and 50 CFAF/kg. for corn, announced on 
Hay 1,-1983 for the 1983-84 crop season) raise the incentive for 
increased production and therefore fertilizer use. At market prices 
which are 20 - 40% above the official prices, the input/output ratio 
is even more favorable than that used in the analysis of this paper. 
The USAID will continua to support incentive prices as a means of 
stimulating increased production.
 



E-7
 

- Credit 
sFertilizer~upply
has been directly-linked to- Igrculture-- redit"-­

until recently in the peanut basin and continues to
regions of the country. be in the other
The new credit organization has not been
established nor have operating procedures been drafted in sufficient
detail to predict the credit impact 
on future levels of fertilizer
 
use. 
 USAID is involved in the consideration of 
the credit system and
anticipates GOS pilot programs in 1983-84. 
 Sound and economical
lending practices are important 
to increasing fertilizer use and
priority is being given to improving the credit system for these
reasons. However, at current levels of 
the import program the
limited credit supply is not considered a critical factor.
 

- Marketing systemBy transfering the responsibility for fertilizer distribution to theprivate sector, the GOS has taken a major step forward in puttingthis industry under good management. The GOS policy is to convert
all fertilizer distribution and marketing to the private sector but
has not elaborated this policy in terms of either organizational

structure nor time frame for the rice and cotton production areas.
USAID involvement with several regional development agencies (RDA's)
provides a working relationship for assisting in the transfer of
fertilizer marketing from the RDA's to the private sector. 
The
fertilizer marketing study proposed in this paper will provide a
reference and master plan for this transfer of responsibility. 
The
objective of this transfer will be a more responsible and economical
arrangement for fertilizer supply to Senegal's farmers. 
 In this case
also the interim stage of reorganization is not seen as a critical
 
constraint within the import and use targets of 
this project.
 

F. The Fertilizer Sector Today
 

1. Fertilizer production: SIES
 

The Industrial Fertilizer Company of Senegal (Societ6 Industrielle
des Engrais du Senegal 
-
SIES) will remain the only company producing chemical
fertilizers in the country until Chemical Industries of Senegal ("Industries
Chimiques du Senegal" 
- ICS) becomes operational in 1984. 
Capital

participation in SIES is as followp:
 

$SEPC 
(Societe d'Engrais et do Produits Chimiques) 21.57 X- International Finance Corporation (World Bank) 17.98 X
- Societe Kalt und Salt A.O. 10.79 %
DIC (Entrepriso Hini re 
at Chimique) 
 10.04 X
SCPA (Societe Commercial, des Potassas at do VAzota) 
4.35 X
Societe Sonegalaiso doe Phosphates do Thias
Compagnia Senogalaiso des Phosphates do Taiba 

8.99 %
 
3.59 %

HNDS (aSanque Natilonale do Developpoment du Sdndgal) 9.89 %
- Other Sonosalo Bflanks 4.50 .
S. Othrs 

8.30 2
 

.+.+I
-::+:.
,_-D.. +,':+:.,T.
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EMC and SCPA, both companies of a French private group called Mines
 
de Potasses d'Alsace (MPA) are majority shareholders of SSEPC (90%).
:Therefore, -Mines--de Potasse "d Al a - also the- major -shareholder of SIES--­

through its different participations. As will be seen below, MPA is also
 
involved in the new ICS project.
 

The SIES chemical fertilizer plant has been on stream since 1968 and
 
produces superphosphate, DAP, and mainly NPK complex fertilizers with a
 
capacity of approximately 60,000-120,000 mt of product, depending on NPK
 
grades.
 

The plant consists of four production units: sulfuric acid,
 
phosphoric acid, superphosphate, and granular DAP/NPK.
 

The sulfuric and phosphoric acid plants have design capacities of 200
 
mtpd H2S04 and 70 mtpd P205, respectively, and use sulfur and phosphate
 
rock as raw materials.
 

The superphosphate plant has a design capacity of 300 mtpd and can
 
produce either SSP by reaction between sulfuric acid and phosphate rock or TSP
 
by reaction between phosphoric acid and phosphate rock.
 

The NPK granulation plant has a design capacity of 300-600 mtpd,
 
depending on fertilizer grades, by using the following raw materials:
 
superphosphate (SSP and/or TSP), sulfuric acid, phosphoric acid, ammonia,
 
potassium chloride, and Phosphal (calcined aluminum phosphate). This
 
granulation plant can also produce DAP by reaction between phosphoric acid and
 
a ionia.
 

The SIES factory includes a bagging unit of 800 mtpd (24 hours). Raw
 
materials storage capacities are 2,000 mt for ammonia, 10,000 mt for sulfur,
 
10,000 mt for potassium chloride, and 15,000 mt for phosphate rock. Storage
 
capacity for bulk and bagged products is 34,000 mt.
 

Fertilizer production from the SIES plant increased from 34,000 mtpy
 
in 1971/72 to 100,000 mtpy in 1976/77 then decreased sharply to the 1982/83
 
level of about 15,000 mtpy due to a combination of external factors affecting
 
demand, including credit and changes in the distribution system.
 

a. GOSISIES A&reezant (The "Convention d'Etablissemant")
 

Since compound fertilizer production costs are higher than the
 
price paid by farmers, the relationship between the State and SIES has had to
 
be formalized. The agreement defines in particular the way costs of
 
fertilizers are computed in order for SIBS to be reimbursed by the State. The
 
fixed costs are considered to be covered on the basis of a production of
 
60,000 tons to which are added variabla costs and a 6% margin for profit. The
 
Agreement also states that the oGdvrnaent must purchase at least 30,000 tons
 
of fertilizers from SUS each year, Therefore, SIBS loses money if the
 
consumption of compound fertilizers In Senegal is bolow 60,000 tons, but io
 
guarantoed at least the payment for 30,000 tons per year.
 

Mlinor exports, between 5-10% of production, made oy SIBS are not
 
taken into account in this calqulation. The only export possibility at
 
oreens t world prices for SIBS is triple super phosphate made with loca
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products and sold in small lots to neighboring countries. Such exports are
only possible for SIES if all fixed costs 
are charged against local sales with
the r vering-only variable costs.--is'the¥ foe -,form of export

subsidy.
 

b. The Program Coriticct("Contrat Plan"):
 

In 1982 the World-Bank asked the Government, in the context of
the structural adjustment program, to sign a program contract ("contrat plan")
with SIES/SSEPC. Several 
reasons dictated this approach:
 

First, the State, through ONCAD and SONAR1 owed approximately
2.5 billion CFAF to SIES for past campaigns (which were finally reimbursed
almost completely in 1982). The signature of 
a program contract under tho
aegis of the World Bank was seen as a guarantee that further undue delays on
 
repayment would be abolished.
 

Second, the State had agreed in the context of the Economic
Reform Plan that SONAR would be phased out of the fertilizer distribution
business to be replaced by the private sector. 
The program contract was seen
as a means of designating the responsibility of the different participants in

this new approach.
 

This program contract was signed In January 1983. 
 It specifiles,
as far as SIES is concerned, the dates at which the State is 
to order from
SIES, 
the prices (based on the operative agreement), and the financial
arrangements (down payments representing 30% of the 1983/84 season were 
to be
paid in early 1983). 
 As of April 1983, the down payments had not yet been
paid to SIES, and consequently SIES decided not to honor the Government's
 
order until payment was received.
 

cO Raw material supply and prices of final products
 

Except for phosphate rock, which is produced locally at Taiba
and Th as, all other raw materials, such au ammonia, sulfur and potassium

chloride are imported.
 

Ammonia comes from Europe at a high freight cost. 
 Indeed the
storage capcttyat the plant is limited to 2,000 tons and consequently

shipments are of only 1,500 tons each. 
Such small shipments are difficult to
obtain and cost more. 
 This situation should change In the near future as 
ICS
will have an additional storage capacity of 9,000 tons.
 

Sulfur Is bought through a Fraench broker and originates in
 
Poland,
 

KCL is bought in France from the parent company of SIE8, (I.e.
EHC/1ines 0 otasses VAl4c.o).
 

1SOUAR National c;oMpany for su-pply of to ,theinputs rural sector. 
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SIES has no long-term contracts for the supply of raw materials, 
-- nteefr~ol b -uledfroth U.-S.. market. __ 

Table 5 indicates the FOB and CIF prices paid by SIES compared
 

with the FOB and CIF prices for the same products from U.S. markets. U.S. FOB
 
prices are competitive or sometimes lower than international prices for
 
sulfur, KCL and urea. However, U.S. flag rates make the cost per ton landed
 
in Dakar (CIF) 30-35% higher than the same quality and quantity of fertilizer
 
shipped on non-U.S. flag vessels.
 

Table 6 presents the level of subsidy on fertilizer prices
 
(around 60%) for all fertilizer grades except DAP. DAP is produced with local
 
products and carries a subsidy of less than 50%.
 

Table 7 compares SIES prices with international prices so as to
 
determine if Senegal would not be better off importing compound fertilizers
 
rather than having them mixed in the country. If we take into consideration
 
the 15% customs tax which is paid by SIES on imported raw materials, SIES
 
prices are equal or lower than CIF Dakar plus customs tax prices.
 

2. Fertilizer Marketing: SSEPC
 

The Senegalese Fertilizer and Chemical Products Company, a private
 
company, is a 90% subsidiary of EMC. For the 1983/84 season, it will replace
 
(on request from AID/IMF/World Bank) the parastatal SONAR for distribution of
 
both compound fertilizers produced by SIES and imported fertilizers (urea,
 
KCL).
 

Given the difficulty involved in setting up a network of independent
 
distributors at the national level in one year, SSEPC will have to utilize the
 
services of the Regional Development Asencies (RDA's) and contracts have been
 
signed with each.
 

The number of sales depots per RDA is as follows:
 

SODEVA 96 (Peanut Basin)
 
SAED 38 (River Basin)
 
SOHIVAC 62 (Casamance)
 
STN 5 (Northern Coast-Market Gardening)
 

In addition SSEPC has 5 sales depots of its own.
 

It is too early to have a complete Ideasof how this new marketing
 
arrangement is going to work as specifics are evolving. Since it is the RDA s
 
personnel which are used of the sales depots, it is not yet clear how they
 
will deal with this additional amount of work and what sales procedures will
 

. :be followed.
 

The broad outline of a possible marketing organization for subsequent 
years wi') be presented latur In this paper. 



3. Sales forecast for the campaign 1983/84
 

In a notedated April1, 1983 by the Ministry of Rural Development, a
forecast of fertilizer sales of 58,498 mt, 
based on the data furnished by the
RDA's was proposed. (See Table 8)
 

lowever, this GOS note specified that the World Bank, which finances
the subsidy on fertilizer, considers these figures as 
too large and has
limited its participation to the financing of a total tonnage of 30,000 tons.
 

SSEPC itself has made the following sales forecasts:
 

Fertilizer Grade 
 Quantities
 

14.7.7 
 8,000 tons
 
6.20.10 
 4,000 tons
 
8.18.27 
 7,500 tons
 
Other NPK 
 3,500 tons
 
Total NPK 
 23,000 tons
 

Urea 
 10,000 tons
 
KCL 
 5,00 tons
 

Total 
 38,000 tons
 

Some sales are guaranteed as in the case of SAED and SODEFITEX.
 

SAED puts fertilizer on the irrigated perimeters; its needs irs

for 4,500 tons of urea and 3,000 tons of DAP. 
SODEFITEX sells
fertilizers on a credit basis to farmers for cotton; its needs
 are 5,000 tons of KCL, 1,500 tons of urea and 7,500 tons of
8.18.27. 
For the other RDA's, consumption will be a direct
function of the attitudes of the farmers, the biggest unknown
 
being the peanut basin.
 

The USAID fels that the SSEPC estimates are the most accurate
 
since SSEPC is in direct contact with its sales outlets which in
turn are in daily contact with RDA's, cooperatives, farmer
 
Croups, and privatebuyors. 
It should be noted that the imports
fijanced under this PAAD in the fall of 1983 will be used for
the campaign 1984/85. Fertilizer imports must arrive In Senegal

in February/HarL+ 1984 to be in time for the first rains that
 
will begin In late May or early June 1981.
 

,. TheFertilizer Sector Tomorrow
 

1. Supply: l0CChemicalIndustries of janeal) 
 .
 

SIES ,"Aroaemnt 
with themOS" comas to an and in July 1983. Before
that time, If all financial problems between SIR8 and COb are solved, SIES
assets will be Incorporated Into the 
new company: Chemical Industries of
Senegal. (Industries Chimiqums du SenegAl 
 IC).
 

(- ­ 2).:; " L 2
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SICS share capital -issas-follows.-

State of Senegal 22.7%
 
State of Ivory Coast 9.2%
 
Federal State of Nigeria 9.2%
 
State of Cameroon 9.2%
 

Islamic Development Bank 9.2%
 

Indian Farmers Fertilizers Corp. Ltd.,
 
Southern Petro-Chemical Industries, Corp., 18.4%
 
Indian Government
 

Societe Commerciale des Potasses
 
et de l'Azote (SCPA), and (SSEPC) 9.2%
 

Compagnie Senegalaise e.- Phosphates
 
de Taiba 6.4%
 

Senegalese Bank and Insurances 5.6%
 
Other 0.9%
 

TOTAL 25 Billions CFAF 100.0%
 
or about $69.4 million
 

This company is, therefore, a regional joint effort from several
 
African developing countries, and also a "south-south" effort to produce
 
phosphoric acid and derived products to cover these developing countries own
 
needs, in collaboration with the private sector.
 

The management of this company is the responsibility of the same
 
French private group which owns SIES and SSEPC, i.e., Entreprises Miniere at
 
Chimique (EMC).
 

For marketino of the production, a company called SENCHDI
 
(50% share to EMC, 509 to ICS) has been created, and the network of SCPA (a
 
subsidiary of EMC) will be used to sell the production in other African
 
countries. (By contract, India will buy half of the ICS production. Exports
 
are expected to be 212,0011 tons of solid fertilizers and 200,000 tons of
 
phosphoric acid to India.)
 

ICS is clearly profit oriented and will be managed as a private firm;
 
even though a good share of the capital belongs to developing states, the
 
marketing function is entirely in the hands of the private sector.
 

ICS will have a yearly production capacity of:
 

- 630,000 tons of sulfuric acid, 
- 480,000 tons of phosphoric acid, 
Sr45,000 tons of triple super phosphate (TSP),
 

165,000 tons of diantmonium phosphate (DAP) 

and in addition, the SIES facility will remain op e rational. 
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ICS expects to obtain very competititve prices both for raw
 
materials, TSP,, and-DAP.fertilizers.due-to economics of scale.of thte 
new­
manufacturing faciliti.es.
 

For raw materials they intend to sign long-term contracts with
 
suppliers in order to obtain very favorable prices. 
 However, these long-term

contracts would not cover all supply needs since ICS will purchase a certain
 
percentage of its supplies on 
the spot market (it is therefore not an obstacle
 
to importation of U.S. goods under a commodity import program).
 

For compound granulated fertilizers, they expect their prices to be
 
15% lower than present SIES convention prices for two reasons:
 

- economies of scale on 
supplies and production processes; and
 

- differences in the method of calculation of the cost prices.
(SIES computed the fixed cost on the basis of about half of the 
production capacity of the factory. In ICS' case, fixed costs
 
will be divided by the total production of ICS which is expected
 
to be much closer to full capacity).
 

Urea will continue to be imported separately. The amounts needed are
 
expected to increase substantially as more farmers follow the recommended
 
application rates. 
 A long-term (3-5 year) supply agreement could reduce
 
landed costs.
 

It is conceivable that in the future a part of the TSP and DAP
 
produced by ICS could be utilized on the local market for direct application.

These products could be blended with nitrogen in the form of granular urea and

potassium in the form of granular potassium chloride, to furnish the proper

NPK nutrients recommended by research and extension.
 

For future years, this alternative supply scheme needs to be studied
 
in-depth to see if it is more economical than the existing supply scheme of

conventional chemical granulation now operated by SIES, and if no technical
 
problems arise.
 

2. Marketing
 

For Senegal'a internal fertilizer market, SSEPC will remain the
 
marketing agent for the 1984-85 season, but SENCIIIM may take over this

function in the future (though it represents only a change in title since both

companies are subsidiaries of EHC). 
 While the future marketing system has not

boon seriously examined by the GOS, the general principle of assigning the
 
marketing distribution function to the private sector has boon accepted.
 

http:faciliti.es
http:scale.of
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II. ECONOMIC JUSTIFICATION-OFFERTILIZER USE INSENEGAL 

Section I has been essentially a description of the fertilizer sector in 
Senegal. This section deals with the economic profitability of fertilizer 

use. 

Two view points need to be analyzed:
 

(A) Is fertilizer profitable from the point of view of the farmer?
 

(b) Is it profitable from the viewpoint of the country as a whole?
 

The methodology to evaluate these economic returns is straight forward:
 
the value cost ratios generated by the use of fertilizers are calculated. The
 
values will be the increase Iii yield (Y) resulting from the application of
 
fertilizer multiplied by the i rice (Pp) at which the production is sold.
 
The cost will be the number ot kilos of fertilizer (F)applied multiplied by
 
the price per kilo of this fertilizer (Pf)
 

Therefore
 

Y XPp 

F x Pf
 

Pp and Pf can vary to take into account different hypotheses. The basic
 
information needed is the effect of fertilizer nutrients on crop yield in
 
Senegal.
 

-This curve is a function of the formula Y ar2+bF+c
 
with Y = crop yield in kilos
 
and F - amount of nutrient applied in kilos.
 

On the basis (ifthis curve, and knowing the respective prices of nutrients
 
and crops, it is possible to make recommendations on the amount of nutrients
 
to apply in order to maximize the return on investment.
 

A. The Information Available
 

Studies on yield response to fertilizer have been made for more than 30
 
years in Senegal. The Research Institute for Oils and Oilers ("Institut de
 
Recherche pour Los fHuilos et Olcagineux - RHO ) conducted multi-rate trials
 

for peanuts between 1951 and 1966 in the peanut basin. The Institute of 
Research for Tropical Agriculture (" Institut de Recherche pour l'Agriculture 
Tropicsle - IRAT) conducted trials in the fifties on both peanuts and 
millet. The FAO has also conducted trials from 1961 to 1966. The data is now 
somewhat out of date as the soil composition has changed and seed varieties 
have boon improved since that time. 

More recently the Senegalese Institute of Agronomic Research ("Institut 
Senagalais do Recherche l'Agronomique -ISRA) has boon (and is) conducting 
trials. fowevor, to our knowledge the information is not readily available. 
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In 1976 and 
1977 	SODEVA conducted trials for both groundnut and millet in
the peanut basin. 
 This 	data has been analysed by the International Fertilizer
Development 
Center (IFDC), 
in order to arrive at 
regional recommendations for
fertilizer use 
by crop. 
 This 	darn Is the most recent available and has beenemployed on this analysis. Although trials were conducted in a systematicmanner, the data has been criticized for different reasons. The
important one being that for that 
most
 

type 	 of study two years data is niotespecially since these 	 enough,two years received less rain than the (recent)average. Consequently the impact of fertilizer has probably beenunderestimated. The second criticism which is probably linked to the firstone 	 is that some 	 of the results obtained are in disagreement withresearch. IFDC recommends a very low 	
previous 

or z:ero application of N 	on peanutssome regions. This is criticized by the Ministry 	
in 

of Rural Development/SODEVA,which considers that 	 a minimum of N is necessary at the early stages of peanutgrowth. However, with 	 these reservations, the 	 IFDC study is the most recent

and best organized one available.
 

B. lypotheses fur 	 the Value Cost Ratios 

1. 	 Crops and regions
 

Four crops are considered: peanuts, millet, 
 rice 	and cotton whichrepresent about 97/ of the total area cultivated.
 

For millet and groundnut the 
IFDC data will be utilized: i.e. 
four regions will be considered: north basin, central basin,
north Sine Saloum, south Sine Saloum. The IFDC equations foryield increase according to applied NPK are utilized in the 
computat ions. 

For 	 rice, data on dryland production (eastern Senegal) and
Casamance production are considered. 

Cotton is only produced in Eastern Senegal. 

2. 	 Fertilizer grades and nutrients
 

The recom::iendat ions 
 proposed by GOS/extension services and 	 IFDC willbe utilized In our Coinlct.ticcns. (See Table 9.) 

3. 	 Prices
 

The differeit hypotheses t;Wken into 
account are determined by
different ri ,;s; u'nrnsidered. 

The 	 f irs;t three h potheues are made from the farmer's point of viewand thu lat; t hr'oi rimi hW,!wy rnm n t ',s point of view.c cm 


.ivpot _;
_Io I - tak"N Into cons Idraticn the official prices of both
fort 	i . r ai d ,itpuot . l'rIcs of fert i Ie ors; for tLi 1983/84 ;',a.;do to thefILrners; have h ert ',tabli+shod by Circul ar 4549, dated J)ecemrher 14, 1982, oftlie 	Minis try of Ru ral Deelopment. Hlow vor,ve 	 s inrce all fortilizer gradesrercimmvi ldod by (,OS and IF C 	are rot, in thI;N I ist , e'st imates of prices for 
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these grades have been made by a comparative method. Concerning crop prices,
 
60 CFAF/kg. price for groundnuts is used, which is the amount of money the
 
farmers actually receive in cash. For cotton, two prices are established: 
first choice is 68 CFAF/kg, and second choice is 55 CFAF/kg. The average of
 
both prices, i.e. 61.5 CFAF has been retained in the computation.
 

Hypothesis 2 - cons;iders tlie situation towards which tBe Government has 
promised to go, L.e. a reduction of the subsidy on fertilizer prices to 25Z of 
the real cost. The real cost paid bv GUS is established according to the SIES 
convention prices to which must be added the average transportation and 
handling costs from SIES factory to farm gate (i.e. the cooperative depot). 
This price has been established at 21 CFAF per kilo by an IFDC Team in 1982. 
For this hypothesis, output prices remain fixed at existing official prices. 

Hypothesis 3 - (concerns only millet)- most millet is produced for local 
consumption, however, in recent months Millet prices have increased 
considerably, due to a shortage of supply following a bad crop in 1982/83. In 
these conditions, farmers might be motivated to produce more millet than is 
necessary for their own consumption for sale at the end of the dry season when 
prices will he their maximum, e will therefore retain a price of rilletat W,, 

which represents the existing market price, In K/aola'k and Thies, the price
 
of millet on the markets have varied between 62.5 and 90 CFAF/kg. In lakar,
 
the millet price has reached the same price as rice, i.,. 125 CFAF/ks . A
 
rather conscirvat liv estimate of 75 CFAFkg. will be retained with the
 
fertilizer prices rmalinin;A at their official value.
 

lypothesis 4 - takes tie point of View of th, community as a whole and 
compares the uaubsidized costs of fertilizners (i.e. SIES convention prices 
plus 21 CFAFik;. for tra.sportat ion and handling charg es), with the 
unsubsidized value of the products generated bv these fertilizers, i.e. the
 
world market prices of croips, GI" Dakar for rice And millet (which are
 
imported) and FOE for .ronlnts and cotton (for export crops). 

- Since there is no world mra rket for mil let, sor;hum world pri ,s have 
been uscd 

- Since there is no worla market for the peanuat itself but only for 
processed groanduats, the ffiure used is derived from the quantity of 
_roundnts used .ea I i ter A oi 1.sI 


- An e:-:chaan, .L , " A n Sit'e allrAete ' I-,-" lai hab ot usead. 
calculatimn; hive ler ram il' to Freach .'ranc/CFAFwp ior tle 

deva laat inn or March 1941, tihe ruslLt in the context of this 
hy'puthv,:nis is tl. it u !,rn, mihtes the va late of output as compared 
to ill,-input ; _:I di ,v. ander t imlat s (by a [on t 5 to I0) the 
resulti i VA; HO, c. rdt i ,, 

Sera i. ; :.1,, ,n1 A,r (,e wi th iland at of for
,l I1 11 ,,'a '!'la tit.eanl 198 2 


the ;tpplp',, t lr, ri ,oS-;t .i per ton of t177 FOB; if we add 
$50 for hlaipauaat rekt n, we Arrive at a price of 77 CFA:/kg.
 

- )ouala; pricepr ,nr fibe 'attoilI Vi l r 1s 400 CFAF. I kg,. of f Iher cot ton 
equal IN , k i; t need rt toma. 'her.faore the FOl price for sead 
cot ta I,; arona l I I ' 'lAA . 
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Hypothesis 5 - looks at the foreign exchange benefit cost ratios. 
 The
 
import content of the fertilizer recommended is compared with the world market
value of the crops. The import content for fertilizer has been deLermined for
 
each formula, knowing the price at which SIES imports its fertilizercomponents, N and K20, and the price of indigenously produced P 2 0 5 . In
addition, the equivalent of 20 CFAF per kilo of fertilizer has been added to 
cover fixed foreign exchange costs like expatriate salaries, equipment costs, 
energy, etc. 

Hypothesis 6 - takes into consideration the new cost price at which ICS
is going to be able to produce fertilizer at the end of 1984, i.e. 15% belowSIES prices. These prices are compared with the world market value of crops 
as in hypothesis 4.
 

C. Analysis of the Results 

Tables 10, 11, and 12 
give a summary of the value 
cost ratios obtained
 
with the different hypotheses.
 

1. Farmers viewpoint 

For hypotheses 1, 2, and 3, which represent the farmers' point of
 
view, the value cost ratios should 
at least he equal to two according to
international standards (FAO, IFDC) in countries like Senegal. Otherwise therisk is too high to be taken by the farmers. In the drier areas, like the
North Basin, this ratio should be equal to 2.5 or 3 
 to take into account the
 
risk of drought.
 

At existing official prices of both inputs and outputs (hypothesis 1)

the use of fertilizer is profitable for millet, rice 
 and cotton, even if the 
present instructions of the (OS extension services in terms of quantities andformulas 
are ued. However, for groundnut,; one should prooeed with much more
 
care. The GOS r,'ommsncundations are inadequate for the 
North and Central Basin,

but the use of small quantities of TSP as suggested by IFDC allows for 
 ;
rensonahbLn return i n lie rathert drmV a reas. 

In hylOthep ; is; 2, whore tie price,; "f ert Iuer have been increased 
significantly t n limit the 'overnment ,ubs;idy. to 25Z, while the output prices 
are ma intai ned at offici al level;, the iuse of tti IS7inr remains; profitable
for millet, part icularly i f rsearch recomindt ions are followed. But on 
peanuts, fer:tili ze r shuld not be used under those price constra ints. 

In hypothes s; 3, the use of fertilizer on millet in profitable 
in all areas;.
 

