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AGENCY FOR INTERNAYIONAL DEVELOPMENT 
WASHINGTON, DC. 20523 

JUN 24 1981 

ACTION MEMORANDUM FOR THE ASSISTANT ADMINISTRATOR FOR AFRICA
 

04 
I
FROM: 	 AFR/PD, Carol Peasley(/* /
 

SUBJECT: 	 NigerAgrculture.Setor._Deveyopmen t Grant_(683O-0246
 
and 683-0247)
 

I. Problem:
 

Your approval is roquested for an amendment to the PAAD for the
 
Agriculture Sector Development Grant (683-0246 and 683-0247) to
 
the Government of Niger to add $6,915,000 for a new total of
 
$38,915,000. In the amendment $2,000,000 is from Section 121
 
of the Foreign Assistance Act (FAA) of 1961, as amended, the
 
Sahel Development Program (SDP) appropriationj $1,905,000 from
 
Section 531 of the FAA Economic Support Fund (ESF)
 
appropriation; and $3,010,000 of reobligated Sahel Development
 
Program funds. With this Amendment the Agriculture Sector
 
Development Grant's funding will total $22,637,000 under SDP
 
(683-0246) and $16,278,000 under ESF (683-0247).
 

II. Discussion:
 

A. Program Description and Purpose
 

The Agriculture Sector Development Grant (ASDG) as proposed in
 
this amendment is essentially a resource transfer with a
 
technical assistance component ($4,000,000) to finance policy
 
studies and analysis. This amendment adds a new reform
 
objective, that of policy adjustments in the area of seed and
 
plant material production and distribution, to the five
 
existing agriculture policy objectives in the original grant.
 
The amendment is justified both in terms of achieving desirable
 
and significant agricultural policy reforms which act to
 
relieve constraints to growth and the need to provide domestic
 
capital to support ongoing agricultural development
 
activities. With the GON in need of foreign exchange to meet
 
external sector resource gaps to carry out structural
 
adjustment program objectives and continue key economic
 
development activities, we have been able to negotiate
 
successfully a sixth policy reform area in addition to those in
 
the original ASDG. This resource transfer will be conditioned
 
upon this sixth policy reform.
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The Program purpose has been modified slightly to reflect the
 
progress that the GON has made in achieving its short term
 
economic stabilization objectives, so that the country can now
 
focus on longer term structural adjustment goals of the ASDG: 

-- promote agricultural production by diminishing the 
policy constraints to development in the agriculture 
sector; 

-- provide resources to Niger to support ongoing 
developmont"-:activitiesg an-d 

-- contribute towards structural adjustment objectives 
which minimize the adverse impacts of austerity and 
structural adjustment measures on agriculture/rural
development programs. 

The ASDG as amended by this action is in full conformance with
 
the CDSS strategy for medium term structural adjustment and
 
agricultural production objectives. The CDSS was approved in
 
March 1986. The agriculture sector objectives concentrate
 
agriculture policy reforras and development of participatory

self-managed organizations through cooperative development and
 
restructuring, extension, seed multiplication, and credit and
 
input distribution. Restructuring the seed and plant material
 
production and distribution system will support directly the
 
GON's efforts to stimulate agriculture production, increase and
 
diversify farmers' incomes, and increase private and
 
cooperative sector participation in agriculture inputs

production and distribution.
 

The ASOG is an important component in the multi-donor effort
 
led by the IBRD in helping the GON to Implement its development
 
program. The budget consolidation aspect of the GON structural
 
adjustment process produced large reductions throughout the
 
investment budget. The ASDG and the earlier RSDG prr ,.-d
 
budgetary resources to the GON which reduced th, .averity of
 
the budget cuts. During the general budget 'ontraction, the
 
Rural Sector Development Grant/ASDG resource transfer to the
 
GON combined agriculture/rural development investment budgets
 
were almost 10 percent of planned expenditures in the first
 
year (F? 1984). This figure rose to nearly 14 percent in FY
 
1985. The ASDG's share declines thereafter because the GON has
 
begun to plan substantial increases in agricultural investment,
 
and the value of the CPA vls-a-vis the dollar is higher than in
 
1984 and 1985. These local currency funds have a multiplier

impact on investment levels since, in many cases, they finance
 
purchases which are prerequisites to the expenditures of donor
 
project funds.
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B. Financial Summary
 

Funding for this amendment of the ASDG (FY 1987) will be
 
$2,000,000 from the Sahel Development Program, $1,905,000 from
 

Economic Support Funds, and $3,010,000 of reobligated Sahel
 
for a total of $6,915,000. Total
Development Program funds, 


$38,915,000.
funds available under the amended ASDG will be 

(Fundng-Source-O0U7S$)- -... 

This Amendment New Total 

SDP/ 
NOA ESF 

SDP 
reobs 

SDP/ 
NOA ESF 

SDP 
reobs 

Conditional Dollar 1,000 1,905 3,010 15,627 16,278 3,010 

Disbursement 

Technical Assistance 840 -- 3,007 .... 

Policy Studies, ..-- 722 .... 

seminars, workshops 

In service training -- 38 -­

and support 

Evaluation/Audit 160 -- 233 -- --

Total 2,000 1,905 3,010 19,627 16,278 3,010 

There are no GON or other donor contributions to the ASDG. 

Previous Total Funding 

Total
Previous This Amend. 


19,627
SDP 17,627 2,000 

16,278
ESF 14,373 1,905

3 010 3,010SDP (Reob) -

Total 32,000 

It is planned that an additional $755,000 will be made
 

available from deobligations later this fiscal year to complete
 
You are requested
funding as described in the Project Paper. 


to delegate to the Mission Director, USAID/Niger the authority
 

to further amend the PAAD to make this additional amount
 

available to the program which will then total $39,670,000,
 

With this proposed addition the Agriculture Sector Development 

Grant's funding will total $23,392,000 under SDP (683-0246) and 

$16,278,000 under ESF (683-0247). 



C. Project Analyses
 

1. 	The ECPR found the macroeconomic justification for
 

dollar disbursement satisfactory.
 

2. 	There are no human rights issues.
 

. ..	Because-there.are_,no~changes inthe conditions of the 
grant regarding environmental issues, the orfgin " 
determination of a categorical exclusion holds. 

4. 	The technical analysis of the seed component is sound.
 

D. Implementation Plan
 

The 	implementation of this amendment uses the practices
 
approved under the original ASDG PAAD and implemented in the
 
existing program.
 

E. Major Implementing Agency
 

The executing agency representing the GON remains the Ministry
 
of Plan. The major implementing agency remains the Ministry of
 
Agriculture, Directorate of Evaluation, Program and Statistical
 
Analysis. The Secretariat for Local Currency Management was
 
established in the Directorate of Investment of the Ministry of
 
Plan under the original ASDG, as was the local currency
 
management committee.
 

F. Conditions and Covenants
 

The 	revised conditions are set forth in the PAAD amendment
 
attached to this action memorandum. Covenants remain unchanged
 

from the original Grant Agreement. The amendment adds v'"
 

reform (item 2 below) to the existing five areas. Olicy
 

reforms which are considered essential for bc.cer resource
 
allocation and increases in agricultural and livestock
 

The policy reforms
production and income in the rural sector. 

terms of conditions
undertaken under the ASDG are couched in 


precedent to initial and subsequent disbursements of funds as
 

followsz
 

1. 	Reorient the agricultural input subsidy and structure
 
of the official input supply aymncy in order to make
 

available more agricultural inputs to farmers at
 
prices which reflect benefits to the economy.
 

2. 	Establish the framework and prepare action plans for
 

restructuring and diversifying the seed and plant
 

material production and distribution system, including
 
establishment of a national certification and quality
 

control regulatory system.
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3. 	Promote competition in graii marketing through the
 
liberalization of official marketing and pricing
 
policies and the consequent reduction in operating
 
losses of the official grain marketing agency; and an
 
increase in the relative share of agricultural outputs
 
marketed by the cooperatives and private traders.
 

4. 	Uiiderta~e study oftecutysarclua:cei
 
situation, particularly in the informal market, in
 
order to formulate appropriate policies to promote the
 
development of rural financial markets.
 

5. 	Promote border trade of livestock, cowpeas and other
 
agricultural products through reduction of
 
administrative and fiscal impediments.
 

6. 	Promote more cooperative and private trader
 
participation in the supply of agricultural inputs;
 
border trade of livestock, cowpeas and other
 
agricultural products: and internal grain marketing
 
and storage.
 

The authorization of the original ASDG incorporated specific
 
clauses which would permit the Mission some leeway in judging
 
whether conditions precedent to subsequent disbursements are
 
met. The Administrator delegated to AA/AFR authority to
 
approve any subsequent substantive changes or modifications, as
 
may be required due to unforeseen changes in circumstances
 
related to the ASDG. The delegation of authority remains in
 
force.
 

G. Section 121 (d)
 

Section 121 (d) certification for dollar expenditures exists
 
for the ASDG. Special Covenants and Conditions Precedent are
 
in force for the programming and expenditures of local currency
 
generated by the conditional dollar disbursements.
 

H. Other Considerations
 

This program and the amendment combines ESF and SDP funding in
 

the sector assistance format because sector assistance provides
 
broader development focus on the macroeconomic level than
 
normal development projects. The program sector grant also
 
provides an approach to address key constraints In the
 
agriculture sector which are linked with sectoral policy
 
reforms and are not particularly suitable for implementation
 
through standard project assistance modalities.
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III. At the March 16, 1987 Executive Committee for Project
 

Review, the PAAD amendment was approved subject to the
 

following:
 

-- Baseline data is to be established for all components 
of the project, including the new seed component. 

The log frame-indicators will clearly-reflect program. 

outcome and be made more specific, if necessary to do 

so. 

-- A time-phased implementation plan for responding to 
the mid-term evaluation is to be developed. 

-- The final program evaluation is to cover follow-up 
actions. 

-- An Action Plan for the transfer of the production, 
distribution and marketing of seeds to the private 
sector is developed. 

IV, Justification to Congress:
 

Congress was notified May 12, 1987, of A.I.D.'s intent to
 
obligate $3,765,000 SDP and $1,905,000 ESP in FY 1987. The
 

1987.
Congressional Notification waiting period expired May 271 


V. Clearances:
 

At both the issues and the ECPR meetings, representatives of
 

all relevant Africa Bureau, S&T and PPC offices were present
 

and concurred in recommending authorization of this PAAD
 

Amendment.
 

VI. Recommendation:
 

It is recommended thats
 

A. You sign the attached PAAD Facesheet Amendment-of the
 

subject Grant to add $6,915,000, consisting of A2,000,000
 

of Sahel Development Program funds, $1,905,000 in EconomLc
 

Support Funds, and *3,010,000 of reobligated Sahel
 
The new total of funds available for
Development Funds. 


the Aqriculture Sector Development Grant will be
 

$38,915,000, with $22,637,000 in Sahel Development Program
 

Funds and $16,287,000 from Economic Support Punds.
 



-7-


B. You sign below to delegate to Mission Director,
 
USAID/Niger the authority to further amend the PAAD to add
 
SDP funds in an amount not to exceed $755,000 to obtained
 
from deobligations planned for later this fiscal year.
 

Approved_________
 

Disapproved
 

Datea
 

Clearances: 
DAAiAFRtLRichards Date 
APR/SWAtPDichter-n Date 
AFR/PD/SWAP:BBurnett ra ft Date 8 
AFP/CONT:RKng. -- Date 3.3S-V 
APR/TR:KSherper rft Date S7207 
PPC/PDPRiJAtherton in ) Date ----­
AFR/TR/PROBBoyd_ dr t Date 20 
GC/AFRsBBryant Date 61317 
AuR/PRB:BeUchanan rat Date 572687 
AFR/DP:OPattersorsn %A Date 
FM/PAFDs EOwens..._Dae--... Date 

drafted by:AFR/PD/SWAPsNMMcKay:4/30/87sx79339fa:wng3912M
 



CL.ASSII IA rIop._ _ _ _ __ _ _ _ _ _ _ __ _ _ _ _ _ __ _ _ _ _ _ _ 

* .I. PAAD Numbcr 

683-K-602C; 683-Y-601B; 683-Y-601C
 
AGCNCY FR INTRNATIONAl-PVKIcOPMNuntry 

PROGRAM ASSISTANCE . Niger
5, Category
 

APPROVAL DOCUMENT
 

Cash Transfer
"4, ....
(PAAD) PAAD) Date 

5.To 6. OYS Chang -Number 

Alexanoer R. Love, Acting AA/AFR 8..OYncrease .. 
7.From $2.000 million (SDP) 

Carol Peasley, AFR/PD To be taken from: $3.010 million (SDP reob) 
.. .0.. ut million (ESF)Aprprto $1.:9059. Approval Requested for Commitment of 10,Appropraon Budget Plan Code GESA 87-3 1683-KG-3 1
 

.$38,915,000 (FY 1987 $6,915,000) GSIIX 87-31683-KG-31: GSHX 87-31683-KG-39
 
1. Type F1undn 12. Local Currency Arrangement "I- t l"iy Perlo 14 ,I i i 

0Loan IGn 9 Informal Formal j Hong 08184 to 08/88 N/A 
15. Commodities Financed 

16. Permitted Source 1., Etmated Source 
uOA, FY 87 Total
 

....I1 V.,4rw, _' :"- Ind.,,.ial,,.s ...
..*' o , U.. countr . .... 
t World .7,01,000 " 3,915"000
 

3, 000, 0 0
0 o - ..,,, . 
-- a sk0 A9. 

Is. summary Des ipalon 

This amandent adds a now oomponent, seed produntlon and distribution to the Agriculture

Sector Davolopmont Grant (ABDO). It also incrmasep the lif, of the Progsam Funding, makes
 
additional funds availabl', and modifies the subsequent Conditions Precedent for
 
disbursement of the Fourth Incr*emnt. The amount of local ourrenoy earmarked for the
 
trust fund to also Inoreased.
 

This Agriulture Sotor Davelopmont Grant (ABDO) t a resouroe transfer with a technical
 
ssistano component. It Is Justifted both in terms of aohIevIng desirable and
 
significant agricultural policy reform. which act to constrain growth and of the need to
 
provide domestic capital to support ongoing development activities.
 

his amndment provides an additional $6,915,000 for a now total of $38,915,000 over the
 
life of the ABDO. This amendment will provide the fourth Increment of funds
 
for the ABDO. The funds In this th!rd amendment consist of $2,000,000 of New Year
 
Authority Sahel Dvelopmont Pundo $1,905,000 inEconomo Support Funds; an4 $13,010,000of
 
roobliptad Saha Development Program Funds. The total of Bahel Devolcaent Punds made
 
avaitlable undorl the ABDO thus amounts to $22,637,000 and the total of toonomic Support
 
Funds !. Inoroesad to $16,278,000.
 

$S,9 1S,000 Cash Transfer and $1,000,000 Direct Paym*nts for Technical Assistance
 

C9.f wnces 1,0 K,.
DAAIAtR Lktichardo 

Alex R,.tovo1
M ~Acting, OR 



Subjfot to the availability of funds and the mutual agreement of the parties to the terms
 
and oonditionasst forth herein, grants (conditional dollar disbursements) ard made
 
available in inoremoents of $7,000pO0; $9,500,000; $12,500,0001 and $5,915,OOO up to a
 
total of $341,915,000. Along with the first conditional dollar disburement, $3,00,O00
 
was made available under the original PAAD for direct payments by A.I.D. of foreign
 
exohange and looal currency costs of teohnical assistance, policy studies, workshop,
 
In-servloe training and support as well as evaluations. An additional $1tOOOtOO0 will be
 
made available under the fourth tranohe for direct payments by A.I.D. for the technical
 
aalastanoae.and related.aupporttems listed above. --Eachof..the-oonditional-dollar__-., 
disbursements, but not direot payments for technical assistanoe, is tied to Conditions 
Preoedent which evidenop progress in the implementation of the policy reform program.
 
Moreover, the Government of Niger is expected to deposit in the special local currency and
 
Trust Fund accounts the local currency equivalent of each dollar disbursement under the
 
grant.
 

The section on Conditions Preoedent to disbursement of the fourth tranche is amended as
 
followse
 

C. Prior to the disbursement of the fourth tranohe of U.S. dollars under the
 
Grant, the Grantee shall, exoept as the Parties may otherwise agree in
 
writing, furnish in form and in substanoe satisfactory to A.I.D. evidence
 
that the Grantee has;
 

1. Redueed the average level of subsidy on agricultural inputs to no more
 
than 30 percent.
 

2. Taken actions to make the Agricultural Input Supply Agency (CA) move 
closer to an autonomous, cooperatively owned entity and to ensure the 
existenoe of competition between the CA and prIvate traders by'not 
granting CA a monopoly, do Jure or do facto, for supplying inputs. 

3. Continued and maintained competition in grain marketing and further
 
Increased it with the use of a tender system for procurement of grain for
 
OPVNe'grain reserves and the village-level storage faoilties.
 

A. Maintained and promoted free border trade, particularly in livestock 
and aowpeas. 

5. Taken appropriate aotion, in aoordanoe with t, uunoluslons and 
reoommendattons of the agricultural oredit study, to encourage the 
deveopment of rural financial markets. 

6. .?r~vtddUSAID with an aotion plan to achieve policy reform for the 
restruoturing and diversifieation of the seed and plant material 
multiplication system. This action plan will permit deoentralization and 
autonomous decision making in price and output levels for the 
multIplioation and distribution of seed and plant materials. It will 
Inolude a national seed security and a national oertifioation and quality 
control program for seed and plant material. Those components of eod and 
plant material production and distribution that remain within the public 
and mixed sectors for reasons of seed security will be so structured as to 



redune per unit production and distribution costs. The action plan will
 
includeas timetable for the issuance of the statues, arretes, and/or
 
administrative decrees necessary for operation of the restruotured seed
 
and plant material multiplication center. All action plan items will be
 
completed by the Program Assistance Completion Date.
 

7. Issued statutes, arretes, and/or administrative decrees necessary for
 
a national certification and quality control regulatory system for seeds
 
and plant materials.
 

8. Prepared a plan for implementation of the proposed policy changes that
 
will be executed prior to the completion of the ASDG. This will include
 
the following#
 

a) Reduce the average rate of subsidy on agriculture inputs to 15 percent
 
of the delivered cost of the inputs;
 

b) Have in operation a tender and bid system for reconstituting OPVN
 
stocks for all purchases and salesl
 

o) Ma!ntain a minimum level of 6,000 tons on village level grain stocks
 
through arrangements with cooperatives and groupements mutualistesl
 

d) Carry out recommendations of the agriculture credit study by
 
establishing the framework for formation of credit unionsl
 

e) Liberalize, simplify, and publicize procedures for cross border trade,
 
especially for oowpeas and livestock, eliminating legal and administrative
 
barriers to participation in cross-border trade by relying on market
 
foroesl and
 

f) Continue expansion of private and cooperative sector participation in
 
production and distribution of agriculture inputst cereals marketing and
 
distribution, agriculture credit and cross border trade. This includes
 
reliance on free market prices and continuation of the policy of not
 
issuing official prices for cereals.
 

The General Covenant 4.B is revised to read as follows
 

The Grantee will establish a Special Local Currency Account in the bank of 
Its choice and doposit therein ourrenoy of the Government of the Republio of 
Niger in amounts equal to the conditional dollar disbursements under the 
Grant. Pund. in the Speial Local Currenoy Account may be used for such 
purposes as are mutually agreed upon by A.I.D. and the Oranteet sxoept that 
with respect to funds deposited in the Special Local.Currenoy Aooount before
 
disbursement of the fourth tranohe of dollars under the Orant, five (5)
 
peront of such funds shall be placed In the Local Currenoy Trust Pund
 
Aooount, as described below.
 

With respect to funds deposited in the Spoial Looal Currency Aooount after 
the disbursement of the fourth tranche of dollars under the Grant, eight (8)
 
poroent of suoh funds shall be deposited in the Looal Currenoy Trust Fund
 
Acount.
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The Looal Currenoy Trust Fund Aeo'int shall be administered by A.I.D. for
 
program aotivities whioh will be identified from time to time by A.I.D. in
 
Progrm Implementation Letters (PILe).
 

The last three paragraphs of the PAA) amendment 2 are deleted and the following is 
substituted. 

The PY 1987 dollar disbursements or resource transfers covered in this PAAD 
aa..............ameno con. . . . . .st. . .. . .
 

$1,000,000 New Obligated Authority 3ahel Development Program Funds 

$1,905,000 Economic Support Funds
 

$3,010,000 Reobligated Sahel Development Program Funds 

$5,915,000 Total PY 1987 Dollar Resource Transfer 

These conditional dollar disbursements or resource transfers for PY 1987 
obligations will be disbursed after the Grantee has met the Subsequent
Conditions Precedent for disbursement of the fourth increment or tranohe as 
amended ds set forth above. 

All of the other Conditions Precedent and Covenants, as well as other 
provisions set forth in the original PAAD signed on August 141, 1984, as 
amended on July 10, 1986 and July 23, 1986 remain in effect.
 

To comply with the new statutory provisions, the dollars under the Cash
 
Transfer will be deposited in a separate bank account.
 

3995M
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I. Executive Summary and Recommendation
 

A. The Request
 

The Government of Niger (GON) has requested an amendment to the
 

Agriculture Sector Development Grant to undertake necessary policy adjustments
 

in the area of seed and plant material production and distribution. This
 

amendment will contribute to the growth and stability of the agriculture
 

sector, and assist the GON in its structural adjustment efforts. USAID/Niger
 
is proposing an amendment for the final year of funding (FY 1987) for a
 

$7,670,000 sector assistance package to the GON consisting of $2,000,000 of
 

new obligation authority Sahel Development Program funds, $1,905,000 in
 
Economic Support Funds, and $3,765,000 of reobligated Sahel Development
 

Funds. This increases the,total -of fud n h SDG to139_,67000O.
 

B. Background
 

Niger's present economic stagnation was brought on by a sharp drop in
 

uranium revenue since 1981. Its economic performance during 1981-1983 was
 

further Iwpared by mediocre harvests, inappropriate policies related to
 
financing and subsidizing of costly and ineffective public enterprises, an
 
over-acceleration of investment in less productive sectors, and the borrowing
 
practices of government agencies.
 

The 1984/85 drought delivered a sharp setback to Niger's economic
 
stabilization efforts as well as demonstrated dramatically Niger's very
 
limited physical resource base for agriculture in the face of rapiuly growing
 
population. The long-term trend shows per capita crop production declining
 

and the land's carrying capacity decreasing. Niger's social indicators are
 
typical of the worst-off of the least developed countries.
 

Since 1983, the Government of Niger has successfully carried out the
 

IMF-sponsored economic stabilization programs under standby arrangements as
 
well as Paris and London Club's debt reschedulings. Niger's present
 

macro-economic policy environment is generally sound. The CON has adopted
 
policies to reduce the budget deficit by reducing capital outlays and 
restraining current expenditures. It is implementing a policy of divesting d 

number of state-owned enterprises, and reforming those that remain, so that 
they can operate as profit-making concerns and encounter less interference 
from the State.
 

Despite Niger's efforts, GDP adjusted for Inflation was less in 1986
 

than in 1983. The overall balance of payments has not been positive since
 

1983. Despite repeated reschedulings and strict adherence to IHF guidelines,
 

total foreign debt increased between 1983 and 1985, and the CON is running out
 
of debt servicing which is roscheduable under current rules. For the next two
 

years debt service levels remain as high as the 1982 crisis levels. Niger has
 

cut its total budget deficit from 10.8 percent of CDP at the end of FY 1981 to
 
roughly 5 percent during the drought to marginally below 4 percent at
 

present. This has been achieved primarily through recurrent cost containment
 
and slashed spending on development, while servicing payments on debt soared.
 
Foreign exchange earnings remain dangerously dependent on a single cimmodity,
 



uranium. Public investments, largely donor financed, were 12 percent lower in
 
1986 than they were in 1983 in normal terms. The small, weak, modern sector
 
has difficulty employing secondary school and, increasingly, university
 
graduates who are no longer being absorbed by the contracting public and
 
parastatal sectors.
 

Because of drought and population pressure on cultivable land, the GON
 
has sought to increase production by improving yields per hectare through the
 
use of modern inputs. Thus, input supply policy was stressed under the
 
original ASDG, and USAID is now requesting that the amended ASDG include seed
 
production and distribution. both USAID and the GON have now had experience

in providing bilateral project assistance for seed multiplication. The main
 
objective of the seed multiplication component of USAID-funded agriculture
 
production projects designed in the mid and late 1970's was to increase the
 
productivity-and economic-status-'of traditional armers and t prvde -..
 
reasonable safeguards in case of drought. The seed program was based on the
 
need to mitigate drought related disasters and a realization that a shift has
 
taken place in climatic patterns to shorter rainy seasons and lower rainfall.
 
The seed program was designed to generate benefits through replacing
 
traditional varieties of mainline crops with higher yielding and/or more
 
yield-stable types. The seed program was also necessary if the benefits of
 
crop improvement research were to be made available to farmers at large.
 

C. Conditionality and Policy Reform
 

Increasing food and total agriculture production (including livestock,
 
forestry and fisheries) is the major objective of the 1979-83 Five Year Plan
 
and the 1984-85 Interim Plan. We expect it will be the key sector in the
 
forthcoming Five Year Plan. Because the agriculture sector is so large

relative to the rest of the economy, this sector Is the key to overall
 
development. The CON has launched a major structural adjustment program and
 
parallel policy reforms In agriculture and related areas, which move towards
 
decentralization, reduced direct state involvement, and greatly increased
 
roles of the private and cooperative sector in development and provision of
 
services. This will take time to implement.
 

The original ASDG identified five key policy reform areas in
 
agriculture. This amendment adds a sixth reform area: the restri"'%.ing and
 
diversifying of the production and distribution of seed, - I-, agricultural

input. Major policy measures must be implemented It .. area In order for
 
Niger to obtain full benefits from its substantial investments in agriculture
 
development and research programs.
 

The proposed policy program Is consistent with the AID Policy Paper
 
entited "Approaches to Policy Dialogue" and it Is also in accordance with the
 
program assistance guidance cable (83 State 246904).
 