2. Economi c v ewint 

From an economic point of view, the vlue cost tattos (V/C) s;hould be
higher than I plus a simall percentage represuti ig the Opportlmnity cost ofcapital for tlie cruntry. We will cons;ider that ratios higher than 1.1 are 
sat Is;! t o ry, 

WN
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Hypothes 4 - is the most unfavorable one since unsubsidized 
fertilizer costs produced at expensive prices are compared with the presently 
low international market prices for crops produced in Senegal (except for 
cotton). It appears that, even under these unfavorable conditions, the use of 
fertilizer remains profitable in almost all cases. The only exception is for 
groundnuts in Lhe northern part of the country when extension recommendations 

are applied (as in the case of hypothesis 2). 

Hlypothesis 5 - compares the amouULt of foreign exchange spent on 

fertilizer imports to the amount of foreign exchange earned, or saved due to 
this import. This criteria, given Senegal's balance of payments problems, is 
obviously very important. The results are satisfactory for all products in 
all regions of the country. 

Hypothesis 6 - takes into account the reduction in cost prices 
obtained by ICS on NPK fertilizers. This economy is estimated at 15% of SIES 
present cost prices. The ratios obtained, although better than those of 
hypothesis 4, are not significantly different. 

3. Issues 

The above analysis shows that it is in the interest of both the 
farmers and Sene, al as a whole to apply fertilizer on most of its crops and in 
Mo.L ruglus. ihe only limitations ap ear on peanuts in the drier areas of 

the country where, with a low rate of subsidy, it would not be profitable to 
use fertilizer. 

The question which appears at this point is the following: 

Would such limitation on fertilizer use for peanuts in some 
areas imply that a fertilizer program is not worth it at the country level? 

Table 13 - addresses this question. This table indicates the areas 
in hectares cultivated by reg ion for each type of crop (for 1980/81 growing 
season). On this basis, and using IFDC recommendations for NPK and urea, the 
need for fertilizer is computed for each region. 

However, where tihe value cost ratio computed in hypothesis 2 (i.e. 
25, subsidy only on feril1i;'er;n) i; lower than 2, it is supposed that the 

farmer s woul d not want to buy fertilizer. 

Cons;pqmc t l1y, it is sppsed t hat no fertilizer is applied on 
groundnut.;, and none on millet in the Fleuv, and louga ite s; no fertilizer is 

app lied on dryl;i id rMle nor on Co1ton. 

Lven wilh thle se rat her drast;ic a ssulmptions, Senegal's fer1ilizer 
nee i would remain iit ..... toils of compound fertilizers and over 70,000. 115,01)() 
tons. ot iircai. 

Ii V1iut, cos't rat i .s; for gro indnii l..,; have be en eu timated very 

c oncrvat. iv,,l s;Iie: uinly tlie VaIue of the Increasne ini vields; or tie nt have 
ben I v lw ,, c ,,oiint . No yl, ll ldercaneva for s;traw were invlud d, aIthough 
straw plays; a1 very ipnrlait. role, for vati Itv feedlng In the peinut basin 
(value of :;Iraw I,; ,boiil I/ vi lue of nut). 

1' 
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It must also be underlined that, 
in terms of foreign exchange
(earnings or savings), 
the use of fertilizers is very profitable.
 

Table 14 shows that 
a 34.25 million import of fertilizer would permit
Senegal to earn or save at 
least 17.4 million in foreign exchange. This is a
conservative estimate given the assumption used in the computations. Inparticular it is assumed that a lack of millet on the market would be filledby sorghum imports, when it is well known that an absence of millet creates anincrease in rice imports. With this new assumption the earnings and savings
of foreign exchange would be of nearly 19 million. 
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Ill. CONCLU~SIONS
 

As for many sectors of activities in developing countries, the fertilizer 
* sector iin Senegal proves to be economically viable in itself, as was indicated
 

by the value cost ratios and the foreign exchange earnings or savings created 
by fertilizer use; but the main difficulties lie in the organizational and
 
institutional framework. However, in the long run, the prospects for this
 
sector are reasonably good for 3 major reasons:
 

A. 	The GOS has taken a firm commitment to privatize the fertilizer
 
sector and to work towards a system of true pricing,
 

B. 	The new ICS-fertilizer manufacturing company which comes 
onstream in 1984 should be able to decrease in a significant
 
manner the fertilizer prices.
 

C. 	 Generally the farmers are realizing, because they have not used
 
fertilizer in the past 2 years, that it is useful and needed.
 

USAIU support to finance imports of fertilizer raw materials would help
 

Seregal at least at 3 levels:
 

1. 	First, as a direct balance of payments relief,
 

2. 	Second, as an indirect balance of payments relief through
 
the foreign exchange earnings and savings.
 

3. 	Finally, by the policy level sectoral changes that USAID
 
will be, and has been, in a position to discuss with the 
Government which might help to accelerate the recovery of 
this economically strategic sector, 



TABLE 1
 

ESTIMATED REMOVAL OF NUTRIENTS FROM SOILS 07 SENEGAL 

Nut rient Content (ton-

Iruduc t ion , N 1'O5 K20 
( to ________,______________________ 

'R . 5, 573 13,394 
Q ,O0 11 211 / ,7

Groundnuts 

Ceral 700,Oo 19,012 5,810 33,460 

Total (19b2/8 3) 30,222 11,383 c/ 46,854 

a/1 Entire above ground portion roimoved.
 
b/ The one-third
 

, total N tLit come froin :oi I
 
C/ blie t.() fixi tioii i: tihc soil, ,bu) t 3 times this amount must be
 

,j)p plkot-1ii to 1thi; aoufnt.
IliOA, tor 

SoTrce: IFD Ti cu LaiuII 

ESTIMATED NUTRIE'T APPI. ICATION AND LOS S [N SENEGAL 

Nut rien1 App 1i cat ion ( to1,c) 

Year Prod uLt "21' 5 120 

(tons) 

1975 83,899 10,966 13,462 12,997
 

1976 106,321 14,282 17,371 18,580
 

1982/83 38,000 7,120 4,100 6,085
 

Nut rtient
 
removal in 

1982 83 30,222 11,383 46,854 

Lt'!' _-,o t 

luL 'in out in 

7,283 40,759 a/1982/83 23,102 


ai!- .. 1ost occursi n crop -Ies t c
 

NOTE: Total Table I - TaIble 2 line for 19l.3/84 Loss In 1983/84.
 

Source: IFDC Calcuil~tlo .
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TABLE 5
 

COMPARISON OF PRICES PAII) BY SIES 
 WITH US MARKET PRICES
 
Prices paid by SELE; in 1983 U.S. Market Price, 

CIF Daka rFOB FOB US Flag Non-US Flag 

Ammon i a -t7) 3 

su1f ur ,T $1 ii .. $1 12 150 
KC I 5 jOJtj I,{ \ - 85 20( 30
 

-- 139 doIll,rs 

Urva (bulk) 2 
125t123 t240 170
 

1 Sect ,: VI E 3(c) .n tit Ind Val uie ofrTrainsaction uses a s 1li,litly hig her FOBprice for 'of $115 ultu r s i nc ti price.; rprt.nt dif tre t imp periods.
Te actual p rice wi1l depeoii on ie ruisponsesLt th,, IF.',q in the fall of 1983. 

2 U isin practiceCi. via :2PC. Urea prices are presented here 
,
on Iy for comp rat ive purpuu . 

;ource: IFDC and SIES 



TABLE () 

COMPARISON OF (;OS/SI:S CONTRACT ("CONVENTION") 
PRICES PAI D BY TiE FARMERS FOR 1983/84 Season 

Convent i oIl CAIIVQtlL i oI 

price!; pricw,; pluw; Subsidy 
Formulas CFAF/kg t r.u,;p , cw; t Prices paid In In 

25 (FAF/kg i1  by farmner.; CFAF % 

-20-1O _8.3 1.. - 45 68."3 uO. 3 
14-7-7 9'1.4 119.4 45 74.4 62.3 
8-18-27 109.2 134.2 52 82.2 61.3 
17- 40-() 120.0 145.1 56 89.0 01.4 
10- 1,0-2 88.0 113.0 4: 68 60.2 
0-45-0 73.5 98.5 50 48.5 49.3 

46-0-0 (Urc;') 96 1)1 .0 5 76.0 6 2.8 

I Includi ng custorI dutIe.S onl raw n.ilterials.
 

2 Urea is in prac tice imported by Y;SE|PC. Urea prices are presented here only
 
for comp,ir,itive Lilposo ,
 

Source; Mint,;try of Rural Developmi-nt.
 

TABLE 7 

CO:'IPAR ISON; ()1. ' /;s) Es ( "CoNV'NlIO'") PR I(2:.5 

WITH INTERNATIoNAl PR C,\S FOR siSNILAR (;RAIES 

CIF CIF Dakar 
" S I.VV F(1) CI F l),La r Non-I'S F la 

Conv it (n 1" ), 1ka r .on-US p 11n, Is 57 
1)rice ORT UIS Flagj Flig Cus t . hty 

FormuIas $/Lon 3 S/ton th/ir /toll it )n 

14-7-7 1 ,r '',')9 
8-1 8-27 103 210 3'V 210 311 

.1 Rt, I Xt i ts ds $1 vitialu ; 3(100CFAF 

Soi rce 11D(. 



TABLE 8 

FERTILIZER SALES FORECAST FOR 1983/84 

To be 

Fertilizer In Stock 
(tons) 

Produced 
By SIES 
(tons) 

To be 
Importe, 
(tons) 

Total 
(tons) 

6-20-10 
Groundnut 5854 9146 15,000 

14-7-7 ,.!Illet-
Sorghum 3669 6331 10,000 

8-18-27 
Other Cereals 2,163 4,037 6,200 

18-46-0l 
Rice SAED 2,400 --- 2,400 

Urca 
1---0,000 10,000 

8 IP z7 +Bo 

(Cotton) 7,500 7,500 

Co t r";s i kem 
Chtoride 
(Cott on/'cereal s) --- . 5,500 5,590 

Othler F~onnu]:,,!; 1 898-­
-, _1,898 

Totil 13,5814 29.414 15,500 58,498 

I;or I stry. f Rural 'e I Ment 



TABLE 9
 

FERTILIZER NUTRIENTS AND GRADES RECOMMENDED IN SENEGAL FOR FOUR CROPS--1982
 

A. NUTRIEN;TS R-CO,.INDED, Kg/ha 

North Central North South 
Basin Basin Sine-Saloum Sine-Saloum 

illet
 
Recommendation by:
 

- GUS/Extension 55-36-18 55-36-18 55-34.5-30 55-34.5-30
 
- IFDC 
 30-27-0 67-32-0 51-40-17 34-39-40
 

Groundnut 
Recom:mendation by: 

- GOS/Extension 6-24-12 9-34.5-30 12-46-20 12-46-20
 
- IFDC 0-10-0 6-19-0 0-27-24 0-40-35
 

Rice 
- RCcommeLd~ation by research for Casamance: 81-27-40.5 

- Recornn-dation by IFDC tor dry land: 54-18-27
 

Cot ton 
- Recom:eation by SODEFITEX: 35-54-81 

B. !TI ES ANDI)"QLXT ,:GADE RFCO,I)E'D, Kg/ha 

North Cent ra 1 Northh South 
Ba sin Ba i S i ne-Sa loum Si ne-Saloum 

M:i 1et 
Recommendation; by
 
- (X)S . t ie; ion 15()x(6-24-12) 150x(6-24-12) 150x(6-23-20) 15O::(6-23-20)
 

+10OU +100[ +100U +1001J 

- 1FDC 56(16-48-0) 67x(16-48-0) 110x(12-36-15) 150x(9-26-27) 
U +122L +82U +45U 

Groundnuflut
 

G'JS/Extens n 10'9x(h-2.4-12) 15x(6-23-20 ) 100x(6-23-20) 200:(6-27-20) 

- Ii0l0:.(t-46-0) 16-48-0) i00x(0-27-24) 14 8x(O-27-24)401( 


hCoe vrmiunit itI ot by P', aarc'1h 

8--.7 Urea(Xi d;ancI 5()+1%0 

Roimmeandnt Ott b,' JFI)C l)ryl and I (l8-18-27)4 1¢0 Ur,,1A)wx 


C,,t,( m;vF 'I':>) Y ( 8- 812 7)f 2 A Urva 



TABLE 10
 

Value Cost Ratios for 7ertilizer Use According to Different Hypotheses
 

MILLET NORTH CENTRAL NORTH SOUTH 
BASIN BASIN SINE-SALOUM SINE-SALOUM 

Recommendations by COS 
Hypothesis 1 Official Prices 2.94 3.54 3.48 3.18 

Hypothesis 2 Subsidy of 25% only 1,86 2,31 2,11 1.93 

Hypothesis 3 Hillet Price at 75 CFAF 4.40 5.32 5.22 4.77 

Hypothesis 4 Fertilizer: No Subsidy; 1.22 1.47 1.39 1.27 
Crops: World Market Prices 

Hypothesis 5 Foreign Exchange Content 2.38 2,87 2.62 2.39 

Hypothesis 6 ICS Cost Price; 

Crops: World Market Prices 1.35 1.63 1.54 1.41 

Recommendations by IFDC 
Hypothesis I Official Prices 4.92 4.13 4.21 3.72 

Hypothesis 2 Subsidy of 25% only 3.12 2.89 2.48 2.14 

Hypothesis I Millet Price at 75 CFAF 7.38 6.20 6.32 5.58 

Hypothesis 4 Fertilizer: No Subsidy; 2.06 1.81 1.64 1.47 
Cropf,: World Market Prices 

Hypothesis 5 Foreign Exchange Content 4.26 3.15 3.21 2.81 

Hypothesis 6 ICS Cost Price; 
Crops: World Market Prices 2.27 1.94 1.82 1.67 
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TABLE 12 

Value Cost 

RICE AND COTTON 

Ratios for Fertilizer use According to Several Hypotheses 

RICE AND COTTON 

Rice Casamance Rice Dryland Cotton SODEFITEX 

Hypothesis 

Hypothesis 

Hypot!.csis 

Hypo'_ ,esis 

Hypothesis 

Hypothesis 

I Official Prices 

2 Subsidy of 25' only 

3 Millet Price at 75 CFAF 

4 Fertilizer: No Subsidy; 

Crops: World Market Prices 

5 Foreign E-change Content 

6 ICS Cost Price; 

Crops: World Market Prices 

4.71 

3.10 

-

3.16 

5.34 

3.45 

2.02 

1.33 

1.35 

2.29 

1.48 

2.19 

1.20 

1.92 

4.13 

2.24 
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TABLE 14 

Computation of Foreign Exchange Gain or Savings Due 
to
 
Imports of 35 Million of Fertilizer as Components
 

Assumption;
 
- Import: in Senegal of 12,000 tons of Urea in bulk and 
5,000 tons of Sulfur.
 

- It is assumed that the increase in yield resulting from the 5,000 
tons of Sulfur is equivalent to the increase in
yield obtained by the same quantity of urea.
 

Cost: Urea: CIF Dakar U.S. 
Flag t250 x 
12,000 = 3,000,000
 
50 kg. bags 50 cts each = 
 242,000 x 0.50 = 127.000
 
Sulfur: CIF Dakar U.S. Flag 
 3225 x 5000 - 1,125,000 

_4.250.000 

-
 It is assumed that Urea will be applied 
on Millet according to IFDC recommendations.
 

- The increase in yields resultiiLg from Urea application is determined 
by IFDC equations.
 

- It will be assumed that USAID Urea will be applied in the peanut basin area and that 
in each of the 4 subregions

equal surfaces will receive Urea according to IFDC recommendations.
 

NORTH CENTRAL NORTH SOUTH 
 TOTAL
 
BASIN BASIN 
 SINE-SALOUM SINE-SALOUM
 

IFDC Urea Recommendation for Millet 
 46 kg 122 kg 
 82 kg 45 kg
 

LSAID Assumed Urea Distribution by Region 2,650 7,030 
 4,725 
 2,595 17,000

(tons) 

N Content by Region (46% of Urea tonnage) 1,219 3,234 2,173 
 1,194 7,820
 

increase in Yield per kg of N 
 6.1 6.8 
 7.2 6.3
 
(IFDC Equations)
 

Increase in Yield in tons 
 7,436 21,991 15,646 7,522 
 52,595
 

- Millet International Market Price = sorghum market price 
 $115 FOB + t25 shipment = $140 

- Foreign exchange saved in case of sorghum import 4140 x 52,595 tons = 17,360,000
 

- Foreign exchange saved in case of rice import t227 x 3/4 x 
52,595 tons = t8,950,000

(The 3/4 ratio is the comparative nutritive content of 
rice and millet.)
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ANNEX F 

PROCEDURES AND CRITERIA FOR USE OF THE LOCAL CURRENCY
 

A. Introduction
 

The 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 Gestion").
 

B. Local Currency Management
 

The GOS has agreed to use a 1/c Management.Committee to approve releases
 

for specific activities from the above mentioned local currency (or
 

counterpart) 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 all 1/c funds generated from program
 

assistance (ESF, SDF, PL 480).
 

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 prerequisite 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 concerned.
 

l
 
C. Local Currency Project Appioval Criteria


The following criteria will be applied by the Committee to determine
 

whether or not an activity is eligible for obligation of funds:
 

1. Mandatory criteria for all activities
 

- The manner in which the activity will be carried out shall be 

described. 

I Copies of the criteria will be made pvailabla to the GC Lechnical
 
ministry to assist them in preparing proposals for submission to the Joint
 

Management Committee.
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The approxiLiate dates of the activity will beg~n and end must be
 
described.
 

The site of the activity must be identified or criieria for
 
selecting site set forth.
 

Nature of goods and services to be provided must be identified.
 

Costs 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. 	Ecoaomic criteria that should be taken into account:
 

That projected costs and returns result in benefits sufficient
 
for the target population to become involved in the ac.ivity.
 

That the technologies being introduced and tested are appropriate

for the local economic systems.
 

Where applicable, that the agriculture support system is
adequate, including availability of inputs: 
extension assistance
and a marketing system for both inputs and lutputs.
 

- That the costs are reasonable in relation to the expected number
 
of beneficiaries.
 

- That recurrent costs 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 rnlated assistance, village efforts and
 
commitment to restocking 'e considered.
 

3. Environmental criteria
 

Since 
the counterpart belongs to the host government, there is no
legal requirement for an environmental assessment for the 1/c activities which
will be proposed under this grant. 
 However the USAID believes that the
Cotmittee should consider this importa-Lt 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).
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D. Opening of the Project or Activity Account
 

Once a activity has been approved by the Committee, the Central Bank will
 
be asked to open a specific account for the activity. Each approval will
 
contain specific instructions as to withdrawal procedures.
 

E. Reporting Requirements
 

It is proposed to use the reporting procedures already in place for the
 
Title III 1/c Management Committee. These procedures provide for quarterly
 
financial and progress reports.
 

F. Evaluation Plans
 

The Joint Annual Evaluations of the progress will be held by the Committee
 
at a time to be determined by the Committee. In addition to the annual
 
program evaluation, each activity will be individually evaluated upon its
 
completion to determine how well it achieved its purpose.
 

G. Audit
 

Normal GOS audit procedures will apply, with the Joint Management
 
Committee free to request special audits where the "circumstances" so warrant.
 

H. Conclusion
 

Given the satisfactory experience with the existing Title III 1/c
 
Management Committee, since it was streamlined last year, no major
 
difficulties are envisioned in broading its mandate and installing the above
 
procedures.
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ANNEX G. I 

AGRICULTURE CREDIT AND SAVINGS BANK SUPPORT 

A. Introduction 

The equivilent of 1 1.8 million in CFA francs has been earmarked for 
support of the future Caisse Natiunale de Credit Agricole de Senegal (CNCAS) 
provided that the study on credit and savinis in Senegal clearly demonstrates 
that 1) credit is a real constr in; on rural development, and 2) that a good 
approach to reducin; this bottleneck is the esLib]ishment of o stional rural 
credit inatitution operating outside of the GOS and not the sole p'ovider of 
credit. 

1. The CNCAS j roj c_t. 

After the dissolutio- of ONCAD, which was the organization charged 
with the management BNDS credit the rural sector, theof to Prime Minister 
instituted a Working Group in charge of ,tudving the rural credit reform. 
Most of the studies were made by or under Lh, quidnace of the French Caisse 
Centrale de Coooperation Qcfnomiqu,. (CCCi'), with the help of the French Credit 
Agrico. 

In late 1982 a Summary R,,rt (-Rapprt de Synthese") was published by 
the Working Group whi ch defind t he guenr;"1 piL lsophy behi d thi s new credir 
institution, as wel.] as the p)ractical ippraoh to he followed in order to 
avoid repetition of the pc:bi' n on,:, r ,rud by J AI) in the past. 

MIa jor Lharactristi ,5 ,: XiX-" _ :. _ £roL'suel 

a. Independence from On Rate 

This ir-;titut i'n sbnulO be Wree of any influence from the 
Senegalese A:tnint rit: lon, 1' particulair as far as lending 
decisions are cuncernvd. This is a fundamental point since the 
failure of the past credit system was mainly due to the fact 
that, for politiCl rca.,;oni, reimbursement of loans was not 
seriously enforced. 

b. ScojpQ of CNCAS 

The credit institutiton should, ontr established, be able to 
assist In all aspects of the rural sector: agriculture, fishing, 
brceding, rural handi ratft , ,*:ri busines, and all activities 
re ated to the rural ,nvirmnment, including trade. In addition, 
it should al-o at tract savings. 

c. Nature of t-he borrowers 

Five types of borrowers are expected: 

Indi vidual s with col laterdl1 
- Private firms 
- Product ion0 ;r ,up!; 
- Coope ratIves; 

- VI I la e seet Ions 
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G .1.2.
 

Tie 	essential difficulty for the future CNCAS lies in making 
 _-.
 

provide collateral. <It Is proposed tat the new institution, fnstead of 
lending money through cooperatives (generally 10 ­20 villages), as in :e past, channeo c,-edit via village sections (village

level cooperative groups). Since people know each other at 
the village level,

and because of the interdependancy of the African extended family, 
it is

expected that Individuals will face strong pressures not to default and take 

'the risk of being excluded from the group, 

d. 	 Types of credit 

The future CNCAS should essentiall.y lend money on a medium
long-term basfis for equipment, at least during the fJrst years its 

or 
of 

~icLivIty. In tile past, most of the defaulting prohlems were 	 associated withshort-term loaiis. However, once 	better repayment habits have been adopted by
fa rners, credit may be usefully extended to short term loans, In particular 
for fertilizers. 

0. 	 Decentralizatlon and control
 

It Is planned that local 
agents of CNCAS be given responsibility
[or granting credit order be closerin to in contact wIth thelr customers. 
Obviounly tit; decentralization of the loan decislon will be a function of the
amount Involved and implies very qpeci[Ic procedures; and an effective control 
organi Z-it ton. 

f. 	 A progressive set u 

The future credit Institution will start up slowly In order to 
test the procedures and organization. Three areas of the country have been
choson where agencies will be Installed filrst, before a niationwido 
orpay;it ion Is set up. A seven-yeadr program Is envisaged before credit is 
ava:in blae n tionwide. 

2. 	 The 'uture Shtre fielders 

The CNCAS capital has been fixed ,it2,3 bi lion CFAF or about
 
tO.4 intllon. 1.6 billion 
CFAF (14,6 million) will. be needed at the time ofthe creat ion of" the credit institutlt,, the remainder will be needed during 
!he second year of the project. 

h' GOS intends that 50,Z of the capital lu Sunegalese though not
 
aecessarl1y (uvernmental, the rest being provided by donors and other
 
Ins t 	 Il u Iol n , 



G. l. ". 

In a late 1962, letter to the Senegalese Banking Association, the (;OS 

projected the following capital participation. 

COS 15. 
Banque Nationale de Developpement 5. 

du Senegal (ENDS) 
Other Senegalese Banks 157 
Private Seegalesc Borson-i 5% 

Banque CntraI des ELta de 
1'Afrique de "O 15%,1 rWCEAOI) 

Banque (Wten t Alricai n de IDeveloppement 15% 

Casse Central, de Cooier~tion 
Econom iquu (CUCC) 10,'1 

(, iss_ Nationaie de Credit. A ri,:ole 
France (C.A ) I 

]0w.,'
 

However ou March 15, )83 a latter wa.:sent by the Ministry of Plan 

to USAID asking tor USAIL ;iar/icipaLion in tne roje.t at "1lvels: 

by tai il n 10" share ia ttoPe j iot.a oI C.CS Ci. e 

!s0 m lin; CA" (, -. (,000)); 

by rurni.:! ,:K sil: an,; t CXAS, fur its general credit 
ac Li vi t i e; ; 

- by furi',ishing line; u: rdit in upport of specific acti'vicies 

or proijc,. 

,To suY a.iflt iaLe tLis requst A ,dtai.ed ,":a::mu nL.tLon ile an the 

iCAS project was fur i shei by the (:0S, ,hIc i provi des full informatiin a:n tQQ 

statutes, inturnal procedtrcq nd regtl t ions, aind most important the 
credit prioc, du r, 

B. Conclusi 1on 

It the Rural Credit And n'vi gs ntudv (Soe Anne I for ,utatlq), 

demonstraten that credit is a ,Ial need in Seng, l, an d that a narionwide 

orgaiz.tzion is nocessr''; and if the CNCAS appears to ho caruf: ily prepared 

and worthwh ile.,; tvn the pr j,'t ,;huId by svrious v co,,::;i'dr d to7' I-AII) 
support for two naij r ,,, t '-i : 

- lhis pro jest i, the result of two 'ears of st,.i(; by different 

organizatLon nand by the (WSL , and t.iLeto; into ta iideration the 

exIsti ng .truct. :t n aln c" r:' raints of We St lne i 10Se ruralral And 

scctor. In partinuliar, Ke redit proiedures sit p ,ire clearly 

aimed at red nitn I. a i :tinimun the risk ,,f K iailt. 
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This project appears technica.lly sound. As mentioned above It has
been set up with assistance from the CCCE, and the technical support.of the French Cradit Agricole, Both organizations have had many
years of experienc., working in :enegal.
 

From discussion, 
 held with both institutions;, it I; clO.a th-tneither will invest one franc (or dollar) in the project if they con.sid!er thatthe risk of repeating pievlou., ly ineffective operations is too high. In thIsrebpect,, a direct parti.cipMutun in the capital of ;NCAS would allow USAID tohave a better view of the operations and therefore a better control. (Wl,understand that Lhere iq .ipropos:al in the FY84 AID request to Congress togive authority to PRE to make equity inve, tients i.n institutions "f this !ype). 
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ANNEX G.2 

STRENGTHENING VILLAGE LEVEL PRODUCER GROUPS 

A. introduction 

A principle objective of the Economic Reform Plan is to modify the current
mifur e =offGover nmne ntt ite rvention--in the rural -sec tor -by-decrea sing.-the ro le ­

of Government and increasing tile role of the farmer in the management of his 

farm business activities. The Plan calls for "...encouraging farmers to 
accept more responsibility by providing them with extension services and 
training in cooperative organizetion, so as to enhance their capability to 
manage their own affalrs.. 

Specifically the Plan statUs that "Government ... will encourage the 
formation of village sections within the cooperatives. The purpose of these 
village sections will be to provide a sounder basis for the system of joint 
and multiple liability in the matter of credit and to insure farmer 
participation in the primary marketing process and in any other tasks the 
cooperatives may wish to undertake .... Active participation by the village 
sections will be made effective through a functional literacy program for 
their representatives." 

Through the proposed local currency activity, USAID will assist tlhe 

Government in establishing the village sections of the cooperatives and 
provide training to farmers and village leaders to enable them to effectively 

manage their local cooperative organizations. The 41.5 million in CFAF will 

be used primarily to train farmers, village leaders and extension agents for a 
two year period in two reglons of the country- the Senegal. River Basin and the 
Casainance. The successful implementation of this activity will enhance the 

farmers' imanagement and decision-making capabilities in his private sector 
farm business enterprise.
 

AID's interest In supporting this activity is threefold: 

- The activty directly encourages the development of village level 
private sector business activities.
 

- It enhances the role of the farmer in the democratic decision-making 

process in his local business. 

* - It supports the development of a solid village level base of 

organizations through which other Government reforms in such areas as 
marketing, credit and provision of agriculture supplies can be 
implemented.
 

* H. The Problem 

* For all practical purposes, the majority of the 1,953 registered 

agriculture cooperatives, have been managed and controlled by Government for 
the past 10 to 15 years. Any semblance of member control over the local 

cooperatives had given way to management and policies imposed from regional 
and national

I i ,i
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organizations. The cooperative member found himselfCOuLerative Organization dealing with awhose records, member accounts,kept in a language he normally could 
and loan forms, were 

not read ind whose leadersfrom his villlage and did were often notnot necessarily represent hisof the farner was interests, Alienationexaicerba ted by. the-mismanagement -of-Ahe-overnmetl;.,r cucur.tudit and marketing system, which resulted in greatlyfirr.uer debt . increasedy 1980 the credit situation had become so untenablecredit that mostto the agriculture cooperatives was suspended and confidence In thecooperativ,.s reach.?d a new low. 

. espouse to Problem 

I . The village section model
 

To help restore confidence 
 in and revitalize the coopertO.vethe Government system,of Senegal has proposed in its Reform Planlocal cooperatives around small, 
to reorganize theclosely-knit village level groups basedtraditional ethnic, onsocial, or economic relationships.known These basic units,ai3 village sections, will -join together to formThrough these the local cooperative.small groups the farmer will have a stronger voice in the
affairs of his couperative than he has had before. In orderstructural reorganization for thisto be effective, the Planeducation calls for a program offor the leaders and members of the village sections. 

1he village section will be composed of 20associate to 40 farmers who freelywith other farmers to form the sub-group of their cooperative.village sections will elect their own The
leaders who invillage section on turn will represent theirthe board of directors of their cooperative. There willnbout 10 bevillage sections in each local cooperative.wi.lL be legally Each village sectionrecognized and may obtain loans directly from lendinginstitutions. The loans will be extended on a group lending basiswenbers.Of I he and thevillage section will be collectively responsible for loan 

re tlabursement.
 

Training at the 
 vil.lage level will be an integral part ofactivIty Of cooperative reorganization. the 
The memberswill receive training in functional literacy and 

of the village sections 
numeracy geared to improvingtheir managumeIt capabilities. Specifically, they willutilization of be trained in thethe. records and documents related to credit, farm suppliesiarketing. These anddocuments will be written in local languages. 

2. The establishment of village sections
 

A basic program for 
 the formation and development of village sectionshat, been established by the Department of Cooperatives (DOC) and the EcoleNationale d'Economic Applique6 (ENEA), This program was:made based on proposalsby Guy Belloncle* In 1979 and initially tested in the cooperative of 

* lllolc 
 isa renowned expert on cooperatives in Africa and is the
former Directort of the' Cooperative College at ENEA. 

http:wenbers.Of
http:coopertO.ve
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Malicounda and then extended to the other cooperatives in the Arrondissement 
of N'Guekhoh. The model was then successfully tested in 1980 and 1981 in 
Marsassoum (Casamance) and involved 49 villages and 2,326 farmers. In 1981 
the model was tested in the Louga area and Involved 224 villages and farmers.
 

ENEA has already developed packages of instructional nmterials for
 
the training of extension workers, leaders of village sections and village
 
facilitators. This proposed activity will build upon the experience noted
 
above and provide local currency necessary to implement this program in other
 
selected areas of the country. it should also be noted that a cooperative

member education program in the Gambil has been operating successfully under 
conditions similar to that of Senegal for the ptisL two years. 

The assistance proposed in this docuneit. will facilitate the 
implementation of the village section program. The main elements of the 
activity are as follows: 

a. Training of extension workers. lip to 500 extension agents will
 
be trained in literacy, numeracy, nonformal and extension education 
techniques, group dynamics, cooperative organizational management, basic 
accounting and credit management. 

b. Organizations at the village level. With the assistance of
 
trained extension workers, farmers organize themselves into groups reflecting

economic and social relationships and leaders are elected. As many as 2300 
village sections may be formed r.hrough this program. 

c. Leader training. Leaders* will, be trained by extension agents
in the management and administration of their village section and the 
cooperative. Emphasis will be placed on managing the new credit program that
 
will be available to the village sections.
 

d. Village facilitators Other leaders* in the village will be
 
trained to teach literacy and numeracy to the members of the village
 
sections, Member training will focus on such practical matters as
 
understanding the individual account record of the members and doing simple
 
arithmetic.
 

This activity will be implemented in two of the three geographic 
regions where USAID is working--the Senegal River Basin and the Casamance. 
Tile Sine Saloum region was not Included as the proposed PVO Community and 
Small Enterprise Development Project will be working with the village sections
 
through private voluntary organizations. In the Casamance Region, the
 
activity will not operate in the lower Casamance where AID is already

supporting an integrated agriculture development program that includes work 
with farmer organizations.
 

*:* It is estimated that 6 leaders including village facilitators will be
 
trained in each village section. Assuming that 2,400 village sections are
 
created through this activity, utp to approximately 14,400 leaders will be
 
trained.
 

--*.­
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D. Project Impact and Indicators
 

The main impact of this activity will be at 
the village level. Farmers
will receive training that will enable 
them to 
better understand 
the role the
village section and cooperative-can -play in producing-grea 
ter -economi'ic
benefits for them. They will be 
able to understand 
their individual records
and accounts in 
the cooperative and 
are 
less likely to be cheated in their
market transactions. 
 They will understand the functions of 
a cooperative and
their rights and responsibilities vis-a-vis the cooperative. 
 As some members
of each village section will 
be trained as facilitators, an 
ongoing program of
cooperative education and functional literacy and nutoeracy will 
be established.
 

The farmers and their leaders will manage, through the village sections,
the disbursement and repayment of loans. 
 They may also take on certain
management responsibilities with respect 
to seed storage and the distribution
of inputs and supplies. As the farmers receive more 
training and develop a
stronger group identity, their village sections could
instrument for new come to serve as aneconomic activities a. well as a promoter of village

self-help programs.
 

The local cooperatives formed from the village sections will also be
affected by the activity. 
 Member interest and participation will increase and
better trained and informed leaders will emerge from the village sections todirect and control the affairs of 
the cooperative. Increased economic
activity at 
the village level will also increase the volume of sales by 
the
cooperative as well 
as th,> amount 
of produce marketed through the cooperative. 

Until specific proposals from the Government for the implermentation ofthis activity are presented, 

measures of program impact. 

it is not possible to determine quantLifiable

It is possible however to suggest some generalindicators of activity impact and their magnitude. They are:
 

- Village sections established and leaders elected in perceut all90 of
villages assisted through the project.
 

- 60 percent of the farmer members of 
the village sections

participating In regular meetings of 
the village sections.
 

- Over half of the village leaders are able 
to understand the
procedure's and use 
the documents and 
forms related to village section
and cooperative activities in such transactions as credit, marketing,

and inputs and supplies distribution.
 

- At least 30 percent of the farmers are participating regularly in the
literacy and numeracy program,
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~.Program Coordination anid Reporting 

The Department of Cooperatives (DOC) is the governmental organization

:2r~~ !or.coo~ :her-­eSptslbrdinat€ing -coopera tive -pol icies -and-+programs -with -L 

Government agencies and cooperative organizations. It is responsible for the
 
registration of cooperatives, cooperative promotion and education and
 
couperative field extension agents. The DOC will be the coordinating and
 
imple.,ienting body for the cooperative activities to be financed through this
 
local currency program. 

The DOC will be responsible for developing proposals from each of the 
regions Using the guidelines presented below in the section on Guidelines and 
Criteria for Project Selection. The proposals will be submitted by the DOC 
through the Ministry of Rural Development (the ministry responsible for 
cooperatives) to the GOS/USAID Joint Local Currency Management Committee. 
(See charts on following pages for program organization and GOS administrative
 
structure). The Management Committee, composed of representatives Irom the
 
Ministries of Plan, Finance, Commerce and USAID, will review the proposals to
 
ensure that they meet the criteria discussed below. Each request will include
 
a monitoring plan and periodic reports will be required from the DOC. At the
 
end of the first and second year of the activity, the DOC will meet with the
 
Committee to review each activity's progress.
 

F. Program Planning and Implementation
 

The Department of Cooperatives will be responsible for the overall 
implementation of the program. The planning and implementation of the 
training programs for the extension personnel will be done by ENEA. ENEA will 
also be responsible for semi-annual evaluations of extension workers to test 
the relevance and impact of their training programs. The DOC may wish to use
 
the National Cooperative Training Center facilities to implement some of the
 
training by ENEA,
 

The field extension workers will be drawn from several services and,
 
depending on the region, may include cooperative extension, agriculture
 
extension, animation, literacy and other rural developmont agents. It is 
recommended that a subcommittee of the Regional Development Committee ("Comit6
 
Regional de Developpement"), which would include representatives from oach of
 
the interested services, be involved in program planning. This planning
 
process would also include leaders from the Rural Communities, and the one or
 
two cooperatives found in each Rural Community. It will be the responsibility
 
of the DOC to determine what program and administrative units at tile

"Arrondissement" and "Department" levels will bo required for the program's
 

implementation.
 

G. Guidelines and Criteria for Activity Selection
 

1, Guidelines 

As previously noted, the Department of Cooperatives (DOC) will be the 
agency renponsibli for formulating thie requests for activities and 
coordinating their implementation. As a pre-condition to the submission of a 
request to 
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thle OS/USAID Joint Local Currency Management Committee the DOC will organize
meetings inl the three regions, preferably through tile Regional Development

i Commitcue, of all extension services interested 
in the project, and determine
 
the respousibilities of each in 
activity implementation.' To avoid 

.. .ramong government servides in the ­
fie l d )program responsibii.ities will be agreed upon in Writing and Submitted 

a part 
 f each activity qu . All activities must be developed in"
 
concert with ENEA. 
The requests for program assistance will formally indicate
the responsibilities of each party in tle actvVity 'S eXecution and their
 
agreement to accept those responsibilities.
 

An implementation plan showing target dates for tile accomplishment ofeach major activity must be included in the request. This document will serve as the basis for monitoring the progress of the activity. Additionally the
 
request will include a financial plan with a two 
year budget and a schedule ofexpenditures which will 
determine the amount 
of the periodic allotments for
 
each activity to be drawn by the DOC. 

Activities submitted for funding must be designed 
to achieve their

objectives using only local 
currency. The basic program developed by the DOCand described above was designed for implementation with local currency.
i, important that the local currency funds 

It 
not be used in ways that will, inthe long term, increase the recurrent costs to the Governinen:, The funds 

should be used primarily for the training of extension workers, villageleaders and facilitators and materials development. In order to achieve rapid
development of the program it may be necessary, for example, to temporarily
Increase stafff at ENEA to implement training programs or provide additional
 
resources to DOC supervisory staff to ensure effective program implementation

during the life of the project. Request for salaries and equipment should be
evaluated with the recurrent cost issue in mind. 

Siince it is the intention of this activity to implement the village
section tiodel in different regions and with different types of groups, eachregional program should receive financial support in proportion to its number
of Rural Communities. 

Finally, it is the intention of this activity to train village
sections in the management of credit. A precondition to the implementation ofthis activity is the granting of 
the legal authority to the village sections
 
to contract 
for loans directly from lending institutions. 

2. Criteria
 

Each activity submitted by the DOC should clearly indicate tile following: 

At the village level
 

the number of villages to be included in the activity and a 
timetable for the organization of the village sections and the 
election of the leaders. 



G. 2.7. 

- the1 number of village leaders and village facilirators to be 

trained and the casks they will be able to perform once their 

training is completed. This may include training in such areas 

as literacy, numeracy, village section and cooperative 

management, seed storage, cre poc&idrfeidZs~ ~~fMf 
etc. 

At the extension level 

.... - training objectives for the extension agents in functional 
literacy, numeracy, nonformal and extension educat on 
techniques, group dynamics, cooperative organization and 

managemn-t, credit management, etc. 

- a work plan for the extension agents indicating the actions 
necessary to create the village sections and train the leaders
 

and facilitators
 

H. Budget Estimates
 

The following budget estimates are illustrative. Until programs are
 

actually designed by the Department of Cooperatives a precise calculation of
 

costs in each region can not be determined.
 

Some costs associated with training can be projected with a degree of 

certainty. it is expected that each extension worker will receive 6-8 weeks 

of training over the two year activity period. Assuming iMSEA carries out all 

of that training, the cost per extension worker will be approxi:na~ely $115. 

If we assume there will be four extension people trained for each Rural 
Community and there are 120 Rural Communities In the three project regions, 

the ENEA training costs for 360 extension agents will be approx.imately 

1414,000. 

The costs of duplicating existing educational books and materials ,
 

developing new materials and producing audio visual aids for use by the
 

extension workers and the approximately 14,400 village leaders and
 

facilitators is estimated to be 360,000.
 

Program support costs for field extension and field supervision from
 

the DOC and field visits/evaluations by ENEA staff are more difficult to
 

estimate. Transphtation is expensive as fuel costs are high in Senegal.
 

Based on the estimated support costs for a program drafted by the DOC to set 
up village sections, we estimate that the support costs for this activity will
 

be $200,000.
 

I, i vo­



Thesc yery rouga stILimi tes give us the following: 

TRAINING OF 360 E;TENON' AGEN; $414,000 

EDUCATIONAL >IA'L-'R!ALS NC. R I ;,.",0C),'.j: \ F,t,\ I TT'A',YOI:. .,"3(~, ,000 

lI-RO :RA,:\, Lbi'lICP, 0Z1:S'! $20 j , QU, .)0 

(: O.-U--I 16 , -20-000 

C, I .. , 0 0 

TOTAL $ ,0 0 i 
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CONTINGENCIES AND OTHER LOCAL CURRENCY USES
 

ili.f~__.i._Some -$200,000 Inn, oeal..cu rrency..,will be.,se t :a sl de feor unf orseen................i_ i
 

expendiiitUres or priority d'evelopment activities, projects, or programs in 
support of the Governme-nt's Reform Plan or long-term development objectives.
Since the full. amounr of local currency will not be available before the Fall 
of .i984', this flexibility, which wi]l permit the proposal of new ideas or 
allow the amendment of old ones, seems necessary. Some possible illustrative 
uses might include field studies for water resource development and 
conservation, reducing crop losses from nematodes, new concepts in 
environ-rental protectiou, nontraditional energy development and conservation 
(growing trees with commercially marketable byproducts), or a marketing study 
for private fertilizer distribution. All new or revised activity proposals
would have to meet the criteria set out. in Annex J and be approved by the 
joint L/C :4nagement CoMtnittec. 
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ANNEX 11 

DESCRIPTION OF TECHINICAL ASSISTANCE PROJECT:
 
ASSESSMENT OF THE SENEGAL AGRICULTURE SECTOR
 

A. Introduction 

The lission preposes to prepare a current an;ossnnt of the lood and 
Agriculture Seco in Seneg.l. Though numerous GOS and donor ana '.'y;es have 
been' r,.porud with respect to elemelts of the rural ec'sLinmf ind suibsoccor 
contributions, a comprehensive, nationi i assessment wo ld aid i n tle analys is 
& tradeoffs among alternative development Strategies and 1Vrj,.t,;:. The 
extensive I iterature available for the rural sector of Senegal will facillate 
the work. Spccialists working in S;enegal on several [SAuI asi:ted p:ojects 
wilt he able to provide useful references, infor:nati.,l and pro'e';ionil 
counsl ,dlring the ass essne t. "Ther,.fure tl, Seh,:,_duI e for We ;n se oment I 
set for a rapid work sequence and r1une rollaboratin with mi qslun and project 
personnel., and key Senegalese professionals in the Rura! Devel opment Ministry, 
Rural Developn,.at Aaencius and related deparLments ,L ti.li :ivcrsity o f Dakar 
and the Senega.ese Agriculture Research institute (ISRA). 

Consistent w.'ith -he .issions collaboratlve approval with her donors the 
Agriculture Sector Assessment wiLi be fully discOU:3seC'ith tntereste donors 
at ti e planning study and conclusion st,,o, of wrk, )llsalon With the 
Wo.rld Bank inli,-eU possibility of a joint acti!i',.. 'ih. daisse '. ntrale 
pr La GoperaIintn x.',oti,4,O (d"CQ:) has indictl in'ervst in ":akino 
ia Orsit .on,ad repor-S av ilabI,. .)tlhe:. :irpe nr,dorrs 1re ur :in; the ( S 
to revise its foid analysis method: and ire suppottve ,f this agriculture 
a SSetlt et crt. 

B, )bjective; 

1. A brief description of the agricalture sector in Sene;al: the land, lahor 
a n a apILal ros.urcus dedicated to the sector, tie principle production 
en treprises, the rel ted infrastructure, and the ecoaomic contribution of tie 
sector.
 

2. A review of the GUS development strategy for the rural sector. Using the 

statements of the current development plin as well a, the Economic Reform Plan 
and any recent satLements of the new government, the assessment will summarize 
the development objectives for the sector and update actions taken to 
implement the strategy. 

3. An analysis of the constraints to achieving the development objectives. 
This will include an analysis of the economic, social and political 
significance of the objectives and the related constraints. 

4. An analysis of resources required and availab. for sector development. 
This phase requires a three step analysis starting with COS and domtstic 
resources; second, adding in bilateral and multilateral development resources 
exclusive of tlSAID; and finally evaluating remaining unmet constraints which 
could he reduced significantly through the application of USAID resources. 

'IV
 

http:Developn,.at
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C. Methodology 

I. The Isector Assessment team would begin their work by compiling theavailable ltr-ature. Numerous stul s have been or are being undertaken inSene;al which shouId provide background for this presentation. The contractorwill :ollee-t, comp..le, evaluate and uxtract from these resources a briefdescription uf the land, labor and capital resources allocated to agriculturepr.j uccoi,- aid rural infrastructure. The sectiun will include information on convra ntb, policy, other donor "Ictivities and opLiuns for 7.S. a';sistance"hich can 5. L L ized in subseque:t steps of the analysis. T'h USA!DDcO.cmeE:ation Center, re reference- compiled hy the jint Economic Unit ofU;J;L; and tK Qdub,isy, the Agricul ure iconomics and Planning Project of ISRAand the A' riculture Policy Project being undertaken hE Princeton Universityc0l.a1hc raLion v-'icl the Ministry of Plan and Coy'-eraLion represent major 
in 

resouurcs. 

. 'evelop a brief description of the agriculture sector of Senegal.:his irese:ta Lon should descri be the resourcos dedicated to the agricultureprcOtVi:n entereriY and rural service infrastructure. The production
enterpris: , should be hriefly described, their capacity for expansion-v,lu a-d, cane costraints enumerated and developmeno potential estimated.

3ir:ilar iescrip.tion .hould be provided for public 
 and private rural

infr, sructure. Tbis. presentation should inclue K-th 
 food crops and,o'o::irciali crops. A s'.pplemntal a . lysis of agriculture export and import
tr'de wouol: com lrl,,'e thc food 
 supply *anal.si, For .. nagal.
 

Tihe description 
would be ill ,straced by a Food and Agriculture CommodityFlow Ch:art showing the movement from production to consnimptio,, the':ariability iQi flow including tu Emnc..rtlinty of wether, the expectations and 
Lae p',tentii fur x nl in. 

3. \ Sumnar' Statemunt of IJOS Development Strnagvy for the RuralSctor. Based upnn the current development plan iud modified as necessary iniight of recent statements by the President and his Cabinet, the assessmentteam is to provide a concise statement of GOS prinrities and policy. 

4. Constraint .nalysis. Based upon the intormation previously collectedand utilizing the extensive literature that treats elenents of the agriculturesector, the assessmnent team will establish a rank order listing of constraintsin development of the sector. The seriou sness of constraints will be ranked
ja terms of economic, social and 1,olitical considerations. The constraintsare to be described in terms of the geographic zone of influence, the
igriculture 
enterprises constrained, the institutional and other resourcesinvolved and the policy co:text which rmst be altered. The literature in thisregard is quite extensive, including a number of program and project planningpapers prepared by USAID. Project papers prepared for the AgricultureEconomics and Pla nng Project and the Agriculture Policy Studies Project are
 
also relevant. 

5. Resource Analysis. This will 
be a three part analysis. The first
step will be an Identification of GOS and other local resources dedicated toagriculture sector 
development in 
the next five years. Plan and budget
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documents will form the ba'sis for this analysis however the assessmet: team 
will take care in adjLsting these estimates if necessary to reflect current 
financial and economic factors such as reduced peanut trade warnings, food 
import costs, market prices of commodities, and income generating capacities 
from alternate sources of revenue. 

Mhe second step will be analysis of mulvi-iateral and bilateral 
priorities (o thr than US.\ID) and resources available to Sencgal. The antnuai 
exercis, of the U.DP representative wili greatly faciitate thib Step. 
Discussions ,with the major donors will be necessry to establish future 
projections of program levels and interest. The inistry of Plan and 
CooperatLion ill be consul ted in review of this sta;e of the a naly s is to 
provide a cross reference of the compiLition. 

TOa tinal step in this analysis will he a rank urdering af ;,riorities 
for ISA L assistance in the ag riculture sector. Estimated needs and benefits 
in econmir;: deveiopment will he a primary factor in this ana; yi , ,owevr 

compnrative social and political impacts will be i"tored into the analysis. 

The proluct of this step will be a listing of Intervpntionq needed wit, a 

brief dusr yi'cin f the technical ad financial resources r-quired fur th 
tssistanco,. The GOS entities and other organi:;ations identified :o receive 

this i-L qci':t will be specificallv designarvd. ,ev ,5jettvee Th, lopme:nt or 

imp-nc. WNI &Uu be estimated of the interventioos.I for cil'h 

I). P.,i n r) f 'W r T1d Buldp t,Id 

TAi. proposed ,:Lv r a ssessment WilI )( 'dernakun as a nfC- ilMbe prjeL,
 
h,, results wnicl are to Q integr'ted into Lie fuLurp macroeciiimKli:
 

,naln t%' rigram of Lo -. \ Pro ject (Proj,,t No. ,85-G2M3,;. USATT rcquire:;
 

til agrgiCultrLe sector assessiment for program planning reiu;on Imch sonor 

than I ad,,r,,a Lu institutionatl capat-ity at ISRA can h, d.vo,: ied, hence tLa. 
nie,"; t~v for .2cditLoni resource.s. lowever, curtain of the iernonel tnl 
otn.r i'iurcls of Me,'?macro-un! t ca, cunt rlhuz LO t e asesih'lt and 

.pproprinrt corordination is planned to link this project w.ith te nvabilable 
1nLi LItiurKoL 1'sull'ccn. 

Tihe ,xten:;lvu data and statistical research already available for Senegal 
will facilitate the proposed assessment. There appears to be adejuate 
Iniorrim:ion availa ble without further intensive surveys or extensive computer 

analysis,. Thus a mud st team of experiened personnel ,are proposed with 
faciliies to compile and Study availahle literature Ini propit ation of the 
requI red as se s:m,-nt. 

It is i-riposied that 1 teamll of thriee analyts titnder the direction of a 
senior econlol ot.can complete the assessment in six months rf intensive 
researcih. The senior economist most be familiar with the agric"titre economy 
of Senegal and with the methodology of sector assessment in order to meet this 
schedule. USATI) will contract with a university or firm uising the most 
expedlent time frame feasible because of thle urgency of the resutlts for future 
program pianning. 

The urgency of the task requires careful mission managem.nt in order to
 
follow the schedule proposed. It is believed that several U.S. Insititutions
 
or firms have the resources and interest to undertake this project.
 

http:managem.nt
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Event 

Mont h
 

Approval of Project Paper 
 0
 

Finalization of RFTP and
 
Advertisement 


1
 

Selection of Contractor 

4
 

Contractor in Field 

6
 

Contractors Detailed Plan of Work 
 7
 

Review of Compiled Data 
 8
 

Review of Analytical Approach

and Report Format 10 

Review of Preliminary Draft 11 

Final Draft Report Submitted 12 

USAID Review and Approval 13 

Final Report 
14
 

b3udget
 

Economist 
- Sector Analysis Director
 
9 months 
 $ 140,000 

Analyst Staff 
3 persons at 6 months 
 140,000
 

Travel, per diem and incidentals 
 50,000
 

Data Acquisition a-nd Reproduction 
 40,000
 

Computer Time 

40,000
 

Report Preparation & Printing 
 25,000
 

[Incidentals 
15,000
 

TOTAL 
 ' 450,000
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A N *X I 

DESCRIPTION OF TECHNICAI -ASSISTANCE PROJECT:
 

CREDIT AND SAVINGS STUDY
 

A Objectives - Provide a comprehensiv presentation of renral financial 
resources particularly the, requirements and 'return~s from credit and thle 
quantity and terms of rural savings m~obilization. 

B3. Introduction - Tile Government 0of Senegal has requested the assistance of 
USAID In establishing a rural sector credit and savings institution that Would 

serve a broad range of rural enterprises and production groups. The 
preliminary outline for this program was developed by the Prime Minister's 
Working Group on Agriculture Credit with technical assistance provided by the 
French Caisse Centrale de-Cooperation Economique. USAID also participated in 
the Working Group. The analyses developed during the preliminary phase 
provide the data and conceptual base upon which the GOS has developed its 
plans for the new, nonrovernoental rural savingc,/credit institution, La Caisse 
Nationale de Credit Agricole (CNCAS). 