D. Other Donor Support
 

The International Monetary Fund and the IBRD are major donors in the
 
field of economic stabilization and structural adjustment. The IMF has
 
granted a series of standby credits, and the economic stabitization package
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supported by the IMF set the framework for four debt service reschedulings
 
under the Paris Club and two under the London Club auspicies. The IBRD plays
 
the major role in reducing structural constraints and bringing about the
 
necessary changes for sustained development. In late 1985, the IBRD granted
 
Niger a structural adjustment credit (SAC). The $60 million SAC addresses
 
three priority areas for structural changes: (1) public resource management;
 
(2)reform of state owned enterprises; and (3) agriculture policy changes and
 
reorientation of agricultural expenditures to foster increases in rural income
 
and wealth. The agricultural policy changes in the 1985 SAC reinforce and
 
expand the ASDG policy program which were designed in 1984. The IBRD Road
 
Maintenance, Education and Health sector loans all pursue structural
 
adjustment, particularly In the area of public resource management, The IBRD 
Healtlh-Lo.,, a and USAID's..Niger lealth Sector .Suppor t pursue mutualy 
reinforcing policy and structural adjustment changes. The IBRD provides the 
technical assistance for the privatization and state enterprise reform program
 
which has been making steady progress. Both the IBRD and the IMF have
 
provided assittance for fiscal and debt management. With the exception of the
 
Belgian assirtance for rice seed multiplication, USAID is the only donor
 
providing assistance for seed multiplication.
 

E. 	Program Assistance Description
 

The goal of the ASDG remains essentially unchanged. It is fully
 
consistent with the CON and AID strategies in the agriculture sector.
 

The original ASDG project purpose is modified only in that its
 
macroeconomic objectives now stress structural adjustment objdctives rather
 
than the immediate economic stabilization objective set in 1983. The amended
 
ASO : 

-- promotes agricultural production by diminishing the policy 
constraints to development in the agriculture sector; 

-- provides resources to Niger to support ongoing development 
activities; and 

-- contributes towards structural adjustment objectives through 
.minimizing the adverse impacts of austerity and structural 
adjustment measures on agriculture/rural development programs. 

The outputs of the amended project read as follows (the only new policy
 
output is the second point):
 

1. 	Reorient the agricultural input subsidy policy and structuring
 
of the official input supply agency in order to make available
 
more agricultural inputs to farmers at prices which reflect
 
benefits to the economy.
 

2. 	Establish the framework and prepare action plans for
 
restructuring and diversifying the seed and plant material
 
production and distribution system, Including establishment of
 
a national certification and quality control regulatory system.
 
(this amendement)
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3. 	Promote competition in grain marketing through the
 
liberalization of official marketing and pricing policies and
 
the consequent reduction in operating losses of the official
 
grain marketing agency and increase in the relative share of
 
agricultural outputs marketed by the cooperatives and private
 
traders.
 

4. 	Undertake a study of the country's agricultural credit
 
situation, particularly in the informal credit market, in order
 
to formulate appropriate policies to promote the development of
 
rural financial markets.
 

5. 	Promote border trade of livestock, cowpeas and other
 
Sagrculturalproducts -through-reduction:-of-administrative and....
 
fiscal impediments.
 

6. 	Promote more cooperative and private trader participation in
 
the supply of agricultural inputs; border trade of livestock,
 
cowpeas and other agricultural products; and internal grain
 
marketing and storage.
 

The inputs of the ASDG consist of: (1) conditional dollar
 
disbursements; (2)equivalent local currencies derived from the Grant; and (3)
 
technical assistance for policy formulation and implementation support.
 
(Conditional dollar disbursements are made only when the CON has taken certain
 
phased policy actions towards the policy objectives of the sector assistance
 
program.) Upon receipt of the conditional dollar disbursements, the CON will
 
deposit the local currency equivalent in a special local currency account. A
 
portion of the local currency generations (5 percent in the original and
 
8 percent in the amendment) will be deposited in a local currency trust fund
 
account which USAID wiLl administer for program activities designated by
 
Project Implementation Letters.
 

The local currency generated by the conditional dollar disbursement
 
will be used to support activities or pilot projects which will contribute
 
toward the implementation and realization of policy reforms and to support
 
host country contributions to development projects. The financing of
 
recurrent costs will be guided by three general criteria: fir* '.ximizing
 
the income generating capacity, foreign exchange earnin- ... tax base;
 
second, local currency wilt not be used to support ,ojects which will create
 
future recurrent cost burdens; and third, reasonable assurance that the stream
 
of benefits from recurrent cost financing is greater than using the funds for
 
new 	projects.
 

This amendment adds a total of $7,670,000 of which $700,000 is for
 
technical assistance to help the GON and USAID undertake the policy reform
 
program and to manage the local currency program. The implementation of the
 
policy reform program will continue to be supported by specific policy studies
 
and 	the development of a policy analysis unit In the Ministry of Agriculture
 
to help ensure the continuation of effective poicy formulation and
 
Implementation. ASDG, as amended, provides a ttal of 12 work years of long
 
term resident technical assistance staff and 36.5 person months of short term
 
assistance.
 



Fundin8 Source (000 U.S.$) 
Oi l -Amendment 

Foreign Exchange Component SDP ESP SDP ESF Reobs 

Conditional Dollar Disbursements 14,627 14,373 1,300 1,905 3,765 
Technical Assistance 2,071 -- 300 -- --

Policy Studies and Related 759 -- 250 .. .. 

Seminars and Worshops -- --

In Service Training and Support 25 -- 50 .. .. 
Evaluation and Audit 150 --- 100 .. ... 

Total 17,627 14,373 2,000 1,905 3,765 

Policy studies and support as well as assistance in local currency
 
management and audit will also be funded from the local currency account.
 

F. Implementation
 

The executing agency for this program will be the Ministry of Plan.
 
The Directorate for Investments within that Ministry will coordinate
 
Management of Counterpart Fund (Local currencies) from the grant through
 
operations of the GON/USAID Joint Management Committee and its secretariat. A
 
"High Committee" consisting of the Secretaries General of the Office of the
 
President and other participating Ministries monitors the progress and reports
 
on implementation of policy reform measures. The most important of these
 

participating ministries is the Ministry of Agriculture, although
 
implementation of the policy reforms and local currency management also
 
involves the Ministries of Animal Resources, Environment and Hydrology,
 
Commerce and Transport, and Finance.
 

The technical assistance portion of the program includes an AID
 
contract for long term advisors and short term consultants. The contract is
 
with University of Michigan, which has subcontracts with Apt Associates and
 
Tufts University. Under the amendment, one work year of long term assistance
 
and additional short term assistance will be required. Technical Support to
 
Mission mechanisms and IQC contracts will continue to be used for short term
 
studies and evaluations beyond the scope of the Michigan contract.
 

The PACD remains September 30, 1988.
 

G. Program Benefits
 

There are three kinds of benefits, and three catagories of
 

beneficiaries, from the proposed amendment.
 

1. Macroeconomic Benefits. The macroeconomic benefits are
 

basically an extension of benefits already derived from the ASDG, namely,
 
increased foreign exchange availability to the public sector and the increase
 
In budgetary resources. The main beneficiary is the CON and, by extension,
 
the citizens and taxpayers of Niger.
 

2. Sectoral Benefits. This Is also an extension of the benefits
 

already derived from the ASDG In that resources which are transferred to the
 



counterpart fund are used to support ongoing development programs and
 
activities, The amendment will increase these funds, and thus increase the
 
absorptive capacity of the sector by providing the counterpart funds required
 
of U.S. and other donor programs. Since the counterpart contribution is
 
generally less than 10 percent of the total life of project cost, a $1 million
 
contribution from the counterpart fund to an ongoing or approved donor project
 
will have the effect of allowing a project costing $10 million or more to
 
operate. The beneficiaries here include the Nigeriens working for the
 
projects (thus increasing employment opportunities) and the people the
 
individual projects are designed to help, which will vary for each project but
 
will generally be farmers, fishermen, and livestock herders. The counterpart
 
fund has already contributed to the seed program by providing emergency seed
 
and by importing Improved cowpea seed. This directly,bnitdsm8-10
 
thousand farmers who used the emergency seed or the improved cowpea seed
 
during the 1985-87 crop years.
 

3. Policy Benefits. The people who will benefit the most from the
 
proposed policy reforms in the seed program are the people who produce (on
 
contract), market or ultimately use the improved seed. People who suffer from
 
a drought or other calamity and turn to the seed security stock to replenish
 
their seed stock will also be beneficiaries of the seed policy.
 

The number of beneficiaries who contract to produce seed for
 
the seed program was estimated to be more than 8,000 in 1986. As the
 
contracting is done increasingly through cooperatives, this number can be
 
expected to increase.
 

At this time it Is nearly impossible to estimate the number of
 
people who will benefit by getting involved in the marketing of seed and plant
 
material. In the past cereal seed has gone nainly to the security stock, been
 
distributed through productivity projects, been kept by farmers who distribute
 
some of the seed to other farmers. The amendment supports the draft national
 
seed policy, which proposes marketing and distribution through cooperatives
 
and eventually private merchants. Given the size of the country and the
 
number of villages, a conservative estimate of the people who may become fully
 
or partially employed in the marketing and distribution of seed could easily
 
exceed a thousand.
 

Finally, the ultimate beneficiaries are ...
. rmors who
 
purchase and plant the Improved seed. For millet CoXne the economic analysis
 
shows that the nation as a whole would "breakeven" (in toms of the economic
 
costs of seed production) if 590 metric tons were produced, sold and planted
 
on some 59,000 hectares. If the average farm size is 4 hectares this means
 
that some 14,750 farm families would benefit. This analysis assumes a
 
25 percent increase In yield due to the improved variety. If more seed i
 
produced, sold and used, the number of beneficiaries would increase
 
proportionally.
 

Ii. Summary Findings 

rrom the revicu nnd analysis of this document, USAID/NIger has found
 
that:
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1. 	The proposed program sector assistance and the provisions for
 
disbursing funds under the grant are technically, economically
 
and administratively sound;
 

2. 	The timing and funding of the program amendment are scheduled
 
appropriately;
 

3. 	Sufficient planning has been completed to Implement, monitor
 
and evaluate progress under the program; and
 

4. All statutory criteria have been met.
 
Design team and program review committee:
 

This PAAD amendment was prepared by:
 

Thomas Olson, USAID Agricultural Economist (team leader)
 
Frank Casey, University of Michigan Contract Team,
 

Agricultural Economist
 
Frank Martin, USAID Program Economist
 
Abbe Fessenden, USAID Program Officer
 
Sidney Chambers, USAID Project Development Officer.
 

The program review committee was chaired by Sidney Chambers. In
 
addition to the USAID staff mentioned above, its membership Included:
 

Ernest Gibson (Supervisory ADO)
 
Kevin Mullally(Deputy Supervisory ADO)
 
Steve OsaSbue (Controller)
 
David Lockhart (Executive Officer)
 

1. 	Recommendation
 

USAID/Niger recommends approval by the Assistant Administrator for
 

Africa of program assistance from Section 121 and Section 531 of the Foreign
 
Assistance Act, as amended, in the form of an Amendment to the Agriculture
 
Sector Development Grant for $7,670,000 ($2,00000 Sahel Development New
 
obligation Authority, $1,905,000 Economic Support Fund, and $3,765,000 of
 
reobligated Sahel Development Authority Funds.
 

The Grant as amended will consist of $35,970,000 for conditional dollar
 
disbursements tied to specific policy changes and $3.7 million for technical
 
assistance, policy studies and implementation support for a total of
 
$39,670,000.
 

II. Proaram Description 

A. 	Macroeconomic and Sectoral Problems
 

1. 	The Macroeconomic Situation
 

The debt crisis brought on by the collapse in uranium prices along
 
with the recession following the second OPEC price increase in 1979 will
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constrain Niger's economic development for years to come. The 1984 drought

exacerbated the uituaton. The Government of Niger has nevertheless
 
undertaken difficult stabilization policies to correct the Imbalances brought
 
on by the liquidity and debt crisis and the drought. Those efforta, together

with extraordinary donor support, stabilized the external and public budget
 
accounts but output levels remain below their pro-drought levels. Work Is
 
underway on a five-year development plan (1987-1991) which marks the
 
transition from short term, stabilization to long-term development. The
 
economic situation now facing policy makers in Niger ls
 

--	 GDP, adjusted for inflation, was lower in 1986 than in 1983 
although It was higher than In 1984/85; 

--	 terms of trade deteriorated In 1985 by 6 percent, reflecting a 
sharp decrease of livestock export prices of about 58 percent; 

--	 the overall balance of payments has not been positive since 
1983, cumulatively reaching a $113 million deficit since that 
time; 

--	 total foreign debt increased by 18 percent between 1983 and 
1985 to reach $752 million, leading to debt service ratios In 
excess of 50 percent; 

an overall fiscal deficit equal to 5 percent of GDP during the
 
drought and now only marginally below 4 percent;
 

dependence on foreign donors for the financing of all public
 
Investments whose 1986 level stands 12 percent below the 1983
 
level Innominal termst
 

--	 a small and weakened modern sector unable to employ the 
graduatis vho are no longer being absorbed into the public
sector. 

2. 	 Government Finance In the Agriculture Sector 

The budget consolidation aspect of the GON struct,.--' -sjustment 
program produced large reductions throughout the Invest- s.audget. The ASDO
and 	the earlier ASDG. by providing budgetary resout.4a to the CON, reduced the
 
severity of the budget cuts.
 

The 	counterpart funds are allocated to agriculture, livestock# and
 
foroEds)/i44tural resources activities Included In the Investment budget. The 
importance of the counterpart funds can be gauged by comparing the size of the 
resource transfer and the planned expenditure levels for Investments in
agriculture and rural development. This comparison shown that during the
 
general budget contraction the I(SIX/AS0 resource transfer to the CON

agriculture investment budget was almost 10 percent of planned expenditures of
 
the first year. The share rose to nearly 14 percent in1985. For 1986 and

the ematnder of the grant the share declines as the CON substantially

Increases in agricultural Investment and the value of the CFA increases via a 
vis the U.S. dollar. 
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3 41 2 

RSDG/ASDG
CON Investment Budget 

share of
Agriculturo and Rural RSDC/ASDG Resource 


Development Investments 'Transfer Column 2

Year 


21,656 2,101 9.7%1984 
3,000 13.8%


1985 21,712 

3,368 10.81


1986 31,215 

3, 600 97%


1987 


1988 figure based on request contained in this

(All figures in million FCFA. 

amendment.) 

These counterpart funds have a multiplier impact on investment 

levels since they, inmany cases, finance goods and services which are 
Thus had the 1985
prerequisites to the expenditure of donor project funds. 


transfer of 3 billion FCFA not taken place the agriculture sector investment 

budget would have boon reduced by more than 3 billion CPA. 

3. Agriculture Sector Setting and Constraints
 

Hore than three quarters of Niger is desert with the remaining savanna 

being suited for livestock and limited agriculture. The distribution of 

rainfall in the ecological zones largely determines production activities. 

favored zones along the southern fringe, rainfall to erraticEven in the more 
with fairly frequent years of reduced horvests.
 

Niger's principal food crops are ratnfed millet and sorghum grown 
3 and 20 percent of millet/sorghumfor on-farm consumption. Between 

Prices swing
prodaction is marketed depending on the size of the harvest. 
Copeas and peanuts are the most important
wildly depending on harvest siae. 


cover about 10,000 hectares, and a
dryland cash crops. Irrigation perimeters 
spreading area of icro-irrigation and recessional agriculture. tn good 

year#, Niger is marginally self-sufficient in cereals, assuming relatively 
normal comercial Imports of rice and wheat. 

providesAgriculture, including livestock, forestry and fisheries, 
Some form of agriculture is the principalbetween 42 and 47 percent of GDP. 

occupation of 90 percent of Niger's 6.6 million population. There are no 

alternatives to sriculture as the only possible engine for income 
Over the lona-term, per capita cropdiversification and development. 


production has declined and productivity has decreased. Crop production has 

extended into marginal areas, contributing to increasing soil erosion and 
reduced livestock carrying capacity.
 

Nigerien agriculture faces a large number of technical constraints# 
The two
 many of which concern availability and maintenance of soil fertility. 


the seed and plant materials production and distributionwbich met concern 
are, first, the current lack of far-tested eropriat technologies which 

result in clear, substantial increases in productiots (remarcb programs in 
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cereals are on the edge of releasing technologies which will result in
 
marginal increases, especially through agronomic practices). The second area
 
is availability ofneeded agricultural inputs, and factors of production,

including both improved needs and plant materials and the fertilizers,

pesticides and appropriate machinery to take advantage of the improved

varieties. Host of these are being dealt with in bilateral technical
 
assistance projects.
 

Niger is facing a policy debate which includes broadening the
 
definition of long-term food self sufficiency towards that of food
 
self-reliance and making better use of comparative advantage and income

generating activities. Nigor cannot afford substantial subsidies and must
 
udercake continuing efforts to improve allocation of human and financial
 
resource. Niger also needs to develop its capacity to survive periodic

droughts. All of these problems have major policy implications for the
 
existing seed multiplication system.
 

The original ASDG directed itself primarily at making and
 
implementing policy decisions in areas related to price disincentives, market
 
dislocations and subsidy constraints. The ASDG concentrated on:
 

-- Agriculture input supply subsidies and policies; 
-- Cereals marketing and distribution; 
-- Agriculture credit; 
-- Cross border trade; and 
-- Weak cooperative and private sector participation in the four 

areas above.
 

(For additional Information on constraints and policy program see
 
lI.C. and III below, FY 1988 CDSS, the ASDG draft mid-term evaluation and the
 
original ASDG PAAD, especially Annex H "Institutional and Policy Constraints
 
to Agricultural Development.")
 

8. Justification for the Amendment
 

The policy program proposed In this amendment Is consistent and 
congruent with th original PAAD and builds upon the same basic 
justification# The Mission chose program assistance for thra .€c reasons' 
which are just as valid today as In 1984. These can b- .....drizd as followss
 

First, almost 90 percent of the population of Niger depends upon
 
agriculture and livestock production for its income and subsistence, and the
 
government can no longer depend upon uranium exports for its growth and
 
4evotopaent. Thus, it Is logical to reorient public investment towards the
 
agriculture and livestock sector in order to increase food production and
 
promote export diversification. Livestock and cowpss are the most important 
exports after uranium, and the country has the potential for other export 
crops, particularly peanuts, onions, poppers, garlic, potatoes and cotton.
All of these crops depend upon a reliable supply of quality meed which does 
not exist at this time. The proposed amendment is aimed at establishing the 
policy framework necessary to Insure that incroeainS diversification of both 
food and cash crops as well as varietal improved seed Is available to the 
farmers of Niger. 
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Second, the agriculture and rural sectors have a limited capacity to
 

absorb investment. This is caused by inatitutional limitations, human capital
 

scarcity, inappropriate policies and financial constraints. The ASDG has
 

helped to increase the national absorptive capacity of the sector by financing
 

operating costs of projects which would have had to close down because of the
 

nations inability to meet its counterpart fund obligations. To date the ASDG
 

and the predecessor RSDG of FY 1983 counterpart fund has provided some $21
 

million Including interest to projects, including the purchase of emergency
 
seed and the importation of a new variety of cowpeas. The proposed amendment
 
will continue to provide counterpart funds, and support to the seed program as
 

well as other policy or productivity raising in 1987 activities. Without the
 
amendment there would be no-more ASDG funds available after the third trancho..
 
is released. This would make it almost impossible for some activities and
 
projects to continue.
 

Third, the Government of Niger has been taking significant steps to
 

restructure its public debt, reduce the role of the state and phase out many
 
parastatals, increase government revenues and generally rationalize its policy
 

framework. It has been meeting the conditions of the ASDG as well as the
 

IBRD's Structural Adjustment Credit and the IMF's debt rescheduling program.
 
The government has recently shown a significant shift in its policy emphasis
 
away from "food self-sufficiency" (meaning that Niger should attempt to meet
 

its food needs with domestic production) to "food security" (meaning that 
Niger should diversify and produce for both domestic consumption and export 
while importing or trading for those products not produced locally). In terms 

of the seed progra', the Government of Niger is at a crossroads as it moves 
from strictly cereals to diversified crops, especially for export and cash 
crops. The environment for policy reform and the political will to implement 

the necessAry policy changes is demonstrably better today than it was in
 
1984. Given the progress that the USAID-funded seed program has made to date,
 

this is an oppurtune time to have a major influence on the government's seed
 

policy and program.
 

The proposed amendment is a natural evolution of the seed program. 
There have been several analyses and reports done since the original PAD. 
From the very beginning, these analyses have all indicated that seed policy 
reform is necessary for the overall seed program to succeed, but so far the 
project has rightly focused on specific outputs, such as actually producing
 
seed, establishing an infrastructure for seed production, setting up an
 
organitational system and establishing a seed security stock. While the
 
project has accomplished these, and many other objectives, It has only begun a
 
long process to establish a national seed policy. The project level is not 
the appropriate level for policy negotiation.
 

One of the basic advantages of sector assistance over project
 
assistance is that itmy more easily achieve policy reform because it directs 

the policy reform at the appropriate level of policy makers. The Agriculture 
Sector Development Grant enables USAID to negotiate directly with the policy 
makers at the Ministerial level. Under the proposed smendment our leverage 
should be even greater because USAID has been the only donor for the seed 
program since its inception and has excellent rapport with GO officials
 
through the project. 
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USAID also has much more information and analyses on the seed program
 
than was available at the time of the PMD. The two Couvillion reports were
 
done in 1985 and 1986 and the Mississipi report was done in 1986. In addition
 
USAID has internal documents and records upon which to base further analyses.
 
Perhaps most important, the project produced a draft policy paper,
 
Avant-ProJet d'une Politique Semenclire Nationals in August, 1986, and USAID
 
and the Government of Niger held a three day seminar on seed policy at Namaro
 
in January 1987. These both stressed crop diversification, reduction of
 
recurrent costs and privatization
 

Finally, the amendment is consistent with the original PAAD objectives
 
of maiking'"more -agricultural iputsi avala ble to eu tpiewich 
reflect real economic benefits to the agriculture sector, promoting
 
cross-border trade of agricultural products and promotinS cooperative and
 
private sector participation in the supply of agricultural inputs. The
 
proposed seed program and policies are aimed at diversifying crop production,
 
Involving cooperatives and the private sector In the production, marketing and
 
distribution of seeds, and in reducing the recurrent costs of the seed program.
 

C. AID Agriculture Sector Development Grant Program
 

1. Relationship of ASDG Amendment Goals to AID Strategy in Niger
 

The AID program in Niger, as approved in the CDSS, has a long-term
 
strategy objective of increasing food production leading towards food self
 
reliance and increased Income. It has three medium term objectives:
 
structural adjustment, agriculture production, and health/family planning.
 

The Seed Program Policy Amendment contributes directly to the
 
USAID/Niger strategy objectives of structural adjustment by instituting
 
reforms that will allocate resources for agricultural inputs more effectively
 
and by establishing the framework for increased private/cooperative sector
 
participation in seed production and distribution.
 

The policy reforms will define more clearly the regulatory role of
 
the Government in quality control for seed and plant materials, and in
 
providing the necessary contingency plans and implementing measures for seed
 
security which Increase Niger's ability to cope with period ;'.uughts. They
 
provide the framework for decreasing direct state pa" .,pacionin seed and
 
plant material production, especially for cash cropi, and real decentralizing
 
of decision uking for production and distribution. It contributes to
 
agriculture production strategy objectives through policy reforms, and in the
 
concfrn through decentralization to the development of participatory self
 
managed organizations for seed multiplication and distribution.
 

The Agriculture Sector Development Grant is the keystone of USAID's
 
agricultural policy dialogue and sariculture/rural development program In
 
Niger. Its policy reforms are closely interwoven with thi bilateral
 
assistance program in &ariculture. ASDG supports the neccesary policies and
 
generates local currency, while technical assistance is supplied under regular
 
projects. Nowhere is this more important than in the agricultural input
 
policy component of the ASDG and the input supply restructuring (along with
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seed multiplication) component that form the backbone of the Agriculture
 

Production Support Project.
 

a. Structural Adjustment
 

USAID's medium term strategy for helping the Nigerien
 
Government improve its balance of payments and budgetary resources situation
 
consists of backing the structural adjustment process which is now under way.
 
AID concentrates on supporting sector policies which are conducive to
 
structural changes necessary to alleviate constraints imposed by debt service
 
obliaations and a limited resource base.. AIDfocuses on improvingresource
 
management and increasing efficiency of human and financial resource use in
 
agriculture/rural development and health/family planning, as well as expanding

the opportunity for resource mobilization In the private sphere.
 

AID's agriculture strategy in Niger stresses food production
 
and diversification through community-based self-managed development, with
 
emphasis on local management, private (and cooperative) sector participation
 
and utilization of improved technical packages. Its components are:
 

1) Implementation of the policy reforms under the ASDG;

2) Development of Niger's applied agricultural research
 

capacities and its linkage into extension;
 
3) Development of participatory self-managed organizations
 

through cooperative development and restructuring,
 
extension, seed multiplication, credit and input
 
distribution; and
 

4) Institutionalization of land use planning and measures
 
against desertification, and integration of these
 
activities into ongoing activities.
 

The goal of the original ASDJ, authorized in 1984, is "to
 
assist Niger to achieve its economic and financial stabilization program
 
currently in place under IMF auspices and to contribute to the goal of
 
increasing food production and farmers' incomes."
 

The goal is Atill valid as long as the objectives are broadened
 
to include the atructural adjustment program now underway as an outgrowth of
 
the successful stabilization program.
 

In general, by using sector grants, USAID programs concentrate
 
on policy changes, better resource management and increased efficiency of
 
human and financial resource use In agriculature/rural development and
 
health/lfamily planning. Policy reform and structural adjustment require

institutions to develop policies, Implement the reforms, monitor and evaluate
 
their effects, and modify them if necessary. The analytic capacity necessary

for policy reform will also contribute to better resource planning and
 
management. Strengthening the institutional capacity for policy analysis and
 
resource planning/management is an Important part of the strategy.
 

The original seed multiplication program was developed during

the uranium boom. It assumed that the GON would have high revenues, and that
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-- 

the degree of subsidy could be managed. In addition the program had vital
 
social objectives in providing seed security in times of drought which
 
justified a certain degree of subsidies. With the liquidity crisis of 1983,

and in subsequent analyses of possible economic stabilization and
 
restructuring measures, it became clear that the recurrent expenditure burden
 
of seed multiplication, as currently structured, is unacceptably high. It
 
thus has become an obvious case for Inclusion In the ASDG policy package.
 

In the case of the seed multiplication program, USAID has
 
provided technical assistance and support for equipment procurement and
 
construction under two bilateral projects. 
The program has also received very

substantial support from,PL 480 -counterpart- RSIDG andAS;.......
In revilewing
 
progress made, USAID and the Ministry of Agriculture agreed that while
 
technical progress was indeed meeting objectives in seed production, the
 
program was not using resources in a cost-efficient manner, primarily due to

policy related constraints. The Agriculture Production Support project, while
 
admirable in providing technical support and advice for seed multiplication

and production, was not oriented so that it would promote and implement the
 
necessary policy and structural retorms. USAID therefore decided after
 
cnreful consideration to include seed policy reforms under the ASDG.
 

b. 	Agricultural Production Objectives
 

The APS seed multiplication component contributes directly to
 
the agriculture sector strategy objective of developing self sustaining rural
 
organizations. It is an integral part of agricultural input supply and
 
distribution, which receives technical assistance and ASDG support on policy

issues as well as benefitting from ASIX generated local currency.
 

2. 	 Purpose of the ASDG and Amendment 

The 	original ASDG's purpose states that the Grant:
 

--	 promotes agricultural production by diminishing the policy 
constraints to development in the agriculture sector; 
provides resources to Niger to support ongoAng deveiopment
activities; and 

-- contributes towards economic stabilization Jirectly and acts to 
minimize the adverse impact on development programs of austerity 
measures Imposed by the Government of Niger in order to achieve its 
short-term stabilization goals. 

The purpose remains unchanged, with one exception. The CON has
 
succeeded in reaching its short term economic stabilization objectivesp and
 
has adopted a program for medium tem structural adjustmdnt. Therefore the
 
last section of the purpose statement will be revised in the amendment to reaJl
 

contributes towards structural adjustment objectives through

minimizing the adverse impacts of austerity and structural
 
adjustment measures on agriculture/rural development prograus.
 

In meeting that part of its purpose of reducing policy constraint& to
 
agricultural development, the ASDG encourages the CON to achieve a st of
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long-term policy objectives in five areas. This amendment adds a sixth area
 
covering seed production and distribution. The following list covers a11
 
six. The material in parentheses discusses the relattonship of the seed
 
policy objectives to the origtnal five agriculture policy objectives. If no
 
brackets appear after the statement the seed program will have a minimal
 
relationship to that particular policy objective.
 

a. 	Agriculture Inputs Supply and Subsidies
 

- "Increase the overall availability and uso of Improved 
agricultural inputs by adjusting prices and subsidies In a way 
that Increases aggregateagricultural production- nn igerand 
fully reflects production and procurement costs." 

(Seed multiplication Is heavily subsidized In Niger. Although a
 
number of cost reduction measures have been instituted already, it
 
is clear that substantial restructuring of this agriculture input
 
production and distribution system is essential This means
 
promoting decentralization Increasing autonomous decision making,
 
and reducing the role of the state in all areas of seed
 
multiplication except for the regulatory quality control field and
 
seed security.)
 

"Improve the responsiveness of products and suppliers ot inputs
 
to the farmers; in particular, encourage technological adaption

and 	provision of better quality and lover cost Inputs."
 

(The seed multiplication restructuring program is specifically

designed, through decentralization and encouragement of regional
 
specialization, to encourage responsiveness of the seed and plant
material production to needs expressed by famers. 1n particular, 
it encourages diversification into Income generating crops. It 
also helps spread technological adoption through the farmer 
contract multiplication programs, as well as establishing the 
framework for quality control of seed and plant material products.) 

--	 "Minimize the strain on Niger's investment and operating
budgets by shifting the cost of input production and supply to 
the private sector. 

(The driving force behind the policy reforms to restructure seed
 
production and distribution is precisely the need to reduce
 
recurrent costs to the Government and to shift production and
 
distribution costs to the private and cooperative sector. A clear
 
distinction needs to be made between support of social insurance
 
objectives, such as seed security, and general agriculture

production matters. Cereal seed multiplication is an expensive
 
business and serious efforts must be made to reduce the burden on
 
the 	general budget. The near term objective here Is reduction of
 
costs rather than full cost recovery. Major actions have already

been taken to reduce or eliminate subsidies on other agricultural

inputs, as well as reducing the overall subsidy bill. hilel mch
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-- 

of the gap Jn financing seed multiplication is met by donors at
 
present, these funds will not be made available indefinitely, and
 
there are many competing uses for local currency funds, including

agriculture investment budget needs.)
 

Promote the role and importance of cooperatives in supplying
 
inputs to farmers."
 

(Cooperatives are already heavily involved in contract seed
 
production and distribution. By decentralizing the decision making

process, the role of the cooperatives in establishing priorities

for seed and plant material production and distribution should
 
increase #asshould,priyate sector part IcpatIon.._..The approved.
 
legal and administrative framework which is the end of program

condition of the Amendment, must be sufficiently flexible to allow

for private enterprise to take over bulk multiplication and
 
distribution of seed/plant material for certain higher Income
 
generating crops.)
 

b. 	Seed Production aad Distribution Pogram
 

--	 Foster the availability, diversity and use of improved seed to 
expand agricultural growth and production in Niger; 

Establish a natICnal certification and quality control
 
regulatory system for seed and plant materials. This would
 
Include locally produced seed as well as Imported seed of any
 
variety;
 

--	 Encourage decentrulization and autonomous decision making In 
price and output lvvels for the multiplication and distribution 
of seed and plant materials. 

Minimize the drain on Government of Niger investment and
 
operating budgets by restructuring the seed supply system to
 
reduce per u,.
4t production and distribution costs and recurrent
 
costs.
 

Establish an cionomically feasible national seed isecurity

policy based o:u limited replenishment of seed stocks which are
 
lost as a result of localized natural disasters such as floods,
 
fires, disease and insect infestations or drought. This policy

should have as a sub-objective the reduction of per unit costs
 
and recurrent costs.
 

c. 	Cereals Price andl4rketing Policies
 

--	 "Reduce the cost of supplying cereals to the urban sector and 
to northern areas of the country." 

N"ore effectively support producer prices for cereals and
 
reduce intra-sesonal price variations."
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--	 "Reduce the cost of marketing the country's emergency food 

I
reserves 


--	 "Increase farmer incomes and export earnings from agricultural 
production." 

(If diversified seed is promptly delivered to farmers, it should
 
contribute directly to increased farm income. The movement towards
 
producing seed for income generating crops should give an added
 
contribution to deversifying farm income.)
 

-- "Establish a sound social and financial basis for delivering 
agricultural credit to Niger's farmers." 

--	 "it. Increase the ability of farmers to repay loans obtained 
for agricultural production by increasing access to improved 
inputs and by ensuring the econcmic use of these inputs." 

(This policy objective should contribute directly to increasing the
 
ability of cooperatives and private enterprises to improve services
 
to farmers.)
 

e. 	Cross border trade
 

--	 "Promote increased production and exports of cowpeas and 
livestock as alternatives to excessive dependence on uranium
 
for 	foreign exchange."
 

(Cowpeas are one of the major crops for multiplication and
 
distribution, so a restructured seed program should provide
 
considerable long-term benefits in the form of increased cowpea

availability for export. The diversification of a restructured
 
system into other Income generating crops such as onions, garlic,
 
peppers, potatoes and tomatoes should also contribute to increased
 
exports In the lonS-tarm. There is an export market for high

quality onion seed.)
 

--	 "Increase Incomes of crop and livestock producers." 

(See above)
 

--	 "Promoted Interregional trade, particularly with Nigerien and 
other neighborinS countries as a first line of defense against
 
failures in the region."
 

(See above)
 

--	 "Promote registration of exports." 
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f. 	Cooperative and Private Sector Involvement
 

--	 "Promote more cooperative and/or private trader participation 
in the supply of agricultural inputs." 

(One of the major objectives of the decentralization of seed and
 
plant material production and distribution is to encourage private

and cooperative sector participation In seed production and
 
distribution of income producing crops in particular. In the very

long run, in this type of activity, the policy objective is to have
 
the State ensure seed security arrangements for staple food crops,
 
and also provide quality control regulatory services.)
 

--	 "Encourage the evolution of cooperatives as grain marketing and 
storage intermediaries." 

In addition to developing and maintaining a policy conducive to the
 
growth and development of the agriculture sector, the ASDG and Its amendment
 
also have the objective of making available additional resources for the
 
Government of Niger. These resources, in the form of a dollar transfer, will
 
go into a special local currency fund to maintain implementation of
 
agriculture, forestry, land use planning and livestock development activities.
 

3. 	Program Amendment Outputs
 

Within the framework agreed upon by the Government of Niger and USAID,
 
the ASDG assists the Government of Niger's Ministries of Agriculture, Animal
 
Resources, Planning, Commerce and Transport and other related agencies to
 
achieve the policy reforms as amended, namely:
 

a. Reorientation of the agricultural input pricing and subsidy
 
policies and restructuring of the offical Input Supply Agency (CA). (Original.)
 

b. Establish the framework and prepare action plans for
 
restructuring and diversifying the seed and plant material production and
 
distribution system, including establishment of a national certification and
 
quality control regulatory system. (This amendment.)
 

c. Promotion of competition in grain marketing through the
 
liberalization of official marketing agency and pricing policies (b. in
 
original PAAD.)
 

d. Promotion of competitive in grain marketing through the
 
liberalization of official marketing agency and pricing policies. (c. in
 
original PAAD.)
 

o. Appraisal of the country's agricultural credit situation
 
particularly in the Informal credit market. (d. in original PAAD.)
 

f. Increase In cooperative and private trader participation in the
 
supply of agricultural Inputs; border trade of livestock, cowpoas and other
 
agricultural products; and internal grain marketing and storage. (a. in
 
original PAAD.)
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4. Program Amendment Inputs
 

The amendment, like the original ASDG, has three input components:
 
(a) conditional dollar transfers to local currency, (b)the use of local
 
currency derived from the sector grant through the dollar transfers and (c)
 
technical assistance and in-service training formanaging the program,

including monitoring the policy implementation, conducting policy studies,
 
strengthening policy analytic capacity and evaluating the impact from policy
 
changes.
 

a. Conditional Dollar Transfers.
 

This section remains the same as In the original PAD.
 

b. Local Currency Component
 

This section remains the same as In the original PAAD. it
 
should b: noted that local currency has already been used to fund parts of the
 
seed progi m and it is expected that part of the amendment will be so
 
allocated.
 

c. Technical Assistance and Policy Studies Monitoring
 

This section remains the same as in the original PAAD, but It
 
should be noted that some additional technical assistance will be provided to
 
help the government of Niger formulate a comprehensive national seed policy,
 
reduce the recurrent cost burden of the seed proSram, and rationalize the
 
organization and structure of the seed multiplication and distribution system.
 

This input category will be financed Ly Increasing the foreign

exchange component from $3 million to $3.7 million, with $700,00 coming from
 
the amendment.
 

d. Summary of AID inputs Cost.
 

(000 u.s.$) 

Foreign Exchange Component Current A~reement This Amendment 

SDP _...ESP SP SF RB 

Dollar Disbursements 14,627 14,373 1,300 1,905 3,765 

Technical Assistance 3,0-- 700 

Total 17t627 14o373 2,000 1,905 3,765 
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III. Program Specific Analysis
 

A. MacroeconoUic Analysis 

1. overview, 1984-1986
 

the 1980'The Government of Niger has spent the decade of 
The market for uranium collapsed In
 confronting a series of economic crises. 

1981. In responsep the Government took the difficult steps necessary to 

reduce the domestic financial imbalances and re-establish a viable balance 
of 

payments position. The Gov6.nuent developed an adjustment program that
 
- expndiurei anIncrease In-the tax-effort, ainclded cutbicks i-publlc

reduction in domestic government arrears, measures designed to improve the 

financial performance of public enterprises, a substantial deceleration in 

domestic credtt expansion, atid restraints on foreign borrowing. Following the 

adoption of these adjustment measures, the balance of payments situation
 

improved significantly. Unfortunately, the trend toward an improved balance
 

of payments situation was interrupted by the 1984 drought and the Nigerian
 

border closing which caused the deficit to be much larger in 1985.
 

The consequences of the drought were felt throughout the economy.
 

Cross Domestic Product (GDP), adjusted for inflation, fell by almost
 

17 percent in 1984. Output reductions took place in all sectors of the
 

economy except government, with the rural sector having the sharpest decline.
 

Real GDP increased in both 1985 and 1986, by 5.5 percent and 3.0 percent
 

respectively. This growth was largely due to Goernment of Niger economic
 

policy reforms and a sharp recovery in the agriculture and livestock sectors
 

following the improvement in weather conditions. The rate of inflation,
 

measured by the GOP deflator, has been reduced to below 7 percent. Despite 
progress in boosting output and restraining Inflation the economy has not yet 

The nominal levels
reachieved the pre-drought level of output in real terms. 


of both public and private investment are less than pro-drought levels.
 

Capital formation as a percentse of GDP has fallen from 15 percent to
 
not
10 percent. Uranium output Is at 70 percent of its 1980 level and is 

The
expected to increase in either volume or value terms in the near future. 


government budget shows large deficits throughout the period, with some
 

improvement in the deficit/GDP ratio from 8.4 percent to 7.8 percent.
 

External financing provides the funds for 85 percent of the budget deficit.
 
Exports and imports are below their 1983/84 levels. The trade balance deficit
 

increased sharply in 1985 reflecting emergency food imports. The 1986 trade
 

the same as 1984; 6.3 billion CPA francs. Debt
balance deficit is 

reschedulings and official transfers are required to support current import
 

Miger's balance of payments stroile will not be viable until the
levels. 

1990's. In the midst of this sequence of economic crises, the ability of the
 

program target since 1984
Government of Niger to achieve every IK 

demonstrates the will and ability of policy makers to carry out and Maintain
 the country'sthe structural reforms that are designed to restore balance in 
economic structure.
 

2. Dimensions of the Economic Difficulties 

a. The Drought
 

The direct effect of the drought on the rural sector alone
 
It caused
accounted for 11 of the 17 percent reduction of real GDP in 1984. 
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dissavings in the oubsiatence economy by depleting grain reserves and
 
decreasins herd site. Capital formation, particularly in the form of
 
livestock, was reduced by losses due to death and premature destocking of
 
animals. The impact of the drought on livestock ismore serious on future
 
potential than virrent output. The drought also aggravated the country's
 
income distribution, both between the rural sector and the modern sector as 
well as within the rural economy. The income distribution offect was
 
especially pronounced for the livestock subuector whose terms of trade
 
(livestock vls-A-vis grain) were worsened. According to available estimates,
 
the drought lowered rural Income by more than 50 billion CPA francs.
 

in additon to its direct effect on the rural economy, the 
drouthtiiad imliatos n h Higer financial1 and-adjustment program tfrough 
its effects on the balance of payments and government finance. The drought 
contributed to a larger balance of payments deficit (8.5 billion CPA francs 
larger). This was due to a combination of reduced exports (livestock and 
cowpes) and increased cereal imports. Its impact on the balance of payments 
would have been much larger (an estimated 34 billion CPA francs Instead of 8.5 
billion CYA francs) if It were not for much larger official transfers in the 
form of food aid. 

With respect to government revenue, the direct effect of the
 
drought was on the local government revenue which represents only a small 
portion of total government revenue (less than 5 percent). Because of the
 
subsistence nature and relatively tow tax rates, the revenue effect from the
 
drought was Insignificant. On the expenditure side It was estimated that the 
drought had increased government spending by 0.7 billion CPA francs. The
 
drought was estimated to contribute to a larger budget deficit by 1.5 billion
 
CPA francs. This was due to the Inability of the Grain Marketing Agency to 
sake previously scheduled repayments to the Treasury and thus reduced
 
government receipts.
 

b. border Closure 

Niler also faced the closure of the Nigerian border from 1984 
to March 1986. The border closure created Inconveniences for trade and 
officially foreclosed the most Important market for Nigerlen agricultural and 
livestock exports. However, observations Indicate that the economic effect of 
the border -losure uas substantially offset by a strong economic incentive for
 
trade created by the serious exchange rate distortion between the Naira
 
(Nigerian currency) and the CPA franc. No eslmatea of thl effect of the
 
border closure on trade flows are avaiiable. Its effect on customs receipts 
was estimated at 0.5-1.0 billion CPA irarncs. 

c. hiblie Finance 

Current expenditures fell in 1985166 by 2 percent and rose by 
5 percent In 1986187. Interest payments are the fastest growing line Item In 
the current budget, equal to 24 percent of current expenditures In 1986/S7. 
Capital expenditures increased over the previous year In 1965 and 1986 after a 
two-year period of falling capital expenditures. The public Investment budget 
has yet to rain tho 1982/63 level. More than 90 percent of the investment 
budget is financed by external funds, 40 percent loans, nd 53 percent grants, 
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Revenues have increased 7.7 percent annually since the
 
drouiht, Custom duties and non-tax revenue account for the increase, Revenue
 
growth in1987/80 vii depend on growth of the tax base since the government
 
does not intend to introduce any new tax measures. Domestic revenue efforts
 
are able to cover only 55 percent of total government expenditures and
 
90 percent of current expenditures. External financing is crucial to 
continuation of public Investment spending and it contributes to curren.o 
spending. The magnitude of the fiscal deficit (7.8 percent GDP) guarantees 
that external financial assistance will romain essential to the stability of
 
the government budset for the medium-tern future.
 

The Government has taken a number of revenue-raisin& and 
expoditure-containing measures to reduce the fiscal imbalance. Revenue 
measures includes the introduction of a value-added tax in 1986 an increase 
incustoms duties, stamp duties# and registration feest increased profit
 
margin on petroleum products concomitant with drop in world oil prices.
 
Expenditure measures includes a reduction in scholarships and subsidiesl 
Improved expenditure controls; ln1tod #ovrmvat hiringi *nd no 
cost-of-living adjustment. 

d. klance of Payments 

Niger's trade balance laproved between 1962 and 1984. The 
deficit on trade account declined from 57.9 btilloz CFA francs to 6.3 billion
 
CIA francs, due to import contraction and export expansion. Tho drought's 
Impact on the trade data appeared in 1965 when exports fell J5 percent and 
i'vorts increased to 14 percent producing a trade deficit of 46.3 billion CPA 
francs. The share of cereals in total Imports increased from 8 percent to 
26 percent. 1986 saw a modest recovery In exports (0percent) and a sharp 
drop in imports (22 percent). Imports other thon cersele and petroleum 
products lncreased 1.5 percent. The trade deficit in1986 was 6.3 billion CTA 
francs. 

Balance of payments projections for the remainder of the decde 
indicate that the deficit on the trade balance will widen beyond the 1986 
level despite the fact that imports will increase at approximately 5 percent 
annually while the rate of increase for exports is projected to be 7 percent
because the bas, levels of Imports Is so sch higher than exports. Official 
transfers are projected to increase sufficiently to keep the current account 
balance within 20 percent of its 1986 leveh Long-tem capital inflows to the 
public sector are projected to increase during this period such that the 
financing pp of the overall balsnce is eliminated by 1990. These projections 
highlight the importance of external financing n just eIntaintng the Inflow 
of goods and services leaving aside the debt problem for the ment. Export 
receipts are 83 percent of the cost of Imports and non-interest service 
payments. Export growth is haored by the lack of diversification in 
exportablts and climatic conditions. Adjusting import levels to foreln 
exchange availability derived from exports woal force a contraction In 
imports essential otr increases in CDP. For the remainder of the 1980's the 
alternative is balance of payments support by donors. 
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e. Foreign Debt 

Niger's debt service remains heavy; the ratio of public debt
 
service to exports of goods and non-factor services was 48.2 percent in1986
 
before debt reschoduling. The ratio was reduced to 32.9 percent by 
rescheduling. Niger rescheduled debt via the Paris and London-Clubs in 1983, 
1984, 1985, and 1986, The share of outstandinS debt which is not eligible for 
debt rescheduling (as a proportion of total external public debt outstanding)
 
has increased from 48 percent in 1982 to 57 percent in 1985. In addition, the 
share of debt outstanding already rescheduled with the London and Paris Clubs
 
was It percent in1985. Thus, by 1985, eore than 68 percent of total external 
-public debtvaanot -eligible for reschduling or had already Ween 
rescheduled. Total disbrsed debt outLtanding at the end of 1985 was $752 
million.
 

The Government Instituted a strict external debt management 
policy which prohibits contracting or guaranteeing any now nonconcessional
 
loans with 4 maturlty b4 ven 0 and 12 years. The Government will stress 
investment projects financed by grants rather thanloans whenever possible. To 
Improve debt wnsAment, any new loans contracted or guaranteed by the 
Government after Harch 1986, as veil as any drawing asainst loans contracted 
by the Government, w!ll require the authorization of the Minister of Finance. 
These policies have produced the following changes in the structure and ters 
of nov loan comltents between 1984 and 1985; average interest rate declined
 
from 4.6 percent to 2.8 percent, average maturity increased froe 22.8 to 28.6 
years, average grace period Increased from 6.2 to 7.7 years, and the grant

element Increased from 42 percent to 56 pecent.
 

Notwithstanding these efforts, debt service on medium- and 
long-tere debt will increase In1987 to $200 million, up from $180 million in 
1986 (before reschdultaA). For the period 1987-1990 debt service will 
decline 9 percent annually, tased on the current level of disbursed debt. The 
results of combining the balance of payments projections and the debt 
repayment projections show an annual financing Sap of 10 billion CPA francs. 
Closing the tap will require continuing the annual debt rescheduling exercises 
or increoasin official transfers beyond the high levels already contained in 
the projections. 

3. Recovery Efforts
 

a. Development Planning
 

in 1984 the Nigerien authorities began the consolidation of 
public investment spending with the Implementation of the 1984/85 program of 
consolidation. Under the consolidation progrm the level of spending was cut 
by about 20 percent. Italso re-oriented more spending toward the directly 
productive sectors and less toward administrative Infrastructure (government 
buildings), telecomunications, and socal services. There Was also added 
mphasis on economic policy. 

in fiscal 1985 the Government also adopted an Integrated 
investment budget approach together with the concept of a 'rolling plan' 

23
 



(programmation giasant@). With the World Bank assistance, the authorities
 
completed an initial three-year rolling Investment program (1986-1988) of
 

275.5 billion CFA francs. The emphasis was in the area# of agricuttural and
 

rural development, Industry, trade and comerce, and maintenaice or
 

rehabilitation of selected existing prijects Instead of new projects, as well
 

as giving priority to maintenance in the transport sector.
 

The Introduction of the three-year rolling public Investment 
proSram constitutes a major Improvement in investment programainS. The 

structure of the investment program is based on sectoral strategies prepared
the Corernnt and- t. of eeonaI c.i.Ju&LILfIcLtion,-ofongoing... by r4 H,,S -af.t 

and newly committed projects. The share of the productive sector will
 

increase from 38 percent of investment expenditures ii 1984/85 to 48 percent
 

In 1987/88. Rural development Investments show rapid growth from 26 parcerz
 

of Investment expenditures In 1984/85 to 40 percent In 1987/88.
 

The 1987-1989 edition of the rolling three-year Investment 
program will be Incorporated Into a five-year development plan. The focus of 

Niger's economic policy is shifting from drought recovery and financial/fiscal 
imbalancea to longer term development strategies, with the five-year 
development plan (1987-1991) as the centerpiece. The plan, to be published in 
the summer of 1987, will be structured around four prioritlest 

consolidation and enlargement of the country's economic base;
 

strengthening of the capacity for indigtnously-led developments
 

strengthening the efficiency of development Institutionsl and
 

Improving the external and public finance accounts.
 

Concurrent with the drafttng of the five-year plan, the 
Government issued a policy document, the Programse Significatif de Relance 
(PSR) to announce and to begin to put into effect the policy shifts which the 

five-year plan will elaborate. The PSK is an action plan which specifies the 
public policy changes that will be undertaken to revive the economy of giger. 
The general thrust of the program Is that the role of the state is to provide
 
a regulatory and fiscal environment which facilitates private sector
 
investments and production. The financial sector (public and private) Is to
 
make available sufficient credit to perutt the ptJvate #ector to un4,rtwkt a 
hihr level of Investment. In exchange for this offer of support to the 
private sector the Government expects a scrupulous adherence to Its laws and
 

regulations by the private sector, especially as regards taxation and customs
 
administration.
 

Based on what is contained In the PSK one Can expect the 

five-year plan to accord some emphasis to the building of a tariff-protected 
industrial sector, curtail civil service growth, concentrate public Investment 

In infrastructure and other types of sodtol overhead capital, and look to the 

private sector for directly productive investments in asriculture, industry,
 
and totrce.
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Niger has had an IV standby agreement each year since 1984, as 
Well as a compensatory financing facility in 1983. In total these programs 
have transferred 71. million SDRs to Niger. The IMF program is mainly aimed at 
achieving financial stability. The programs each contained a set of fiscal 
measures, monetary and credit policies, and balance of payments policies. 
Through the end of 1986 all the program conditions have been met. 

The Government and the IMF have agreed to a standby and a 
.. ructur" 4----4dju# t04ae fty -.- 987, -A1n_T.AL7.mi .; 23.914c1 f.y-tr-4 lot onS_ 
million SDRs for the standby and 15.8 million SDR for the three-year
 
structural adjustment fucility. The program for 1987 seeks to foster
 
conditions of Increased private sector activity by reducing the structural
 
obstacles to economic growth. The scope of price controls will be narrowed, 
marketing arrangements will be liberalized, and the public enterprise sector 
will be reformed to Improve Its financial position and operations. At the 
same time, the increase In public sector investments and their continued 
emphasis on the productive sectors, will gradually expand the productive 
capacity of the country. 

c. Vorld Rank Program 

The World Sank and the Government of fiqer developed a 
structural edjustment credit program In 1986. The protram will continue
 
through 1908 and dlsbursements will total $60 million. The objective of the
 
program is to increase the efficiency of resource use by addressing key
 
structural problems of the economy through an economic rform prolram. 
Specifically, the program deals with three structural roblems. The problem 
of public r~sorce snagemnt is addressed by tc.-trturing current 
expenditures towards materials and supplies and away from salaries, by higher 
rates of cost recovery and by Improved debt management. Secondly, public
 
enterprises are to be reformed by revistng economic Incentive policies,
 
improving their legal and Institutionat framework and selected privatization
 
and divestiture efforts. Finally, the structural adjustment program calls for
 
the same agriculturai policy changes as the Agriculture Sector Development 
Grant; Ifberalitation of cereals marketing, reductiofn of agricultural input 
subsidies, And Improvement of the agrIcultural credit systes. 