AID's recent worldwide experience with agriculture credit and savings has 
identified a number of critical points which need to be examined with respect 
to effective developnent of a credit/savings program. Aiong these points are 
the precise Identification of the technical packages which credit and savings 
can effectively support, the institutional structure that can be effectively 
managed with acceptable cost levels, the ingal and other provisions that 
ensure financial success Of the credit/savings enterprise, the comparative 
role of informal credit In rural credit supply and the capacity for 

mobilization of rural savingF,. Tle proceedings of the Working Group and the 
reference matrial of the French technical assistance team do not supply 
complete guidance on these points. Consequent]y, USAIT proposes further study 
which would gather additional detail tnd elahorate on the role of credit and 
savings in the rural enterprises of Senegal. 

The proposed study will provide a more precise description of the costs 

and benefits of pruviding credit In the major agriculture production 
enterprises, refine the estimaites of the -institutional costs, the facilities 
for effective management of funds, suggest criteria for specific loan
 
catagories and savings plans, and generally establish the working parameters 
of a cost effectiVe program. It is possible that the proposed study will 
suggest concentration of thu credit/savings program to ensure adequate 

viability, of the 'new system. This data will. be of use to USAID in 
establishing the terms and conditions of our assistance and will assist the 
GOS in establishment of the operational principles and procedures of the new 
program. Finally, the study will be of use to other donors who are also 
considering participation in this program. 

The history of credit in Senegal illustrates very well the problems of 

providing credit to small rural producers. The most serious problem in this 

country appears to have been the frequent change of official policy and tle 
inadequacy of Institutionnl resources dedicated to theocredit program. Thie 
various problems combined to steadily increase the rural debt to the crediL 

"; .; .:i, , : : '; •t. .. . , -; :- .:: .2 ! ". / 4 ":. , . . - ' ;. LI 1,. :: ':. 
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system" until, 
in198l the GOS decided 
to fully' suspend agriculture credit

until thle oesablishmen of a new policyand 
program could heestablished. 

new credit/savings reforms embodiedin 

The
 
the fledglingCNC s have been


undertaken within the conteyt of national, social, and econoic reform as
stated in therconomicRef orany
zd la/-and are-thre oore- basic all

managed in an economicaly sound 
manner. Thhnreform is founded upon changes
in the legal structure and complete revision of 
the institutional 
 acilites
in order to facilitate effective credit 
supply. . USAIDhassup
reform while lishorteaattitude at. the same time counselling, against a'repeat. of the 
errors 
prevalent in previous credit programs. 
 The credit/savins study will
strengthen our 
efforts to provide constructive assistance.
 

In considering any creciit/,,avings program, one must' test the economicsoundness of the Investment - are technical packages available to agriculcureLhat will1 provide a return onl the investment. The study, proposes to look moreclosely at farm practices at s(. feral. levels of technology to establish a moreprecise understanding of the costs and returns for various practices therebyidentifying those technology packages of profit to the farmer and tile 
associated credit requirements and benefits.
 

The study will provide a comprehensive and detailed analysis of 
financial
flows 
in the rural sector of 
Senegal, including on-farm generation of
financial resources as 
well as transactions in the rural 
service sector and
the resource transfer to agriculture from 
family members involved in the urban
or 
foreign labor imarket. 
 The: study will also include a review of
institutional and informal arrangements for credit and ;avings trannaction' by
rural families and enterprises. 

Credit and saving' transactions are generally rlonsidercd to be privteas 
such are closely guarled. The objective will. be to describe the broad 
and 

overall structure of financial flows. Numerous studies have been or are beingundertaken in Senegal that can provide elements of the planned analysis. Thecontractor will Initiate this project by collecting, evaluating and compiling­the relevant literature. The contractor will 
also establish professional

dialogue related 
to USAID and other projects to assist In compilation of the
literature, revfew of analytical methodology, review of preliminary

conclusions and other professional co1llaboratioo as appropriate. Th)e
Agriculture Economics Research and Planning project being assisted by Michigan
State University and the Agriculture Policy Studies being undertaken by
Princeton University in collaboration with the Ministry of 
Plan and
Cooperation are important collaborating projects for thls study.
 

A major reference for this 
study is the analysis nnd literature compiled

by the GOS Interministerial Working Group 
on Agricultural Credit convened by
the Prime Minister. The extensive titudies 
carried out 
for this .'corking Groupprovide considerable study and analysis of the current 
situaLion. USAID has
participated in the Working Group and has 
on file the complete set
working papers and of the
the deliberations of 
the group as 
well as lMission and

consultant analysis of aspects 
of 
the situation from alternative points of
 
view.
 

;!l
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C. Methodology
 

1. Partial budget analysis of the major rural enterprises with
 
traditional technology and two levels of improved technology.
 

a. Major Crops
 

- millet
 
- peanuts
 

- maize
 

- cotton
 

- livestock
 
- fisheries
 
- gardening
 

b. Regional Interests
 

- Casamance
 

- Dryland Zone
 
- Senegal River Valley
 

c. Supplemental Analysis 

- cash and-In-kind transactions 
- labor transictions 
-. evaluation of subsidy ;rovided by 

RDA through input and marketing services 

2. Analysis of foreign exchange I lows to rural areas through banks and 
the postal system. Analysis of money flows from urbin to rural areas through 
family and seasonal linkages. 

3. Analysis of Rural. Investments 

- mosques
 
- housing and building improvements
 
- implements, animals, and other equipment
 
- land improvenent ';uch as wells, dikes, 

land leveling, orchards or wind breaks, tec. 

4. Analysis of Social Expenditures 

- weddings, etc.
 
- clothing
 
- electronic equipment
 

5. Survey of local Informal credit and savings arrangements including 
terms, conditions, and supply in respect to short, medium or long-term 
transaction!;. Tis analysi,; will Include Interest rates and other charges, an 
analysis of risks taken, collecLion rates, costs of business, etc. The costs 
of loan collection and the farmers costs Iin loan applltcatlon are to be 
included in Lhe calculat ions. The Increase in savings accounts, security of 
funds and ease of withdrawal for personal or prodLu,.tton needs will be 
determined. 
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6. Analysis of institutional credit 
terms, conditions and supply in
 
respect to 
short, medium and long-term borrowing. This analysis will include
 
costs of 
interest and other charges (including application time and travel for

loan application), estimates of collection rate and 
costs, estimation of risks
 
taken by lender and borrower, role of crop insurance in 
the lending program

and other features proposed for the new credit program for Senegal. in

preparation of this annex, a representative of the AID/Private Enterprise

Bureau prepared a list of recommendations and a sample Scope of Work which

detailed the issues to be addressed regarding the new credit/savings

i.s.-titution. This very thorough issues list will be taken into consideration
 
in the preparation of the General Terms of Reference for this study. 

7. Schematic presentation of net financial flows in the rural sector,
including earnings from rural production, cash flows in investment, subsidy

and labor excianges, social and productive expenditures, etc.
 

8. An analysis of the role of credit and savings and the implications of 
selected changes with respect 
to both factors in relation to farm production

enterprises. This step of the analysis will include a projection of the
financial viability of the credit institution including the rate of return on
investment in funds or the subsidy required to maintain the institution under
 
fixed interest or other charges and costs.
 

9. An analysis of the rural 
service sector credit requirements for the
 
supply and service of farm inputs and the provision of markets. Enterprises
 
of interest would include;
 

fertilizer supply at 
retail and in distribution levels of the 
supply network. 

farm implement manufacture, distribution and servicing in small 
scale and medium enterprises. 

livestock operations in mixed farming enterprises - draft 
animals, cattle fattening, poultry, dairy.
 

- improved seed production and distribution.
 

- supply and service of pump sets including supply of fuel and
 
lubricants.
 

- rice andJ millet mills ­ supply and service as well as commercial
 
operation in small and medium scale.
 

- fishing boats and fish dryers. 

- wells for fruit and vegetable production.
 

- village transport as a commercial service. 
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These analyses should include:
 

- a brief description of a typical unit - its service function
 

- costs for commodities and inputs at wholesale
 

-
 costs of doing business
 

- prices for services and retail sales 

- return from the enterprise 

- estimate of crediL requirement and savings generation from the 
enterprise
 

D. Plan of Work and Budget 

The proposed study will he undertaken by reference to existing literature, 
studies, project analysis and official statistics with the objective of 
compiling an overview of the status of rural credit and savings transactions. 
The researcher may provide certain elements of the financial transactions 
based upon brief field work, interviews and desk analysis. If elemens of the 
above uutline cannot be fully de:cribed within the aval .able time frame, the 
researcher wil he expected to develop prototype description and analysis inl 
order to completo the sub-sector presentation. 

A principle investigator working in association with two researchers is 
expc,ted to complete the ana lysis in four-six month;. The investigyator must 
be someone familia' with Senegal, with the literature on economics for West 
Africa, particularly the areas of agriculture production analvsis and rural 
services operations, and with the skills of research plapning and direction 
well developed for the financial and economic analy'sis involved in this 
study. It is believed that several U.S. institutions or firms hive the 
interest and resources to he responsive. The complete project would require 
approximately one year. 

1. Calendar 

Project Action Month
 

Approval of Project Paper 0
 
Finalization of RFTP and Advertisement 1
 
Selection of Contractor 2 1/2
 
Contractor in Field 4
 
Contractors Detailed Plan of Work 5
 
Review of Compiled Analytical Data
 

And Report Format 1
 
Review of Preliminary Draft 8
 
Final DIraft Report Suhmitted 9
 
USATI) Review and Approval 10
 
Final Report Distribited 11
 

2Iv
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Budget 

Economist - Financial/Economist 
6 months 

Analysts Staff 
75,000 

2 persons - 5 months 

Travel, Per Diem, Incidentals 

100,000 

35,000 

Data Acquisition and Reproduction 30,000 

Computer Time 

Report Preparation and Printing 

30,000 

30,000 

TOTAL 300,000 
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ANNEX 

PROCEDURES AND CRITERIA FOR USE OF THE LOCAL CURRENCY
 

A. Introduction 

The 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 Gestion").
 

B. Local Currency Management
 

The GOS has agreed to use a 1/c Management.Committee to approve releases
 

for specific activities from the above mentioned local currency (or
 

counterpart) account. The Ministry of Plan has suggested that the existing
 
I/c Management Committee already established by the GOS for the PL 480 Title
 
III Prt.:ram be used. This committee, wbich is composed of representatives from
 

the Mini.tries 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 all 1/c funds generated from program
 

assistance (ESF, SDF, PL 480).
 

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 prerequisite for presentation of any proposal to the i/c Management
 
Committee for consideration will be that the proposed activity have the pr
 

approval of the technical ministry concerned.
 

C. Local Currency Project Approval Criteria'
 

The folluwing criteria will be applied by the Committee to determine
 

whether or not an activity is eligible for obligation of funds:
 

1. Mandatory criteria for all activities
 

Th 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 



The approximate dates of 
the activity will begin and end must 
be
 
described.
 

The site of the activity must be 
idcntified or criteria for
 
selecting site set 
forth.
 

Nature of goods and services to be provided must 
be identified.
 

Costs 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 take-n into account: 

- That projected costs and returns result 
in benefits sufficient
 
for the target population to 
become involved in the activity. 

- That the technologies being introduced and tested are appropriate
 
for the local economic systems.
 

- Where applicable, that the agriculture support system is
adequate, including availability of 
inputs, extension assistance

and a marketing system for both inputs and outputs,
 

"Thatthe costs 
are reasonable in relation to 
the expected number
 
of beneficiaries.
 

That recurrent costs and maintenance of the activity can be 
provided by the village or 
COS.
 

- 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 un".ertaken.
 

- That for any livestock related assistance, village efforts and
 
commitment to 
restocking be considered.
 

3. Environmental criteria 

Since the counterpart belongs 
to the host government, there is
legal requirement 
for an environmental assessment for the 
no
 

I/c activities 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 gutdelines including the special 
brochure on environmental

considerations relating 
to Rural Roads 
(part of ESF project).
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D. Openin$ of the Project or Activity Account
 

Once a activity has been approved by the Committee, the Central Bank will
 
be asked to open a specific account for the activity. Each approval will
 
contain specific instructions as to withdrawal procedures.
 

E. Reportin _Reiu irement s 

:t is proposed to use the r porting procedures already in place for the
 
Title I1 1/c Management Committee. These procedures provide for quarterly
 

.financia and progress reports. 

F. Evaluation Plans 

The Joint Annual Evaluations of the progress will be held by the Committee 
at a time to be determined by the Committee. In addition to the annual 
program .:valuation, each activity will be individually evaluated upon its 
completion to determine how well it achieved its purpose. 

G. Aud i t 

Nor'nal GOS audit procedures will apply, with the Joint Management 
Committee free to request special audits where the "circumstances" so warrant. 

H. ConcIus ion 

Gi ve'- the satisfactory experience with the existing Title III I/c 
Management Committee, since it was streamlined last year, no major 
difficulties are envisioned in broading its mandate and installing the above 
procedures. 
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INITIAL ENVIRONMENTAL EXAMINATION
 

Project Country: Senegal
 

Proje,-t Title: GIP (Ag. Sector) Standard Financing
 

Funding: 5.0 Million Dollars
 

Period of Funding: FY 1983-1984
 

lEE Prepared by: Joy W. Lucke, USAID/Senegal
 
Reviewed by: Peter Freemen, USAID/Senegal
 

Environmental Action Recommended: Negative Determination.
 
No further environmental 

anal ses required.1 

Concurrence: ))J - t " / I%.6--1" 
David Shear, Director, USATD/Senegal 

Date: " _3
77 ,_ _ 

Bureau Environmental Officer's Recommendation:'"" 

Approve,. 

Disapprove _ 

Date: 

Assistant Administrator's Decision: 

Approve: 

Disapprove: 

Date: 

Clearance: RLA
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I. 
Examination of Nature, Scope and Magnitude of Environmental Impacts
 

A. Description of the Project
 

The project proposes to provide a commodity import grant of $5.0
 
million to the Government of 
Senegal (GOS) from Sahel Development
Funds on standard AID terms. 
 The primary purpose of the grant is

provide balance of 

to
 
payments assistance by financing fertilizer
 

imports required by the agriculture sector.
 

No pesticides will be 
imported under the proposed project.
 

Some dollars from this grant will be used 
to finance an agriculture
 
sector assessment and a credit and savings program study; 
local
currency generated from the CIP will be used 
to promote cooperative

reform measures, 
to stimulate the private fertilizer distribution
 
system and 
to reduce fertilizer subsidies.
 

B. Identification ano 
Evaluation of Environmental Impacts

(See Page 3, Annex L)
 

II. Recummended Environment Action
 

Negative determination. No 
further environmental analyses necessary.
 

I/lv 
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NIXPACT DENTFIiCATION AWI PALUATYON 10-W 

.	 . . ,Impact 

_________Identification 

impact Arua and "'ub-ar'/" Evaluation2 

1. 	 'h'tryiir; the character of the land through:
 

't. Incrertsing the popu3,,iion -------------------­

b. 	 1,'traicting rntural rerources - ---------------­

*. Land 'Tarin- - N 

-. 	 Chanf;ing soil character - ----------­

2. 	 A.iteri:$ natural efrlnscs--.------------------------- N 

3. 	 r'crccio r. iml)ortnuit ------- ----- --------------- N 

L. 	 ,Jeopardining man Dr his k---- - ----------- N 

,. 	 Other !"attors 

B. 	 VIA'FA QUALITY: 

N 

ChemicaO and bliclogiol'Itite- -------------------- - N 

1'hy.ic:al :-tate w'-" ----- --- . .--------------------------

3. 	 Ecologi. ea. balance --- ........--------------.... . 

Otht.r l"Ictor's 

Jl,5., l'ix .l ,11 ',,Vy ",",: '.,r t'h !I; t'orln. 

,_ Urs the following syttio] n: I- No onvironmontal JImpILct
 
1, j, impact
- environmental 

t 	 environmentalH. - llo l, 	 Impact 
11 - Il1 ellvilVOnmutaeltt impact 
U - Unknovii environmental imptauL,uuu1 ,. 9%,: 	 . . . .. i 



IYPA'4pIDE31TII"ICATION AND 

C. A MuSI.IjEll I 

Air additiv : 

Air Viil U on 

;.Noise IO t c: 

J,. Othe'r liactors 
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INALUATION RI2 

D. NA 'UiAI, t:SObl;,,1:: 

I. Diversiojn, a1tered 

.inefficient 

une of water - -

commitments --. .... . N 

----------------------- N 

* A It.'r i rt" hy& i 'J. s'mbolv 

* Dilution zf cul .ral tra]itiols 

. Other factors 

......- N 

.* hrm in.e n 

(l-i- i 

v u i,h---------

P onic/rmpJoyreut patt#.rn, -----------

- - - --- ----,-

--­; i--

N 

N 

Other 
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IMPACT IDENVI'FICATIO, 

G. IIf&NLTH 

AND EVALUATION FOIM 

I. 

2. 

3. 

Changinig a naturil environment 

Eliminating an ecosystem element 

Other factors 

N 

N 

11. GENI{1AL 

I. Internationial impuct-i 

2. Controversial impucts -­

3. Larger proeran impacts 

1, Other factor.; 

N 

N----------N 

N 

1. OTIIE( I u:[I UIE IMIACT.; (not listed tibove) 

Discussion A.1.d. Changing Soil Character 

Soil acidification can resul t from extended and excessive use of 
fertilizurs in sandy l10dm !oilS,' according to research carried out 
in Senegal and othier Sahelian nations. Liming and the incorporation 
of organic matter into the !;oil can correct ind/or prevent this 
condit ion. cntl'I hlis Aibundant sources of l ime, in 1ime stone out­
crop.; near t he c,,.aJ . Al !;o the It idification pusit iity and needed 

prevent ive meaisures; ire well known and practiced by Senegalese 
agronomnists ald exteln !,ini agenLs. Therefore, it is not judged that 
this possible alteration o)f -oil will inadvertently or predictably 
take place 'Is a collSetiece Of the projLct activity. 
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ANNEX K
 

MACROECONOMIC JUSTIFICATION
 

A. The Current Economic Crisis (1978 to the Present)
 

The combined impact of adverse external factors and inappropriate
 
government policies led to the emergence of a serious economic crisis in 1978
 
which continues to persist despite concerted efforts on the part of the GOS to
 
take corrective action. An examination of annual movements in selected
 
macroeconomic indicators reveals a slow but steady increase in the rate of 
consumption as a percentage of GDP (see Annex L - Table 1) to a peak of 100.1% 
in 1981. Despite successful efforts to step up the investment level since the 
mid-seventies, the low productivity of capital has meant that increased public
 
investment has not been reflected by increased economic activity. Thus, the
 
gap between aggregate demand and aggregate supply (known as the resource gap)
 
has widened consistently. The sections below deal with: the principle causes
 
of the economic crisis and the balance of payments and public finance
 
situations followed by a description of the corrective measures taken by the
 
GOS and the external support for these measures; and a prognosis regarding the
 
prospects for economic recovery.
 

1. Principle causes of the emergence of the crisis
 

The causes of the emergence of the crisis were several. First,
 

drought severely affected three out of four harvests in the years 1977/78 to 
1980/81, combined with comparatively poor world market prices for peanuts and 
pho.sphates, Senegal's leading exports. 9;econd, despite the sharp fall in 
production and in national revenues, the Government attempted to preserve the 
purchasing power of the population. Farmers debts were forgiven in 1978; the 
public waga bill was raised by 36 percent in 1979; price increases in key 
imports such as rice and sugar were absorbed by government subsidies. 

Thus, while real GDP per capita fell by 18 percent between 1977 and 
1981, real consumption was permitted to continue at approximately the same 
levels, with the results that Senegal's current account deficit rose from 7.6 
percent of GDP in 1977 to 18 percent of GDP in 1981. Although the Government 
continued large external borrowings, which began during the 1974 commodity 
boom, Senegal's balance of payments deficit increased from half of one percent 
of GDP in 1977 to 6.5 percent of GDP in 1981. Meanwhile, Senegal's 
outstanding external debt made a spectacular rise over the decade, from less 
than 15 percent of GDP at the end of 1972 to about 60 percent of GDP by the 
end of 1981.
 

Finally, poor management in the public sector, Including the 
parastatals, further contributed to Senegal's economic and fiscal crisis. 
ONCAD, which held the monopoly on the provision of inputs to farmers, 
accumulated a debt of more than 1267 mill Ion (CFAF 90 billion). The 
Stabilization Fund (CI'SP) and the central administration als;o accumulated 
important deflcits. By June, 1981 the total internal arrears of the Central 
Government and paras;Lata l; (Includding ONCAD) amounted to $500 million (CFAF 
150 billion) or $67 mllion (CFAF 20 billion) more than total government 
revenues in the preceding year. 
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2. Underlying factors explaining the persistence of the crisis
 

The persistence of 
the 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 currentsatisfy consumption needs, declining prices forpeanut oil is 
acceptable and relatively inexpensive substitutes emerge, the
continued low onreturn investment labor inand high costs 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 (SeeAnnex L - 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 limited exchangeonly foreign
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 the
on world market (e.g. soybean andsunflower seed) tosether with the rise in output of peanut oil have caused adecline in the price which is only 54% of the 1978 level. As a result exportearnings as a percentage o GI)P have declined steadily from about 367 in 1975 
to 28' in 1982 (See Annex L- Table I). 

Second, with torespect imports, the volume and composition are such
that import has todependency tended increase without an offsetting increasein domestic produ,-tive capacity (See L Table ForAnnexv - 8). example,

share of imports for food and other consumer items;, which little, 

the
 
have if any,impact on the future productive potential of th cconomy, ins increased at theexpense of imports of capital equipment and intermediate goo s. One of thereason; is that Senegal has become increasingly depe cent on food imports to


satisfy domestic requirements. A combfnation of factors, 
 such as difficultieswith the marketing system for doresticallv produced cereals, a past Government 
subsidizing foodpolicy of imports;, a taste preference for im irned 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
dramatically, placing heavy demands on s;carce re:;ources. The oil hill rose
from $76 million in 1976 
 to 040 million in 1982, roorc,;enting an averagean nuIal increase oT Recent357. decreass; in worli oil prices are not expected
to have a s;ignificant impact on the cost of oil imports due to the continued
weaknshs ! the (C'A franc against the, .. dollar. 

A:; a result of the fall in pricees; of major export, and the 
s rsti~Itn i; Increase In price'; of major imports, Senegal ha:; experienced aconm;ide rable de tperiorat lfn in its terms; of trade s;Ince 1975. (See Annex 1.-Table 1 .) ',h rea the terms; of trade of non-oil develop ing countries as a group improved mark edly in 1977 and conti ue to rmaln above,w their 1975 level,rho terms of trade for Senegal have fluctuated over the ,ine period, primarilyIn a negatiye direc ion, and have remained cons;i,;tently helow 1975their level. 
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3. The present balance of payments situation
 

a. The current account
 

Most recent developments in the balance of payments situation
 
differ slightly from the structural trends that have explained the general
 
inability of the Senegalese economy to pull out of the crisis over the last
 
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 toLs 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 same level,
 
demonstrating a slow-down in the volume of imports due to the combined impact
 
of inflation and the depreciation of the CFAF against the U.S. dollar. (See
 
Annex - Table 6). Nevertheless, the share (in value terms) of current
 
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
 
interest payments on debt which will have grown (taking into account
 
pro lctions ' 1984) at an annual average rate of 17% over the period
 
1980-1984. disturbing is that this growth has occurred despite two
 
successi,! 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 servic. burden
 
in subsequent years, since debt is not forgiven but payments are simply
 
delayed. At the heart of Senegal's debt problem, which remained manageable
 
through 1977, was the necessity to borrow on relatively hard terms during the
 
poor harvest years of 1978, 1980 and 1981 to mA intai , cssential food imports 
and a flow of raw materials and spare parts for industry. Thus, external debt 
outstanding as a percentage of GDP jumped from 21Z in 1977 to 26% in 1978, and 
is currently projected to be about 60% of GDP. (See Annex - Tables 13 and 
14.) 

The GOqS also resorted to commercial credit to finance part of 
the investments twider the Fifth Development Plan (1977-19PI) the flow ofas 

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 percen tag;e of exports of goods and services; is projected to 
reach 27% In 1983,' while an 18Z debt service rdtio is generally considered 
to he an upper limit. Glven the present clrumstanc(s, It is clear that 
Senegal is not In a position to consider external borrowing to finance Its 
balance of payments deficit and that even loans on less than commercial terms 
(e.g., suppliers' credit) must be kept to a minimum. 

Assumes a 1983 debt resehedmllng and 34% without another rescheduling. 

., V 

1 
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b. The capital account
 

A main feature of the capital account since 1980 is the
 
declining trend of net capital inflows to compensate for the trade deficit.
 
Thus, net capital inflows have declined from $297.4 million in 1980 to 1186.5 
million in 1983. It is expected tiat the capital account will level off in 
1983 and 1984 at about $190 million. The decrease in net capital inflows is 
the result of a number of factors. First, net public sector inflows which 
becomeL a significant feature of the capita] account for the first time in 1980 
(with 4208 million) began to drop off in 1982. This reflects Senegal's
efforts to limit public sector borrywing, as well as a decline in official 
concessional loans. Second, Stabex flows from the EEC, designed to offset 
decreases in export earninv;:; as a result of external factors such as drought 
or an abrupt fall in world prices for rijor export commodities, declined from 

80 million in 198! 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 fail., the 
volume of exports ha; increased considerably, and with it, export earnings. 
Finally, net private sector inflows have also decreased since 1980, from $89.4 
million to 152.8 million in 1933; however, a slight increase is projected for 
1984. 

c. Impact of the balance of payments on reserves 

A short-lived improvement in Senegal's balance of payments 
during the mid-1970s ner:nitrted reserves to grow significantly but by the end 
of 1980 Senega 's ,hare of rese:rves had fallen to a bare minimum of 47.6 
millioi:, or about thrc, days' import;. In 1981 the situation improved 
aargi nalyIand th. Central Pank's foreign assets rose to 8.6 million.
 
Prelimina ry figures 
 for the first lialf of 1982 ,'how no significaint change in
 
this ",ituation. Clearly, Senegal ainnot rely on its reserves to finance a
 
balance of payments deficit.
 

d. Implications of Senegai l's ,,__bherti zi the West African 
Monetarv Union on the balance of ,_payment-

Senegail 's merllersh ip in the 1;est African Honetary Union 
(WA.MU) and this inion',; agreement. with France have ,peo'ial Imnplications for 
the conduct of mone, ary policy and the balance of payments. On the positive
side, member states poel their fore ig n exchange earning; and reserves in a 
common central bank, tlm ICEAO (Banqme Centrale des Etat:, de l'Afrique de 
I 'Ouest ). Thus , a thou,,,h a member's foreion excl,,irnge paymonts may he greater
than its re:;erves; p1u!; foreI ex lm.an::;, recipt;, it may draw on the excess 
res rve,; o! othflr member state!,; to fin.nce its; paymMnt,. ore Importantly, 
Franci. garmrtees time li I convertiility of the CFAF against the French Franc 
at a ffixeud rate of ! CFAF equal1; 0.02 FF. Therefore, as long as the WAIUU 
members ss,:; r:F,\ thOt li" m 0ay ; Inif ore ign exchange through France '!;
exchange mar,:et i Pais,. I i prairt i,'r , th ,I; ; rautee ensured through an 
operaLI ac,tlunt wi t- tI-he, Frnch Treai,;(iry whi ch provides overdraift 
fac I lit I e; to t lie Bl'EIA). 

A spec I a I financing fac I I ity set up by the EEC to protect less devel opd 
count rIe; from wide f Ii tuat Ions In t lie prices-; of th ei r export,. 

1 
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There are, however, a number of mechanisms used to limit
 

domestic credit expansion within WAMU which, in effect, through the limitation
 

on CFAF availability, place a ceiling on the BCEAO's access to overdraft
 

facilities on the operations account. First, whenever tihe average amount of
 

the BCEAO's net foreign assets falls short of 20% of its liabilities for three
 

consecutive months, the BCEAO must reduce its rediscount ceilrigs. Second, 
regardless of the Central Bank's net fore gn asset position, the BCOAO must 
give its approval for any request for a bank loan In Senegal which e::ceds 

approximately $206,000. During 1978 through 1980, despite these mechanisms 
and a deteriorating aet external position, the BCEAO experienced difficubty in 

limiting credit expansion. (See Annex L- Table 15.) This was due mainiy 
because private banks were raising resources for lending fron foreign source,; 

to supplement financing backed by domestic deposits, rediscounts, and net 

money market operatiocns to meet the increased demand tor credit. As a result, 
Senegal's foreign liabilities included for the first time in 1978 an overdraft 

on the operat ions account of 18.2 million, which increased inl 1979 to 184.6 

million, and again in 1980 to 1148.6 million. Since 1980, however, Sengal's 

access to additional, overdraft fin ilities has been limited. As the net 

foreign assets of the Cntral Bank became increasingly negative the rato of 

growth of domo ;t ic liquidity was bruught under control. 

Intere,; coasts on the overdraft facility, which vary 

accordi ng to the di scount rate of t he French Cunt cal Bank a nd Include finance 
charges (e.g. currently estimit',I to be about 15%), have also been a deterring 

factor to further recourse to tle ope rat ionus account. 

FurtLcrmire, since I980, Senegal has, in; the context of 
,various stabilizitioul agre ulent with the I1M', pl iced ,erfous. imitsl on hoth 

domestic creditr expansion ind r "orse to n'w external borrowing. The -'t 
result of tLhw' factor,, is rhat senegal's CAF availability which wuld allow 

it to obtain alfttLonal foreign exchang, thrugh the operations account and 

thus to fini,,c,' iW balance of payment s d tin t, has beon s;everely 
constrained. Thus in 1982, due to a coW' inal i, of the li mit; on credit 
expansion, high interest costs on the overdraft facility and substantial 

central bank deposits Seriegal maside no additional drawings; on tihe opeat Ions 
account. 

In 1983 have been a number of new developments which would 

ntIo.r 

First, France is -urrentIy experiencing d1fficultiet'; in ca intaiinig all 
tend to discourage significant :idliLoaal drawings on the opera account. 

acceptable levl of reserves; due to t l e weikness of the F relnic Franc Against, 

other major ciilrone : over the last 1, monthus;. Thus, Franc zone countrie'; 

are being eniicouragedL"t limit and,1 whe'r2 possible to reduce their overdraft!-. 

with the Freuch treas;urv. Second, .,; A r mlt o a .lack world m ,rket for o1l 

export s; and recont price d,'''rc ',;es, tel' res;er.r'; oI tihe two ma ior II I 
exporters ini the Franc zorne (Camt'roon alid Na bOn) have d 'i led aid aret no 

longer sufficient to cow' r otIer coumntries;' o v'rdrafts; ('I mP ais thewhich thra t 

direct press;;ure on France to ,us;e ts; re';a'rve'; to back the (WAF his; actully 

increaseed. ' i s; titt.on at i linoplportLn for ;iIt sres; tim ' Seneal nce|liwo 

current projections Indicate that financing, particularly from friendly Arab 
countries, is; expected to decline significantly In 1983. 
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e. Financing of 
the balance of payments gal 

Senegal depends heavily on 
net transfers (ODA grants),
official loans (public capital inflows) and central bank financing in the formof IMF drawings, an 
overdraft on the operations account and central bank
deposits by friendly countries to finance ,ts balance of payments gap. in1982, the current account deficit of $305.8 million was financed bymillion in net public $145.4sector capitalinflows inciuding exceptionalpayments assistance and balance of3160.4 miilion in centcral bank financing p'rincipallvfrom Kuwait ($110 Imi Ilion centra hank deposit) and the !MF ($'8. 4 million indrawings 
In the cont:ext of !ho 981 /82 n Landby ag rLement). 

h(tlrcf; of financing for tis year'j currunt accountdeficit projected te bhe $354.2jilioi (See Annex 1- Tible 6) are at presentuncertain. The GUS is hoping tor thy following:
 

Projected current account 
 deficit: 354.2 million 
- IMF drawing ;(ssuming a 1983/84 23.1 million 

S taid by)
 

- Arab except tonal P01P support 
 12.0 million 

- France exceptional BOP support 60.5 million 

- Other net ofticial capital inflows 138.7 million- TOTAL 
234.3 mil lian 

Unfinance2 
currp't o.nrount deficit: 1i9.9 
 r.illion 

- Proposed AID non-project assistance $ 17.25 million 
of which: 

- Title I1 

(7.0 million) 

- ESF 
(5.0 million)
 

- SDFI 5 (4.25 million) 

Current account deficit after proposed AID
contribut ion: 

101.6 milllion 

While the above breakdown Is still tentative, IC i' also c,ear that for1983 tlher, is a definite need for bal ance, of paym, ht support. F"u rthlermoe re,UI. . contributioen ae! $K . 5 0 1i"en (I 7mi ll in Til i 111, & milli n ESP and$4.25 million 2 Di') wot, mi m , k a ! n ficantd sig contriLbuton t . Lieahlncu ofpayments repreen t Ing 141( of the is yet um! i l(n et port Lo, (f the current 

.. 75--Yot f-3t .0 million of SDF Is for two teclhnlal an;Nstancestudies and Isn not considered In this case a; balaice of payments support. 
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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
 

(See Annex L - Table 16.) Since 1977/78 and
financial posi tion of the GOS. 
particularly since 1980/81, the government has run a deficit on both its 

current and capital operations. From 1980/81 through to 1982/83, the deficit 

on current cperations was about 4.9% of GDP and it is expected to remain at 

about the same level in 1983/84. 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 cxpected
 

to be about 9.2% of GDP in 1983/84.
 

a. Current operations budget 

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

receipts subs-antially 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 introductldn 

of additi 1 n:il taxes since Senegal is already characterized by a relatively 

high ratio of Lax revenue to GDP (est i.ated at 2172 in 1981/82). The ratio of 

taxes to GDPI in; Wiptlv above the average for ether countrie; pArt.icipating 

in the West AWrican Moneta ry Jnitn (WAM) and about 247 ahov. the avcrape for 

lower income African I1 importing countrli s. On import ed item> there are 

three ta:.q: a ba;ic custom duty of 154, a fivsal duty of aniaveripe 407, and 

a value Added tax at an ord narv rate ofI 2w7. The dir.c ttx ''tin taxes 

each category of incorme separately and then follows up with A ,urtx (t 
overall income. Thus, the prospects for future inc ree; i revenu'e devned 
almost entirely on more efficient tax collection and admini s;tration, not on 

inc reased rate s 

With respect to expenditures, the laret Item cnt inues to be 

public sector wages and salaries. A recent IMI studv shows that the level of 
the wage bill in ,enegal is about 28% hi gher thin would be expect,,d in A 

county of Senegal's size and Income. Senegal', civil .service was estimated 

in January 1982 at A1,000, compared to 68,60() in Ivory Co it, a country with a 

population about a (aI' than t h c'r,, "I Senegal.5q)nlarger aind [lreo t fmn that 

There are, however, a c rtain numbetr "1 politica la trc , Includiny thin lali 

of private ,;ector for i ,mpl mpert 'f t h, vdurue t .,, wm (11c haveopp ortunitip[s the 

and will c onit lne to apply .severe pr4,,;;ure on th,, ,overniliert t Ar t AN5 i! 

Thins, problem ,f conta ining rdu'lng 
sector ev:mplo nut t t reat ed thil' ' (t vm lo,an'' t pin'rat I l 
employer of last resort. the e and pub lic 

t'nt le Ini mo xt of 

efforts In sector . Nivivrtheles;,, ; ' 1980/1) ii', hai' ,othlier the IOS si 

successful In limiting time real growth of currenut Pexierrd ur,: on wag,.; And 

salaries which In local currency term';, havp ncirpas 'd on average at about the 
same pace as Inflat ll. 
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expenditures for supplies at about 1200 million with a real decrease currently
being projected for fiscal year 1983/84. 


)Since 1982, the GOS appears to be stabilizing the level of
 

However,
assuming progressively more importance in the 
one item which will be
 

- .rrent expenditures outlook isinterest on public debt.

d 	 Debt service payments on government debt will be­to-the--contractua -debt- managed-by t 'Autonomous Sinkng-Fund (CAA),
and the need to pay off short-term arrears, the debts of the 
now defunct
parastatal OCAD, and the exceptional aid received in the form of special
treasury loans. Government arrears are estimated at about 3118 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
Price Equalization and Stabilization Fund (CPSP). 	 he

The role of this fund since
the GOS has decontrolled 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 is viewed as being of particular
importance 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 costs,
the GOS through 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.
 

b. 	 Implications of the current operations budget for
 
recurrent costs
 

The GOS's difficulties 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 its 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 
lrTable 4) may bring some
relief in the growth of demand for recurrent expenditure due to a relative
decrease In social sector and rural development investment targets and an
increase in the proportion of investment allocated to directly productive
sectori. Nevertheless, 
recurrent cost minimization is likely to be tn
important criteria for project selection until the public finance situation

has improved.
 

C. 	 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 fcom 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
 
negative beginning in 1977/78. The result has been that despite debt
 
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 COS's ability to mobilize the resources required to cover its contribution 
to the proposed investment under the Sixth Development Plan which has been 
estimated at about 0l50 million or 11% of the total for the period 1981-85 
(see Annex .- Summnary Table 4A). In recognition of the relative infeasibility 
of investment targets, the Sixth Plan is currently being revised downward and 
will give priority to 19 major investment projects. In 1983/84 the Govetment 
expects to limit the deficit on the capital budget through increased efforts 
to mobilize external capital grants and a 171 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 hasis 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 
agricnitural policy. The following :ection present 8 corrective measures 
introduced directly by the GOS and in connection with support from the IMF and 
the World Baqk inlcluding an assessilcnt of GOS performance in actually applying 
these corrective measures. 

1. The qOS Economic cnd Financial Reforc Program 

The Economic and Fi nancial Reform Plan ("Plan de Redressement") has 

three broad objectives: 1) 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 two or three 
years (1980-1983) would be focused on stabilization and that in the subsequent 
years the economy would assume a steadier growth path. (For a summary of this 
program see Annex D). 

To rect ify the public finance situation the GOS has undertaken to (1) 
maintain the rate of growth of current expenditures below that of current 
revenue (2) progre:;siveIy reduce the share of outlays on personnel (3) reduce 
the role of public unterprises In thifconomy and improve their financial 
manangement. According to recent figures on government operations tLe GOS has 
in fact made some progres; withi respect to all three of the above. Growth in 
current revene has been on average marginally above growth In current 
expenditurei (0.8% and 0. 2% respiecyLvely). The share of outlays on personnel 
has decreased from 56% In 1980/81 to 48% In 1982/83. The GOS has signed six 
program contracts with public enterprises to strengthen their efficiency and 
to limit the government's financial responsibility to those entities. 
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As a means of preventing further deterioration in the balance of
 
payments the GOS Reform Plan calls 
forz 1) the introduction of a more

restrictive credit policy through increases 
in interest rates and the 
use of a
system of advance authorizations for credit requests exceeding about 
206,000

2) the adoption of new foreign trade policy through the progressive
introduc! !,n of an increase in import duties and a selective export subsidy to 
encourage sectors that offer real export possibi] Ities and 3) coicertedefforts to 
limit service on external public debt 
to 15% of export earnings.
Consistent with these objectives, interest 
rates were increased in 1982 by
average 2%. 

an
 
The system of advance authorizations for credit has been


introduced as well as a new 
foreign trade policy. 
Debt service payments have
exceeded the 15% of export earnings; however, the GOS has made efforts to
reduce debt service by conforming with IMF ceilings on new external borrowing
and negotiating two successful debt reschedulings in 1981 and 198?.
 

With respect 
to prices and wages the reform plan commits the GOS to:
1) the progressive decontrol of prices 2) the fixing of producer prices at the
highest possible level compatible with the anticipated export price and 3)
maintenance of wage level increases within the 
limits of the projected growth
in GDP and domestic consumption. 
 Since 1980, the GOS has made impressive

strides towards the elimination of subsidies 
even on sensitive food products.
Prices were raised by 
25% 'for bread and sugar, 31% 
for rice, 39% for groundnut

oil, 421 for wheat flour and 59% for gasoline. 
 At present, subsidies remain
for some agriculture inputs such 
as 
groundnut seed and fertilizer, and to the
producer ,rice for groundnuts and tari ffs on certain public cervices. Wage
increases; 
h:ave been kept to a minimum of about 5 in 
the public sector for
1982 and 1?83 and have increased in April of this year for the 
first time

since .Januarv 1981 in the private sector. 
 The producer price for groundnuts,
which has been traditionally below the e.,xport price Is now subsidized since

domestic costs are currently above world prices. 
 This is due both to the fact
that the GOS increased the price perhaps too sharply in 1981 and to an

unexpected deterioration 
 In the world price since 1981. 

In the context of the Sixth Development Plan the GOS has set 
a number

of Investment targets;: (1) the maintenance of total private and public
investment at about: 
17% of GDPI and public Investment alone at 10 of CDP (2)
the allocation of 55% of investment to directly productive sectors (as
compared to 471 in the Fifth Plan) and (3) an Increase In the contribution of 
public syavings from 15% of public investment to 25% over the 1981-85 period.In 1981 and 1982 investment has been estimated at about 20% of GDP andaccording to the proposed composition of the Sixth Development Plan 57% oftotal Investment Is to be allocated to the primary and secondary sectors. 
 As
for the cont rihtion of public savings to finance public Investment the
I5Z-25. target appears to be overly-ambitions 
in view of the GOS's current 
budgetary di fflculties. 

Given the Importance of the agriculture sector In determining the
good health of the overall economic situation, the GOS reform program outlines a number of measures with respect to; (1) the use of incentive pricing (2) thereorgani zation of regional and national rural development institutions (3) the
reorganization of the Price Equali zation and
 



K-lI 

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
 
(8) creation of village sections within cooperatives and (9) reorganization of
 
agriculture research. Especially important are reforms dealing with the
 
reorganization of regional rural development agencies, the reform of Senegal's
 
system for supplying the farmer with fertilizer and seed, the reform of rural
 
credit and the strengthening of farmers' organizations such as village 
sections and cooperatives. This comprehensive program for structural reform
 
in the agriculture sector is designed to: (1) stimulate production of food
 
crops to decrease import dependency (2) increase and diversify agriculture
 
production (3) encourage farmers to accept more responsibility by providing 
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 
increased across the board in 1981.1 Consumer prices of imported food 
products now tend to reflect import costs. ONCAD, the parastatal responsible 
for providing inputs, credit, and for marketing grmndnut 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. 
Program contracts between the GOS and three of the rural development agencies 
(SAED, SODEFITEX, SODEVA) have been signed, a study of the financial 
managemcnt of the CPSP has been made, a policy of encouraging farmers to store 
their own seed was rttempted but abandoned during the 1982-83 growing season, 
and procedures for the overhaul )f groundnut collection and weighing 
operations have been implemented. Measures have also been taken to promote 
the role of private transporters in the marketing of agriculture production. 

Despite the above achievements there are a variety ot areas in the 
agriculture sector where change has proved to be difficult. The first 
concerns the role and future of SONAR, a temporary agency created following 
the dissolution of ONCAD to supply farmers with inputs such as seed and 
fertilizer. While the GOS has expresse] 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 
encouraging Individuals to hold back part of their harvest to serve as seeds 
for the growing season due to technical difficulties with seed preservation 
and the release of funds for this purpose as well as to unfavorable reactions 
from the farmers themselves. The;e farmers,, who are accustomed to wide 
fluctuations in their production from one year to the next, were hesitant 
about opting in favor of conserving their own seed stocks since they believed 
tht tshi would permanently deny them acce;,s to government seed stocks In the 
future. Concern has been expressed with respect to the implications of this 
policy for the quality of future seed stocks. 

1 In April 1983 producer prices; fer rice, maize and millet were increased an 
additional 10 - 20%. 
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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 phasing-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 E 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 this; 
area. Finally, the ­reorganization of rural development agencies has proceded more 
slow.l: than
criginally expected despite the sigrature of 
program contracts. Problems
associated with staffing, and administrative and financial management have
proved to be 
quite stubborn and efficiency has suffered. 
 These difficulties
 

reflected in performance with respect
are to the World Bank's Structural
 
Adjustment Loan.
 

Although important 
measures have been taken to promote structural
 
change in the agriculture Sector, reform has been more 
elusive than
anticipated. Institutional arrangements have demonstrated remarkable inertia
and Senegalese farmers, who have been accustomed 
to extensive government
participation, appear cautious about assumig the 
risk involved in farming in
the Sahel region without significant government support. 
 The newly appointed
Minister for Rural Development has asked for a 6 month reflection periodbefore 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 Economic and Financial Reform Program.
In 
August 1980, an Extended Fund Facility (FIF) was 
approved covering three
fiscal years from July 1980 to June 1983 for 
the amount of 
SDR 184.8 million
(approximately 1207 million). 
 Pcrformance under the first year of the
 program, however, 
 fell short of expectations, partially due theto droughtalso because 
a number of measures specified in the program were not 
but 

applied.
The current account deficit in 1980 exceeded the program target by about 
130
mi llion as 
a result of larger than projected imports. The overall balance of
payments deficit, however, wa; 
more in line with targets due to larger than
expected capital Inflows. 
 The ceiling on total domest;ic 
credit was exceeded

in the las;t quarter of 1980 by about 
5%, and during the first 
half of 1981 the
ceiling on tie cumulative deficit of the central gove rnment wan'; 
exceeded by a
considerable margin w!th a deficit of about 
$4.3 million Instead of a
projected surplus of about 
$1.4 million. The eeling on 
new foreign

borrowing, which was; 
observed through Novenber 1980, was; slightly exceeded In
 
Ie cember.
 

In view of the difficultlet; experienced during the EIFF it wa; decided
that the approach under 
a stand by arrang 'mert would b 
more adapte(d to the
specific contratntui faced by 
the (OS. fence, 
In Sept ember 1981, a ntandby
was approved covering the period 
from J ly 1981 
to ,June 1982 and allowing for
drawirngs cf SDR 63 million, or nbo't 
A7; 
 million by the GOS. l'erfornnnce
 

v* 
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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
 

performance criteria. Thus, since December the COS has been unable to draw on
 
IMF resources. Factors explaining excessive credit expansion are both
 

external and internal. First, contrary to the underlying assumption of the
 

new stabilization program of a 17% firming of the prices of groundnut
 
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
 
outstanding debt reflecting a downward rigidity in world interest rate proved
 
to be higher than anticipated. These two factors alone represent a GOS
 
revenue shortfall of about 450 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,
 
1983. Nevertheless, some important steps to check demands on public resources
 
and to increase government revenue have been made: (1) prices for milk sugar
 
were inJcreased by 50% in November 1982, (2) the fiscal duty on imports was
 

increa;sed by 5%, (3) the export subsidy on nontraditional exports has been
 

rat sed from 10Z to 15% and the list of eligible products has been extended, 
and (4) proposals for increased taxes on alcoholic beverages and kola nuts 
will be submitted to the newly-elected National Assembly In April 1983. (For 

a summary of major requirement; under the IMF ntandby, see Annex I).) 

A number of important agriculture reforms outlined in the previous 

section on the GOS recovery program are also in the process of being 
Implemented under the standby with the IMF. A contract is; being negotiated to 
Increaoe the role of oil crushing firms in the marketing of groundnuts and to 
encourage them to minimize costs (signature expected shortly). A contract has 
been signed with the domestic f,rtilizer producer to assume direct 
responsl;ibility for fertilizer distribution, and the price of fertilizer has 
been dihlled, reducing tle sthisdidy to about 60%. 

Under the 1982/83 stahlization program the COS has been authorized 

to ,;e otnly 12.5% rf Its; drawings. Following an IMF missi;on In January 1983, 
It was dletidd that dest;pite th resour'e s;hortfall of about $50 million due to 
high Interest rate, ant the relati vely low prices for groundnut, the COS would 
mailntA.1 the originil objectivyes; of the program as; set in Novemnber. In order 

to do so, hwever, it would he necessary for the COS t, mobil i , major new 
balanre of ;taympnt; as;,;is;tanrce of abouit $00 million on grant term.;. Since the 

(G hWs; been i n able to mobilz this; exr'ptional aid, It was; r'ided in May 

that thit IMhF and (O would tbegin n,,,t alatlng a new agreement votw rI g tlie 

periotl Irom ,liy 1, 19HIf to htne 10, 1984. The n,,w program In to be based on 
th int rodtct ion of ronrrti m,,;sre: to correct, lIn particilar, the criticil 

Public finanre nit iatIon. (See Section C.1 on 'ublic FI.l nces;.) 
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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 COS
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, mutuallyreinforcing. The release of SAL funds is in principle conditional on the GOSmeeting standby terms. The IMF standby arrangement, which must berenegotiated annullly, incorporates the major outstanding requirements underthe SAL. In the division of labor becween these two Institutions,concentrated on the IMF hasthe macroeconomic as'ects of stabilization, while the WorldBank has assumed responsibility for monttoring agriculture and institution
 
reforms.
 

Counterpart funds have been deposited in a special account andbeing used to cover arethe development e~qenditures
to of the parapublic sector andImprove the efficiency of a number of key rural development agencies.World Bank has The
to date only approved COS program contracts with SAED and
 
SODEFITEX.
 

As a result of the slower than expected progress in implementingagriculture reforms (Sec Section B2), the World Bank has not :.et disbursed thesecond trciche of the SA, (equivalent to about 16 million). The or! ginalterms of the 
loan set 
the deadline 
for release at December 31, 1931,
was s uhs;equently extend(,d but thisto ,Iune 30, 1983. The final decision as ta whetherto releas,;e the second tranche before the ex )Iration date will be 7adecourse in theof the onth of May. I-p lementat fon difficulties; can be linked 'o thenature of .AL conditionality which has been relati'vely cmplex, Involvingnumber of different iflstIt ation,; and reforms in a variety of different areas,
such as seed stock ma intenance, the distribution 
 and pricing for f!crtIiizvr',thLe reorgantization of RDAs, ;a:ld the future of the parastatilI SONAR. As aresult, progresIin 
one area hi: been pena I zed by Inad'-, iate perforimznc. In
other areas.
 

Based on.'xp r lenne with tih' SAL, it,World flank I.s con';Iderln,, theconLtinuati on of !;tUIport for 'c(onolInc rvform o;, but iii a intor limited context."hrotr ;h .I coibiniat ion of teerlrzi',il a;sl;,it.irice to draw uit) relhabl it ion 
prograns 
for key pillic rpt rf;vsti r, aid ,;vbIe, rucl t Iine!; of e'r(i it toent e r;ir I , w')rk 1 thesev; to)provide l, (i pI.ng 1iand to(rvlnc Iri x'hainge for nic(-(!;e;,aryImport!;, thv Worrld Bank ai 
.sto e'nti' ri gle Addit ionalrarul)i11f c r ')f the) t" ;i Ior. A heal t Ior ;),Irapubi I ';'ct or w,! li(I j LIv,, Impolr)t It1,Imp I feat Ion,; Ior ( . pub] f Iu nlco., , !; In ' t a re { net me!;Se(!or I!; c realt IIy i-! ,lt iv . Iien 

t ( ' Ili, i for t Ii I;Feiw v om;),li a ,iut o I Ilia i{ onvr v ,)ort Ion o fthliIr itnvw Iinv i!n;t meit hand ;,ii ,iphl Ac 'ompal ftI hav (v gont, ro (I ofonly , I I 
1
lie rc4ni a f )
!;I x y 4- Ight pa raprib Ic 

iI j,,,' v rrl l t I i xn t' ,, ;.t Twi ,ny'ltt ll' of
ni li'ive
cou;; i haI eipi-if-I oir d (opera Ii|rigdeo feI t ii 
t hie 

Ifr each
)f th III,; f ly years, wI f i .,l','y, i vi oIper, Iitllg Io!, e!; in FY81 tot;i If i 13billi ont CFAV. l)1re.t (;ov,'r tinqn ';Uh-,Idi#,, Ii FY81
equal to we r l !7., bill ion (FAF,10". of III(- ()vo- -ri t opri'-er,it Itig hiridge t (-xe Irid fing deht ;v.rvIfe ) anid207. (iflie pibl fc !ivtor dofe t-it In tlhat 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
 
programs for OPT (postal and telecommunication), SOTRAC (urban bus company),
 
and SENELEC (power company), followed probably by OH __(urban housing)_and 
SICAP (urban housing) Dakar-Marine, SONADIS (distribution) and SONEES (water
 
supply). It is expected that this project will be approved in the middle of
 
1983. A subsequent project is envisaged to provide financial support for
 
enterprises demonstrating progress in implementing their rehabilitation
 
programs, with disbursements made at six-month intervals, conditional upon
 
enterprise performance in areas such as production efficiency, maintenance,
 
billing recovery, investment execution etc. The World Bank is currently

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

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 groupst OECD donors, Arab donors, and
 
multilateral donors. (See Annex L - Table 19.) The latest figures available
 
are for 1981. They would seem to indicate that the largest donor group of
 
concessional assistance consists of the OECD countries providing 301.4
 
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 account for 70% 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 terms. The major donor group

is comprised of the multilateral donors with the World Bank's loans accounting
 
for about one-third of this type of financial flow. France, principally

through the Caisse Centrale do CoopEration Economique (CCCE) extended about
 
25% of these loans made on somewhat harder terms. (See Annex L - Table 20.)
The program component of this category of assistance accounts for about 40% of 
the total and the project aid an,' technical assistance components for about 
60%. These figures would seem to imply that at least some donors 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 commitments at 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 flows in 1981.
 