A. Relationship betwen the Macroeconomic Situation and AID Sector 

The relationship detailed In the Progrm Assistance Approval Document 
remains valid for this amendment. The uranium bust (and the ensuing debt 
problvm) and the drought retarded efforts to Increase domestic resource 
mobillation. The #xlsting economic base of the country is Incapable of 
generating the resources needed to Increase, or even maintaln, the level of 
Investmnt required for economic growth. Equally Important, recurrent costs 
of existing programs and projects Are not mot. These constraints are felt 
throughout the economy but have a special force In agriculture, the workplace 
of 90 percent of the labor force@ and the source of 33 portent of GOP. 
increasing labor productivity, via improved Inputs and techniques, is the key 
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to income growth in Niger. Durins the next five years Niger will be
 
its development efforts.
completely dependent on foreign donors to continue 


In the framework of Niser's budget and investment restructuring toward 

recurrent coasts and the productive sectors, AID's counterpnrt fund allocations 

will increase the level of absorptive capacity In agriculture and contribute 

to rural income growth.
 

B. Agriculture Sector Analysis and the Niger Seed Program
 

1. Backjround and overview of the Niger Seed'Hultiplication,and 
Production Progra 

The agriculture sector is clearly the most important in Niger. It
 

provides food and fiber for the nation and employment to approximately
 

90 percent of the labor force. It will almost certainly continue to play a
 

significant role in income generation and in meeting the basic food
 

requirements of the population for years to co'e.
 

Unfortunately, Niger's resource base is very poor, with generally poor
 

soils and rainfall varying widely from year to year and from region to
 
a major factor that constrains
region. This variability in rainfall is 


To make
adoption of output-increasing technologies by Niger's farmers. 


matters worse, the rain statistics show that the average total rainfall, the
 

number of days of rainfall, and the length of the rainy season have all been
 
The isoheyts have actually moved manydeclining over the past few decades. 


kilometers to the south. While the past two crop seasons have been very good
 

in terms of the timing and distribution of the rain, the total rainfall has
 

been below average. In 1984 Niger was hit by a severe drought which nearly
 
halved the agricultural production.
 

Given the above, plus the Increasing population pressures on the
 

cultivable land, the Government of Niger has sought to raise production by
 
This isimproving the yields per hectare through the use of modern inputs. 


why input supply policy was one of the first chosen under the ASOG, and why it 

continues to be Important. It is also why USAID now choses to expand the ASDO 

by including seed policy at a time in the development of the seed program when 

enough progress has been made at the project level for input at the policy 
level to have a major impact. 

The first major stop to develop an organized system for seed production 

taken with the USAID-funded Niger National Cereals
and supply in Niger was 
Project (NNCP). This project was designed shortly after the major drought of 

the early 1970s as a comprehensive tearch production-economic improvement 

program. Its main objective wo to increase the productivity and economic 
in case of
status of traditional farmers and to provide reasonable safeguards 

another prolonged drought. Among its components was the seed program, based 

on drought-related disasters and a realization of a shift in climatic patterns 

to shorter growing seasons and less rainfall. The seed proIra wtas justified 
generated throughin term of the economic and social benefits that would be 


replacement of traditional varieties of stalln, crops with higher yieldion
 

and/or more yield stable (e.g., drought and pest resistant) types.
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The seed program was also seen as necessary 
if the benefits of crop 

improvement research, another major component 
of the NNCP, were to be made 

The national agricultural research
 available to the farmers at large. 


organization, INRAN, had already had some 
success in identifying local
 

a shorter period of time on less rainfall and
 varieties which would produce In 


had breadtng programs to improve the quality 
and uniformity of these
 

r


of the irproved varieties were not oultiplied, 
dist rib4-ted' and ultimatly
varieties. This crop improvement research would have no benefits 

if the seeds 

planted by the farmers. 

vluatlons iEs-:the-,fatiluro-to .and ..-..of the problems cited In report 

define 4 national need policy with clear roles 
and responsibilities of the 

This isa classic example of
 
agencies Involved In seed production and supply. Mny sub-€ompone.....casethiblity Of 4relatively small (in this 
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-t lte .h...altn a 

Phase I of a longer term program. Phase It 
UP'± NN(C was essentially 

the Niger Cereals Researchtwo main pyojectstI. 1901 snd consists ofstarted 
research and crop improvement, and theonProject (N(V). whatrh focused 

Agricultural Production Support Project (APS), 
aimed to continue "expansion
 

to achieveservice# needed 
4n4 Isprov it otI the o4tional-lovel supporttng 

It ha six mainAriculturl production."muatalnabl. icrearin iIn 
input distribution, cooperative training, 

COM.'centf; apriculturol extenston, 
use and seed gultiplc4ton. To 

e.neiitix, Itfrtlliter research and nd
 
simpliy. t1w N(K vas designed to help develop the "technical packages", 

the 41s via t eignA to help Oliver them. 

APS continued the activities begun
11S-4 M,htipliC4tio component )t 

On two 4feast Improvements In 
I, 6erI(iCl4ly IWOusd'irr tb- but 

le!or) policies (e@peially seeo production, supply planntinl,
national seed multiplication:ori 4Uo r 4uprvislon), and1 iprovnhents at tw 

efficiency and Ai fectiven t rosponlivefess to 
rpnlter levol in e* ,rtiona| 

the swd progrom outlined 
of 1'ekIti project-lovel objectivesfi :er compI~i~tS=av# hqa hi~4 sewrai sIiftnt 

of a country-wideessential infraotructurhirsi. It euiablMh#4i the 
five seed multiplication centers 

kc#t1 prdra/d,t* ustry. lIws Included 
seed farm (ISP) with adequate land and 

(' s) ind a rouodatlon 
4 #0!1 corps of trained personnel and a growlig

tfrIlttr, 
of the role oand ieport4bc of I prved #e.

' 'Nre.t~tio. 
illet seed alone4u'ikM, it prAuipeo cereals leeds -- some 4.0 it of 

In !itieb 

Woll Seed Council Ad 4 oound
1tr. It #otiblIhed4 hat 

the f4thIol S~ed Service, the 
oigr# ,lhatt1oi,1 trwcturo whih IeWide, 

fponent (10AN), the W and portmental S.d Committee 
ree *rti 

hrrleIt prvlrd tposloo %ervic04 to mor# tthat So*AM roatrat seed 



Fifth, it gave production credit to the contract growers and to the
 
many farmers involved in the seeds-for-grain exchange program last year.
 

Sixth, it supplied fertilizers and other inputs to thousands of
 
contract seed producers in 1985 with payment to be paid in seed/grain.
 

Seventh, the seed program Ibandled the emergency programs for millet and
 
cowpea seed importation and production during and immediately after the
 
drought.
 

Eighth, the seed program has established a national security seed stock
 
for millet as insurance against devastating drought. This stock
 
reached more than 1,500 MT of 1st and 2nd choice millet seeds in 1986.
 

A glance at the above list of accomplishments shows that the seed
 
program sponsored by USAID has been called upon to do much, much more in the
 
development area than Is strictly required to produce adequate quantities of
 
improved seeds, and it has performed quite well.
 

2. Major Constraints in the Sted Program
 

As the seed program was born in the aftermath of a national disaster,
 
so has it continued to face many constraints. These are detailed In tha
 
report, "Seed Hultiplication and Production in Niger" by the H.suissippi State
 
University (MSU) team. The section which follows will summarize the major
 
constraints, particularly as they relate to policy reform and the Agriculture
 
Sector Development Grant.
 

a. Unclear Goals
 

One of the major constraints pointed out by the Mississippi
 
State Team and earlier documents is the lack of clearly defined 0sals for the
 
national seed program. While the basic rationale for the seed component of
 
the NWCP and APS is sound, the team pointed out that the primary role of a 
seed program In Niger should be the orderly and periodic replacement of crop 
varieties with Improved types, and not seed supply per so. Farmers, after 
all, have been saving seeds of sell- and open-pollinastedcrops such as rice, 
wheat, sorghum, beans, covpeas and peanuts, and open-pollinated varieties of 
cross-pollinated crops such as maize and millet for planting since the 
beginning of agriculture more than 10,000 years ago. It is only for crops 
such as vegetables, forage and forest species, and for h b Id varieties (which 
require seed renewal every plantig), th.t the main role oa seed program or 
industry can be the supply of seeds pero. Since farmer-odved seeds of 
traditional varieties are usually no astMlfactory for planting as those 
available In the market, farmers Wave little incentive to buy or barter for 
seeds of the same variety they have been planting. The advantages and 
benefits of supplied seeds as compared to saved seeds for most crops are 
related to inherent or genetic suporiority 4nd not higher germnaution and 
phyxical purity. 

Another goal ot the seed progrom i to inoure a wecurity stock
 
of seed. In 1Igor this was Interpreted os 4 national stock of ove 10,000 HT
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which would be capable of replenishing seed lost to major catastruphies. In
 
most countries this ista secondary role limited to replenishing seed stocks
 
lost as 4 result of localized natural disasters such as floods, fires, dsease
 
and insect infestations or drought. The security seed stock concept is
 
peculiar to the Sahelian region and must be considered as a form of insurance
 
in the national interests to soften and shorten the impact of deveptating
 
droughts. This role is clearly In the public domain and should be carefully
 
defined and separated from private sector activitiess The security seed atock
 
should nft simply be the seed left over after the sales or distribution of
 
regular seeds.
 

Other goals which were not a part of the original seed program 
design but -which-arc-now Included in-adraf t national s-eed-.policy -rn crop. 
diversification and reducing the recurrent costs of the seed program. 

The 	amendment seeks to address this problem by requiring the
 
Government of Niger to clearly Identify the goals of a seed program. USAID
 
supports the assertion of the Mississippi Team that the goals of the seed
 
program in Niger should continue to be "the systematic multiplication of seed
 
of improved varieties up to the quantities needed for periodic varietal
 
replacement by farmers, and to help in rehabilitation efforts after local 
national calamities through supply of seeds to replenish lost stocks." The 
draft policy identifien these two same goals Js the malin priorities, adding 
only that seed should be multiplied for improved varieties of different cropa, 
thus introducing crop diversification. 

b. 	Unclear Roles for Public and Private Sectors
 

Under the seed program to date the primary responsibilities
 
have rested with the state. The role of the private sector has been limited
 
to contract iarmers producing M2 or H3 seed and most of the final output has
 
been old directly to other projects with little if any of the improved seed
 
going through privte marketing channels. In many developing countries such
 
as India, Pakistan, brazil or Egypt the private sector is heavily involved In
 
input supply and product marketing and they have all eventually established
 
policies relating to the roles of the public and private sectors in seed
 
supply, seed pricing, seed quality control, crop improvement research and so
 
on.
 

The amendment calls for restructuring of the seed
 
multiplication nyntem and allowing decentralized and autonomous decision
 
making. It recognizes that seed security Is a public good and rightfully the
 
responsibility of the state, but also that with crop diversification,
 
especially into crops such as onions, potatoes and various vegetables, there
 
is a role that can be played by the private sector in both the production and
 
marketing of seed, There Isalso a clear role for the state in quality
 
control and seed certification.
 

e. 	Onclear r amonthe public sector agenciesl, epecially with
 
r i-to kptingrkand distribution
 

The organitatlonal otructure of the seed program in Niger Is
 
sound and hao changed very littlo, since it was designed during the HNCP
 
years. his structure i 4s follows1
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National Seed Council: policy, broad direction, guidance,
 
assurance of adequate cooperation, coordination and support.
 

National Seed Service: coordination, supervision and control
 
of the seed multiplication and production.
 

INRAN: (national research institution) development of Improved
 
varieties and associated elements for the "technical package",

maintenance of varieties and production of MO seed, technical
 
assistance to NSS as needed.
 

SMCs: Seed Multiplication Centers for seed production and
 
conditioning activities and operations coordinated# supported

and supervised by NSS, routine management by Departmental
 
Director of Agriculture CODA). DDA to eventually control and
 
manage the SHCs under NSS guidance and supervision.
 

DSC: Department Seed Committees to adapt and shape the overall
 
seed production plans to the needs and capabilities of the
 
Department.
 

This structure primarily relates to cereals seed production.
 
The roles of the different agencies and their responsibilitiels In the
 
critical area of seed marketing and distribution were not and have not been
 
well defined. The seed produced to date has largely been distributed through

other development projects, various "extension" type programs and emergency
 
programs.
 

A basic objective of the amendment and of the draft policy is
 
to "harmonize" the various actors in the seed program with regard to
 
production, marketing and distribution. The Mississippi Team also noted that
 
the costs of seed production could be reduced significantly if the seed
 
program was relieved of the extraneous responsibilities of input supply,

extension, credit and emergency programs. 
This implies that the agencies

charged with these responsibilities must become more effective and efficient.
 

d. Ineffectiveness of existing organization
 

While the organizational structure as designed is sound, it
 
remains a "vision". For example, the National Seed Service has little
 
authority, few resources and essentially no operational mandate to coordinate
 
and/or control activities even If it had adequate :taff, which it does not.
 
As presently positioned in the organization frame, the SS Is a service is on
 
a lcier level than the agencies with which It has to deal and, obstensibly,
 
coordinate, namely, INKAN, ONNA, UNC, etc.
 

As another example, the National Seed Council meets only

infrequently and often members are represented by various substitutes, or the
 
membership changes as people are reassigned to new positions. As a result a
 
secretariat for this Concl was never developed, which leaves little
 
institutional memory or consistency between meetings.
 



The 	draft policy and the Namaro Conference both pointed out the
 
need to upgrade the National Seed Service and give it more authority. The NSS
 
would play a key role in determining seed needs, formulating production plane,
 
supervising production and controlling quality, etc. The Mississippi Team
 
pointed out that to give the NSS more authority Implies some control over the
 
allocation of resources for seed operations (e.g., budget).
 

e. 	The need for the seed component of the APS project to
 
compensate for the delays, defLciencies, and short-falls in the
 
other agencies in the system.
 

.As -noted-above, the seed-component ofthe APS project has been
 
called on to do much much more in the development area than that strictly
 
required to produce adequate quantities of improved seeds. In addition to
 
being a stratght-forward seed production and supply program, the seed program
 
of the APS has included extension services, production credit, input supply,
 
emergency programs and security seed stocks* This, of course, greatly
 
increases the costs of the seed program and the per unit costs of the seeds
 
produced. in most countries the seed program Is essentially confined to
 
producing, conditioning and distributing seeds. As the extension, input

distribution and cooperative development components of the APS progress (and
 
as other government programs improve, such as credit, marketing and research),
 
the 	seed component will be relieved of these additional responsibilities and
 
costs. This will, however, continue to require sound government policies and
 
coordination among the components of the system.
 

These problems are really best addressed at the project level,
 
and 	in fict the APS has components which deal with the key agencies involved.
 
With regard to agricultural credit the ASDG has already conducted an
 
exhaustive study of rural financial markets In Niger and the Government is
 
well underway in moving toward a system of cooperative credit and savings
 
institutions at the village level. The proposed amendment deals directly with
 
the 	security stock issue.
 

f. 	There is currently no system of certifying seeds and Insuring
 
quality control.
 

To address this the amendment proposes a conlition precedent to
 
establish a national certification and quality control regulatory system for
 
seeds and plant materials.
 

9. 	Only limited progress has been made in millet and sorghum
 
variety improvement.
 

Up to the present time research In Niger and nearby countries
 
has not resulted In dramatically improved varieties of rainfed millet and
 
sorghum. he Improvements resulting from research have been modest given that
 
millet and sorghum are already well adapted to the poor soils and rainfall
 
conditions of Niger through centuries of "natural selection". The technical
 
assistance InUSAID's agricultural research projects is concentrating more on
 
identifying bettor performing, more drought and disease resistant varieties
 
which reduce the farmers risk and Increase the stability of production. Some
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improved varieties of millet and sorghum require considerable high cost
 
fertilizer and other inputs as part of a "package" to maximize production,
 
although other Improved varieties increase yields marginally with no
 
additional inputs.
 

Modestly improved and purified local lines combined with more
 
promising agronomic practices and rational use of other agricultural inputs
 
should increase farmers' productivity. Multiplication and distribution of u
 
number of these improved varieties will require a seed multiplication program
 
to give the farmer access to a range of seed varieties to meet different
 
conditions-and reduco-vulnerability-to drnughtand-disease.-.
 

The lack of any significant break-throughs In millet and
 

sorghum Improvement has resulted in a slow rate of acceptance by farmers.
 
Farmers will be reluctant to replace the varieties they use until the
 
"improved" varieties demonstrate significant increases in yield and yield
 
stability. Such an Increase Is a necessary, but not sufficient, condition for
 
a successful seed program because there are a number of other factors which
 
impede the adoption of new varieties in the Sahel (see section 3.a. below on
 
demand).
 

In 2985/86 a new variety of cowpea was introduced that was
 
developed In California and tested in Senegal, but this was part of a program
 
to "revitalize" cowpea production after the drought. The intensive field
 
testing stage is beginning this crop year.
 

Varietal improvement Is a research Issue. USAID is currently
 

supporting the Niger Cereals Research project and is developing a follow-on
 
project which would expand to irrigated crops and more diverse export or cash
 
crops. The amendment will promote crop diversification both for food security
 
and income generation purposes. Niger is one of the few African nations which
 
has a seed multiplication system in place that can take advantage of new and
 
diverse varieties as they are developed.
 

h. Unrealistic seed production targets
 

The seed production targets set forth in the APS project are:
 

-- 50 MT of M2 seeds produced by each of the 5 SMCe (on its
 
lands) annually. Total a 250 HT.
 

-- 60 MT of M3 seeds produced by each SHC annually through 
arrangements with 100 or more nearby contract seed growers. 
Total a 300 MT. 

- 10,000 HT of M3 seeds produced through the CPTs 
(village-level training) annually, which would amount to about 
33 percent of the total annual requirement for millet seed In
Niger.
 

These targets, especially the 10,000 HT to be produced through
 
the CPTas, are operationally unrealistic and technically Inappropriate. Given
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the limitations in personnel, transport and even facilities in Niger It is 
not
 
possible to produce, condition and package 10,000 MT of good quality seed. 
Even if this were possible, there is no assurance that these seeds could be
 
disposed of (i.e., sold) in such a manner as to assure that they would
 
actually be planted.
 

The inappropriateness of those targets also points out the
 
problem of projecting effective demand, which should be the basis of all seed
 
production targets.
 

a------This_problemw-Ispartially-addressed.An __the&.amendmentby

requtringa plan for decentralization and autonomous decision making in price
an output levels for the multiplication and distribution of seed and plant
 
materials, and partially in the other sectors of the ASDG which abolish

uniform national pricing and move toward regional pricing. Each center would
 
be able to determine its own rate of production based on its estimate of
 
effective demand. Also, Pach center would be required to attempt to reduce
 
per unit production and distribution costs. For the seed security program the
 
Mississippi Team recommended greatly reduced targets as appropriate to insure
 
the preservation of the well-adapted gone pool of improved varieties and to
 
supply seeds to the worst affected farmers. Since a seed security stock is a
 
public good, the Mississippi Team recognizes that it has high recurrent costs
 
that will require continued public funding (l.e., subsidies) but also makes
 
several recomendations how to reduce these costs.
 

1. Project-level types of constraints
 

The Mississippi Team report also points out several
 
project-level types of constraints. However, they note that the need for the

seed component to take on extension, credit, input supply and other
 
responsbilites (see a. 
above) must be taken into account inassessing its
 
progress, accomplishments and social benefits. The team concludes that
 
overall the seed component has made good progress and that the leadership

within NCP has been very good. The types of constraints and problems they
 
noted at the project level included the lack of personnel (especially trained
 
personnel), agronomic problems of production, problems of management and
 
supervision (especially In ensuring that the farmer contractors are following

the recommended cultivation methods and are keeping the seed fields separate

from the grain fields, etc.), and logistical problems.
 

Under the ASDG there will be funding for technical assistance
 
to help with some of these problems, and also there will be local counterpart

funds for operational costs. Most of these constraints will 
be handled at the
 
project level, however.
 

J. Recurrent Cost Problems
 

USAID is the major donor involved with the seed program in
 
Niger and the APS project ts the only project involved with seed
 
multiplication and distribution. 
however, given the organitational structure
 
and the number of agencies involved, the Government of Niger also makes
 
substantial contributions in terms of personnel and logistics. The
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Hssissippi Team Identified a number of ways in which the recurrent costs of
 
the seed program could be reduced, but the major recommendation was improved
 
management in the production, conditioning and distribution of sed. This
 
would result in lower per unit costs of seed. Better management Implies that
 
there is a clear, well defined national policy with commonly accepted goals
 
and clearly understood and accepted roles and functions. A detailed list of
 
cost reduction measures is In the Mississippi report.
 

3. Economic Analysis of Constraints to Seed Production and Distribution
 

Running throughout the constraints listed above are the economic
 
aspects of the seed program. This analysis will focus on millet seed since
 
that has been the main emphasis of the seed program to date. This includes
 
the demand for seed, the oupply of seed and the marketing and distribution
 
system. From the public sector view the objective is to analyze ways of
 
increasing efficiency by reducing the recurrent costs and budget burden while
 
from the private sector view the oLlective i tn analyze the potential for 
profitability and thus for privatization of corponents of the seed system. A
 
more detailed economic analysis of the millet seed program is presented in 
Annex D.
 

While this section focuses on millet seed production, it should be 
noted that the seed program is at a crossroads where it is looking to 
diversify into other types of seed production, particularly cowpeas, peanuts,
 
onions, potatoes and vegetables. This is consistent with the Government's
 
direction of crop and Income diversification. The production and demand
 
factors will be very different for each crop and cannot all be lumped together 
in this analysis, although the marketing and distribution channels will 
probably overlap and be able to benefit from economies of scale. 

a. Demand for Seed
 

The seed business, like any other business, depends upon
 
effective demand. Effective demand is not only the desire of farmers to have
 
improved seeds, but perhaps most importantly, their financial ability to
 
actually purchase the seed. The latter depends upon prices (both of the input
 
and the output), credit or subsidy, timing and availability, nd the farmer's
 
perception that the risk of loss or failure will be justified by the increased
 
returns on his investment.
 

The mJor problem In estimating demand for H3iseed is that 
information on actual use (planted seed) Is not available. Up until nov
 
selling Mi3 seed has not been a problem because the major client has been the
 
security stock program and other donor-funded projects, At the recent seed
 
policy conference at Namaro the Government of Niger indicated that actual use 
of Improved H3 seed appears to be very low. Now that the security stock for 
millet Is constituted, demand determination is even more Important because 
further benefits from crop Impruvement research will be measured by the degree 
of replacement of traditional varieties. There needs to be more work on 
estimating deMd xnd sctual H3 use by region and by type of sood. A good 
starting place would be to analyze the results of a 1976-1979 survey an 
Improved seed use and demand. Inaddition, the Monitoring and Evaluation unit 
of the APS project is Implementing a study on demand and use and full support
 
should be given to this effort.
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Improved estimation of demand levels viii require timely
 
gathering and analysis of market data Including actual sales, the needs of
 
specific projects, farmer acceptance by variety, and comparative yields by
 
variety. Demand projection should b done on a regional basis, The 
departemental seed committees must estimate demand as one of its critical 
functions. Firm advance orders should be obtained from cooperatives,

productivity projects, and merchant# vheauuvt polaihI.o. However, It should be 
noted that itwill be difficult to interest private traders in making advance 
orders of improved seed for the some reason liven for privitliation of the
 
fertiliser markets traders will respond to farmer demand when the rainy 

.­,
..... a,declared-iteelf or--r the risk-of-cot Setting paid. Consequently, . 
inthe near term one would expect full-tim traders to be primarily Interested 
In the seed business Inareas of the country where sufficient rainfall Is 
guaranteed or In irripted areas.
 

b. Supply of Seed
 

-- The Production Sustem 

In thotr final report the 14SU team determined that the 
Government of Niger cereals seed multiplication/production system nov Inplace
isappropriate for varietal replacement and that the facilities for seed 
collection, conditioning and storage are adequate, or will be fully adequate 
when replacement of worn equipent and additional storage are completed. The 
major concern related to continued public sector Involvement inseed 
production t reducing the costs of current operations for M.,K2, and M13 seed 
as well as divorsfiatrton into nov crops. 

The N5U team has suxented that the current seed production 
targetS, especlially the l0O.00 NT of 1) to be produced through the CPTs, are 
unrealistic and technically Inappropriate. Given current resources it is .t 
possible to produce, cordition. and rackase 10,000 XT of good quality M)sed4. YVntif productio was possible, Itcould not be assured that 10,000 NT 
of 8) varioties would be actually ranted. Actual production has fallen far 
short of the gsal. 

From a technical standpoint there isno good reason to replace
33 percent of M3 millet seed each year. Given the production enviroament and 
the limited marginal increases obtained with new varieties, the 811U team 
recomandod that the following short-term production goals should be sets 

1985 *rea target ts I 
Crop planted o 19865 area Sed Needed 

,ilet 30162010 It (,o0oo0 o 1.500 NT/year
I rghum 1,410226 it ( 22,600 ha.) 350 Ni/year
CovPeas t,6,337 2( 31,00'W ha.) 800 T/year
Penute 142,062 it 7,100 has) 700 MT/year 

Kven the appropriateness of these reduced targets would depend 
on the rdte of fsrmer 4ccrerance of improved varieties, Productlo, targets, 
and dama4,#will Intreoas if vry superior seed varieties are released and/or 
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hybrids are Introduced. Since the seed program has not dealt with other crops
as sugested in the plan to diversify seed production, It ts very difficult, at 
this time to estimate demand or production targets for other crop seds. 
Production of Hi and M2 seed has varied a great deal. The highest yields 
between 1977 and 1986 for K2 seed was 750 XTo for 8roundnuts, 620 iTe for 
covpeas, 325 MTa for sorghum, and 920 HT& for millet. 

-- Costs of Production 

Production costs are discussed on the basis of on-farm couts 
borne by contract farmers and those multiplication costs borne by the 
Government of Niger seed centers. The costs of seed center multiplication are 
divided into N3 and NZ operations. Itshould be noted that to date the costs
 
of production by the contract farmers aro ultimately absorbed by the seed 
centers (the Government) because the seed centers purchase a11 of the seed 
from the contract farmers. 

- On-Far Costi. 

To date only two estimates of on farm production costs for 
improved H3 seed have been carried-out (Reeser, 1980 and Couvillion, 1985).
Only the Reser report calculated net roturts and results indicated that It 
wam more profitable for farmers to multiply sorghum rather than millet seed. 
keturas to millet seed production was marginal, and negative for cowpeas. The 
mseager data on post 1450 firmer costs and returns to production constitutes an 
important information gap for analysing the profitability of seed 
multiplication by contract growers. To fill this pp the APS project ts 
plannlng a survey to make better estimates of on-fars costs and deand. 
USAID/NIger recoemends that the evaluation of the now cooperative seed 
multiplication activity at Hamdallaye collect cost Information. 

- Seed Center Coats 

The majority of cost estimates for seed multiplication have 
been carried-out with reference to the seed multiplication cOnters 
(Couvillion, 1985 and 196). Two cost estimates for il, I1I, and 13 seed have 
been prepaered for each year between 1983 and 19851 one which Is comprised of a 
financial analysis of variable costs and a second which includes variable and 
fixed costs asocisted with amrtiution of equipment and Infrastructure. In 
addition, the purchase of NI seed for KI production and the value of NI plus 
KI seed for I production have been Included in the second cost calculation. 
An analysis of these costs and detailed tables are presented in Annex of 

One of the objectives of the Meedment and the seed proSram is 
to reduce recurrent costs. The costs per kilogram of seed produced have 
varied tremendously over the years, and from center to center during the same 
year. This reflects the nature of the environment and the variability of 
rainfall in Niger. it also indlcates that there ts great potential to reduce 
costs as Indicated in the MlS report. 

The M l report ststed that the cost of running all the seed 
meltiplicatio centers in 1985 came to over 487 million FCPFA R,ever, this 
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does not Include the cost of adminstririon from the NCP headquarters which
 
would bring the total cunsiderably higher. 

Nevertheless, from a social benefit/cost point of view, 
substantial economic benefits can be realized. Table I below attempts to
 
determine the economic breakeven levels necessary both In terms of area 
planted to improved millet seed and the production that would be necessary to 
cover this area. This table assumes a 25 percent yield Increase due to the
 
Improved variety with no additional inputs as shown in rows A and C and the
 
benefits are calculated for this increase._!07.. The aros. revenue gain per.. 
hectare (row E) is the result of multiplying this gain in averae yield (row

C) by the going market price In Deceaber. The net revenue gain per hectare is 
obtained by subtracting the cost of seed from the gross revenue gain. Row H
 
is the cost of running all the seed multiplication centers In 1985 as
 
mentioned above.
 

Thus, the breakeven level in terms of area planted Is 
determined by dividing the cost of producing the seed (row ii)by the average

net revenue Sain per hectare (row G), and the seed production needed to plant 
this area to determined by multiplying this by the seeding rate of 10 kgs per
hectare. 

It should be noted that the above analysis assumes that all the 
seed produce4 is purchased and actually planted by the farmers. The nation as 
a whole would "breakeven" In terms of the economic expense if 590 metric tons 
of millet seed were produced, sold and planted using the 1985 data, or 646 
metric tons using 1984 data. This does not Include the benefits from 
producing sorghum, peanut or cowpea seed.t"if more to produced and planted,
the benefits would Increase proportionally. In fact, In 1986 the SNCs 
produced 1,290 Ts of first choice, cleaned millet seed and marketed 1,084 Ts
through cash Pales, credit and In-kind exchanges. Over 1,500 HTs remain in 
storage as a security stock* The ISU team concluded that "the seed 
multiplication program far more than covers Its financial losses throuh
 
social benefits raified by Nigerien farmers and consumers on improved millet 
sed alone." 

From a financial analysis of the seed program the results are
 
very difterent. At the 11956 "lei price of 90 FCUA/kS, the seed centers would 
se4 to produce and sell 5,419 HT of Improved seed In order to break even 
tinanially. ThTri'Mplies that either the cost per unit produced/sold needs 
to be greatly itduced or that a subsidy will be needed to cover these 
financial costs, or both. Another alternative Is to increase the Ies price
of the seed, but this then Increases the cost and risk to the farmer, reducing 
the demand and requiring an even greater yield increase before a farmer vill 
make the Investment. 



Table 111.1. Social Benefit/Cost Breakeven Analysis
 

Item 	 Unit 1984 1985
 

Yield 	Coefficients
 
A. Average Miller Yield kg./ha. 257 458 
3, 	Increase in Yield
 

from improved seeds percent 25 pct. 25 pct.
 

from Improved seeds ka./ha. 64.25 114.5
 

Net Revenue from Yield Gain
 
i. Market Price 	 FCFA/k8. 130 80
 
E. Revenue Gain/ha. 	 FCFA/ha. 8,352 9,160
 
F. Cost of improved seed VCFA/ . 800 900
 
C. Net Revenue Cain/Ha. FCFA/ha. 7,522 8,260
 

H. Cost of producing M3 at FCFA
 
all SHCO (1985 est.) (000) 487,730 467,730
 

Economic Dreakeven Levels
 

I. Area planted to improved
 
varieties to cover costs ha. 64,579 59,047
 

J. Seed production needed to 
plant area in I.above Mr 646 590 

eeaeenneenblop~mee~neenmefleeflefeeeen 	 ee enne e eeeeeeeefee enne 

Ntoe Assumes 25 percent yield gain from improved millet variety only. 

c. Marketing and Distribution System for Seeds
 

The marketing and distribution of improved seeds is somwhat 
different at each stage of seed production. The major clients for breeder 
(MO) and foundation seed (HI) are the seed ua":.plication centers. For M2 
seed the major clients are also the seed centers, but it is proposed that 
cooperatives take some role In the multiplication of M2 as veil. The major 
producers of H3 seed are currently contract growers. It is proposed that 
production of M13 be mainly carried out using contract growers but under the 
cooperative system and that the major client should be other farmers. Private 
sector participation is recommended for distribution of Improved M3 seed. 
because the major problems have been related to marketing improved seed to 
farmers the emphasis is placed on marketing and distribution of $3 seed. 

With increasing stocks the cereal seed program must live more 
attention to marketin sand distribution. To a large degreo the 1M3 see4s 
produced have been distributed through other development projects, or in the 
case of illet, have been used to compile a seed security stock. The proposed 
amendment supports the draft national seed policy to use a variety of means 
for seed marketing and distritutiont cooperatives, private merchants, 
porastatals, productivity projects, etc. 
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For M3 millet, over 1000 ?Ts were sold in 1986. In 1986 there
 
was a quantum leap In H)3 cowpea seed stocks available for marketing but in
 
1986 only about 6 percent of cowpea seed bought in 1985 was sold. All peanut
 
seed purchased from growers in 198 was resold to farmers in 1986 (77 MO.).
 

Other major marketing problems of M3 seed have included the
 
lack of funds to transport seed from the multiplication centers to cooperative
 
warehouses, the lack of information to farmers so they can judge the
 
performance of new seed, and the lack of credit for farmers to buy seeds.
 
......ese r areas W ng-addressed In the AmeS or theASDGorboth. . . . 

lia. existing seed marketing and distribution system needs
 
improvemat if returns to seed research and multiplication are to Increase.
 
Although largo amounts of M3 seed were distributed through cooperatives

through an In-kind exchange system (1.5 kis of grain for 1 kg of improved

seed), no one really knows how much was actually planted.
 

Cash sales of 43 grain seed remain very low. In 1983, of 600
 
HTs for sale by the project, only 300 MTs were sold. Cash sales or credit
 
sales reimbursed in cash for groundnuts and cowpes made up nearly all farmer
 
purchases. 

For cowpea and peanuts the marketing and distribution problem 
is formidable because there is no plan for security stocks and they store very
poorly. hSU has suggested an in-kind exchange program using millet and
 
sorghum and engaging a consultant for formulating details of a marketing
 
program in collaboration with the NCP, The Directorate of Marketing, and
 
private merchants. 

The program for in-kind exchanges for M3 millet seed (started 
in 1986) should be continued. Although costly, the program increases the use 
of improved seed by farmers. This may be considered a social benefit in that 
where the risk and cost to the government are higher, the social returns from 
expanded farmer use of improved seeds offset these costs. Hlowever, the 
politically motivated seed-for-grain program will not generate the desired 
economic benefits if the seeds are not planted.
 

The HSU report has sugesnted that a pilot program of cash sales

of H) seed through existing private markets be aggressively promoted for 
cowpea and peanut whit* continuing In-kind exchanges of millet seeds where 
there exists a clear demond by farmors. 

The seed sold through private channels must bc recognizably 
more attractive than market grain and should be cleaned, conditioned and 
packaged. Covpeas especially should be treated to control storae and seedbed 
pasts because they are likely to offer substantially improved germination and 
seedling vigor as compared to bruchid-lnfested market covpea grain. 

It is for these reasons that the amendment is proposing a 
national certification and quality control regulatory system for seeds and 
plant materials. This would guaranto the consumer that the meeds being
prchasd wore of a certain standard and quality with a minimum germination 
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rate. This is part of marketing, which could Include packaging seeds in bas
 
of appropriate size for the majority of the farmers. 

Incentives must be given to seod sellers. One way to do this
 
would be to set wholesale prices for seed and leave the determination of the

retail sales prise to private merchants. HSU recommended pilot programs in
 
Hiamey, Maradi, and ZUnder areas with a follow-up evaluation by the APS
 
monitoring unit.-


C. Proiram Imnat 

1. Macroeconomic Impact of the Amendment 

The macroeconomic Impact of the sector assistance will come from the
 
increased foreign exchange availability to the public sector and the
 
consequent increase in budgetary resources, as was the case for the original

grant. The ASDG allows Niger to increase the level of Imports above that
 
which would have been possible otherwise. The proposed increase would equal

10 percent of the anticipated foreign exchanSe financing Sap in the 1987
 
balance of payments. The impact in subsequent years should Include higher

levels of cash crop exports made possible by the use of improved seeds

Introduced as a result of the new seed policies. Higher levels and greater 
diversification of exports will support both higher Import and rural income
 
levels.
 

The local currency g#nrated from the cash transfer will be deposited
in a special local currency account and programmed In support of development

activities in agriculture. These funds can reduce shortfalls in Government of
 
Niger contributions to projects' recurrent costs. Such shortfalls are due to 
the weak public finance situation which constrains the amount of budgetary
 
resources allocated to the sector. Low productivity limits the revenue yield

the Government can obtain from domestic production. The local currency

account augments the Government's revenue-raising capability without 
exacerbating the public debt problem. The local currency spending will take 
place in the sector that has become the leading element of the Government's 
long-tem development strategy as well as one of the three components of the
 
World bank s~ructural adjustment credit program. 

2. Agriculture Sector Impact of the Amenient 

This amendment wil have an Impact In several ways and at several 
different levels in the agriculture sector. 

At the Ministry of Agrit,iture the amendment will provide technical 
assistance to help design a national seed policy and prepare an action plan to 
restructure and diversify the seed multiplication system. This wiil include 
restructuring various components within the Ministry to be more ufective. 

Within the seed multiplication system the amendment viii result Ja an 
action plar to restructure the seed and plant material multiplication centers,
with a :pecial emphasis on decentralization and autonomous decision making in 
price and output levels and reducing recurrent costs. This should eventually 
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result inmore efficient and effective production of seed and plant materialst 
reduced government expenditures and Increased availability and diversify of 
seed and plant materlsla to the farmer. 

At the level of the seed centers, the 4twendmnt will result in an
 
action plan which will permit Increased private sector and cooperative

participation In thw production and distributiun of seed and plant materials.
 
Technical assistance will also examine ways to better utitse the private
 
sector and cooperat.!ywe Inseed._production and 41stributwo, This Is
 
e.pe-aicuy Important as the system diversifies into new crops such as onions#
 
potatoes, garlic, etc.
 

The amendment will have an Impact on the seed marketing and
 
distribution system by providing for a national certification and quality
 
control regulatory system for seeds and plant materials. This will have the
 
effect of product differentiation, ensuring that the seeds met status 
standards and qualifications. This is very Important In establishing consumer
 
confidence and loyality.
 

Finally, if all the above are achieved, the amendment should ultimately

have an effect on farmer's crop yields and Income levels as they use improved

varieties and quality of seed In their fields. This would translate Into
 
Increased national production of food and agricultural products, thus movies
 
towards the goal of food security.
 

IV. Prollrss Inpelntatton 

A. Overall Implemntatton Responsibilities
 

This sector assistance program will continue to be comprised of two
 
groups of activities under the proposed amandmenti (1)policy implementation
 
and Its support activitiesi and (2) management of local currencies derived
 
from the grant.
 

I. Governmnt of Nior
 

The "ligh Committee, chaired by the Secretary General of the
 
Office of the President, and consisting of the Secretaries General of
 
participating ministries, ts responsible for sonitoria and reporting on
 
Implementation of policy reform measures agreed to in the grant. 

The Ministry of Plan is responsible for use and accounting for 
local currencies derived from the grant. Within the Ministry of Plan, the 
National Investment Fund Office will continue to program, monitor and account
 
for allocation and use of local currency (fre the grant counterpart funds).

The joint COR/USID Management Committee and the Secretariat will continue to
 
coordinate activities and prepare necessary reports and documentation related
 
to the counterpart component.
 

2, AIt 

USAID's Aricultural Development Office will continue to manage the 
progras and coordinate its lpNewntition with the Progrm Office. The 
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program steering committee, established under the original program, will
 
continue to monitor and evaluate the program. The committee I comprised of
 
the Agricultural Development Officer, who is the chairman of the committee, a
 
financial analyst from the Office of the Controller, an agricultural
 
economist, and a macroeconomist. The specific responsibilities of the
 
comimttee remain as ,iecribed in the original PAD and Project Grant Agreement. 

I. mplementatio ,ofPolicyo.eform 

Under the original Agriculture Sector Development Grant, the Government
 
of Niger agreed to modify its sectoral policies during the life of the rrogran
 
in the areas of pricing and marketing, input subsidies, input supply system,
 
credit, border trade with Nigeria, and cooperative and privato sector
 
promotion. Undo the proFosed amendment, the policy reform program will be 
broadened to include policy reform for the restructuring and diversification
 
of the seed and plant material multiplication system. The specific actin to
 
be carried out co achieve the seed policy objectives are described in t,,.-

Program Description (Section 11) of this amendment.
 

I. lmplementatior tesponsiblities
 

Government of Niger
 

Under the original ASDG Program, the Ministry of Rural 
Developwat (MD). Office of Program and Studies in coordination with the 
Ministry of Planning was the agency responsible for policy Implementation. 
Hoever, in 1985 the MRD van reorganized Into two ministries, the Ministry of 
Agriculture and the Ministry of Animal Resources. These two ministries are 
now the principal agencies responsible for policy implementation and will 
continue in this capacity under the propoed amendment. Their responsibities 
Includes 

- onitoring the program of policy reforms; 

- carrying out the necessary policy studies, assessments, 
seminars or workshops aimed at achieving Intended policy
 
reforms
 

ensuring or coordinating the issuance ot necessary
 
admlnistrative decrees for policy implementation from
 
appropriate ministries or agencles; and
 

coordinating Inter-ministerial reviews and evaluations of the
 

policy reform program.
 

AID
 

The Agricultural Development Office, with the support from the
 
ateering tommittee will 4ontinue to be responsible fort
 

monitorins the policy reform program and preparing reports for
 
USAID and AIDlVashlngton as required under this programl
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.. 	preparing and reviewing with the Government of Niger any
 
changes or revisions in the grant agreement;
 

coordinating and carrying out the nucessary reviews and
 
evaluations to ensure that policy reforms are properly
 
implemented.
 

2. 	Policy Implementation Schedule
 

The revised indicative policy implementation sciiedule is as followas
 

Action 
 Month/Year 

Grant Agreement Amendment signed --------- ---------------- April 1987 

Conditions Precedent for third tranche met-------------------------April 1987 

25 percent of OPVN reserve stock replenishment/ 
turnover made through tenders and bids from
 
cooperatives and merchants accomplished.........-------- ---------- D.ec. 1987
 

Village-level storage of OPVN's grain stock
 
rises toward the target of 5,000 tons--- ......----------------- -Dec. 1987
 

Semi-annual progress report submitted and reviewed
---------------- Dec. 1987
 

20 district-level markets covered by radio broadcasting-------------
Dec. 1987
 

Average rate of subsidy on agricultural
 
inputs reduced to no more than 25 percent- ---- De-. 1987 

Preparation for plan of action to be undertaken during 
the next fiscal year to reach policy targets begins---.......... Dec. 1987 

Provide USAID with an action plan to achieve policy
reform for the restructuring and diversification of 
the 	seed and plant material multiplication system.----------.---..Dec. 1987
 

Issue statutes, arrlths, and/or administrative decrees
 
necessary for a national certification and quality

control regulatory system for seeds and plant materials.---------- Dec. 1987
 

Prepare a plan for implementation of the
 
proposed policy changes that will be executed
 
prior to the completion of the ASDG.- .... ------.... ...De. 1987
 

SenF-annual progress report submitted and reviewed ---------........ Dec. 1987
 

End-of-Program evaluation-----.....---------- --------- July-AS. 1988
 

Village-level storage reaches 6,000 tons---------..............- .-Sept. 1988
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75 percent of all district-level markets
 
covered by radio broadcasting-- .......------- Sept. 1988
 

Average rate of subsidy on agricultural
 
inputs reduced to no more than 15 percent----------.------................--Sept. 1988
 

Semi-annual progress report submitted and reviewed------------------Sept. 1988
 

C. 	Conditional Dollar Disbursements
 

The 	dollar disbursements for local currency generation under this
 
proposed sector assistance program amendment will continue to be conditioned
 
. .onevidence-othe-Government oft-Nijer's progress in carrying the-policy­
reform program described in Section II of this amendment. To date two 
trenches of $10 million and $9.5 million have been disbursed. Disbursement of 
a $12.5 million tranche ts imminent. The fourth tranche of $6,970,000, to be
 
provided by the proposed amendment, will be conditioned on evidence that the
 
Government of Niger has satisfied the conditions set forth In VI A. of this
 
amendment.
 

The following performance criteria indicators are also the remaining
 
conditions precedent to further dollar disbursements. The GON's record in
 
meeting conditions precedent has been good to date. USAID agreed to postpone
 
complete fulfillment of only one requirement pertaining to the export of
 
female cattle, and that because of the 1984 drought.
 

Table IV.
 

Performance Criteria !ndicators and Targets
 

Indicators of Progress Made in Targets of Policy Reforms
 
Policy Chanes
 

Before Release of Third Tranche
 

1. 	Appropriate actions taken to develop 1. Average rate of subsidy on 
the agricultural input supply agency asricultural inputs reduced to 
(CA) toward a cooperatively owned thirty percent (302) of the 
Input supply entity in competition delivered cost of the inputs
with other merchants and traders in
 
the private sector
 

2. 	Increased use of the tener system 2. By the PACD, tender system used
 
for OPYN's local sales and purchases for fifty percent (502) of
 
of grain. local sales and purchases of 

grain. 

3. 	Increased use of village level grain 3. The level of OPVN grain storage
 
storaie. 	 at the village level increases 

toward target of 6,000 tons. 

4. Uniform national pricing for cereals
 
abolished.
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5. 	Agricultural credit study completed.
 

6. 	Plan prepared for implementation of
 
the 	proposed policy changes to be
 
effectuated prior to disbursement of
 
the 	fourth tranche of U.S. Dollars
 
under the Grant.
 

Indicat.re of Progress Made in 	 Targets of Policy Reforms
 

Policy Changes
 

Before Release of Fourth Tranche
 

Reduce the average level of subsidy 

on agricultural inputs to twenty-five

percent (252) of the delivered cost 

of the inputs. 


2. 	Take appropriate actions to make the 

CA move closer to being an autonruous 

cooperatively owned entity and ensure 

the existence of competition between 
the CA and private traders by not 
granting the CA a monopoly, de Jure 
or de facto, in the supply of inputs. 

3. Maintain and further increase the 
competition in grain marketing 
tnrough the use of the tender 
system for OPVN'e grain reserves 
and the use of village level train 
storage facilities. 

4. 	Maintain and promote Increased free 

border trade, particularly with 
respect to exports from Niger of 
livestock and cowpeas. 

5. 	 Take appropriate actions, in accor-
dance with the conclusions and 

recommendations of the agricultural 

credit study, to encourage the develop­
ment of rural financial markets.
 

1. By the PACD the average level of
 
subsidy on agricultural inputs

will not exceed fifteen percent

(152).
 

2. Input supply system will not be
 
a monopoly but will be autonomous
 
private/cooperatively owned
 
enterprise.
 

3. Reduce government intervention in
 
cereals markets.
 

4. Increase farmer Incomes and
 
export earnings. 

5. Establish an effective and 
efficient rural financial
 
system.
 

6. 	 Provide USAID with an action plan to 6. Increase the availability and
achieve policy reform for the restruc- diversity of improved inputs.
turing and diversification of the seed
 
and 	plant material multiplication system.
 
This action plan will porit decntra­
litation and autonomous decision making
 
in price and output levels for the multi­

-" , ,5 • 

http:Indicat.re


plication and distribution of aeed and
 
plant materials. Itwill include a
 
national aced security and a national
 
certification and quality control pro­
gram for seed and plant material. Thiose
 
components of seed and plant material
 
production and distribution that remain
 
within the public and mixed sectors for
 
reasons of stied security will be so
 
structured an to reduce per unit produc­
tion and distribution costs. The action
 
plan will include ,a-,time-table-for the" 
issuance of the statues, arr6t6s, and/or
 
administrative decrees necessary for
 
operation of the restructured seed and
 
plant material multiplication center.
 
All action plan items will be completed
 
by the Program Assistance Completion Date.
 

7. 	Issue statutes, arrdt6s, and/or adminis­
trative decrees necessary for a national
 
certification and quality control regu­
latory system for seeds and plant materials.
 

8. 	Prepare a plan for Implementation of the
 
proposed policy changes that will be
 
executed prior to the completion of the
 
ASDO.
 

D. Local Currenca Hanaement Procedures and Implementation Schedule 

With the additional $6.970 million to be added to the local currency 
program by this amendment, the equivalent of $35,970,000 (less the trust fund) 
tn CPA franca will be generated from this sector assistance program. The 
local currency will be used to support recurrent cost and host country 
contributions of development activities and activities contributing to the 
Implementation of the policy reform program. The criteria for the allocation 
of local currency remains as described in Annex 0 of the original PAAD. 

A special account has besa, established for the local currency. The 
local currency In this account is considered additional but separate resources 
for the National Investment fund. The allocations of the local currency are 
determined by the Counterpart Management Committee. A local currency trust 
fund equivalent to 5 percent of the total local currency generated from the 
program was established under the original program for USAID's use. This 
percentage will be increased to 8 percent under the proposed amendment. 

The Government of Niger and USAID have oetablished the Counterpart 
Managemnt Committee which consists of six members, one representative from 
each of the followings 
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Government of Niger;

Hinistry of Planning (Office of the National Investment Fund)

Ministry of Agriculture (Office of Program and Studies)

Ministry of Animal Resources (Office of Program and Studies)
 
Ministry of Commerce and Transport
 
Ministry of Finance.
 

AID:
 
USAID/Niger, Agricultural Development Office
 

For operational purposes, a quorum consists of a representative from
 
the Ministry of Plan and the USAID/INiger representative.
 

The Joint Government of Niger/USAID Counterpart Management Co ttee
 
reviews and rank orders proposals for financing from the local currency

special account. Following the review, the Comittee sakes written
 
recommendastlns for the approval to the Minister of Plan and to USAID. Funds
 
can be transferred iron the special account only when both the USAID Mission
 
Director and the Anaiter of Plan have countersigned the approval document.
 

The :evised indicative schedule for local currency management is as 
follows
 

Action Month/Year
 

Disbursement of local currency under 
3rd dollar disbursement tranche begins------------------ ..- Aprll 1987 

Semi-annual report submitted and reviewed-June 1987 

4th proposed plan for local currency use prepared- -- =----- Nov. 1987 

Seml-annual report submitted and revieDed---c- De. 1987
 

4th proposed plan for local currency use plan
 
reviewed end approved---------------------------Dec. 1987 

Disbursement of local currency under 
4rd dollar disbursement tranche beg In- --- Dec. 1987 

Joint Government of Niger/USAID review of the local 
currency management and procedures and revised/

update allocation p -- - - ay 1988
 

Semi-annual report submitted and reviewed - --------------June 1988 

4th senior Government of Niger/USAID management annual 
program review and assessment ------------ ...----- ---- July 1988 

Iod-of-Proram evaluation-- --------- -- ----- July-Aul. 1988 
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E. other Foreimn Exchange Com~onents of the Program
 

Under the foreign exchange component of the original PAAD, $ 1.5 
million was made available for technical assistance and $1.5 was made 
available for policy studies, related seminars and workshops, in-service 
training and support and evaluation. 

The technical assistance team, comprised of a senior agricultural
 
policy advisor, an agricultural policy analyst, a development economist and a
 
microcomputer resource specialist, was fielded in October, 1985. Currently
 
three members of the team are located in the Kinistry of Agriculture and the_
 
fourth ii't iV1njitr*y Of PFlan. In eadditionJ'the- -subsidy studyciutdb 
the Southeast Consortium for International Development and the credit study
 
conducted by Ohio State were completed in December l9e5 and October 1986 
respectively. The id-term evaluation of the program was conducted from 
October through December, 1986.
 

Under the proposed amendment, an additional $700,000 will be made 
available for technical assistance, studies, short-term training, audit and 
evaluation. It is planned that the microcomputer specialist's contract will 
be extended 12 months for a total of three years. Also, additional technical 
assistance will be provided to assist the Government of Niger in the area of 
seed policy reforms. USAID and the Government will be discussing the 
advisibility of moving one or ore team members to other ministries to 
maximlse the tea's effectiveness in dealing with this interministerial 
program. 

Short-term technical assistance will be provided in the areas of seed 
multiplication and seed policy. Short-term TA will also be provided to 
determine the feasibility of establishing a monitoring system using baseline 
Information at the farm level to aid Inprogram monitoring. 