(See Annex L - Table 21.) France provides a sizable amount of its aid as
 
technical assistance, which represented 38% of its total program in Senegal in
 
1981. The World Bank share in now commitments varies from year to year, but
 
in 1981 it was the second largest donor, providing $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 program assistance, Kuwait's assistance was committed to the 
OMVS project. U.S, assistance which is totally on grant terms to Senegal has 
been increasing rapidly since 1978, and the U.S. was the sixth largest donor 
in 1981, with $35.6 million in new commitments. (See Annex L - Table 18.) 
Food aid e.nd assistance to the agriculture sector wore prominent features of
 
the program. After the 1.5, th6 African Development Bank and Germany extended
 
about $30 million each in 1981,.
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In addition to official flows, Senegal also benefited from increased

Central Bank financing as a result of drawings on IMF resources of 162.6
million under a standby arrangement and the Compensatory Financing Facility.

(See Annex L - Table 22.)
 

Preliminary 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 


of external 
support; however, future levels, especially from Arab donors, may
 

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. 

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

- As arrangements for moving 
and in particular the Arab 
rather than in the form of 

ahead with OMVS were finalized, 
donors, directed new funding to 
balance of payments support. 

donors, 

OMVS 

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

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 gap in the 
event of a decline in Arab flows.
 

D. Prospects For Economic Recovery 

Prospects; for economic recovery will depend heavily 
on COS political will

and determination to proceed energetically with its medium-term program foreconocic and fi'ancial reform. This program, together with the SixthDevelopinent Plan for the period 1981 through 1985, provides a sound basis forSenegal', economic recovery. The policy reforms; prescribed have beendiscus ;ed widely and have emergpd from a dialogue between the COS and itsmajor donors, particularly the IMF and the World Bank. Through the promotionof structural change, St ,gal s;hould be able to progressively re-establish
financial equli bri um while stimulating economic growth. 

A slowdown In the consunption rate of hous;ehold:; and the public sectorshould, with the as;;i stan,-e of a policy of maintaining po;itive real interestrates, s;timulate domei,;c s;avings as a percentage of CIP, which have declinedsteadlly s ince 1975. The impact of Inves;tment on economic growth i; 
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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 expand
 
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 important 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 colian power, peat and if
 
possible exploitation of domestic oil resources.
 

Medium-term projections for the pattern of economic growth were made
 

through 1985 in the context of the Sixth Development Plan. (See Annex -

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). Pro,;pects for the
 
primary sector, at least tlrrough 1985, assume only 1.10 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 is assumed to grow more quickly than any other sector 

of the economy at a real annual rate of 4Q between 1982 and 1985. Major 

contributors are expected to be: construction (32/ of total grow'th), 
manufacturing (33%), and energy (21Z). These result ; would he consistent with 
the projected sectoral breakdown of investments under the Sixth Development 
Plan, which provides for 34% of total inventment,; to be directed to the 

secondary sector. The GOS also expects thit recent changes in the investment 
code and other measures to promote private sector involvement will also begin 
to bear fruit during this period. 

The tertiary sector is traditional!y the largest component of Senegal's 

GDP, accounting for ;lightly over one-third. Commerce is the principal 
contributor with just under 60T of G.)' in this :;ector derived from this 
activity. Although the rate of growth of the tertiary actlvitie is; expected 

to decrease slight ly, thi.s sector will most probably grow at a real annual 
rate of about U% through 1985. Touri sm i; also assuned to account for a 
significant part of thtis real growth. Ahoit 227 of Inmve;tm'n' under tie 

Sixth Plan are to ie 'hanuelliid to thiv tertiar['y Nector, lrim.iriv Ior 
transport and tvie]commintii ll ns; pr io,'' t, (a proximately W 3O l1l1on). 

tWrs;onanl services, whilh lincltde boithI dome,;! I " enrvi its. ainid public sector 

s;alaries, ari, proje'ted to grow inly s;lightly, at 1.7 ; per ;i imtin real term!; 

between 1982 amd 198' . Thits tre nid would h, a d pt ur+' f roml eai rlier years and 

ref lect; (OS inEntions to limit public rotior hiring, a:; well as; to maintain 

wage Itncrea tie at levels compatible with iprojected growt h I (;I) ' and domestic 
(,Olln;ilmpt I (oii. 
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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 take considerably more
to 

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. 

Senegal's past 
record with respect to economic policy reform is a good
 
one. Subsidies on 
consumer goods have been practically eliminated as part of


overall policy of maintaining true economic pricing.
an 
The COS 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. Thegovernment'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 importgrowth and to promote exports through a system of fiscal levies on imports,

and subsidies for nontraditional export,;. Pruducer price!; have 
 been increased
substantially, and major reforms designed to increase productivity and reduce 
costs in the groundnut sector have been intriduced. 

Senegal is currently experiencing some difficulties with respect to the 
implementit ion of its standby agreement with the IMF; following PresidentDiouf's election to a full term of his. own, the GOS has publicly reaffirmed 
its commitment to economic refor;a. To a Iare extent, thp i IlIre to net
performance criteria '"I Decembe:r can be direct ly linked to an unexpected
deterioration in world price!; for groundnut prodicts and continued hig h

interest costs oin outstanding 
 debt, I-xenpi i,'ing the economy's vulnerability

to external shock,;. It should a1so 
 be recogn i 2ed that it is extremely
difficult, and in s;ome case:; It would be self-de;tructive, for a government to
remain inseu:isiti\'e to election politics and continue to introduce hilily

unpopular economic au';terity mcas;ures i mmediately prior to rnattonal

elections. Now that Pre.sident Abdou Diouf las been democratically elected
 
with the fmpr,;,,y majority of 84%, 
it i,; expected that hiI.; new government
will act quickly to increas, tihe pace of policy reform in conformity with
 
Senegal's previoti'; achi evenenits.
 

The donor conininity, partictilirly through increasd nonproject assistance,
has assis;tedt Sene Ilil it; pr -eet;,; ,of emia,;In rg policy reform and more
efficient ecollomic flanagemnent. (;I vn current ecoilomic condition,;, m ny donorshave expressed the view that the de,lopi n IrlI andt pae t econo ,ni(: retturn,; to 
nonproject a id ire c'on;Id( rably innre pr,)fniiug than for ma ny invv:!ment 
activitie,;. Thi, t i(lt nes; ; the (; budg,,tary ;Itiuat Io 1';exp.'cted toremain for s'vural year,;, wlih hIa'; ;(,rloou,; f'npllnrt ions; for the availability
of recurrent cost f I nac In,.' ihu!;, !;1nc( 198(0 the World i nk, Frince aind to alesser extent Cnl ida, (,rmniny a nI the I.S., hav be exte rlig,nor, 
sIgn1fflir( nt amoun .ts;of nonpr,,jc.-t i,';;lst ne,,. An 18 mill onI I.. 
contri bution for FY 1983 
(iinot only e';,ert a l o Sellegl ,;hr Li rice ofpayments ,,i,t ol but woJlil al!; o enhance the I.S. ability to participate moreeffect ively In ,irsuring Sengal 'i;s 
,conon ic future, through :;ulpport for ti 
restruti urig of the econruuny. 
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TABLE I 

SENEGAL: SELECTED MACROECONOMNC INDICATORS 
19751982) 

Real lDP Growth Rate in 

1975 

7.5 

1976 

9.1 

1977 

- 2.9 

1978 

- 3.9 

1979 

10.1 

1980 

- 1.5 

1981 

- 2.4 

1982 

9.8 
Domestic Savings as % of GDP 12.3 8.4 8.7 3.7 4.2 1.4 - 0.1 3.0 
Consumption as % of GDP 

of which: public consumption 

Investment as % of GDP 

87.7 

14.7 

17.8 

91.6 

15.6 

16.5 

91.3 

16.1 

17.5 

96.3 

18.4 

17.4 

95.8 

19.1 

18.6 

98.6 

21.2 

17.2 

100.1 

21.4 

20.6 

97.0 

19.7 

20.0 
Impcrts of Goods and Servicesas 1 of GP 41.9 44.3 52.0 44.0 49.0 41.6 47.2 45.9 
Exports of Goods and Servicesas t of GDP 36.4 36.3 43.2 30.3 34.5 25.8 26.4 28.0 
Beficit of Trade in Goods andServices as % of GDP 

Pcpulaticn in !filhions 

Real GDP/Capita Growth Rate in % 

5.5 

4.98 

4.7 

8.0 

5.11 

6.1 -

8.8 

5.25 

5.3 

13.7 

5.40 

- 6.6 

14.5 

5.55 

7.1 

15.8 

5.70 

- 4.1 

20.8 

5.86 

- 5.0 

17.9 

6.03 

6.6 
Source: GOS -epar:ment R taiic. uistry of e Economy and Finance 



TABLiE 2 
SENEGAL: PROJECTED GROSS LO''SIC PRODUCF 

(1982-1985) 

(In Billions of CFAF) 

BY TYPE OF ACTIVITY 

In (urrent Prices In Constant 1977 Prices 

Econcmic Activity 1982 1983 1 4 
 1985 1982 1983 1984 1985
 

A 183. 1i.4 >U.o 202.9 125.7 126.5 128.1 129.8 

A-,icuIture 104.6 109.1 108.8 104.2 66.6 66.6 66.6 66.6 
k 44.3 4 7. 1 51.0 S5.2 35.0 34.0 35.0 36.0 

21.4 24.2 26.2 28.3 15.0 16.3 16.9 17.6
ForestxV 12.9 14.0 14.6 15.2 9.1 9.6 9.6 9.6
 

B. SECQ-YJ)A.RY 202.1 235.6 269.5 299.7 109.5 114.1 119.0 122.8
 

i 16.0 20.0 20.8 21.8 9.1 9.5 9.5 9.6Qro,,,u.it Processing(l) 0.6 8.6 10.3 12.2 12.2 13.4 13.4 13.4
 -
E-z.. :V 14.6 15.0 23.4 27.5 10.6 11.6 12.8 13.4
Cons t ruc tion 44.0 52.1 59.3 66.8 23.9 25.8 26.8 28.2
Other Inlustries 126.9 139.9 155.7 171.4 53.7 54.3 56.5 58.2
 

C. TE IA.-,RY 308.7 362.4 412.3 468.9 217.9 224.8 233.1 237.3 

Transpo-t &
 
Co-.unications 57.2 76.3
67.1 86.8 40.4 41.6 43.1 43.9
 

Cx::7.-e rce 178.1 209.1 237.9 270.6 125.7 129.7 134.5 136.9 
Other Services 73.4 86.2 98.1 111.5 5!.8 53.5 55.5 56.5
 

D. PERSO.AL SERVICES (2) 129.6 139.7 150.9 162.9 89.2 91.0 92.4 93.8 

E. GDP 823.6 932.1 1033.3 1134.4 540.0 556.4 572.6 583.7
 

Source; GOS Department of Statistics, Ministry of Economy and the Finance 
,1) The low value added figures for groundnut processing in current prices are explained by the Eact 

that domestic producer prices are above world prices for groundnut products. 

(2) Includes public sector salaries
 

http:PERSO.AL
http:SECQ-YJ)A.RY


TAI3LE 2A
SENEGAL: PROJECTED GROSS DU.i-LSTlC PRODUCT BY TYPE OF ACTIVITY

(1982-1985)
 

(SUM-mary in millions of U.S. Dollars) 

In Current Prices In Constant Prices 

1982 1983 1984 1985 1982 
 1983 1984 
 1985
 
A. PRIMARY 544.0 540.0 527.9 533.9 373.2 351.4 337.1 341.6 
B. SECONDARY 
 600.0 654.4 709.2 
 788.7 325.1 316.9 
 313.2 323.2
 
C. TERTIARY 
 916.6 1,006.7 l,b85.o 1,233.9 647.0 
 624.4 613.4 
 624.5
 
D. PERSO.L SERVICES 384.8 388.0 397.1 428.7 
 264.8 252.8 243.2 
 246.8
 
E. 
CDP 2,445.4 2,589.1 2,719.2 2,985.2 1,610.1 
 1,545.5 1 506.9 1,536.1
 

IN4IDRAND UM ITEM:CFAF/, 
 336.8 360.0 
 380.0 380.0 
 336.8 360.0 
 380.0 380.0
 



TABLE 3
 
SENEGAL: EVOLUTION OF VALUE ADDED IN THE PRIMARY SECTOR 

(Billions of CFAF)
 

1971 1972 1973 1974 1975 1976 1977 1978 1979 1980
 
estimated
 

Cereals 8,9 12,3 9,1 14,1 28,2 23,5 23,0 18 36,9 25,1 
Groundnut 9,0 19,5 10,2 16,4 35,9 52,3 43,1 15,5 37,1 28,0 
Cotton, tobacco 2,5 3,1 3,0 3,4 4,1 5,3 6,0 5,9 6,4 6,0 
Tubers 0,4 0,6 0,7 1.i 1,9 1,5 1,5 1,8 1,6 1,5 
Fruits, vegetables 3,3 3,0 3,2 3,5 4,3 4,0 2,7 2,7 3,3 3,1 

ARICULTURE 24,1 38,6 26,2 38,5 74,4 86,5 77,0 43,0 85,3 63,7
 

Livestock 13,7 14,1 15,1 19,9 25,6 32,5 37,7 38,2 41,8 42,3 
Fishing 8,9 10,8 13,8 15,8 16,8 18 19,7 22,4 17 27,5 
Forestry 4,8 5,8 6,3 7,4 7,8 8,4 9,9 9,5 10,9 10,7 

PRMAtARY 51,5 69,2 61,4 81,6 124,6 145,8 143,7 113,1 155,0 142,2 

% Agric in primary 47 56 43 47 60 60 54 38 54 43
 
sector
 
GDP 216,1 240,7 243,1 299,4 359,2 402,8 419,9 403,7 468,2 450,7
 

%Agric in GDP 11 16 11 13 21 21 18 11 18 14,2 

%Primary in GDP 24 29 25 27 35 36 34 28 33 32 

CFAF/$ 261.2 256.3 235.4 222.2 224.3 248.5 235.3 209.0 201.0 225.8 

Sourcez GOS Sixth Development Plan, Ministry of Planning and Cooperation 



SENEGAL: PROPOSED INVLf-FORI SIX-TH DEVELOPMEINT J'IN 
I.9,I - 1985) 

(In millions of CFAF) (1)
POGR, 

SECTORS : 
TOTAL 
COST 

: 
: 81-82 

EXPEND IT I-SU 
82-83 3-N31 81-q5 

. DO. STIC 
FINANCING 

Amount % of Total 
. 

EXTERNAL 
FINANCING 

Amount % of Total 
A. PRIt0RY 
Agriculture 
Livestock 
Fishing 
Forestry 
hIater Management 

l0u.o52 
55,1u9 
10,977 
11,414 
10,665 
18,427 

28,398 
16,371 
2,262 
3,012 
2,540 
4,713 

30,198 
14,N8-4 
3,310 
3,S43 
3,330 
5,141 

25,794 
12,431 
2,7,5 
2,799 
2,666 
5,153 

21, 762 
11,49-3 
2,660 
2,060 
2,129 
3,420 

Cost
20,554 
12,67-2 
1,402 
2,000 
2,325 
2,155 

19.3 
23.0 
12.8 
17.5 
21.8 
11.7 

Cost
86,098 
42,49-6 
9,575 
9,414 
8,340 

16,273 

80.7 
77.0 
87.2 
82.5 
78.2 
88.3 

B. SEWO.AkRy 
Energ; 
Industry, Mining 
Handicrafts 

151,851 
25,04T 

123,562 
3,24-, 

45,387 
-­ ,0 
38,735 

642 

51,881 
6,207 

44,892 
782 

39,312 
6,406 

31,972 
934 

15,271 
6,421 
7,963 

887 

33,662 
9,206 

23,175 
1,281 

22.2 
36.8 
18.7 
39.5 

118,189 
15,838 

100,387 
1,964 

77.8 

81.3 
60.5 

C. Ii-lARY 
Conhnierce 
Tourism 
Transp. & Telecom. 

99,281 
2,000 

12,396 
84,885 

28,021 
519 

4,241 
23,261 

29,304 
397 

2,709 
26,193 

21,019 
560 

3,306 
17,153 

20,937 
524 

2,140 
18,273 

11,563 
700 

3,640 
7,223 

11.6 
35.0 
29.4 
8.5 

87,718 
1,300 
8,756 

77,662 

88.4 
65.0 
70.6 
91.5 

D. SOCIAL SECTORS 
Urbanisation 
Housing 
Health 
Education 
Research 
Other 

89,620 
15,673 
16,000 
7,715 

22,900 
i0,000 
17,332 

20,563 
3,211 
2,055 
1,270 
8,042 
3,099 
2,886 

24;935 
5,091 
3,115 
2,519 
7,276 
2,884 
4,050 

22,729 
4,441 
4,241 
2,327 
4,540 
2,300 
4,880 

21,393 
2,930 
6,539 
1,599 
3,042 
1,717 
5,516 

32,706 
3,091 
8,200 
3,126 
7,814 
1,394 
9,081 

36.5 
19.7 
51.2 
40.5 
34.1 
13.9 
52.4 

56,914 
12,582 
7,&00 
4,589 

15,086 
8,606 
8,251 

63.5 
80.3 
48.8 
59.5 
65.9 
86.1 
47.6 

E. TOL..L or AVERAGE 447,404 122,869 136,318 108,854 79,363 98,485 22.0 1 78.0 

Source: GOS Sixth Development Plan, Ministry of Planning and Cooperation
(1) CFAF/$ ex-hange rate is 312.1 for 1981/82, 361.9 for 1982/83 and 370.0 for 1983/84.
 



TABLE 4A
 
SLNEGAL: PROPOSED INVESI,,LENT FOR SIXTH DEVELOPME-4T PLAN
 

(198i-1985)
 
'Summary in Millions of U.S. Dollars)(l)
 

TOTAL COST 	 DOMESTIC FINANCING (2) EXTERNAL FINANCING
 
(1981-1985)
 

Amount 	 % of Total Amount % of Total 

A. PRIMARY 	 292.2 56.3 19.3 235.9 80.7 

B. SECONDARY 416.0 92.2 	 22.2 323.8 77.8 

C. TERTIARY 272.0 31.7 	 11.6 240.3 88.4 

D. SOCIAL SERVICES 245.5 89.6 	 36.5 155.9 63.5 

E. TOTAL OR A%ERAGE 1,225.7 269.8 	 22.0 955.9 78.0
 

Source: GOS Sixth Development Plan, Ministry of Planning and Cooperation.
 

(1) 	Average CFAF/$ exchange rate used for period from 1981-1985 is 365 CFAF=$1.00.
 
(2) 	Domestic financing from public sources is expected to be about 56% of the total and from private
 

sources aboout 44%.
 

http:CFAF=$1.00


TABLE 5SENG.G\L: REAL PRODUCER WRICLS7AND'ORLD CO.NODITY PRICES 
FOR SELEFEf ,Thn[ 1975-1981DI1uIEs 

Si9-5 = 1lO) 

1975 1976 
 1977 1978 1979 1980 
 1981 1982 1983 
G--- estimated projected 

100.0 100.0 
 90.4 109.4 139.9
crrt Adjusted (1) 100.0 99.4 83.3 89.3 
13.1 111.7 80.7 80.7

98.6 70.7 
 72.0 52.7
estic Producer Price 53.8100.0 100.0 100.0 100.0 100.0 
 109.6 120.5 120.5
e [<7:-stic Producer Price 120.5(2) 100.0 99.0 88.5 
 86.2 78.1 
 78.8 82.0 74.4 70.9
 

t rie 100.0 100.0 166.1 157.6 
 142.4 146.1 169.3 
 169.0 165.0
r ce Adjusted 100.0 99.4 153.0 128.7 
 100.4 91.3 109.2 110.4si--sIc Pr'cucer Price 110.0100.0 104.2 104.2 104.2 117.0 
 127.7 144.7 149.0
ci LOestjC Producer Price 149.0100.0 103.2 
 92.2 89.8 
 91.4 91.9 
 98.4 92.0 87.6
 

Ric
Rice1 r-icc 100.0 70.8 73.7 105.7 90.5 
 112.7 132.1 113.8
Aiust-d 112.2
uPrice 
 00.0 70.1 67.6 
 85.9 63.7 70.4 
 85.8 74.4 74.8
txIucer Price 
 100.0 100.0 100.0 100.0 100.C
Real 17c-> :ic P-:,Uucer Price 100.0 99.0 

100.0 1Z4.1 124.1 144.688.5 86.2 78.1 
 71.9 84.4 76.6 85.0
 

Fcc ;,orlj . producer prices IFS and GOS Ministry of the Economy and Finance
ccc.s> r price and export unit value indexes: International Financial Statistics
(1) 'nr:dtrices for cor:odities are deflated by the index of export unit values of industrial countries.
(,2 Producer prices deflated by the Consumer Price Index.
 



TAILE 6 
SFELGAL: BALANCE PAYMENTS:OF 1980-1984 

(In Millions of U.S. Dollars)
 

1980 19l11 1982 1983 (1) 1984 (I) 
estimated projected 

A. 	Tra e -a.: ce -474.8 -454.1 -360.2 -334.7 -351.4 
Excrt :cb 536.5 409.5 4,6.5 509.7 521.0 

-dn 	 pdts. (83.2) ( 3.2) (131.5) (148.3) (171.0) 
-1011.3 -863.6 -836.7 -844.4 -872.4 

B. 	N2, S:vices -120.5 -125.3 - 72.4 -155.3 -145.0 
of ":: interest on Debt C- 63.3) (- 61.0) C- 55.5) (-105.3) (-107.9) 

C. 	Transfers 178.0 145.1 126.8 135.8 136.6
 

D. 	Cu77,tn- Accunt Palance -417.3 -434.3 -305.8 -354.2 -359.8 

E. 	 C:: z'z. Lalance 297.4 273.8 186.5 194.7 195.8 
er (net) 208.0 207.7 147.3 141.9 137.9 
- . .-. ortization (-120.0) (-100.9) (-105.1) C- 95.3) C- 84.2) 

Private Sector (net) 	 89.4 66.1 39.2 52.8 57.9
 

C. 	 0;era. 7ala-.ce of Pay-ents (2) -119.9 -155.5 -119.3 -159.5 -164.0 

D. urent Azzctzit 	 Deficit 
(7:f 	 14.7 1 18.1% 12.5 % 13.7 % 13.2 % 

.it 	 as % of GDP 4.2 1 6.5 1 4.5 % 6.2 1 6.1 % 

,-xc -_____ _____ 225.8 	 336.8 380.0te _ 	 287.4 360.0 

c-,.... stry of Economy and IMF 

-, '+istrvof the Economy and Finance projections for 1984.
 

..... " the 	 Finance. projections 

CI) .:e~s -zre a:_-e that there will be another successful Paris Club 
in late 19.3. 

(2) 	 -. e .it:- e: etween overall baelnce of payments and the su-a, of the 
current nd capital account balance is made up of SIR al.ocatiors. 

http:7ala-.ce
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I.V'CRTS FROM: 

Cc;:;_RY-.RVTs 

U.S.A. 

IRAQ 

GEE 'Y 

ITALY 


iTORY COAST 


ND,NGDO 

ALGBRIA 


?:*", -SA-N 

N: A 

E L 

UNd7EV ARAB EMIR. 

-,N 

z3-A 

Z:-I:AE!NSD 

CXA.A 

2" CC .'TKIES 


Sc, tce: Fcreiz 

1978 

% f 

TOTAL 

3 .6-9- -,;.-. 

63. ! 7.8 

3S.0 4. E 

37.8 4.6 

33.0 4.0 

28.9 3.6 

28.5 3.5 

27.6 3.4 

22.8 2.8 

22.6 2.8 

18.9 2.3 

15.6 1.9 

15.2 1.9 

14.3 1.8 

12.5 l. 

11.3 1.4 

10.9 1.3 

6.8 0.8 

5.9 0.7 

5.1 O.6 

73S.4 90.b 

.5.0 100.0 

Trade Statistics 

TAI.L t H 

SENEGAL: PRINCI PAL. 'ItAI)ING PARTNERS 

( 1976-19, ) 
(In Millions of U.S. Dollars) 

1979 
.. . . . . . -of .. 