Additional studies will be undertaken which are complementary to the 
seed policy reform program. Given the number of studies envisioned under the 
original ?AD# a priority ranking of studies will be made by the Government 
and USAID to ensure that the most important studies are carried out by the 
FACD. 

As a follow-up to the Ohio State University credit study 
recome-dations, short-term training will be finaced for cooperative credit 
union development. 

F. Nonitortia and Reportinl 

The monitoring of the program implementation under this sector 
assistance includes: (1)monitoring of the policy reform program; and (2) 
monitoring of the local currency program. 

Fmitoring of Policy Reform
 

Up until the 1985 reorganleation of the MND, the Office of Program 
and Studies within the MlD, incoordination with the Office of Planning and 
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Program within the Ministry of Plan, was responsible for monitoria the policy 
reform program. Since the 1985 reorganisation of the MRD, the Office of 
Program and Studies within the Ninistry of Animal resources has been 
responsible for monitoring and reporting on the progress (or problems) toward
 
the Implementation of the policy reforms concerning the promotion of border 
trade of livestock. These same responsibtlities have been carried out by the 
Office of Program and Studies within the Ministry of Agriculture (MOA) for the 
other policy areas. The policy reform measures have been and will continue to 
be carried out under the coordination of the High Comitteew chaired by the 
Secretary General of the Office of the President, with membership consisting
of the Secretaries General of the Ministries of Agriculture, Aunial Resources, 
Plan, Finance, Commrce and Transport, and Envtronment and HydroloL The
additional, sead poiyey ins proprosied under thia-amendment Wtil 
monitored within the MOA.
 

Prior to the 1985 reorganiastion of the MiD, a needs ssesment was 
conducted with the Office of Program snd Studios of the )BD to assist the 
ministry in setting up appropriate systems for effective monitoring, 
coordination, and evaluati on of the program. Inaddition, a policy analysis
unit was to be established. Although the functions are beta carried out by 
the TA team and the mnistries, the policy analysis unit has not been 
officially established. The responsibilities of the policy analysis unit are 
as follows: 

I. 	 Identity relevant data to be used In the evaluation and 
determination of progress made in the Implementation of the 
policy reform programs
 

2. 	collect the data considered above; 

3. assist the Offices of Program and Studies within the Ministries 
of Agriculture and Animal Resources In the preparation of 
necessary reports to be used as inputs in the revlew, 
assessment, and determination of whether the conditions 
precedent related to policy reforms have been met; 

4. 	 assist the Office of Program and Studies prepare terms of 
reference for necessary policy studies, promote policy debates, 
seminars and workshops to increase the awaroness of the
 
significanc of appropriate policy frameorkl
 

5. 	provide continuing analysis and evaluation of the effects of 
policy changes on resource allocation, goverment finance, and 
agricultural productions 

6o 	 folloving the analysis and evaluation, make recomendations as 
to the need to modify the policy reform targets and to Litigate 
any 	unforeseen negative effects of the policy changes; 

7. 	 coordinate and assist other ministries or governmmntal *aeniets 
Involved in the implemntation of the policy reform programl 
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8. provide training aimed at transferring skills In economic 
policy analysis, formulation, and monitoring to the Nigerien
counterparts In order to develop the Policy analytic capability
to the Minist ry of Rural Development; and 

9. 	 prepare required report. for both the Goverment of Niger and 
for USAID. 

The technical asssotance to will continue to assist tn carrying
out the functions of the policy analysis unit. Te policy analysis unit will 
w...... e On0ffice-ofuUr4DtaerIn-,e 

­

ork closely-with t l 

monitoring the implementation of the policy reform program. The steering

committee will provide recommendations to USAID senior management in 
determining whether satisfactory policy actions have been taken to maoL the 
conditions precedent for subsequent dollar disbursements. 

Annual review and assessment between the Government of Niger and
 
USAID senior management will continue to be held to discuss progress or
 
problem encountered in the policy reform progress Such reviews will provide

the besi for detemintan subsequent disbursements of funds under the $rant.
 
They will also provide an opportunity to make ncessary adjustments to the
 
program. Other methods of monitoring the progrm will include monthly
 
progress reports, semi-annual program Implementation reporta joint reviews,

audits and evaluations.
 

The 	Nission Director with Inputs from the USAID steering committee 
and 	 the policy analysis unit will make the determination as to whether 
necessary conditions prcednt for subsequent dollar dtsbrements have been 
met 	or whether modifications of policy reform agets are needed. AID/ will
be Informed of thedeciion with necessary documentation to support the 
decision. Any d.elsion Involving substantive modifications of the program
will be deferred to the MA/I. 

Manitorins of Lfal Currency Program 

Under the direction of the joint GOK/USAD Cmoterpart Management
Committees a secretariat has been established to monitor and account for use 
of counterpart funds. The responsibilities of the secretariat Include 
technical and financial review of counterpart us* proposals, regular reports
on allocation an' expeadture of funs, assisting in annual audits, and site 
visits to asess performance of counterpart funded activities. 

The mid-term evaluation suggested a number of management
Improvements in the operation of the secretariat Including appointing deputies 
to assist the butive Secretary tn mnageent of the secretaristj publishingstandard operating procedures; lnltalling an Internal control system for 
document receipt and actiont adopting a standard format for project
submission to the counterpart fundl providing training on the use of
microcompters and others, Including establishing the position of Deputy
Chairsn of the Joint Management Committee to assure continuity of operations;
Th recommendations are sumrised In the draft Project Ivaluation Summary
attached as Annex C to this amendment. USAID and the Goverment of Niger have 
began to Implement these recommendations and will continue to do so under the 
amended program, 
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0. 	 Financial Plan 

Tables 2 and 3 show the schedule of obligations and disbursements of 
funds and their sources. With the proposed amendment, a total of 135,970,000
(less 2,007*000 for the trust fund) Is planned for dollar disbursements undet 
the program. As discussed in section IV E of this amendment, the dollar 
disbursements will be made available to the Government of Niger in four 
trenches, two of which have been made. The disbursement of funds vll be tied 
to evidence of progress In the Implementation of the policy reform program. 

Dollar disbursements will be made via electronic transfer as follovst 

I. AID and the Goverment of Niger will sign the Grant Agreement
Amendment which will contain certain policy performance indicators 
and conditions precedent to the dollar disbursmentl 

2. 	 After the Government of Niger has satisfied conditions precedent,
the U.$. Treasury will be requested by NI/5FD, based ou 
documentation provided by USAIDIRiger, to disburse dollars te 
Cltibank, Neow Yorki 

3. 	 Citibank, lew York vii electronicaliy transfer to Citibank,
Niamey, Niger the funds with instructions to Immediately notify
USA DI/Niger and the Goverment of Niger (Treasury of Niger)! 

4. Local currencies equivalent to 8 percent (up from 5 percent) of the 
dollar disburemenqts, viii be deposited in the Special Loc.Al 
Currency Trust Fund Account with the West African lontary Union 
Central Bank to iamoey, Viger for the USAID/8iger Trust Fund. 

Funds have been set aside in the foreign exchange component for audits 
of the program. The Government of the Niger viit arrange for independent
audits of the local currency program. Normal USO audit provisions will apply
to technical assistance contractors under the grant, with who. AID has a
direct contractual relationships. 

The 3.0 million budgeted for technical assistance, policy studies, 
workshops, in-service training, and evaluation was fully obligated in f is l 
year 1984 ' Direct AID contracting wan used for these activities. The method 
of flnalMn8 for these activities was direct payment. Under the proposed
amendent, an additional $700,000 will be made available for the foreign
exchange component of the prora-. These funds viii cover the costs ot 
additional technical assistance, policy studies, in-service training, auditand 	evaluation. The illustrative ethods of Implementation and financing are 
provided t table 4. 

Sectlon 1 (d) certification is not required by statute for 
counterpart funds generated by program assistance (see AFR/SVA memorandum,dated 11/21181). Mowever, 111 (d) certification standards have been and vll 
continue to be applied to the Secretariat. A "121(d)-lie certification
review will be carried out o a mat-annual basis, which will Include
inspection of all books and ledgers of the Hinistry of Plan and site visits of 



projects financed through the local currency fund. No local currency funding
 
will be controlled by the Grantee under the technical assistance component of
 
the grant. Direct procurement and payment will continue to be used by USAID
 
for this component of the program.
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Table IV.4 

Agricutlture Sector Grant Amendment
 
Method of Imlementation and Finasncing 

Type of Method of Method of Approximate 

Assistance Implemntation Financing Amount 

I. -orestn chsnge Component 

Technical Assistance Direct AID Contracts Direct Payment 2o371 

Policy Studies, 
Workshops and 3einars Direct AID Contracts Direct Payment 1,029 

In service Training Direct AID Contracts Direct Payment 50 

Evaluation Direct AID C4ntracts Direct Payment 200 

Audit Direct AID Contracts Direct Payment 50 

2. Local Currency Fund Basket of sub-projects 
(Disbursed by program) 
controlled by III 
under 121(d) CON provided 
standards) Local currency 35l970 

TOTAL 39,670 

The project amendment conforms to the mission's general assessont 
entitled Mission Financing Policy and Procedures updated as of December 31, 
1985. The are no departures from the general assessment. 

V. Evaluation Plan
 

The date for the final evaluation of the program is changed from
 
Except for this changs the
December, 1988 to July through August 1988. 


description of the evaluation plan presented in section V of the original PAiD
 
remains the same. 

V1. Conditional Precedent Covenants and Neiotiating status
 

A. Conditions Precedent to Subseuuent Disbursement
 

All conditions precedent to the disbursement of the first, second and
 
third trenches of U.S. Dollars under the grant remain unchanged. The first
 
five conditions precedent for the release of the Fourth tranche remain
 
unchanged and the following CP's will be added:
 

6. Provide USAID with an action plan to achieve policy reform for the
 
restructuring and diversification of the seed and plant material
 



multiplication system. This action plai will permit decentralization and
 
autonomous decision making In price and output levels for the multiplication
 
and 	distribution of seed and plant materials. It will include a national seed
 
security and a national certification and quality control program for seed and
 
plant material. Those components of seed and plant material production and
 
distribution that remain within the public and mixed sectors for reasons of
 
seed security will be so structured as to reduce per unit production and 
distribution costs. The action plan will include 4 timetable for the issuance 
of the statues, arrOths, and/or administrative decrees necessary for operation 
of the restructured seed and plant material multiplication center. All action 
plan Itemawill be oaplotedby.tha Tr*SromAhhlatance-Completton-Date.. . 

7. Issue statutes, arrdtds, and/or administrative decrees necessary

for a national certification and quality control regulatory system for seeds
 
and plant materials.
 

8. Prepare a plan for implementation of the proposed policy changes
 
that will be executed prior to the completion of the ASDG. This will includes
 

a. 	Reduce the average rate of subsidy on agriculture inputs to not
 
more than 15 percent of the delivered cost of the inputs;
 

b. 	Hnve in operation a tender and bid system for reconstituting
 
OPVN stocks for all purchases and sales;
 

c. Maintain a minimus level of 6,000 ITof village level grain
 
stocks through arrangements with cooperatives and groupements
 
autualistes;
 

d. 	Carry out recommendations of the agriculture credit study by
 
establishing the framework for formation of credit unions;
 

e. 	Liberalize, simplify, and publicize procedures for cross border
 
trade, especially for cowpeas nni livestock, by eliminating

legal and administrative barriers to participation in
 
cross-border trade by relying on market forces; and
 

f. Continue expansion of private and cooperative sector
 
participation in production and distribution of agriculture
 
Inputs, cereals marketing and distribution, agriculture credit
 
and cross border trade. This includes reliance on free market
 
prices and continuation of the policy of not issuing offiftal
 
prices for cereals.
 

0. 	Conditions Precedent to Disbursement of Local Currency Generated
 

--	 No change 

C. 	Cneral Covenants
 

--	 so change 
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Do Negotiating status
 

Building on previous reports, analyse evaluations, and project
 
documents concerning seed production in Niger, including most recently the
 
Mississipi State report, repreeentatives of USAID and the Ministry of
 
Agriculture conducted a seed policy workshop January 15-17, 1987. From this
 
workshop a report and recommendations were issued. These were transformed by
 
USAID/Niger into a set of proposed seed policy objectives and seed policy
 

.
reform measures and presented to the Ministry of Agriculture for review. The
 
Ministry of Agriculture indicated acceptance of these policy objectives and
 
reform measures by letter 0367/DEP/SA to USAID dated February 6, 1987 (See
 
Annex E).
 

These objectives and measures were further reviewed and discussed by
 

the "High Committee" chaired by the Secretary General of the Office of the
 
President at a meeting held February 25, 1987 with the Director of USAID and
 
ADO staff. The "High Committee" agreed In principle to the amendment, which
 
will be reviewed for technical detail at the Annual Agriculture Meetings to be
 
held at the end of March.
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ARNEXIES 

Annex A. Losical Framework 

Annex B, Statistical Annex 

Annex C. Draft Project Evaluation Summary (PES) 

Annex D. Economic Analysis of Constraints to Seed 

)ultiplication and Distribution (emphasis on Millet) 

Annex Z. Letter from Minister of Agriculture 

Annex F. Draft PAAD Action Memo and Authorization 
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TABLE B. 19
 

:-;'; lhlS5,: Esternal . '0g-"tSt-dI9 ens ismirsedI, IiSit~q 

tin allinas of Um, tracsi 

1985 1986 17 III 1181 11990 1911 i l i I lilt
 

YOTA0UISTAhIN AND D1S8U5SE0 PEST 331,928 341,261 3!11501 340,8 317,871 28;,154 264,1j9 139,0v 21b,444 16,143
 

137,875 157,715 171,805 174,506 164,033 15a,364 150,654 144,935 139,025 133,37

MITILACAL[ 


141,112 163,203 143,602 111,329 145,7n9 129,155 111,632 92,70. 17,272 63,15
BIlUTERAlL 
 ~*e ~ ceeC ~ . ....n5 ~~ ~ f.. ~ eeeee~ ~ ..... 

1 
 15,30
Paris Club 1ittril 121,710 117,577 112081h 107,07 96,045 82,101 44,263 54,571 44,1.2 

162,4010 (65,1421 16J,805) 48i,733) (80,421) (69,9461 (5%,I6i 44,14) 136,7921 130,7.4)
of which France 

Financial InstitutiOns: 29,41 23,056 17,011 11,791 7,5.1 4,944 2,743 447 2i 

of uhickh Frifnte.uarantWd (2o,571 120,435) 114,769) (9,720) (5,1li (3,I68) (l19811 (210) 

Other Bilattral 39,402 , 45,626 50,911 51,232 50,754 47,052 43,349 38,135 31,110 2241 
41,4?t,
of which Arab Countries 129,1151 114, 0) 137,149) (36,532) (35,010 t51,464) 127,918) 114,275) 120,710; 


LONOO CLUB 32,141 25,35 17,974 12,791 7,031 3,a1S 1,90; 445 141
 
ee .......
e.e... ...selo...... 

(13,6361 111,235) (15,055i 11),9781 16,411 (3,401) (1,6331 4445e ,147i
of %hitch France 

((4,1681 (41,579) 442,360# (41,691 136,2313 (26,11) 17,7691 is1.e t1,71) t34i;
OfIiPAEVIOjSLI AESC4.CULE2 


hatell 
i.IhI yfars rarer to Caiiar years ano tie Am lisoreprese t tro t-year ajocnts. 

3. to convert all ioas into CFA francs ,,t tnt averagl.e etcnange rates used 

165 iscnange rils usto mysinis$ry oi Finance. For euamle, ioliowing rates
 

are usdi 420 UChdollarl 430 CFAMECt0 346 CFAFiEC; 583 CFAFiptun sterhlng; 

1.42 CFAF6lqliean francl 1310 CFOFjIKjaittdGarl 112 CNF/FSaudi Arabian riyal|
 
ni and 421 U nsatof
140 CFAFiChinsei yuan; 465 UAFuntt 2# At. Day. 

African ke. Fund.
 

Source: AINISTRI OF FINACI,
 

/
Il,'< i ,I. 
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TABLE B. 20 

rnoLK rrolections of ut olte tI~s1aimsg,ljoa-ivP 
inotllion of U.S. echaris
 

Big1'lsslIon Sal "as MI aI s aII $IIIsea1 I I It Ss a 938sast ass I# I I ga •189gaa I IIIasfa I I I I •••181• gas ms 11as 1 Ias I Io as V on as "tn 

l**. *~ *.. . t-l i*~.. .. *****~ ***h ***l'~ 

1W LIqEKw 20.5 10.4 3743 43.5 3m. i4.5 13.4 li., 16.1 0.4~....... .....
... ..... ...
 
Principal IIh 0. 1 2i.lII 4.t Ii.2 l.0 1$.( 14. I M 
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 M* 1.4 *v.4i'l*~
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Frlaclell l l. 11I. 1 . 11s., tot Sol 1.5 V,# :. 

interest 4.0 v.v *.0fi q.y i o ,i v. I s4, $. 
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laterlit 
 41.11 I N 1106Jo 1S.1 l 0,60 lim IIIP 13.31 tMil
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TABLE B, 21 

010R: NORTWAY SUrVEYe 19761'I6 
tin billions of CFA francs)
,. _,_ _,. _.. __ _ .._. ._._................... ...............
 

Projections
1179 1971 1900 1981 1992 1983 1984 1993 1996
 
Dec. Dc. K. opc. Dec. Dec. Dec. Dec. Dec. 

VONEY WILY' 54.20 -. 1 77.93 94.01 32.78 82.11 100;&2 110.21 l11.71 "'-~ 
Currency outside banks 19.74 27.26 31.05 34.79 35.27 30.95 30.63 .... ...
 
DeAnd depcslts 26.66 29.91 33.54 39.91 35.65 35.02 47.37
 
Ouasli-only 7.90 7.24 13.34 19.32 12.06 16.14 22.62 ,,.. ...
 

NET FOEISN ASSETS 17.36 13.49 12.19 22.14 -20.52 -15.76 1.97 -2.43 -3.03
 
Central bank 23.27 22.20 27.36 29.69 8.79 4.00 13.90 ...
 
Cauerclal banks -5.91 -8.79 -15.17 -7.55 -29.30 -19.76 .16.93 ....
 

DOMESTIC CREDIT 42.34 57.4 82.31 96.97 126.68 125.29 119.79 134.0 147.10
 
Net clais on governsent -11.88 -10.36 -7.49 -2.99 16.33 18.14 21.63 26.90 34.60
 
Credit to privite sector 51,24 73.82 69.90 101.9b 110.35 107.13 99.16 107.60 116.50
 

0THER 1ITEInet) -5.52 -6.44 7.12 10.55 3.15 -9.57 -14.25 63 -4,69 

Ipercentiqe chanles) 

MONEY SUPPLY 19.02 20.80 20.63 -11.73 -1.05 22.54 9.53 0.62 
Currency outilde banks 38,20 ,10.82 12.01 1,41 -12.25 -1.03 
Island deposits 12.49 11.84 1,.99 -10.67 -2.77 35.27 .... .... 
Ouali-aonay -7.10 14.25 44.11 .73,58 33.13 40.15 t.. . ... 

NEI FIRUSN ASSETS -22.29 -9.64 81.42 -192.60 -23.20 -111.07-229.93 57.61 
Central bank -4.25 22.30 .!2 40.13 -54.44 370.00 .... ... 
Coueercial banks 41.73 2.59 -50.23 8.06 -32.56 -14. 22 

DESTIC emit 35.65 43.25 20.24 28.00 -1.10 -4,39 12.29 9,37
 
Net credit to goverasent 54,53 -59.20 -60.00 -646.15 11.01 19.13 24.41 13.75
 
Crtdit to private sector 39.7 13.44 13.54 6.23 -2.90 -I3J7 9.59 1.27
 

OTHER ITEMS 1,167 -210.56 41,17 -70.14 -372.06 64.21 -53.23 -26.65
 

"wco IN nd Cettral lank ilCIA0 

fec.
1.2931 
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TAKE B. 22 

NIGER: INTEMES7 RATES INTHE MONEY WKIET 
(in percent pe annun) 

Overnight Oa-.onth Tbree-onth 
Date Deposits Advances Deposits Advances es1it. Advances 

July 1975 7.000 7.125 ,.., ... , 
February 1976 6.500 4.750 . .... .., .o 

........................7.250gut... 
August 1977 7.000 

.. 7.50o. 
7,25 

food 
.... 

a .............. 
.... ,.., 

February 1979 
August 1971 

7.500 
7.000 

7,750 
7.250 

.. 
7.043 

.. 
7.353 

,.,, 
7.125 7,37 

Parch 1979 4.125 1.375 6.250 6.500 6.500 6.750 
August 1979 7.750 8.004 7.875 9.125 8.125 8.375 
Parch 1180 10.750 11.000 10.975 11.125 11. 12 11.375 
Aurii 1980 9.750 10.063 9.875 10.125 10.125 10.373 
Pay 1991 14.730 15.063 14.875 15.125 15.125 15.375 
Deceaber 1991 14.250 14.563 14.375 1110 14.62. 14.875 
rebrusri 1992 13.750 14.063 13.873 18.125 14.125 14.375 
March 1992 
lecetber 182 

15.250 
13.000 

15.325 
13.313 

15.375 
13.125 

15.625 
13.375 

I5.625 
13.375 

15.,73 
13.625 

Narch 1Q83 11.000 11.313 11.125 13.375 11.375 11.425 
JUPe 1933 12.000 12.313 12.125 12.375 12,375 12.625 
Jly 1994 1500 11.113 11.625 1.87 11.873 12.525 
Cctobir 1994 10.750 11,000 10.875 11.1;3 11.725 11,75 
January 1915 
recemb 1985 

10.625 
9.750 

10.175 
10.000 

10,750 
9.875 

11,000 
10.125 

11.000 
50,525 

11.21,0 
10.375 

N16(E: AVEUSE ANNUAL INTEREST RATES INTHE WIET NARKET, 1975 -1995 
fin percent per annual 

1975 7.000 7.125 .0. ..0. .... .
 
1974 U,575 7.125 .,,, ,,,,
577 7.000 7,230 ,., ....off* ... 

'971' 7,259 7.500 7.063 70313 7.12 7,37 
157? 4,933 7.38 71063 7.313 7.313 7. 
Jt0 10.250 101531 10.375 10,025 10623 10.175 
1961 14.500 14,111 14.42 14.175 14,175 15,125
:112 54.00 14.313 14.12 14,3715 14,3175 14.625 
1911 11.500 1,1113 11.23 12.1175 11,175 12.125 
:914 11.125 11.404 11.2.4 51.50 I1.10 11.710 
1915 10.423 10,175 10.750 114000 11,000 11.2$0 
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PROJECT EVALUATION SUMMARY (PES) - PART I Rum-spSymblWU.447 

1.PROJECT TiTLA 7. PROJECT NIMSelf 3. kMISSIONAI0,% OFFICLI 
Agriculture Sector Development Grant 683-0246. USAID/Ni.er

41VALUAT1IM 
| Ismar * flumw meintsnifau 11VMe0e ol96 Unlt e Countro AIOAo, Adminisruve cl LPlgI Y1"r, 5t1*I No14egnningV with Na.I oth P V1 8 7-0 

Q REOULAR EVALUATION - SPECIAL EVALUATInN
S, KEY PROJECT IMPLEMINTATION OATES /. IITIMATEiO POJECT r i PERIOO CVEROQ SY EVALUATION 
A. irst .Pnd~Fn---- F 	 PUm moOu'II8Ar/8
P O.A Q of O11511.16 I npv A. Totw 11, 9l,. 

PYsZ lent lapi d ofT (monft/y,.i1,1 8r6 
Fy / F'y3 PyOW111. U.S. i " 7 Mi I I ts 0 WVlVlI l 

I ACTION DECISIONS APPROVED S MISSION OR AIOAW OFFICE OIRECTOR 

A. List .lllonsend/or uanrsINwd lmws; Ws thus Items rogIng funiter ily. 3. NAME F C, OATE ACTIONINOTIt MInion 44111 Whih 0fntclo¢lt AIOIV of Nlonel offie anioun I OFFICERaIfy WOO of doUmone, &I., oelyr*m, SPAR, PIOwhlkft will emornt deled requ.et., PRIE O N vo l. 
____ ____ POA ACTIONCO LE O 

I. 	POLICY DIALOGUE AND REFORM
 

a. 	Decisions
 

1. 	Establish middle level GON-USALD policy 
 GON/USAtD 3/87

committee.
 

2. 	Incrtase USAID staff participation in USAID eonctnuing

policy reform onicortng.


3. 	Incorporate seed supply policy into 
 L.SAmD 6/87
 
program design (PAAD amendment).


4. 	Continue policy dtalo$ue in five strategy USAID continuing
 
areas, improve data collections for subsid
 
monitoring (fertilizer), continue to
 
support policy reforn performance through I 
activities of bilateral projec:t. J 

b. 	lsues to be raised with CON • GO/USAID 2/87
 

1. 	Require clarification from CON on insecti-
 "
 
cide subsidy issue.
 

2. 	Require Justification from CON on ban on
 
cattle export. 


3. 	Status of tender and bid for OPVV whole-
, 

sale sales. 

It/NVINTORY OF OOCUMINlr TO E1 .lVIlO PiR A 10EGICIItONO 10.Ai.TIR'IATIVE OEC lIONE ON PUTURE 

P00r 	 CFOlt9P1teQ 	 i Ism"VI A. CoIwio PvgspWlggO CAOFOO 

[QQ iflIit-g.,~,-Pbns 9fPoole, . ois ..(10 ,,srU CR0sgo PIOWI 0 14 o'wIs0,o,c 	 Ipme een?,~ 

I'll MJ TO ICIN A N C1 CUNVAY10 CIMR A41 0 0ATIIPANT t.idnIMffg',A,~gAs APPROPRIATE Ns, Iftefss8w1114 
Ernest Gibson, ADO
 
Laul Chatani I DL acto, Studies and Program­
ming, mifntsry n P an 

Sand Mama f. 4e, t of stu t Prparamng Pater Beludict 
an tatf ici, ILn1 st y o( AhcuLuriE ' 

i.~~ ~l - 1113 1113, '"' 	 , ,, 
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2/87 4. 	Repeal of "indicative" producer prices for cereals. GON/USAID 

Reestablishment of regional variations in OPVN sales
 
prices.
 