COUNTRY IP,,-:TS TOTAL 

FRANCE 376.8 38.3 

IRA:Q 63.6 6.5 

TLHAILAND 55.2 5.6 

U.S.A. 46.5 4.7 

ITALY 44.7 4.6 

GEIR.'ANY 4-.5 4.4 

N IGERIA 34.6 3.5 

I VOR.Y COAST 32.2 3.3 

UNITED KINGDOM 32.1 3.3 

AI '. E IA 28.8 2.9 

S AIN 23.7 2.4 

NETHERLAN DS 22.3 2.3 

LUXKE:,URG 20.0 2.0 

PA.K STAN 18.8 1.9 

C!IXA 18.0 1.8 

BRZ IL 16.9 1.7 

C' NADA 13.5 1.4 

.?PMN 12.6 1.3 

UNITED ARAB EMIR. 7.7 0.7 

SWITZERLAND 41.0 0.7 

918.5 93.3 

985.0 100.0 

of Senegal_(178-SC). Departnent of 

1980 
.. % of 

COUNTRY IMPORTS TOTAL 

FRANcE 331 .9 33.7 

NICIRIA 72.4 1.4 

THAII-AND 59.2 6.0 

IRAQ 57.6 5.9 

UNITED KINGDOM 52.9 5.4 

U.S.A. 42.6 4.3 

GERKANY 33.1 3.4 

AlGAEIRIA 31.6 3.2 

ITALY 30.6 3.1 

IVORY COAST 28.0 2.8 

NET11ERL%,NDS 26.1 2.7 

CHINA 18.2 1.8 

NOIRWAY 17.8 1.8 

LUXENBURG 15.0 ] 

SPAIN 14,0 1.4 

PAKISTAN 13.6 1.4 

SAUDI ARABIA 11.5 1.2 

JAPAN 11.0 1.1 

CANADA 7.2 0.7 

SWITZERLAND 5.8 0.6 

880.2 89.4 

984.3 100.0 

Statistics. Ministry of the Economy 



SENEGAL: PRIXCU! fA-TDIN, PARTNERS 

( 1K 7- ';;
EXPOR-Ts TO: 

i(On rjiS '.S. Dlolirs) 

1978 
-C- . -. ----

'979 1980-' "----198

,0sOT COUN.;TRY EXPORTS 
 TOTAL 
 COUNTRY 
 EXPORTS 
 TOTAL
 
'4.252.2F...CE 
 44.5 FRANCE 
 142.9 
 32.0
 

,3.7 
 6 UN;7ED KINGDOM 40.6 7.2 IVORY COAST 
 33.6 7.5

1- TED KINCD 26.2 5.7 
 ITALY 
 26.4 
 4.7 MAURITANIA 
 26.4 5.9
 

25.7 
 5.6 IVCR COAST 25.2 4.5 MALI 
 26.2 5.9
 
S.5 
 3.2 
 23.0 4.1
LI UNITED KINGDOM 25.2 5.7
ECE 
 11.5 2.5 
 M:,LA 
 22.6 
 4.0 GUINEA-BISSAU 
 14.6 3.3
N GERIA 
 10.0 2.2 
 GEF!- A"Y 
 12.0 
 2.1 GERMANY 
 11.2 2.5
GE 9.8 2.1 
 GREECE 9.5 1.7 
 GREECE 
 10.4
JAPAN 2.38.7 . 9 FOIUGAL 8.7 
 1.5 JAPAN 
 10.2 2.3
CA T,0O 8.0 1.8 IRlAND 8.5 
 1.5 ITALY 
 8.6 2.0
 

TAiV*; 
 6.0 1.3 JAPAN 8.3 
 1.5 PORTUGAL 
 7.0
ITALY 1.6
5.9 
 1.3 LUXEMBURG 6.6 
 1.2 NIGERIA 
 6.3 1.4
iNLAZ- 5.8 1.3 
 CHINA 6.4 
 1.1 GAIBIA 
 5.3 1.2 
,: Tz F,RL-%D 5.3 i.2 NIGERIA 5.7 
 1.0 NIGER 
 4.2 0.9
N7-71 -ZR1.W-DS 5.2 !.1 L::RLAN 4.9 0.9
DS 
 IRELAND 
 3.6 0.8


4.1 0.9 G - A 3.3 
 0.6 DENMARK 
 2.8 
 0.6
3.5 0.8 sPAl: 
 3.3 
 0.6 SPAIN 
 2.5 
 0.6
 
PC.RT 
 3.4 0.7 POLAND 3.3 0.5 
 LUXEMBURG
C:. 2.2 0.53.2 0.7 RLY}SaL.NIA 2.9 0.5 U.S.S.R. 
 .1 0.5
..... 
 3.2 0 .7 NIGER 
 2.7 0.4 
 GABON 
 0.3
- .:EE 351).7 Q3.5 

1.9 
476.3 
 84.1 
 347.2 
 77.8
 

566.4 100.0 
 446.3 100.0
 
: .. S-a:.s:ics of Senegal (1978-80). Departrment of Statisticq. Ministry of the Economya4LFin nce
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TABL 12 

T. !-llM,(ADE 
(1975 = 100 

(1975-1981) 

-)rt 

;-c:.-IUnt 

lt. 

Dices 

Prices 

1975 

100.0 

100.0 

1976 

88.38 

101.70 

1977 

96.15 

111.75 

1978 

112.91 

123.71 

1979 

121.10 

143.73 

1980 

138.49 

183.97 

1981 

187.08 

227.08 

1982 1983 
estimated projected 

176.15 185.87 

252.23 281.69 

S ge in Terms of Trade 

100.0 

-

86.90 

-13.1 

86.04 

-0.1 

91.27 

6.1 

84.26 

-7.7 

75.28 

-5.5 

82.38 

14.3 

69.84 

-15.2 

65.98 

-5.5 

..... -/I:L Tehr7s of Trade 100.0 100.0 112.7 108.1 107.9 103.2 101.5 

Sources: Mf- and 4orid Bank estimates for 1982 and 1983. 



TABLE 13 
SENEGAL: EVOLUFION OF EXTERNAL DEBT
 

(1971 and 1975-80)
 

19,1 1975 1976 1977 
 1978 1979 1980
 

External Debt Outstanding (1) 122 297 352 
 429 614 798 1094.5

In Millions of U.S. Dollars 

D'et Service Pavments as % 4.9 5.7 6.1 6.S 1 14.5 24.2 
C7 Exports of Goods and Services
 

Zxter-nal Debt Outstandin, as 14.0 16.4 19.0 21.0 25.9 
 27.6 38.4 (2)

% o CGDP (1) 

Source: i;orld Bank, External Debt Tables 

(1) Disbursed only ­ medium and long-term public and publicly guaranteed debt.
 

(2) The large increase in this ratio from 1979 to 1980 is due in part to the appreciation of the U.S. dlollar against

the CFA franc.
 

z, 
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SENEGkL: EXTERNAL PUBLIC DEBT 

(1980-1983) 
(In millions of U.S. Dollars) 

1980 1981 1982 1983 
projected (1) projected (2) 

Outstanding Disbursed (end of period) 1,360.9 1,412.8 1,514.3 1,614.9 
Medium and Long-term Debt 1,094.5 1,046.4 1,088.9 1,104.0 
Short-term Debt, Central Bank 266.4 366.4 425.4 510.9 

Interest Due 63.3 61.0 55.5 107.9 
Medium- and Long-term Debt 5.4 41.2 34.5 83.3 
Short-term, Cencral Bank (net) (3) 7.9 19.8 21.0 24.6 
of which, LMF (3.5) (7.7) (13.3) (9.5) 

Afortization 120.0 100.9 105.1 84.2 
Medium and Long-term Debt 111.5 92.2 89.3 73.0 
Repurchases from the IMF 8.5 8.7 15.8 11.2 

Debt Service as % of Exports 22.6 25.6 23.1 27.1 
of Goods and Services 

External Debt Outstanding as % of GDP 47.7 58.9 61.8 62.3 

Sources: GOS Ministry of the Economy and Finance; BCEAO; External Debt System 

of the World Bank; IMF estimates and projections. 

(1) Including effects of 1981 and 1982 debt rescheduling. 

(2) Assuming a successful official debt rescheduling (Paris Club) at end of 1983. 

(3) Charges on use of IMF resources, interest on borrowing from the Operations Account. 



TABLE 15 
SENEGAL; P.JNEIARY SURVEY 

(1975-1981) 
(as a percent of GDP) 

197S 1976 1977 1978 1979 1980 1981 1982 

Net Foreign Assets(l) 

Net Domestic Credit 

- Net Credit to the Government 

- Credit to the Private Sector 

Other Items (net) 

Domestic Liquidity (2) 

-4.1 

26.8 

(0.5) 

(26.3) 

-1.4 

21.2 

-3.8 

, 29.8 

(3.0) 

(26.8) 

-1.3 

24.7 

-4.2 

33.6 

(3.4) 

(30.2) 

-2.4 

27.1 

-8.7 

43.1 

(3.2) 

(39.9) 

-2.3 

32.1 

-13.6 

43.1 

(3.2) 

(39.9) 

-1.8 

27.7 

-16.3 

45.7 

(4.5) 

(41.2) 

-1.8 

27.6 

-17.6 

55.0 

(7.5) 

(47.6) 

-5.9 

31.4 

-19.3 

55.4 

(11.7) 

(43.7) 

-4.2 

31.8 

Source: International Financial Statistics, IMF 
(1) This includes foreign long-term liabilities but excludes allocation of SDRs.(2) Money and quasi -money. 



TABLE 16
 
SENEGAL: GOVERINN NT FINANCIAL OPERATIONS
 

(Millions of U.S. Dollars)
 

1980/81 (1) 1981/82 (1) 1982/83 (11 1983/84 (I)
 
estimated (2) projected (2)
 

A. Current Operations 
1. Govc'ranent Revenaes and 

Grants for Curre-it Expenditures 489.1 497.3 506.3 	 506.8
 
2. Current Expenditures 

of which: 	 -544.0 -527.8 -523.0 
 -570.0
 
- wages and salaries (-305.1) (-269.5) (-261.2) (-279.5 
- interest on public debt (- 42.9) (- 54.5) (- 75.2) (- 98.6) 
- supplies, transfers and other (-196.0) (-203.8) (-186.6) (-191.9) 

3. Other Current Rublic Expenditure

Inet) of 	which: - 70 5 - 50.3 93.6 - 69.7 
- Special accounts other than CAA (- 21.4) C 12.5) (- 24.7) C- 15.7) 
- CPSP (- 90.4) C- 35.9) C- 68.9) (- 54.0)

4. Balance of Current Operations -125.4 - 80.8 -110.3 	 -132.9 
B. Capital Oerations
 

1. Capital Grants 	 29.2 18.6 31.6 27.0 
2. Caipital Expenditure of which: -215.5 - 86.2 -110.8 	 -108.1 

- u-d-et (- 83.0) (- 7.4) (- 20.1) (- 27.0) 
- extra-hudgetarx (-132.5) C- 78,8) (- 90.7) (- 81.1) 

3. Total Capital Expenditure (net) -186.3 - 67.6 - 79.2 	 - 81.1 
C. Overall Deficit on Commitments Basis -311.7 -148.4 -189.4 	 -214.0
 

D. Uhanges in Pa1,nents Arrears (reduction C-)) 64.3 - 62.8 - 36.2 	 - 27.0 

E. Overall Deficit on Disbursements Basis -247.4 -211.2 -225.6 	 -241.0
 

F. Current Operations Deficit as % GDP 4.8 % 3.3 % 4.8 % 	 5.0 % 

G. Overall Deficit (disbs. basis) as % GDP 9.5 % 8.7 % 9.8 % 	 9.2 % 

IT*vC,lrk.:: Exchange (CFAFi$) 256.6 312.1 348.4 	 370.0 ' 	 Rate 

5ource: 	 Sen-galese Ministry of the Economy and Finance, IMF estimates for 1982/83 and Ministry of the Economy and Finance 
projections for 1983/84. 

(1) This period relates to the Senegalese Fiscal Year which is from July 1st to June 30th. 
(2) The 	figures assume that there will be another successful Paris Club debt rescheduling in late 1983.
 



SENEGAL: 
TABLE 17 

PERFORMANCE UNDER THE 1981/82 IMF STANDBY AGREEI2ET 
(In billions of CFAF; end of period) 

Total Domestic Credit of the 
Banking System 

SEPT. 
Ceiling 

348.5 

'81 
Actual 

335.3 

DEC. 
Ceiling 

381.6 

'81 
Actual 

379.7 

MARCH '82 
Ceiling Actual 

406.6 403.1 

JUNE 
Ceiling 

415.3 

'82 
Actual 

410.2 

Net Bank Credit to the 

Government 
47.5 38.7 61.1 51.8 68.8 54.7 86.7 81.1 

Govt. Payments Arrears: Minimum 
Reduction from June 30, 1981 

- - - - 4.0 7.9 12.0 16.4 

Treasury Net Financing of 

Correspondents; Minimum Amount 
Available from June 30, 1981 

- - 18.5 18.7 

New External Loans Contracted or 
Guaranteed by the Government; 

1-12 yrs maturity 
1-5 yrs maturity 

6.5 
1.0 

0 
0 

6.5 
1.0 

4.1 
0 

8.9 
1.6 

6.8 
0.4 

9.5 
1.7 

7.6 
0.4 

Memorandum 
FAF/$j 

Item: 
-78.4 278.4 287.4 287.4 312.1 312.1 341.5 341.5 

Source: IF 



TABLE 18
 
SENEGAL: U.S. OVERSEAS LOANS AND GIANTS' OBLIGATIONS AND AUTHORIZATIONS
 

(U.S. Fiscal Years - $ Millions of Dollars) 
Conmi tments 

PROGPANIX 1979 1980 1981 1982 1983 TOTAL
 
(Commitments) (Requested)
 

Devel cn-ent Assistance
 

1. Sahel Develop.ent Program 122140 10,000 147800 16,500 187000 71,440
 
2. Regicixal Progran 

- River Basin Development (1) 
0MVS 998 2,650 1,314 - 4,900 9,862 
CG- - - 5,512 800 6,312 

- Food Crop Protection 
(Senegal only) 459 588 481 798 425 2,751 

- Other Regional 521 352 1,582 803 1,525 4,783 

Sub Total Regional 1,978 3,590 3,377 7V113 7,650
 

Ecnnomic Support Fund - - 5,000 5,000 

Total DA and ESF 14,118 13,590 18,177 23,613 30,650
 

PL 4s0 
Tizle II (2) 5,487 6,565 9,146 3,670 4,286 29,154 
Title i1 - 7,000 7,000 7,000 8,000 29,000 

Sub Total PL 480 S,487 13,565 16,146 10,670 12,286
 

Grand Total DA, ESF, PL 180 19,605 27,155 34,323 34,283 42,936 158,302
 

(1) Totals represent entire RBDO program.
 

(2) Excludes ocean transpc:tation and World Food Proi:am but includes emergency food and transport of medicines. 



DO.OR QZOUP 

CECD Donors: 

Belgiim 
Canada 
EEC 

France 

Genr-any 

Japan 

U.S. 

Other 


Arab Donors: 
Iraq 

Islamic Dev. Bank 

Kuwait 
OPEC Fund 

Saudi Arabia 


,Iiltilaterai Donors:
African Dev. Bank 
UN Agencies 
World Barnk 

•N TOTAL 

TABLE 19SINEGAL: AID CO.\II .NTS (OFFICIAL DEVELOPMENT ASSISTANCE)
( rillionsof U.S. Dollars) 

(Calendar Year 1981)
 

PROJECT AID .AM NON-PROJECT AID 
 TOTAL TOTAL BY
TECNICAL ASSISTANCE 
INDIVIDUAL DONORS DONOR (OUPS 

Amount Amount
 
5.5 100 
 0 0 5.514.4 85 
 2.5 15 
 16.923.6 45 
 29.4 
 55 
 53.0
135.6 
 90 
 15.8 
 10 
 151.4
26.0 
 90 
 3.0 10 
 29.0
2.3 58 
 1.7 42 
 4.0
17.0 48 
 18.6 52 
 35.6
4.9 82 
 1.1 18 
 6.0
 

301.4
 

0 u 
 2.6 100 
 2.6
2.7 100 
 0 
 0 
 2.7
69.3 100 
 0 0 69.314.0 100 
 0 0 14.013.9 22 
 50.0 
 78 
 63.9
 

152.5 

12.9 100 
 0 0 12.910.3 100 
 0 0 10.317.1 36 30.0 64 
 47.1 

70.3369.5 154.7 
524.2 

Sources: OECD and Senegalese Ministry of the Economy and Finance. 



TABLE 20
 
SENECAL: AID CQ1I?-EV1S (OTHFR OFFICIAL FLOWS) 

(Millions of U.S. Dollars)
 
(Calendar Year 1981)
 

DONOR !%CA-rd PPOJECT AID PAM) NON-PROJECr AID TOTAL TOTAL BY 
TECINICAL ASSISTANCE INDIVIDUAL DONORS DONOR GROUPS 

OEOL Donors: Amount % Amount %
 
Carada 0 0 0.7 100 0.7
 
EEC 12.9 100 0 0 12.9
 
France 18.9 51 18.2 49 37.1
 

50.7 

Arab Djnors: 
FEAx 10.0 
 100 0 0 10.0 

10.0.
 

iil.aterai Donors:
 
.African Dev. Bank 17.4 100 0 0 17.4
 
West African Dev.
 

4.7 100 0 0 4.7
 
"':ridBa&K 25.8 49 26.8 51 52.6
 

74.7 

Other Donors: 
Argentina 0 0 15.0 100 15.0 

15.0 

GLND TOTAL 89.7 - 60.7 ­ 150.4 

Sources: Senegalese Ministry of the Economy and Finance. 



TABLE 21
 
SENEGAL: MAJOR AID DONORS(1)
 

(Caleiar Year 1981-


AMOUNT 
IN MILLIONS 

DONOR OF U.S. DOLLARS 

France 


World Bank 


Kuwait 


EEC 


Saudi Arabia 


United States 


African Dev. Bank 


Germany 


188.5 


99.7 


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 
 38% 
Industrial Development 15% 
Infrastructure 12%
 

Structural Adjustment 
 57%
 
Industrial Development 28%
 
Forestry 
 9%
 

OMVS 
 100%
 

Stabex 
 31%
 
Industrial Devel6pment 
 23%
 
Infrastructure 
 20%
 

Balance of Payments
 
Support 
 78%
 

Infrastructure 
 22%
 

Food Aid 
 52%
 
Agriculture 
 43%
 

Industrial Development 57%
 
Infrastructure 
 43%
 

Technical Assistance 
 26%
 
Infrastruc ture 
 22%
 
Agriculture 22%
 
Industrial D)evelopment 17% 

Source: OECD and Senegalese Ministry of the Economy and Finance.
(1) Official Development Assistance and Other Official Flows. 



TABILE 22
 
SENEGAL: ;ILELD CLN'I,:\I BANK FINANCING
 

(Millions of U.S. Dotlars)
 
(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 (est African Central Bank) and IN11.
 



TABLE 23 

DEFINITIONS FOR TABLES ON All) CONNITNETS 

Official Developrent Assistance is grants or loans: 

- urdertakn by the official sector; 

with promnotion of economic developlent and welfare as main objectives; 

- at concessional financial terns (if a loan, it must have a grant 
elbaent of at least 25) 

Other Ofl' i ci aI Flow,; are off i t i a I t ra,;ac t.ions ;at cl ose to cons1ercial t,:nns
eT., A-
a-r,,iniL elemeint of be low 2S'). ExAmiples are export credits,

bilater,1 porttoI( io, ard di rect illvv,,t :wlt. 

Grant Elieiirii etl ct,; the fininci al te nns of a transactioii" interest rates,mattnity, w1 :.I'Ice period. It is a Imeasrll( of the colcessionll. ity (i.e.so '11'eI,) of I loall. "h" ext elit of the beIif depelnds on the difference
betwie.rn a,ti,. ,tl:,. ilittD-iI rate ailu the market rate and the length of time 
the. flin-; a1' ,vlilablu t() the borrowel' . 

Non- ,)jct ,Aid i,; coupr ip, of hal Iallce of ent,/bu getary ,pupay))ort,
coln!.J 1I f -, i trograr-,u, plovram Ioains ai t glrants and food aid. ;c lI udedfroc ii dri io i ,,stance t) defineddel ili. . tospecifically projects or 
technical Loope riLtioll activities. 

http:betwie.rn


ANNtEX M 

SUMMARY DESCRIPTION OF 

MAJOR C0S RURAL DEVELOPMENT AGENCIES 

This annex irovides a brief introduction to the major Senegalese rural
 
development 'qi icies used throughout the text.
 

SODEVA
 
(Peanut Basin)
 

The Agriculture Development and Extension Agency, SODEVA, was established
 
in 1968 by Government as a "mixed enterprise" to take over and expand the
 
agricultural extension and development work of SATEC, a French technical
 
assistance agency, in the Groundnut Basin of Senegal covering the regions of
 
Sine Saloum, Thies, Diourbel, and Louga,
 

SODEVA covers the broad peanut basin in the center of the country. Its
 
main functions are to a) improve agriculture production at the smallholder
 
levol, b) extend technical practices aimed at increasing peanut yields and
 
promoting corn, millet and sorghum cultivation in the peanut basin and c)

integrate livestock and agriculture development.
 

SODEVA has received funds for specific projects from a number of donors,
 
including USAID's Senegal Cereals Production I and II projects (685-0235) and
 
FIDA. The World Bank i holding up its Sine-Salom Agriculture Development
 
project with SODEVA pending resolution of outstanding agriculture policy
 
issues including credit, coops and seeds. A program contract has bean
 
negotiated and concluded between the COS and SODEVA, but not yet agreed upon

by the World Bank. Until negotiations are finalized further World Bank
 
funding is unlikely.
 

SODEFITEX
 
(Eastern Senegal)
 

SODEFITEX was established in 1974 to take over the activities of the
 
Compagnie Francaise pour le ddvoloppomont dos Fibrc Textiles (CPDT).

SODEFITEX is a "mixed" company with a capital of CFAP 750 million, and owned
 
80 percent by Covrnmont, 6 percent by the CPSP, and 14 percent by CFDT.
 

SODEPITEX I. responsible primarily for direct marketing and ginning of 
cotton, supplying production inputs, providing extension services to farmers 
for all crops in the major cotton-producing areas (inaluding the development 
of irrigated rice production) and enreals marketing. Tts program contract, 
signed in September 1981, eliminated a number of its former functions. Its 
basic operations are sound, based oil a continuing implementation of its 
program contract. 

Tio agency is run mainly inEastern Senegal, Upper Casamanca, and to some 
ixtont the Sinu Saloum Region. SODEFITEX, has its headquarters in Dakar and 
employs a permanent staff of about 450, most of them In the ?1iur rgioanl 
offices (two in Eastern Senegal and two in Casnmance), The Technical 
Department is located in Eastern Senegal, and the Training Department in
 
Sine-Saloum,
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(Senegal River Basin)
 

SAED was set up as 
a public enterprise in 1965 to develop agricultural

production, mainly through promotion of irrigation in the Senegal River 
Valley, and to provide extension services, water control, land culttvation,

credit and marketing services to farmers in the region. SAED has ri capital of 
CFAF 2,365 million, and is entirely owned by the State. Its activities have
 
been financed through the budget and by external donors. 

A program contract was concluded between SAED and the GOS in September
1981 which has limited its mandate somewhat. Execution to date has resulted 
in significant operational improvements according to a first-year evaluation 
report, but ducentralization in management and reduction in staff levels 
called for in the contract are still to be carried out. 
 Continued adherence
 
to the goals of the program contract will determine the overall success of the 
reform of this agency. 

SOIVAC
 
(Ca'samanco)
 

SOHIVAC was created in July 1976 as a public enterprise. It was
 
established to promote rural development in the Casamance by a) undertaking

investment programs to improve cereal, cash crop and vegetable production, as
vei1 as integrate livestock and crop production, b) maintaining COS-financed
 
irrigation perimeters, c) coordinating all rural development projects in the

region, d) processing and marketing agricultural products and e) providing
extension services and training to 
farmers and cooperatives. The World Bank,

French and Chinese have terminated their assistance projects in the Casamance,

leaving the USAID Integrated Rural Development project (685-0205). While

talks leading to a program contract have been initiated, further negotiations
 
are required to reach final agreement. As a newer and smaller Agency than 
either SODEVA or SAED, SOMIVAC appears to have less need for reforg and some
 
improvements may come about on an incremental basin,. 
 lowuver the continued
 
lack of a program contract represents a delay in policy reform. 

ONCAD
 
(No longer operational)
 

The Office Na'tional do Coop6ration at d'Assistance au Dfvoloppement
(ONCAD) was a public enterprise established in 1966 to take over assistance to
and supervision of cooperatives from regional farmer. I organizations. In 
1967/68, ONCAD was given the responsibility for procuring farm inputs for 
cooperatives, and purchasing groundnuts from them for sale to OCAS (Office do
Commorcialisation Agricola du Sdndgal); OCAS in turn was 
responsible for
 
ecaqorts or sale of groundnuts to the crushing mills, and also for rice imports
and marketing. In 1971, Government dissolved OCAS, and ONCAD took over its
 
activities.
 

With time, ONCAD's responsibilities were expanded to include the marketing
of all agricultural products except cotton, and the handling, storage and
distribution of groundnut seeds to farmers. In August 1980, however, owing to 
increasing criticism of ONCAD's performances the Government decided to
dissolve the agency. Marketing of groundnut. is now organized by the crushing
mill companies. Rice imports and marketing are being carried out by the
Stabilization Fund, and millet marketing by licensed private wholesalers,
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SONAR 

In August 1980, the GOS decided to establish SONAR, a national comany for
 
supply of inputs (such as seed and fertilizer) to the rural sector. SONAR is
 
intended to be a transitional agency temporarily created following the
 
dissolution of ONCAD. SONAR has not been very active to date. However, the
 

Government recently charged SONAR with the distribution of seeds, mainly in
 
the peanut basin. Steps ware taken in 1982 to have the distribution of
 
fertilizer handled under a contract with a private sector firm, SSEPC (Senegal
 

Fertilizer and Chemical Products Company). It is the Government's intention
 
to dissolve SONAR as soon as an alternate system for seed storage and
 
distribution has been established.
 

SODESP
 

SODESP was established in June, 1975 as a public enterprise. It$ mandate
 
is to promote livestock production, assume thd rational exploitation of
 
pasture resources, and assist herding populations of the sylvo-pastoral area
 
of northern Senegal.
 

It was specifically created to manage a livestock project financed by the
 

European Development Fund. Its activities subsequently were expanded into a
 

second zone of the pastoral area by the USAID project SODESP Livestock
 
Development.
 

SODESP interventions are based on an integrated plan of stratification of
 

livestock production functions in different ecological zones. 

It is one of the younger RDA's, and in terms of staff remanins the 
smallest, 4nd the only one specialized in livestock production. 
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STATUTORY CHECKLIST
 



ANNEX N 

STATUTORY CHECKLIST 

- COUNTRY CHECKLIST 

A. GENERAL CRITERIA FOR COUNTRY 

1. FAA Sec. 481. Has it been 
determined that the government 
of the recipient country 
has failed to take adequate steps 
to prevent narcotics drugs and other 
controlled substances (as defined 
by the Comprehensive Drug Abuse 
Prevention and Control Act of 1970) 
produced or processed, in whole cr 

in part, in such country, oL 
transported through such country, 
from being sold illegally within 
the jurisdiction of such country 
to U.S. Government personnel or 
their dependents, or from entering 
the U.S. unlawfully? 

No. 

2. FAA Sec. 620(b). If assistance 

is to a governement, has the 

Secretary of State determined that it 
is not controlled by the international 
Communist movement? 

Yes 

3. FAA Sec. 620(c). If assistance 

is to a governement, is the government 
liable as debtor or unconditional 

guarantor on any debt to a U.S. 
citizen for goods or services furnished 
or ordered where (a) such citizen 
has exhausted available legal remedies 
and (b) debt is not denied or contested 
by such government? 

No. 

4. FAA Sec.'620(e)(1). If assist-

ance is to a government, has it 
(including government agencies 
or subdivisions) taken any action 
which has the effect of nationalizing, 
expropriating, or otherwise seizing 

ownership or control of property of 

U.S. citizens or entities beneficially 
owned by them without taking steps to 
obligations toward such citizens or 
entities? 