5. 	Status of transition of C.A. - statutes, 5 year transition "
 

period.
 

6. 	Explanation of cooperative role in village level grain "
 
storage.
 

7. 	Status of plans for radio broadcasts of market prices.
 

Other recommendations are for changes in approach by GON,
 
and not within USAID's purview. See evaluation report for
 
details.
 

2* 	 COUNTERPART FUND MANAGEMENT 

a. 	Decisions
 

1. 	Secretariat: Propose that CON publish standard
 
operating procedures, define limits of discretion MinPlan 

for personnel, republish work rules, install internal
 
control system for document receipt and action.
 

2. 	Secretariat: Revise contract or work plan of
 
financial counselor to be consistent with actual Plan/
 
duties performed (or vice versa). USAID 


3. 	Secretariat: Provide training to employees on use
 
of micro computers for spreadsheet and other Plan/ 

management applications. USAID 


5. 	Joint Counterpart Fund Management Committee:
 
Reduce quorum to representatives Plan!
 
of Plan and USAID only USAID 


6. 	Adopt standard format for project submission Plan/ 

to Counterpart Fund USAID
 

b. 	Issues to be raised with CON Plan/ 

USAID
 

1. 	Joint Counterpart Fund Management Committee:
 
Propose that Minister of Plan establish position
 
of Deputy Chairman of the committee to
 
assure continuity of operations.
 

2. 	Secretariat: Revise position description
 
of the Executive Secretary to upgrade
 
qualifications and requirements for daily
 
management of sector grants or otherwise
 
restructure Secretariat.
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3. 	TECHNICAL ASSISTANCE
 

a. 	Decisions
 

1. 	Revise work plan for team to make it USAID/ 2/87
 
more manageable, establish schedule GON
 
for major actions U~ichigan
 

2. 	Revise reporting requirements to make T.A. " " 3/87 
team responsible to GON, not USAID 

3. 	Propose formal assignment of team-to appropriate . . SAID 3/87
 
offices of GON and nomination of counterparts
 

4. 	Establish liaison link with Ministry of Animal Resources GON/
 
policy analysis unit (Tufts University team) USAID 3/87
 

b. 	Issues to be raised with CON GON/ 3/87
 
USAID
 

1. 	Determine the feasibility of establishing baseline
 
data at farm level for ASDG economic monitoring.
 

2. 	Consider moving individual T.A. members to other offices
 
or ministries after completion of this year ­
may not be acceptable to GON, may not resolve
 
problems of T.A. effectiveness.
 

13. 	Summary
 

The 	Agriculture Sector Development Grant is at chronological mid-point in its
 
implementation. In reality, however, two years may be insufficient time to
 
judge whether the approach will assure achievement of goal and purpose in the
 
long term, Several months elapsed from the time the grant was signed to the
 
time administrative functions were established for disbursement of the local
 
currency fund associated with the grant program. Nearly a year passed before
 
the long-term technical assistance team was put in place. Only two trenches
 
of dollar disbursements had been made at the time of mid-term evaluation, and
 
only the second tranche had strong policy reform conditionality. Hence,
 
definitive answers on program impact are premature. The evaluation did
 
conclude that the program is progressing as expected, overall. The
 
independent team identified a variety of operational areas in which
 
alterations should be made, or further policy dialogue conducted in order to
 
assure achievement of program goal and purpose.
 

14. 	Evaluation Methodology
 

The mid-term evaluation was called for In the Grant Agreement. Its purpose
 
was to measure progress to date, and to indicate appropriate mid-course
 
corrections. The evaluation was organizsed as a Joint Government of
 
Wiler-USAID endeavor, with a three person team of consultants engaged to lead
 
the effort. Unfortunately, from AID's viewpoint, the committee appointed by
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the Grantee chose a passive role of coordinator in the process. The
 
methodology followed by the independent evaluation team stressed interviewing
 
a wide range of government and other donor representatives. This program is
 
interministerial in nature. Key actors include the ministries of Plan,
 
Agriculture, Animal Resources, Comwerce, Tutelage, Finance. Major donors such
 
as the IBRD, UNDP, FED have related activities, and were consulted as well.
 
The evaluation cost approximately $90,000, without factoring in costs of USDH
 
personnel directly involved in the process.
 

15. External Factors
 

During th0 first-two years -that-tle program has been in operation,-a.major,...
 
drought and drought recovery effort have occurred, shifting government and
 
donor emphasis temporarily to emergency actions. Because of the drought,
 
USAID agreed to postpone complete fulfillment of one requirement (pertaining
 
to export of livestock) in releasing funds for the second tranche. The
 
drought also retarded management improvements in the grain marketing
 
operations of the parastatal agency, OPVN, since OPVN was called on by the
 
government to undertake a massive drought relief role during this time
 
period. ASDG was a minor participant in the multi-donor drought effort. It is
 
worthwhile noting that the ASDG program adapted well to the drought situation
 
In its local currency project component. The joint Government-USAID
 
management committee allocated approximately $2 million to projects of an
 
emergency nature (cattle feed for the pastoral zone, emergency import of
 
improved cowpea seed).
 

The Government of Nigeria officially closed its borders to trade from January
 
1985 to March 1986. While certain products were allowed to pass (livestock
 
seeking pasture from north to south during the drought, for example), and
 
clandestine import/export continued, the closure prevented official export of
 
cowpeas and other major agricultural products by Niger, reducing foreign
 
exchange earnings and delaying implementation of actions to facilitate
 
crosaborder trade.
 

Various institutional changes in the Government and parastatal organizations
 
intervened between program design and commencement of operations, requiring
 
modification of approaches to implementation. The key technical ministry,
 
Rural Development, split into two (Agriculture and Animal Resources) in 1985,
 
making policy dialogue more complicated procedurally, and effectively
 
assigning technical assistance resources to Agriculture alone* However, three
 
long term technicians including a livestock policy advisor are being provided
 
to the Ministry of Animal Resources under the amended Integrated Livestock
 
Production (ZLP) Project. A formal link will be established between the ILP
 
Project and the ASDG which will facilitate policy dialogue between. The
 
agricultural credit parastatal had been approaching bankruptcy since the early
 
1980's and essentially ceased operations in 1984. The cooperative parastatal
 
was transformed into a new, in priciple nore autonomous organization durin
 
the early period of the grant. In tte short tore these changes were soehat
 
disruptive, their long-term effects are still uncertain., h1on ASDG was in the
 
design stage, the Commerce portfolio was under the Ministry of Plans By the
 
time the agreement was signed, Commerce was a separate Ministry. We assumed
 
that Agriculture, Livestock and Plan would have more influence on grain
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marketing and distribution and on cross border trade policies than they do in
 
fact. The internal 4nd external trade directorates do end up controlling and
 
regulating trade and it is very hard for Agriculture to push for policy
 
reforms in another Ministry. This has added to the complications in policy
 
coordination, because there are more independent actors on the scene. This
 
is somewhat counterbalanced by the coordinating role of the Secretary-General
 
of the Presidency which we had not foreseen in the design.
 

The assumptions are still valid.
 

16. Inputs
 

This is not a project, therefore there are few direct AID Inputs (the program
 
consists of $29 million cash transfer and $3 million technical assistance and
 
studies component). The long-term technical assistance team has been in place
 
slightly more than one year. The evaluators praised the professionalism of
 
the University of Michigan team, but recommended that the TA. team's work
 
plan be modified to reduce the number of studies unrelated to policy reform
 
activities. The current scope of work is deemed overly ambitious. In
 
addition, the team leader's clear role in monitoring policy change for ASDG
 
places the team in a somewhat precarious position in the Ministry of
 
Agriculture, being perceived by some colleagues as donor watchdogs or agents.
 
In the future, the team should not formally report directly to USAID, but to
 
the Ministry in which It is located (Agriculture for 3 members, Plan for the
 
fourth).
 

USAID and the Government should make efforts to assure the integration of the
 
team into the Ministry of Agriculture. This may require team members to
 
undertake staff responsibilities (e.g. preparing special papers, computer
 
analyses of previous and ongoing surveys, etc..) on behalf of the ministry.
 
More involvement by host country counterparts in the team's work is
 
recomended, but no single manner of facilitating involvement can be proposed
 
for the varied aspects of the assignment (simply naming counterparts, for
 
example, does not guarantee involvement). The evaluation also recommended
 
that USAID and the Government discuss the advisability of moving one or more
 
team members to other offices or ministries after this year to maximize the
 
team's effectiveness in dealing with an interministerial program. A formal
 
link should be created between the ASDG team and another USAID-financed T.A.
 
team in the Ministry of Animal Resources to assure monitoring of activities
 
related to ASDG in that agency.
 

17. Outputs 

Description (from Log Frame)s Status:
 

l. Reorientation of the agricultural On course. Plans underway to transfer
 
input subsidy policy and restructuring input supply agency to cooperative
 
of the official input supply agency movement. Subsidy reductions on
 
achieved. schedule generally, although
 

problems exist indefinition of
 
which ag inputs are covered by the
 
agreement. (Are chemical products
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2. Promotion of competition in grain 

marketing through the liberalization 

of offical marketing and pricing 

policies achieved. 


3. Appraisal for the country's ag 

credit situation, particularly in 

the formal credit market achieved. 


4. Policy to promote border trade of 

livestock and cowpeas. 


5..Promote more cooperative and private 

trader participatton in the supply of 


for non-food cash crops included, or 
should the subsidy issue .be re­
stricted to inputs related to 
cereals production?) 

Progress made in village level grain
 
storage and competitive bidding for
 
grain purchases by parastatal agency
 
(OPVN), as called for in grant.
 
Tender and bid for grain sales by
 
OPVN not begun, uniform national
 
prcistill patially-ai'plied'for­

some crops, cereals prices published
 
by OPVN, but radio broadcasting of
 
sales prices not started. The CON
 
implemented the village level grain
 
storage by requiring that the
 
Village Development Committees
 
(which include cooperatives among
 
several member organizations) hold
 
the grain. They cow have much more
 
than the target level holdings.
 
Field investigation determined that
 
although it was hard to find out who
 
controlled the stocks, obviously
 
less than the target was held by
 
groupement mutualistes or coopera­
tives. The original intent was to
 
strengthen local stocking of grain
 
in such a way that it would
 
facilitate increased cooperative and
 
private sector participation and
 
profit making in grain marketing.
 

Ag credit study completed on ached­
ule. Recommendations approved by
 
Government and donors and USAID
 
proceeding with design of credit
 
oniou program.
 

Cowpea trade promoted. Livestock
 
trade facilitated at beginning of
 
program, policy reversed for animals
 
as a result of drought as emergency
 
measure to promote restocking of
 
herds. USAID and Grantee currently
 
reassessing livestock export
 
question before release of 3rd
 
trache.
 

Progress made: Parastatal monopoly
 
on export of cowpeas cancelledl aS
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ag inputs, border trade of livestock, input supply agency being transferred
 
cowpeas and other agricultural products, to cooperative movement gradually;
 
and internal grain marketing and storage. traders and coops assuming larger
 

official role in internal grain
 
marketing and storage. Licensing and
 
pricing restrictions still inhibit
 
full and profitable participation of
 
cooperatives in the case of millet.
 

.. Purpose ........ 
 .
 

"To assist Niger to continue its development activities in the sector in light
 
of the reduced level of budgetary resources and the austerity effort currently

in place:
 

- To promote the implementation of growth-oriented agricultural policies in 
the marketing of agricultural outputs and in the supply of agricultural 
inputs through increasing use of market incentives and competition. 

- To provide additional resources to the agriculture sector in order to 
maintain existing investment activities and raise the level of the 
sector's absorptive capacity in view of the country's macro-economic and 
financial situation." 1 

Progress has been made towards achievement of End of Program Status
 
indicators (EOPS), listed below. Indicators are still valid measures of
 
achievement of purpose. It is too early to judge when, and if, EOPS will be
 
fully achieved.
 

Indicator (from Logical Framework) 


I. More ag inputs are made available 

to farmers at prices which reflect 

real economic benefits to the economy# 


Status
 

Reduction of subsidies and lack of
 
credit for inputs has led to
 
reduction in distribution of some
 
inputs (e.g., plows, tool bar,
 
donkey cultivator and othe0 heavy
 
equipment). Purchase of farm
 
implements has declined overall, but
 
sales have become more rational
 
(sharp reduction in low rainfall
 
farming areas where use of plows,
 
etc. is not cost-effective). Effect
 
on distribution of fertilizer not
 
seen yet, as most fertilizer is now
 
donor-contributed. In long-termp
 
supply of inputs should increase as
 
production/sale becomes profitable.
 
Four year life of ASDG is not
 
sufficient for achievement of SOPS.
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2. The role of the official ag input 

supply agency is reduced and trans- 

formed toward a cooperatively-owned 

agency in competition with other 

cooperatives ane private traders, 


.
 

3. Operating losses of the grain 

marketing agency are reduced by 30 to 

50Z of the average 1981-83 sales. 


4. Cross-border trade in livestock, 

cowpeas, and other ag products 

increase. 


5. Development activities supported by 

the recurrent cost funding from the 

program continue to progress toward 

their objectives, 


On course as of February 1987.
 
Statutes for the transfer of CA to
 
cooperatives have been prepared but
 
not yet issued. Promotional sale to
 
liquidate old (often ill-adapted)
 
stocks underway. Five year transi­
tion period called for in ASDG may
 
be reduced. Effects of accelerated
 
transition not yet clear. Financial
 
viability of agency during transi­

. . muststill-be assured..
.tion.period 


Behind schedule. USAID's major role
 
with OPVN has been as donor of food
 
aid, assisting with distribution
 
accounting records, etc. ASDC
 
provides no TA and has little formal
 
role In OPVN, limiting AID's ability
 
to affect commercial operations.
 
Major USAID humanitarian role in 
OPVN in drought relief diverted 
efforts from commercial issues 
during 1984/85. Food aid transferred 
to OPVN complicated local buying and 
sales systews during period. Stillp 
OPVN used tenller/bid system for 
local purchaseb cf cereals. 

Cowpea trade increased since re­
opening of Nigeria border in 1986
 
(ASDC-funded purchase of improved

seeds assisted in increasing 1986
 
harvest). Livestock export blocked
 
following drought. Export of female
 
animals and all cattle still
 
formally banned (though clandestine
 
export continues). Ban on livestock
 
export must be reversed In order to
 
meet this EOPS indicator by 1988,
 
and for release of 3rd tranche.
 

On schedule. Use of CON-owned local
 
currency Counterpart Fund has enabled
 
donor-financed projects with host
 
country contribution requirements to
 
continue on schedule during this
 
period. The fund is now supporting
 
buth AID and other donor and PVO
 
projects which contribute to
 
achievement of the goals of the
 
grant program.
 

Annex C, p. 8
 



19. Goal 

1. To assist the GON to achieve its economic and financial stabilization
 
program currently in place under IMF auspices.
 

2. To contribute to the goal of increasing food production and farmers'
 
income.
 

ASDG plays an important role in the Government's economic stabilization
 
program.- - r. nlx 0a rre-inlu
Th-- o-f $29-million to-,the agriculture- an riira de-_~i~ 
zqctor over the four year life of program has a positive impact on government
 
development activities in those areas. Impact on the government investment
 
budget is easily assessed. ASDG cash transfers were 10% and 14%.of public
 
investments in agriculture and rural development in 1984 and 1985
 
respectively. This support was given at a time when the CON had to cut its
 
development expenditures for three years in a row. Access to the counterpart
 
funds made it possible to continue agriculture and rural development projects
 
that otherwise would have been shut down. Thus, at a time of seven budget
 
contractions, ASDG funds continued to augment the absorptive capacity of the
 
agricultural sector. These funds provide the basis for increases in budget
 
allocations to agricultural investments in 1986 and 1987 as was envisiged in
 
the economic and financial stabilization program.
 

Some progress towards increasing food production and farmers' income can be
 
traced to ASDG. It should be remembered, in assessing impact, that the
 
1984/85 drought had a negative effect on achievement of both goals during the
 
early period of the grant program. In 1986 ASDG can be credited partially for
 
increased production and export of cowpeas in Niger, as the Agricultural
 
Production Support project (683-0234) and ASDG Counterpart Fund financed the
 
import of improved cowpea seeds (CBS) which were highly productive. It is
 
assumed that relaxed regulations for export of cowpeas by private traders and
 
coops, which ASDG required, also encouraged farmers to plant more of this
 
crop. Joint efforts under ASDG and other USAID projects have had short-term
 
impact on other aspects of the food production/farmer income status issue. It
 
is too early to judge the extent to which policy reforms undertaken by the
 
Grantee and projects supported in part by the Counterpart fund will have a
 
measurable, long-term impact on agricultural production and farmer income.
 
Definitive assessment may never be possible. As in the case of macro-conomic
 
impact, there are numerous other causal factors which affect production and
 
income which are not within the control of the program.
 

20. Beneficiaries
 

As this is a sector grant which is largely composed of a direct cash transfer
 
to the Government of Niger, the direct beneficiary is the Treasury of the
 
Government of Niger, which passes the benefits on to programs in the
 
agriculture/rural development sector through the Counterpart Fund. To date,
 
the CFA equivalent of $15,673,000 has been deposited into the Counterpart
 
Fund. Direct beneficiaries of the technical assistance/studies component of
 
the grant are counterparts In government agencies who have been Involved in
 
studies under the program, namely the Ohio State University study on Rural
 
Financial Markets, the SECID study of subsidies, and some of the University of
 
Michigan studies on fertilizer, marketing, and prices.
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The population of Niger has benefitted indirectly, through the programming of
 
Niger-owned local currency in the Counterpart Fund. Various agricultural and
 
rural development projects which have the aim of increased agricultural

production and enhanced rural incomes have received partial funding from the
 
CPF. Since no project is fully funded by the CPF, this has the effect of
 
multiplying the impact of the CPF coritribution. For example, if a $10 million
 
project requires a $1 million Governient of Niger contribution which the
 
Government itself is not able to make;, the ASDG counterpart fund contribution
 
of .$1 million effectively allows a $10 million project to continue instead of
 
stop.
 

The population, particularly farmers and traders, will also benefit from
 
policy reforms undertaken by the Government of Niger under the auspices of
 
ASDG. The extent to which groups benefit from policy reforms is highly

variable at this point, especially as not all intended reforms have been
 
implemen.ed to the extent foreseen ex ante. 
 For example, immediate benefits
 
have accrued to traders who exported cowpeas and who participated in bid and
 
tender sales to OPVN. Cooperatives which bought grain from members at
 
"indicative" prices benefited less because market prices were lower than the

"indicative" prices, and the cooperatives thus had difficulty selling at
 
profitable prices. This underlines the need to abolish uniform national
 
(indicative prices). Farmers no longer able to buy inputs with heavy
 
subsidies and easy credit appeared to suffer In the short-term. However, most
 
may not suffer a real loss at all, as inputs which are inappropriate to
 
rainfed conditions have only marginal production benefits, and financial
 
benefits are only due to the subsidy.
 

21. Unplanned Effects.
 

The evaluation team found no unplanned effects.
 

22. Lessons Learned.
 

Monitoring and management of policy based programs Is more personnel intensive
 
for AID than originally foreseen. The nature of USAID monitoring of such a
 
program requireA consistent intellectual involvement, while reducing the
 
requirement for certain project management tasks (USAID purchase and
 
monitoring of commodities, construction, and other normal input-related tasks
 
are reduced or eliminated, as inputs are mainly purchased by the Grantee using

Grantee-owned local currency). Using contractors to carry out day-to-day
 
monitoring of policy reform performance Is a viable way to assure sufficient
 
manpower in the face of frozen or diminishing USDt staffing levels, but the
 
burden of responsibility for such monitoring must rest with the USAID mission
 
itself. Monitoring of the Counterpart Fund (programming, financial
 
management) also requires consistent participation by professional employees.

ASDG has been lucky in this regard, as the CON detached a senior civil servant
 
to USAID to monitor programming of the fund, and highly skilled contract
 
employees have been available for assistance in financial management. Such a
 
program also requires high level USAID involvement of an intensive nature.
 

Joint management and monitoring of the policy reform program requires active
 
participation by both parties to the grant on a regular basis. 
Use of a high
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level committee composed of Secretaries General from several ministries under
 
the chairmanship of the Secretary General of the Presidency has not been an
 
effective mechanism in this case. The individuals involved are too busy to
 
meet on a regular basis, and those representing ministries which are not major
 
beneficiaries of the Counterpart Fund have less motivation to attend than
 
those actively involved in the grant program. The plethora of large
 
committees requiring periodic attendance by high level officials has become a
 
problem throughout the Nigerian Government. Committees for IMF and World Bank
 
program direction and compliance, and internal GON committees leading economic
 
stabilization and national development planning efforts compete for time with
 
ASDG. USAID is now seeking creation of A middle-level committee for policy
 
reform monitoring, similar to the middle-level committee for Counterpart Fund
 
management. USAID made design changes in the parallel health sector grant as
 
a...
result of these.les.ons.learned.
 

Attempts to influence outcome in areas in which AID has no investment of money
 
or personnel are doomed to difficulty. As a case in point, aside from its
 
major role as a donor of food aid and assistance in managing food aid stocks
 
and distribution, USAID has little role in the commercial operations of OPVN
 
and therefore has limited influence on its operations apart from moral
 
suasion. Close donor coordination and agreement by the major donors in a
 
subsector to press for the same policy measures can mitigate this problem. At
 
the same time, contradictory action by a major donor can neutralize the impact
 
of AID-supported policy reforms. This has not happened in ASDG, but the
 
threat is tangible. For example, donors differ in interpretation of the
 
"fixed price." Some say it is a "floor price," others an "indicative price"
 
which may or may not be strictly followed. Policy reform progress is less
 
likely to occur in these cases than In areas where there is donor agreement.
 
Measurable progress is most likely to occur in performance in policy reform
 
areas which are supported by technical and material assistance in
 
complementary AID projects.
 

As the program matures, modifications need to be made to operations and to
 
policy agenda. It is recommended that seed policy be incorporated into ASDO
 
benchmarks starting in 1987. Seed policy was earlier excluded because seeds
 
aro4 not handled by the input supply agency. However, access to seeds at
 
appropriate times, prices, quality and quantities is essential to improvement
 
of agricultural production and income. USAID also has strong complementary
 
programs under projects which are aimed at improving seed supply.
 

This evaluaLion did not demonstrate a successful methodology for evaluation of
 
policy-based sector grants. It is unclear whether the fault lies with the
 
methodology defined by USAID, but followed only partially by the team, or in
 
the re-interpretation of the methodology by this particular consultant team.
 
USAID would posit the latter, and the team argue the former. The team
 
successfully raised issues related to program operations and performance of
 
the Grantee in meeting policy reform conditions. What the team was unable to
 
produce to USAID's satisfaction was an image of the overall program, its place
 
in Nigerien economy and development, and its potential impact on the same.
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23. Special Comments
 

Cross-cutting policy issues: The cross-cutting policy issues (sustainability, 
women in development, environmental impact) to be considered in project
evaluation were reviewed prior to formulation of the terms of reference for 
this evaluation. They were deemed to be not highly relevant to this
 
non-project assistance program at this point.
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Annex D. 	Economic Analysis of Constraints to Sued Miiltiplication
 
and Distribution (Emphasis on Millet)
 

I. Introduction.
 

The scope of-this-analysis-is determined-by-three-criteria;
 
previous types of financial analysis carried-out to date, basic
 
assumptions which reflect seed policy choices, and lastly, the
 
amount and type of information available concerning the
 
respective costs associated with the demand and supply of seeds.
 
The analysis draws on and summarizes previous work carried-out by
 
Mississippi State Univeristy (MSU) (1986) and Couvillion
 
(1985,1986).
 

The analysis is based on three program goals. The first is that
 
the role of Niger's national seed program should continue to be
 
the orderly and periodic replacement of crop varieties with
 
improved types of food crops and not to be the primary
 
distributor of improved seed to non-project farmers. The second
 
is that the GON should assist seed rehabilitation efforts after
 
local national calamities through the supply of seeds to
 
replenish lost stocks, i.e. maintenance of seed security stocks.
 
The third program goal is to lower the GUN recurrent costs for
 
seed multiplication and initial distribution.
 

A. Systematic Replacement of Crop Varieties.
 

The systematic multiplication of improved seed varieties for
 
periodic replacement by farmers is important because new
 
varieties are more susceptible to diseases and must frequently be
 
replaced with more recent varieties. This means that a program
 
which has introduced and multiplied new varieties must be
 
sustained. Thus, the emphasis for an analysis of the national
 
program is on production. Taking on a national seed marketing
 
role would lead to unrealistic expectations about the role of
 
seed multiplication centers, opportunities for privatizationg and
 
to a massive hemorrhaging of government funds required for a
 
marketing role.'
 

In the past the seed multiplication component of the APB project
 
has been much more than a straight forward seed multiplication
 
program. It has become much more bacause of delays or
 
deficiencies and short-falls in the other components of the APS;
 

&Only with respect to specialty crops such as vegetables,
 

forage, and forest species, and for hybrid varieties (which
 
require seed renewal every planting) is seed supply per se the
 
main function of anational sed program.
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extension, input supply, and credit. 
 Previous analysis of the

seed multiplication costs and benefits has taken Into account the

broad development role associated with the seed multiplication

component. Seeds could be multiplied for much less if these

complimentary activities were costed to other activities of the
 
APS project.
 

However, it should be recognized that the viability of a seed

multiplication program is affected by several factors located 
....
 
boh-stram an onsra rm theultiplication operation.
Up-stream factors Include the administrative structure for seed
 

policy formulation and implementation and crop improvement

research which generates the new seed product to be multiplied.

Down-stream factors include the level of demand, the quality of

extension, the ability of the cooperative structure to procure

inputs, and an efficient marketing system. The APS project has

incorporated these down-stream activities into its past program.
 

The seed multiplication component was correctly rationalized in
 
terms of the direct and social benefits that would be generated

through replacement of traditonal varieties of mainline crops

with higher yielding and/or more yield stable types (e.g.,

drought and pest resistant). 
 The benefits of crop improvement

research are determined in the final analysis by the degree to
 
which seeds of the improved varieties replace those of

traditional 
varieties in the area of adaptation. If the seeds of

the improved varieties developed through research are not

multiplied, distributed and planted by farmers, there are no
 
benefits.
 