No. 
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A. 5. FAA Sec. 620(f); App. Sec. 108. 
Is recipient country a Communist 
country? Will assistance be provided
to the Democratic Republic of Vietnam 
(North Vietnam), South Vietnam, 
Cambodia, or Laos? 

No. No. 

6. FAA Sec. 620(i). Is recipient 
country in any way involved in (a)
subversion of, or military aggression 
against, the United States or any
Country receiving U.S. assistance, 
or (b) the planning of such sub­
version or agression? 

No. 

7. FAA Sec. 620(j). Has the country 
permitted, or failed to take adequate 
measures to prevent, the damage or 
destruction, by mob action, of U.S. 

No. 

propptty? 

8. FAA Sec. 620(1). If the country 
has failed to institute the investment 
guararnty program for the specific 
risks of expropriation, inconvertibiliy 
or confiscation, has the AID Adminis­
trator within the past year considered 
denying assistance to such government 
for this reason? 

No. 

9. FAA Sec. 6 2 0(o); Fishe-men's Pro-
tective Act Sec. 5. if country -his 
seized, or imposed any penalty or 
sanction against, any U.S. fishing 
activities in international waters. 

Senegal 

action. 

has taken no such 

a. has any deduction required 
by Fishermen's Protective Act 
been made? 

b. has complete denial of assist­
ance been considered by AID 
Administrator? 

10. FAA Sec. 6 29(q); App. Sec. 504. 
(a) Is the recipient country in 
default on interest or principal of 
any AID loan to that country? (b) Is 
country more than one year in default 
on interest or principal on U.S. loan
made pursuant to program for which funds 
appropriated under Approp. Act. unless 
debt was earlier disputed, or appropriate 
steps taken to cure default? 

a. No. No. 
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A. 	11. FAA Sec. 620(s). What per- 8 percent of the COS budget 

centage of country budget is for for 1982-83 is for military 
military expenditures? How much expenditures. Most new 
of foreign exchange resources spent military equipment has been 

on miLitary equipment? How much a gift from other donors. No 
spent for the purchase of sophis- sophisticated weapons systems 
ticated weapons systems? (Con- have been purchased. 
sideration of these points is to be 
coordinated with the Bureau for 
Program anr' Policy Coordination, 
Regional Coordinators and Military 
Assistance Staff (PPC/RC).) 

12. FAA Sec. 620(t). ILis the No.
 
country severed diplomatic relations
 
with the United States? if so, have
 
they been resumed and have new
 
bilateral assistance agreements been
 
negotiated and entered into since
 
such resumption?
 

13. FAA Sec. 620(u). What is the Current.
 
payment status of the country's U.N.
 
obligat[oos? J f the country is in
 
arrears, were such arrearages taken
 
into account by the AID Administr.,cor
 
in determining LhO current AID
 
Operatlonal Year Budget?
 

14. FAA Sec. 620A. Has the country No. 
granted sanctuary from prosecution
 

to any individual or groun which has
 
committed an act of interna lonal
 
terrorism?
 

15. FAA Sec. 059. If (a) military There are no U.S. military
 
base is located .n recipient country, facilities in Senegal.
 
and was constructed or is being main­
tained or opehated with funds
 
furnished by the United States, and
 

(b) U.S. personnel carry out military
 
operations from such base, has the
 
President determined that the govern­
ment of recipient country has
 
authorized regular access to U.S.
 
correspondents to such base?
 

16. FAA Sec. 666. Does the country No.
 

object, on basis of race, religion,
 
national origin any employee of the U.S. 
there to carry out economic development
 
program under FAA? 
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A. 	 17. FAA Sec. 669. Has the country No.
 
delivered or received nuclear re­
processing or enrichment equipment,
 
materials or technology, without
 
specified arrangements on safeguards,,
 
etc. 	? 

18. FAA Sec. 670. Has the country No. 
delivered or received nuclear re- No.
 
processing, equipment, material 
or
 
technology? Is the country not a"nuclear-weapon state' as defined in
 
Article IX(3) of the Nuclear Non-

Proliferation Treaty and on which
 
detonates a nuclear explosive device?
 

19. FAA Sec. 901. Has the country No.
 
denied its citizens the right or
 
opportunity to emigrate?
 

B. 	 FUNDING CRITERIA FOR COUNTRY 

1. FAA Sec. 502B. Htas the Depart- No. 
ment of State made findings which
 
indicate that the country has engaged
 
in a consistent pattern of gross 
violations of internationally recognized
 
human rights? If so, is program in accor­
dance with policy of this Section?
 

2. FAA Sec. 531. Is the Assistance Yes. 
to be furnished to a friendly country, 
organization, or body eligible to
 
receive assistance?
 

3. FAA Sec. 609. If commodities 
 Yes.
 
are 	 to be granted so that sale pro­
ceeds will accrue to the recipient
 
country, have Special Account (counter­
part) arrangements been made?
 

4. FY79 App. Act Sec. 113. Will No. 
assistance be provided for the purpose 
of aiding directly the efforts of the
 
government of such country to repress
 
the 	 legitimate rights of the population 
of such country contrary to the Universal
 
Declaration of IPuman Rights?
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II- NONPROJECT ASSISTANCE CHECKLIST 

A. GENERAL CRITERIA FOR NONPROJECT ASSISTANCE 

1. App. Unnumbered; FAA Sec. 653(b) 

(a) Describe how committees on Appro-
priations of Senate and House have 
been or will be notified concerning 
the nonproject assistance; 

Proposed CIP/Grant was 
included in the 
FY 1982 Congressional 
Presentation Normal 
Congressional Notification 
procedures will be followed. 

(b) is assistance within (Oper-
ational Year Budget) country or 
international organization allocation 
reported to the Congress (or not more 
than J. million over that figure plus 
10%)? 

Yes. 

2. FAA Sec. 611(a)(2). If further 
legislative action is required with-
in recipient rountry, what is basis 
for reasonab' - expectation that such 
action will ue completed in time to 
permit orderly accomplishment of purpose 
of the assistance? 

No further legislation is 
required. 

3. FAA Sec. 209, 619. Is assistance 
more efficiently and effectively 
given thrtugh regional or multi-
lateral orginizations? If so why 
is assistar'ce not so given? Informa-
tion and conclusion whethcr assistance 
will encourage regional develop-

No. Program will not 
encourage regional 
development programs. 
Senegal is not a newly 
independent country. 

ment programs. If assistance is for 
newly independent country, is It 
furnished through multilateral 
organizations or in accordance with 
multilateral plans to the maximum 
extent appropriate? 
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A. 4. FAA Sec. 601 (a);(and Sec. 201(f) This is 
a grant. Program will
for development loans). Information increase the flow of inter­and conclusions whether assistance national trade by providing thewill encourdae efforts Of the conntry necessary foreign exchange for
to: (a) Increase the offlow interna- importation of goods. Thistional trade; (h) foster private program assistance is earmarkedinitiative and competition; (c) for the Senegslese private sectorencourage development and use of and will tend to foster privatecooperatives, credit unionq, and initiative and competition throughsavings and loan associations; (d) the proposed sub-projects. Develop­discourage monopolistic pra rices; ment and use of agricultural co­(e) improve technical efficienc'y of operatives will be encouraged asindustry, agriculture, and commerce; well as the techniL efficiency ofand (f) strenp'then free labor commerce and agricilture.

unions.
 

5. FAA Sec. 601(b). Informatioi and The commodities financed by theconclus on howon WMss.Lanc 'y wili program will contribute to aencourage U.S. private trade aul revitaliz.tiun of the Senegalese
investment abroad and encourage econony. This, plus the require­private V.S. participatiu: in foreign mnent that U.S. manufactured
assistance programs (inclui useing commodities be procured with grantof private ttade chaqneis aud the proceeds and the resultingservices of U.S. private eot,:rprise). Increased U.S.familiarity with 

products should lead to further 
trade with the U.S. 

6. FAA Sec. 612(h); So . 036h). Program provides foreign exchangeDescribe steps taker to assure that, assistance for commodity imports.to the utiximum extent possible, the The local currency generated In tocountry is contributtn, loci' be progrimmed into sub--projects.
currencies to meot tire cot (,,f
contracLual and other services, and
 
foreign currn:cies owned by the
 
United States 
Are titilizad to meec
 
the cost of contractualn and ,thcrc
 
services.
 

7. FAA Sec.' 612(d). Does the At present Senegal is not aUnited States excessown foreign country In which the U.S. owns 
currency ar ', if so, what arrange- excess foreign currency.
ments have L 'en made for Its 
release?
 

IV 
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B. FUNDING CRITERIA FOR NONPROJECT ASSISTANCE
 

I. FAA Se,. 531. How will this 
assistance support promote economic 
or political stabiity? 1s the 
country among; Lhe Q. countriesu in 
whi:h Supporting ASsisLance mnly he 
providd in this fi scal year? 

The program will provide 
commodit ies necessary to the 
incrceased production of food 
and a g ricultura1 exports and 
thus contribute to the revitallz­
ation of the Senegalese economy, 
a key I":c tor in future economic 
and p1] itic;al stabilit'. Senegal 
is one of tUP countries eligible 
for iso i :tance from Economi c 
Support Funds. 
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III - STANDARD ITEM CHECKLIST 

A. PROGUREMENT 

1. 	 FAA Sec. 602. Are there
 
arrangemencs to permit 
 U.S. Yes, AID Regulation 1 

simall business to participate procedures will apply. 
equitably n the furnishing 
of god; "Ad surv..es financed? 

2. FAA Sec. .)4(, . Will all Yes.
 
cuiLa i Lv C .eL fcinanced be
 
Iron M.te [Lta States except as
 
otherwis determined by the

Pre:sident or under delegation 
from him 

3. FAA Sec. 6O4(b). Will all Yes, AID Regulation 1 
CotMMnrJkui ic,, in bilk 1o purchalned at procedures will apply.
prices U"' I igher than the ma rket
 
price prevailing in the United

States .it t ime &)!p'urchase'.'
 

FAA ;e". ,,(c(.) '.i' i i I llIyes.
 
a,;ricii t rl conr.,di i a'v'w i.iiible
 
fo;r disp"t juli",)tr tLL Agricu l­
tural Trid, lhv. lpnent & Assist-­
a i, ic wL (, 1 05 , 'iM ended , be
 
pro. urvd I i GniLed Stt e!;
 
un , ;.L v ir, t N, , d in
iahl 

th Liioi,,d
'L I . ,, ill ,t1 IC lfi lL
 
,qUOPLIt 0t"utp.,Lu l y~} "m:ur'lge:cy
 
rejtlirumi:T t5; M r'rc. li ,_nLts;'. 

. FAA S B'(AI) . H LO Yes.
 
cooperaing country' dincrimilliates
 

t, i r,;t ". . iI iVn l'irance
 
coIi .M 1 5 , 
 1 , em n require 

na |ur t(t Mn rine hie placed in 

t it n lV1 

A. 6t. JAA" " . . ( 4
( " If , li;hore There will he no offshore 

procri ,rit ,, tgri- lItur-Al w i, dlt y procirement of agricultural,or produ,ct 1; to , d,Q in- I; ti re commodities.
 
provl,,;i,,n apn. nnt WO;inc p'ru 8 when
iptltPnt 

the d 
 m,,ric,pt ric, of such ctm,)tity Isless tthn patrity'! 
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7. FAA Sec. 604(f). Are there 
arrangements whereby a supplier Yes, using AID Regulation J 
will not receive payment under the procedures. 
commodity import program unless 

he/.he has certif ied to such 
information as the Agency by 

regulation has prescribed? 

8. FAA Sec. 608(a). Will U.S. No, not under the terms of
 
GovernmUnt excess personal property private sector CIP.
 
be utilized wherever practicable In
 
lieu of the procurmen of new items?
 

9. FAA Sec. 603. (a) Is the No, provided that U.S, flag
 
shipping excluded from compliance vessels are available and
 
with requiemunt in section 901 (b) sufficient to carry cargo at
 
cf the Merchant tKirilnc Act of 1936, the time when shipping services
 
as amended, that at lease 30 ar- requiLred.
 

per centc:f of t h, gross tonnage of
 
commodities (computed separately for 
dry bulk carriers, dry cargo liners, 
and ta:,,kers) financ'2ed shall be 

transported on privaLely owned U.S.­
flag commercital vesse 1, to the uxtent
 
that such vrs,.els a re availabl, at
 
fair and reasluiota, rtItOs.
 

10. I'AA Suc. 621 . if technical Yes. Facilities of other 
assistance i finaniced, will such Federal Agencles will not 
a:Ustancu b, furnished to the be utilized. 

Iu IeSt ,xtent pr"cticable as 
good, an d profess ional and ,ther 
service from pri vate (litt rpri ce 
o0. d .:,Ltrart ,,i' If the facilities 

of ot, h r &dri. . ,g ueicI will he 
utilize.d, ar, they part iculi rly 
,,uitabl,, not P,,itni(Ktitive With 
pr iv t, f- ilto ]pi j sI , aIlnd made 

l'.'ail e ow il,,N t ii,& iilterference 

wit: dunti i - grI,,!c 

If. t i ,as 'If-r l II t Yes. . 
' Fai" (iA M' It1kVP i ,? itt At , 1974 

prI ji'(II ty K I n a ncodl<+' onl r'lilnt K* .ii ;, 

wi II ,i i ! a WI r A,I,' I ".St . flap, 

,c tir ; w;11 l w u,' li' t"+I , o :tlIt>tt 
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FY 79 App. Act Sec. 105. Does 
the contract for procurement contain 
a provision authorizing the termination 
of such contract for the convenience 
of the United States? 

Yes. 

B. Construction No construction will be 

financed by this Grant. 

C. OTHER RESTRICTIONS 

i. FAA Sec. 620(h). Do arrangements 
preclude promoting or assisting 
the foreign aid projects or activities 
of CoMMnunist-Bloc countries, contrary 
to the be.t interests of the United 
States? 

Yes. 

2. FAA Sec. 636(i). Is financing 
prohibited from use, without waiver,
for purchase, long-term lease, 
exchange, or guaranty of sale of 
motor vehicle manufactred outside 
the United States? 

Yes. 

3. 

of 

Will arrangemcnt 

finincing: 

preclude use 

a. FAA Sec. 114. to pay for perfor-
mance of abortions or involuntary
sterilizations or to motivate or coerce 
persons to practice abortions? to 
pay for performince of involuntary 
sterilizations as method of family 
planning or to coerce or provide 
any financial incentive to any person 
to practice sterilizations? 

Yes. Yes. 

b. FAA Sec. 6 2 0 (g). to compensate 
owners for expropriated nationalized 

Yes. 

property? 

c. FAA Sec. 660. 
Lraining or other 
assistance, except 

to finance police 
law enforcement 
for narcotics 

Yes. 

p rog rams? 

d. FAA Sec. 662. for CIA activities? Yes. 

e. 
etc., 

AI. Sec. 103. 
for military 

to pay pensions, 
per,,onnel? 

Yes. 
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f. App. Sec. 
assessments? 

106. to pay U.N. Yes 

g. App. S,-c. 107. to carry out 
provisions of FAA Sections 209(d) 
and 251(h)? (transfer to multi­

lateral orgfinization for lending). 

Yes. 

h. Y 79 App. Act Sec. 112. To 
financc the export of nuclear 
equipment, fuel, or tCchnology or 
to train foreign nations in nuclear 
fiel 1d s? 

Yes. 

i. FY 79 App. Act Sec. 601. To 

be used for publicity or propaganda 
purposes within U.S. not authorized 
by Congress? 

Yes 
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UNITED STATES GOVERNME1,T
 

memorandum
 
OAT: May 16, 1983 

PrPLY TO 

Al 14r David Shear, Direc 
USAID/Senezal 

SUDJLC: SDF (Agriculture Development Assistance) 
Pro, ram (685-0249) 121 D Certification. 

ro 	 A. R. Love, Assistant Aduiistrator 

Bureau of Africa 

I certify that local cost financing on the SDF (Agriculture Development 
Assistance) Program (Standard Financing) N'. 655-0249 will not be 
released directly to the cooperating counLry. 

All such disbursements will be made directly by USAID/Senegal should 
any become_- necessary. 

Approve:
 

Disapprove:
 

('PT ONAL FORM NO. , '10 

(no". 1-80) 

GSA FPMM(41rCFr) 101-11., 
5010-114 
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P R 11052EZ FEE e'- 11 FEB 
Ftv FCSTATE WASPDC TlOR: 13954 
TO ~SYiii~n1-tD/AKnilIicibiii 'C""2 CN: 05e45 
INFO PUEHABi/AtErbASSY AiIIDJAN Pr-81 ACTION: .2 

IT r.1 0: A1.:, 
UNCLAS SECTION 01 OF 12 STATE7~040269 CiiROI 

. 0 . 12A5C I/ 

TAGS :-

2
 

SUBYC'I: SINIGAL - ISF (665-2t. 41 

1EFF: DAKAR 10907
 

1. SO MARY 1CPR REVIEW OY SUBJECT PAIP HELD FEBRUARY.., 

2. 19E3, ANE WAS CUATREL BY DAA/PAFR FOR COASTA~L AND WEST ACTION I9 
AYPICA. PAIP APPROVED; tISSION P~AY PREPAR~E FAAD WiITE '
 
YOILOWING CAVEATS:
 

INFO 
--A. LIFE OF AC'l1VITY itUNLING EHCULD B! OjNLY DOLS . ---

V'IILIOtN AVAILABLE TEIS FISCAL YIAR. 

--I. t'SIS OF FOR1lI~N IXCIP.NGIE VOR COMI4IOr'ITY IMPO1PT,?. 
TflOD313Y FERTILIZER , APPROViD; 110WHYRl, PA/ID SiOU0LD 
JEJSqIFY !VPOMqA'ICN OF FFRTILIZED, AS OF2FOSED TO OTHER ks 
COhMODITIFS,IY PylI'PAhINC NiCESSA1Y 1L-C-NICAL AND D0 
FCON3MIC WALYSES. IF ANALYSES r0 NOT? S1'PPOFRT PRELIMINARYT 
pjpN 'T0 If1po T INGLIj CoVMIiVqy , I .,iETILIIP mipsiol
A'l IDOPOSY USIINC AID COtMMOLITY ELI1_ILITT LIST tSFE 

--C. U'SE OF LOCAL CURRENCY GINERA'IIONS FOR '0
 
I .0 

FS7 I IS H INI 0F GR~AIN R}SIH~E NOT APPPOVED. MISSION 
SFOULD IDINTI'?Y O'T-DER USES 01 LOCAL. CURRENCY WI1IC11 WOULD 
SUPPOrl BiROAD)IR NIGO'JIATIONS LIGA11D1?dG FOLICY 
OPJFCT IVES IF.ROliCI Uc;' In1CURFP 111L AI'rTOVEP) *r'ISS ION~ 
suuirorir ACTIVITIiS OR IkIJRA- ACCHSS POADS, CURRFNTLY 
P)?OPOSIr FOR SPPTORT UNDI R AGP ICILTURI 1 1fl1TTAI HATION~ 

-

ANDl CRIDI (685-3~24,1). ACTIVIIIFS IN LANJD KiANAGE ENT 
Ar r P CIN~TilA'ION MAY U~ CONSlDJFYr'' :h PdLATIONl TO 
RJCO '1rJLA'lIONS TIESULTIN%' FROM 1JV'I0NVI'iNTAL REVIlEW. 

4. F)LD 10 PI SlTmTT~rF TO .11r/0 fOR Ti0VI~ii. IXPICT 
rOCUPTNT TO 4~ -1VIFlb PRI OR )flNA1- FPA~-IRATIONJ "F 
AGFICUT7UJi DiCZT1'AL1ZA7I0oN !Nr CuniUT (F-?
TfRIS WILL 1CP 1 lt kAiV1EWItG Au' ICULTU)IEHUPH; 
D--CFk'TAL17A!ICN AND CPlkEtT IN CON'IEX? OF O'VERT, 
PROGItI1 OBJECTIVf S.
 



RAISED AND) S1iGG?3qIQNS I'ADE TO BE CrONS I]EFjjj, IN
 
PRYPARlATI0N 01 FA.Ar.
 

-- ks. I'ISSION SHOULD 'HLATY EF'F FBOPOSAIL To~ FNTIPF
 
BIY~ PACtAG1 o0 E! SI EJJ CT 01- N}GOI IA IJON W1,11, : 1
GOVER:rNT O SENF"G 'L ( So) NCT V o. SLOULL! NOT ! F 

vIST	s}o':o I'J'' I-rC Lo It C }Q '' ; 1" sLu 

VNTUAL FLlINAiIlcj, 
 y~ 111:Iu FULLI


PtlU Z INC T1PT 1JIC'Mfr o01 Qi? IG;I NA.LU IPC. w~hI.2

PA'CQAC1 WILL NOT I1 A'i'M INAELF IN "HF'1 ONE -- i LIYY OF
TE AupyP.C'VFD CLT H<PN1 AF YAPTr 

CF 	 IErj1) 1ILi 

01 Till' FVFCPT,HAUE2O2DT.LCr ICP~ X ,IVIML OjF ACiIPFfTO 
SA'"TRIIC" r '10riO I*,jUCj,;i FS'F CWE iYA R LOL:; ?4ILLIONP~~CCF~d' PAA1 1P01 1 "I 0 1,~ ("'I.I ~y'~~ I I (1

FPT I 1ZK 
 Co STS' t~1-A f,',Y U RS FRO I I - 'YRCiW'T Tr, 71)Y-EYCINT IND! (?) 7FiANSYKI;FAL, CF 'FI'IL1Z ii I'ITifIDL1TI ONSYSTIr1 TO PllIVATI YIRMS 114i I LIHINAiI NC Iil G(CvLRN!MFNTDnISTpiRrHOF THAT SiFOUII D osI W4T11I~ INTu IDI

CCKITlXT AND AFF ('LICY Ci:JFC IV S 	 '1IiA!P SICUI EACCOPP'INC(T,Y . 'i IIN'rk.Ai '10 TEE, 
"1S

OVE PAIJlF~ fL BANK
SPON$OE1LL EFFCTF ILAN H1 BFAT--. CONS IDEFEL AND DISCUSSED. 

IN CO0NS ITL-Thi NG 112S EOF YOI;EICWN EXCUA X'~ F0F '~TII IVio igPAAD A:A LY0S 22LN h PT , IO
TLFlCCr~oi CAM.' FIN:ANCIAL T.A'il Of ]P}T[,fit il"01. IkC EDi.5FTPT: IL I L AIILICAT ION'S. i'Oi EXVP ALPEi:!AT AVERAGE

YI1L1 IVI\CSLIS hF$UL~q 1W, FECM 1FLTILIZI APPL ICATION? 
'v 	AT ID 7 CC7T-DBfd', IT lrTII IEA OF F!LTILI ZDT AND 

I'CTIVA':i]ot TO PURCTA S F~1 	PT I1 1I K11 AT INC RYASEL,' COSTS?(C~I,)t,1A1ly 	 5L'OUid- PINCI NS1'i 1 iU T' ONA L1 
I S -,_A \t '1,17S ")I ?i j F.VTL:; ~ APki YVILIZ;P MIXING
ITSf ~CIFCJ,~y hr, CfA-ACTKIISTICS CFE' PRIVATES}CT It. T1 l1,1 lZI hAtLFACTUPY PrI, rP1STl'I'(UTION

SYSTFYS30 l ; CLAIII:D AS 71E F.i~g~ ACc 1:;, A'IT 

PHVtlPT 1,i A7c10? '1hIF 1 


% ICAL AFY-ECT OF THl POL ICY TIS LY-.AI 11)0 CAU S 0 F
i'IfA NT S 1!OULEPYIF Pr11 1F1ID.

* IF 7Y h Y' OT,it' TA1 C-,OF I rt'Po TFD V'ATEfl IA L'; Oil ISF11) A I Arr C -FFIC' ' I , TIMIt" 1 I-1S TVI FPiCTOPT VIABLEONLY IF o-:r , Y ItMOLI1 ilici tri OR TAPOIFFS? I " I t - CCEWT PY VI XI h; CF f ?J:.L 1J' CO NOrI CA1.,TI IA 11LE?I S 1T7 t'(P riHA'J I (N' A1:1( 11 2'1 IlI 1 1)()LIi Vw'ILLJ 	 5 JS P? THY11, 1~zE pc0t "F, .v11 TO0 ' SCIPA hy NJ1" Sil I ' IT URE
SI FILyY V1iAT I1F TF'' (,Or:'' TIIF Pj'iW'rAJ, B~ETWEEN U.S. 

OF 

SOUR CES OF SUPPLY AND C11011;I SOUIIC 1!7 

--	 C. SIL I ('T ION OF 01FINA1 ' 01 1(11 I (,N XCifI N(I S1O0ULD11SF, A1LONG AN~Y OTHFR~S -)SSION iV;)NTIYI IS, CRITER IA 0F 

U11C1.AS SITI Ir AlIL 4C2 8 9 
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PROVIDING I.XPIDITIOUS T,ALAINCF OF PAYMENTS RELf;F. 

--. FO V~ILL TF1 IIIGHYP UJ.S. SBIPPING COSTS AFFYCT 
PRICE OF FVRTILJ7b AND BiOW DOES THIS PILATE TO CUIRE14T 
SU?SIM' AND O iJECTIViE C DEPUG~ING SU- SIDY THRIOUJGH 
ASS ISTANC7X? 

CURRTINCY Gitfl'RAS O O oi ' c i:j AC7IVIT IES 
gpy~OTjNXy1q C&, kASI~ y I y T, VI , 1, 1,,. 1111PFtjIi A j; pL A Dl 

FUNIS CtAN BL PiAPi'lI.' i-1RG(;A~t-) Ul~ IE~l1I.AN'lc1R TpFIJS 
AlILOW ING T i},h V1 'F TO0N ANI, (,()S 0 KM;1 , i t 1 1 IN i; AR ES T 

I Tli1p lIN'Pi in 1)YI cON XY~yI (iFGYE I F OI)?M YR ,,;pt M. 
ACTIYIT Ii i TO 1' Y El 7 1 i I i ''it, T~I PAAIFr ANL, I-F FYIOAL 

V I E?b Ci: '1 (A 1. A' IOl(N -AC7 1)t TO LTI LI 2'LOC&LUG G 1 

E M11IC I A'i li-P ACT !,IibA'JAL F AN~D CONS ITERED IN 
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ANALYSIS SHOULL FLO-W 
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VIABILIT[Y OF IBE FJFOPCSED BANK AND GIVE EVJIDENCE T1AT
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