Since farmer-saved seeds of traditional varieties are usually as

satisfactory for planting as those available in the market,

farmers have little incentive to buy or barter for seeds of the
 
same variety they have been planting. The advantages and
benefits of improved multiplied seeds as compared to saved seeds
 
are related to inherent or genetic superiority and not higher

germination and physical purity. 
The problem with improved

varieties of millet to date has been the lack of any identifiable
 
improvement in y.eld of 
new varieties with consequent low
 
adoption ratos.
 

B. Maintenance of a Seed Security Stnck.
 

The APS seed program has had responsibility for establishing a
 
national security seed stock for millet., More than 1500 mt of
 
emergency stocks of 
lst and 2nd choice millet seeds are now in

stock (Tables 0.1 and 0.2). Theme stocks insure that seeds of
adapted varieties will be available to farmers in disaster years
when their own stocks for planting may be consumed. 
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A recent report by Missiusippi State University concluded that
 
the establishment and maintenance of 
a security stock can
 
"perhaps" best be done by the sed multiplication program, but it
 
should not be totally costed to the sued program. Maintenance of

security seed stocks is a proper 
"in the national interest" type
 
of program for the central government and it should be considered
 
as a sort of national insurance. .The1re ,isno-.reasoIn for sadding
the sued program with the cost of the insurance premium
 
associated with unavoidable losses of security seed stocks.
 

C. Lowering GON Recurrent Costs for Seed Multiplication and
 
Distribution.
 

There have been several suggestions for lowering U0N recurrent
 
costs for seed multiplication and distribution extending from
 
foundation seed 
(Ml) to farmer multiplied seed (M3) operations.

While cost reducing measures for M1 and M2 seed are concerned
 
with increased efficiency of current GON programs, M3 production
 
and distribution have been discussed in terms of following a
 
strategy of privitization. The primary change is the proposal 
to
 
shift M3 seed production of millet, cowpeas, and peanuts from
 
contract growers managed by the SMC's to the cooperatives, which
 
would also involve contract farmers.
 

In the case of rice, wheat, sorghum, and maize seeds the
 
cooperatives would presumably also produce M2 seed# 
 The
 
cooperatives would be heavily involved in the production,

marketing and diffusion of improved seeds, eventually take charge
 
of the total infrastructure beyond the MI stage, and participate

fully in the elaboration of seed policy. Other important

agencies in the seed area would include the development projects,

the ONAHA, and the Departement Seed Committees (DSC's).
 

The MSU report indicates that theru is little potential for
 
profit in Ml and M2 millet seed production, hence few private
 
sector entities will be Interested unless they are directly and
 
heavily subsidized. There is some scope in the long term for a
 
modest level of privatization in production and marketing of M3
 
mille',cowpea, peanut, corn, and sorghum seed. 
 Multiplication
 
and distribution of improved vegetable seeds offer excellent
 
opportunities for the private sector.
 

The next paragraphs discuss the major factors associated with the
 
demand and supply of improved seed in Niger and provides the
 
framework for recomendations concerning thl three major program

goals described above.
 

11. Demand for Seed.
 

The market for improved seedl like the market for other inputu,
is demand driven irrespective of what national %ead policies or 
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activities may be. 
 The demand for Improved lead varies according

to the type of seed (MI-M3) and who the clientel are for each
 
type. M1 seed cliental is the SON seed multiplication centers
 
(SMC's). In the past M2 seed clientel consisted solely of the

SMC's, but as suggested cooperatives could take on M2 production

and marketing of some crops. The cliental for M3 seed for all
 
crops are either contract growers who multiply it, cooperatives,

and farmers who wish to plant it in their own fields. Because
 
.mst proposalu folr costreducton andprvitizationare rlevant
 
to M3 production and marketing, the demand for M3 seed is the
 
major topic addressed in this section.
 

The major problem in estimating demand for M3 seed is that
 
information on actual use 
(planted seed) is not available. Up

until 
now demand for M3 seed has not been a problem because the
 
major client has been the security stock program. Now that the
 
security stock for millet is constituted, knowing demand is 
important because further benefits from crop irnrovement research
 
will be measured by the degree of replacement of traditional
 
varieties. Hooever, at the recent send policy conference
 
sponsored by USAID, the GON indicated that actual 
use of improved

M3 seed appears to be very low. There needs to be more work on
 
estimating demand and actual M3 use by region and by type of

seed. A good starting place would be analyze the results of 
a APB
 
1976-1979 survey on improved seed use and demand. 
 In addition
 
the Monitoring and Evaluation unit of the APS project is
 
implementing a study on demand and use and full 
support should be
 
given to this effort.
 

A. Factors Affecting Demand.
 

Generally, the quantity of M3 seed demanded by farmers is
 
determined by perceptions of a new seeds superiority translated
 
through rate of acceptance and size of the area of adaptation.

Therefore, in analyzing the quantitative goals of a seed
 
multiplication program one must take Into consideration that
production implies usage and that farmers acceptance, hence use,

of improved multiplied M4 seed, is determined by many factors of

gjreater importance than the quantity produced and available for
 
distribution. The degree of improvement represented by the new

varieties in terms of increased productivity, the efficiency of
 
the extension service and input supply program, and the fairness 
of the market are more dominant influences on farmer rate of 
adoption. If these other down-stream factors are not operating
in the proper direction, then the seed program will not bv ablp 
to market the seeds it produces regardless of the efficiency
attained in its own operation4. 

The mojor characteristics which demand estimations must take into 
account are the uncortain physical evironment and the degree to 
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which farmers are risk adverse. In Niger this problem im
 
compounded by wide swings in production from year to year.
 

More specific factors which affect farmer demand for M3 oeed
 
include the followingo
 

- Varietal characteristics, including Yield,_food quality, .... 
crop -yleI'-dison-ase S.-usupt.I-b-Ili.ty. So far improvedan-d ­
varieties have only been marginally better than locals and
with inputs (i.e. fertilizer) they yield almost the %ame.
 

- Rate of acceptance and diffusion of 
a new variety.
 

- Potential for saving seed by farmers. 
The potential for
 
saving seed by farmers reflects the potential flexibiltiy of
 
the system. Farmers face trade-offs between maintaining

their own stocks (in part to guarrantee genetic diversity)

and purchasing improved seed. Also, there is no need to 
purchase improved seed each year. Preserving ones own seed 
is tied to farmer desire to avoid risk by keeping as many
varieties on hand as possible.
 

- Seed prices
 

- Grain prices. Expectations about grain marketing potential

is also important. Farmers will 
not adopt new seed varieties
 
and product| n practices unless the additional production
 
can be disposed of in an equitablo market. 1f a farmer

adopts new practices and increases his production by SOX9
 
but has to market the surplus (amount above subsistence
 
requirement) at a depressed price due to overloading of 
the
 
local market, then he has gained nothing by additional work
 
required for harvesting.
 

- Ease of maintaining viability
 
- Accessability of seeds to farmers. Availability of. new
 

varieties.
 

- Farmer education about sued and its value (viable
extension package)
 

- Credit availability,
 

B. Levels of Demand.
 

Estimates of demand are crucial in order to sot seed production

targets. This is especially true of M3 production and
 
distribution to farmes. In the past, demand estimates have not
 
been critical 
for the seed program because of the necessity to
 
build a security stocks However, this stock has already been 
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established and future estimates of demand will be more critical
 
to increasing the efficiency of the multiplication program.
 

Dased on 1985-86 sales data for M3 millet seed production plans

for 1996-87 for millet have been estimated (TabIp 6.3). Actual
 
data on sales and stocks need to be taken into account for
 
determining production levels. A recomendation is that the same
approach used to compile Table 0.3 should be done on a-varloty by

artyand ut. byite4'bais Ihele-ss,
4PWNever-t the MBU study


indicated that the aquistion of about 300 kg of M3 millet seed/ho
is reasonable to renew millet seed security stocks (Table 5.3). 

The level of demand may also be determined by the form of
 
repayment for improved seed (Table 3.4). 
 In 1985-86 about 88X of
 
M3 millet and sorghum qeed sales were in-kind. On the other
 
hand, nearly all sale of cu..pea and groundnut seed were in catdi
 
or credit which is to be paid back in cash.
 

Improved estimation of demand will requsre timely gathering 
 id
 
analysis of market ddta including actual sales, the needs uf
 
specific projects# farmer acceptance by variety, comparative
 
yields by variety.
 

Demand projection should be done on a regional basis. 
This means 
that the regional or departemental seed committees wh estimate 
demand must be made operational. Firm advance a..'Jwrs should be 
obtained from coops, productivity projects. and merchants 
whenever possible. However, it should be noted that it will be 
difficult to interest private traders in making advance orders of 
improved M3 seed for the same reason given for privitization of 
the fertilizer markett commercent, will respond to farmer demand
when the rainy season has deoilnred itself or run the risk of not 
getting paid. Consequently, row would expect full time 
commrcents to be interested in the sed buisnest only in areas 
where a minimum amount of rainfall is guaranteed. 

I1. Supply of Oeed.
 

A. The Production System.
 

In their final report the MSU team determined that the GON seed
 
multiplicstion/production system now in place is appropriate for
 
varietal replacement and that the facilities for seed collection, 
conditioning and storage are adeaquate, or will be fully adequate
wthen replacement of worn equipment and additional storage are 
rompleted* The major concern related to continued BON
 
involvement in seed production is reducing the costs of 
current
 
operations for MI9 142, and 13 seed.
 

Current productionm outputs envisaged by the APB project includeds
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250 MT of high quality M2 needs producea annually
 

- 500 contract growers producing .300MI of m4 seeds
 
annual IY. 

- 10,00 MT of M3 ueedo produced annually through the CP's,
This. . wouldful. fl
. about ofthe annual-,requirement for 
millet seeds in Niger. 

The MBU team has suggested that these targets, especially the
 
1OO00 Mr of M3 to be produced through the cPrs, are unrealistic
 
and technically inappropriate. Given current resources it is not
 
possible to produce, condition, and package 10)000 MT of good
qualaty M3 seed. Even if production was posvible, it could not 
be assured that 10,000 Mt of M3 varieties would be actually
planted. Figure I shows the evolution of M3 millet ewed 
production in comparison with the past goals of the APB project.
It can be seo that actual production has fallen far short of the 
goals set. 

From a technical standpoint the MSU raport states that there is
 
no good reason to replace 33% of M3 millet seed each year. Given
 
the production environment and the limited marginal increases
 
obtained with new varieties, the MSU team recommended that the
 
following short-term production goals should be set on the basis
 
of areas planted in 1985 (Table 5)Ps
 

-Millet: 5% or 1500 mt/year.
 

-Sorghums 2% or 350 mt/Vear.
 

-Cowpwast 2% or i00 mt/year.
 

-Peanuts: 5% or 700 mt/yar.
 

Even the appropriateness of thee reduced lonj term goals would
depend on the rate of former accoptancv of itmproved varieties. 
From an economic standpoint, sued production targets ought to be
 
established on the beis of projected detmand. 
 Production
 
targets, and demand, will chanq* to higher levels if 
very

superior seed varietiee are ruleeuod and or hybrids are 
introduced. 

weedirqg rates its rable 5 are artificial because they or"e 
the same tcr all reions. Anotner problem with these statistics 
is that the figures liven for area plante0 are in fact area

harvested. Therefore seed nusds *stimait or the bosii o0 a 
drought year would be onreliable. 

- k"4 
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Production of Ml ueed has varled a great deal 
(fable 6). The
 
sam 
could be said for M2 production levels (Figures 2 to 5)

between 1977 and 1986. Highest yields over this period for M2
 
seed was 75o mto for groundnuts, 620 mts for cowpoas, 325 mts for
 
sorghum, and 920 mts for millet.
 

1. Costs of Production.
 

Production costs are discussed on basis of on-farm costs borne by

contract 
tarriers and those multiplication costs borne by the ON

seed centers. The costs of seed center multiplication are
 
divided into M3 and P12 operations.
 

a. On-Farm Costs.
 

To date, only two estimates of on farm production costs for
 
improvpd MI3 seed have been cArried-out (Rioser, 1980 and
 
Couvillion, 1905). 
 Only the eeser report calculated net returns

and result% 4ndicated that it; 
paid more for farmers to multiply

sorghum seed. 
 Returni to millet seed production was marginal and

negative for cowpea. The meagler 
oata on farmer costs and returns
 
to production constitutes an important inf;-)rmation gap for

onalyzing the profitability of seed multiplication by contract 
growesp. 
 To 4ill th i gap tho APS project is planning a survey

to maI e Outter estimates ot on-farm costs and demand. 
 It should
 
also be recom'nndw that a* p4rt of the evaluation newof the
cooperative seed iul t)plicatiun activity at Hamdallaye that cost
 
information be qatherod.
 

b. Cost ond Iaimbur ,e.,ent for Production Inputs.
 

In the past it-kind reimbursoment of production input credits
 
such as fertilizer has bon Ihased on a national price for
 
ro-cojpud seed, i.e 110 FCFAKtG in 
1986. the MSU report

reco#medeu that thivs policy continue to insure that input costs
 
are covered, thus reducing incomw risk to farmer%. 
While farmers 
ufferon from low yields (even with fertilizer) in 1904 the
problem in 1985 was price,. ror example, at the October 1986 
Maradi grain price of U. ITCF(./,4 it would take approximately 380
kg of response to pay fro lou kg of urea at 50 FCFA/tK and 100 kg
of simple oupor-poosphoto at 65 FIA/KO. 
At a grain price of 90
FCFA/IO, it would take only 1-17 
kg of added proouction to pay for

the forti I ire. In ofterms input cost reimbursement, an In-k$inJ
price sot #Qr seed anti 
inpotio before the agricultural season
 
btqins cur sootriloto, *iorooro froom some of 
tu price risks 
associated witth in-$intJ roettiursemont for inputs. 

*:.Vaud Citntupr ots 

The majortty tf coiotig "Ori for seaou multiplication has been 
r.nri -ot ltI re~feer ,i toL the soMu :sult p Iction ,:eter§
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(Couvillion, 1985 and 1986). Two cost estimates for M1, M2, and
 
M3 seed have been prepared for each year between 1983 and 19851
 
ona which is comprised of a financial analysis of variable costs
 
and a second which includes variable and fixed costs associated
 
with amortization of equipment and infrastructure. In addition,
 
the purchase of MI seed for M2 production and the value of M2
 
.............seedor.plur production-havebeeiinclUdedinoths econd
 
cost calculation.
 

The first estimates comprised of only variable sewd production
 
costs are presented in Tables 8 thru 10. Couvillion gives a full
 
explanation of the basis for estimating these costs in his 1906
 
report. Those costs which account for fixed costs are shown in
 
Tables 11 to 13. Regardless of the type of cost estimate shown
 
production costs only reflect center costs and does not include
 
overhead of main project headquarters. Docause the major changes
 
envisioned for the seed program involve the production of M2 and
 
M3 seed only these categories are analyzed.
 

The production costs of M2 seed per kilogram are summari-ed for
 
the years 1983 to 1985 for millet, cowpea, and groundnut in
 
Tables 14 to 16. Two estimates of production costs are shown for
 
each seed multiplication center. Estimate I refers to only
 
variable costs while Estimate 2 is comprised of both variable and
 
fixed costs. Average costs are calculated across years and
 
across all production sites. Both cost estimates for 1984 are
 
inflated due to that year's drought and resulting low output of
 
seed (all M2 and M3 seed crops are produced under rainfed
 
conditions).
 

For M2 seed groundnut is more expensive to produce than millet or
 
cowpea (Table 16). The average cost of production over all years
 
and across all seed centers is about 1130 FCFA/KG counting only
 
variable costs and about 2500 FCFA/KU if fixed costs and the cost
 
of Ml seed are included. Again, these estimates are on the high
 
side because of the low production levels in 1984. Thu lowest
 
production cost recorded is 169 FCIrA/I(( (Magaria, 1983). The
 
production costs of M2 millet (Table 14) and cowpea (Table 15)
 
are about the same across all years and stations, but quite a bit
 
of variation exists between seed centers and between years. For
 
example, average Estimate 2 costs of M2 millet production range
 
from 325 FCFA/KO to about 2600 FCFA/KU. For cowpea Estimate 2
 
cbsts across all years the range in average prices extends from
 
537 FCFA/KO to about 1780 FCFA/KG. Thu lowest M2 seed production
 
estimated costs for millet Is 215 FCFA (Kourougoussauo, 1985) and
 
for cowpeas 421 FCFA/KG (Magaria0 1983).
 

Production costs for M3 millet, cowpea, and groundnut seed are
 
given in Tables 17 to 19, respectively. Despite the fact that
 
the cost of M2 seed Is added to the production costs of M3,
 
overall production costs are quite a bit lower because costs are
 

~~\;° 
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spread over much larger land areas. As with 112 seed there is a

lot of varietability in costs between years, sites, and crops.

However, on average, cowpea seed seems to be the less expensive

to produce, followed by millet and groundnut seed. Using

Estimate 2 production costs the lowest averaqe cost for millet is

about 20 FCFA/KS0 43 FCFA for cowpea, and 41 FCFA/KG for

groundnuts. 
All of these average costs were reported for the 

-seed, center at foUkoudoUk 

Table 20 summarizes and compares the average costs of M2 and M3

seed production across all 
sites for the period 1983-85. Leaving

out the high figures associated with 1914 production costs it

would seem reasonable that farmers and cooperatives could bucomr

interested in M3 4eed multiplication for all crops. On the other
 
hand the estimated production costs of M2 seed would probably

discourage the privatt sect.:
- unless input prices were heavily

subsidized or the SON could guarrantee a minimum output price
 

Calculation of returns to the GON seeo 
progrAm could be imp" ved
 
if better inventory and sales records were maintained. The
 
current system of stocks accounting is not adequate and has
 
resulted in descrepencies for stocks of 
seed and exchanged grain.

The project does not know what seed has been sold until deposits

show up in their accounts, often with several months delay.
 

Cost accounting proceuduras at the multiplicatic-, centers needs
 
to include depreciation of bildings and o'uipment. 
 Improved

efficiency of seed center operations coulU be attained if each
 
center was given autonomy over its own accounting and buying and
 
selling operations.
 

The MSU report stated that t,, cost of running all the seed

multiplication centers in I'45 came to 487 million FCFA.
 
However, this does not iriclude the cost of administration from

the NCP headquarters which would bring the total considerably

higher. Nevertheless, substantial economic benefits have been

realized. 
At 1965 costs, the entire network of BMC's r^,Jld break
 
even by producing only 590 mt of M3 millet sed (Table 21). 
In
 
fact, the SMC's produced 1290 mts first choice, cleaned millet
 
seed and marketed 1,084 mts through cash sales, credit and

in-kind exchanges. 
Over 1500 mts remain in storage as a security

stock. 
The MBU report concluded that "the seed multiplication

program far more than covers its financial losses through social
 
benefits realized by Nigeriun farmers and consumers on improved

millet seed alone'. 
 Av vuch, "the need for subsidation of
 
mainline crops (millet, sorghtm, nowpoa, and groundnuts) will

continue in the forsaeabli 4uture, but the efficiency of the
 
BMC'S must be improved".
 

0. Marketing and Pricing System for Seeds.
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The marketing and distribution of improved seeds is somewhat
 
different for each type of sed preduced. The major clients for
 
breeder (MO) and foundation seed (111) are the seed multiplication
 
centers. For M2 seed the major clients are also the seed
 
centers, but it is being proposed that -operatives take some
-le,11-iro-,l" l, -1i-n.-. mo wwll.Is maor odu-cth -ultiplicati-on of' 112- Thei7j p'r a'e of 
M3 seed are currently contract growers with the seed program as 
the main client. It is proposed that production of M3 be mainly
carried out using contract growers but under the cooperative
 
system and that the major client should be farmers. Private
 
sector participation is recommended for distribution of improved

M3 seed. Because the major problems have been related to
 
marketing improved seed to farmers the emphasis is placed on
 
marketing and distribution of M3 seed.
 

With increasing stocks the seed program must give more attention
 
to marketing and distribution. To a large degree, the M3 seeds
 
produced have been distributed through other development
 
projects, or in the case of millet, has been used to compile a
 
seed security stocks It should be noted, however, that current
 
thinking as manifested in the draft national seed policy would
 
utilize a variety of means and avenues for seed marketing and
 
distritutions cooperatives, private merchants, parastatals,
 
productivity projects, etc.
 

For M3 millet, counting stocks and programmed aquistions, the
 
security stock is now constituted and can be sustained. In 1986
 
there was a quantum leap in M3 cowpoa and seed stocks available
 
for marketing. However, in 1986 only about 6% of niebe seed
 
bought in 1985 was sold. All peanut sed purchased Irom growers
 
in 1985 was resold to farmers in 1986 (77 mts).
 

A major problem the current seed program has faced is getting
 
farmers to plant the seeds It produces. However, this reflecto
 
short-falls and deficiencies In the outputs of research and
 
development more than Inadequacies In marketing and distribut an.
 
Substantial marketing problems will continue tu exist if farmors
 
continaw to resist replacing the varieties they use because the
 
GO-called improved varieties do not represent very substantic)
 
advancements in yield and yield stability,
 

Other major markejing problems of M3 sued have included the laL
 
of funds to transport seed from the multiplication centers to
 
cooperative warehouses, the lacl of in'ormatlon to farmers so
 
they can judge the performance of now end, and the lack of
 
credit for farmers to buy seeds. In addition, farmer purchases

of improved seed for multiplication have been limited in the past

because of poor guarantees by the UON to purchnse multiplied seed
 
or by insisting that all agricultural input credit be reimburoud
 
in a single year.
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It is obvious that the existing seed marketing and distribution
 
system needs improvemnet if returns to seed research and
 
multiplication are to increase. Although large amounts of, M3 seed
 
were distributed through cooperatives through an in-kind system,
 
no one really knows how much was actually planted (Table 0.4.).
 

1. Prices Paid by Producers for 117 Seed. 

-.....	 Con tract-growers of 3 *aeed .-have paid for seed-inputs -through--two.--*-' 
methods, in cash or in-kind. 1he price for 113 millet aeed in 
1986 was 90 FCFA/K13. For the first time in 1986 farmers wewe 
also given the option of reimbursing seed costs In-kind by giving
1.5 kgs of grain (millet or sorghum) for every kilograme of seed
 
taken. The in-kina program only applied to M3 millet seed. As a
 
result cash sales of M3 grain seed were very low while for
 
groundnuts and cowpeas cash u.alst or credit sales reimbursed in
 
cash made up nearly all farmer purchases (Table 0.4.),
 

The one national price had some equity polems for formaer 
paying cash. In some areas farmers paid a higher price for M3 
'ed than for grain. This discourages demand for improved seed. 
Un the other hand farmers In grain surplus areas paying for 
improved Mt1 seed grain through the in-kind paid much less than 
the cash price. For example, in May 1986 the price of millet In 
Maradi (20 km from the Kourotingoussaou multiplication center) was 
40 FCFA/KG and farmers paying in-kind effectively nly paid 60 
FCFA/KG at the *at 1.5/I ratio. 

However, the In-kind exchanges offer two advantages. They are
 
equitable in a country where farmars hold their wea~th in grain
rather than money, and, they elim'.oatu the need to have cash on 
hand. The major disadvantagu in management of accumulating grain 
stocks. Also, grain price vr iability makes budgeting more
 
difficult and increases the financial risk% to the send
 
multiplication program.
 

There ae currently 1500 mts of grain stocks that were trAded for 
seed in '986 and their value has declined since they were traded. 
If in-kind exchanges are to continue then saome type of program
for the orderly disposal of grain must be arranged. The In-kind 
program should be continued but with better management in the 
timing of sales sales. This would necessitate more decentralized 
decision making than is currently in place. For example, each 
multiplication center could develop their own liquidation program
 
by requesting bids for purchase from private traders. Since most
 
stocks are currently in areas where grain priceas are quite low#
 
thy different multiplication centers should have the option to
 
sell when and where they want.
 

Although the in-kind program is costly, it does increawe the
 
usage of improved seed by forwers. rhis may be considered a
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social benefit in that h,are the risk and cost to the government
 
are higher, the social returns from expanded farmer use of
 
improved seeds offset thos costs. However, the politically
 
motivoted seed-for-grain program will not generate the desired
 
aco imic benefits if the seeds are not planted.
 

For cowpia-and peanuts the marketing and-distribution-problum is~ 
formidable since there is no plan for security stocks and because 
of their poor storability. MBU has suggested an in-kind exchange 
program using millet and sorghum id engaging a consultant for 
formulating details of a marketing program in collaboration-with 
the NCP, The Directorate of Marketing. and private merchants. 

The motivation for increased use of improved seed must come from
 
the inherent value of the seed product. In this respect the
 
cooperative structure must do more to express demands upward
 
through the system. This may be indeed taking place with the
 
work now being carried-out in the CLU9A program and village seed
 
multiplication activities in the Maradi and Tahoua Productivity
 
Projects.
 

The MSU report has suggested that a pilot program of cash sales
 
of M3 seed through exieing private markets be aggressively
 
promoted for cowpea and onanut while continuing in-kind exchanges
 
of millet seeds where there exists a clear demand by farmers for
 
improved seed.
 

The M3 seed sold through private channels must be recognizably 
more attractive thz-n market grain and should be cleaned, 
conditioned and packaged. Cowpwas especially should be treated 
to control storage and seudbed pests because they are likely to 
offer substantially improved germination and seedling vigor as 
compared to bruchid-infested market cowpea grain. Incentives 
must be given to sed sellers. One way to do this would be to 
set wholesale prices for seed and leave the determination of the 
rutail sales price to private merchants. A pilot program in 
Niamey, Maradi, and Under could be started with private 
merchants with a monitoring effort carried-out to evaluate the 
costs and benefits of including the private sector. 

2. Purchaso Prices For Improved Semd Paid to
 
Orowers. 

Current OON purchase prices of improved seed from contract 
farmws are set for the entire country by a committee prior to 
harvest but after planting, 1he price given to producers for M3 
millet seed in 1985 was 110 FCFA/KG. There is no information on 
the extent of marketing or price levels of improved seed sold by 
contract growers to other farmers or merchants. 

:LJ 
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The MSU report recommended that prices Lo growers for improved

seed should be based on grain prices in any given year, Theme
 
prices should be set above grain prices to insure that producers

will sell reeds to the program and not on the open market. 
 In
 
the past the National Seed Council has set prices above grain

prices. The ratio of seed to grain price hdu varied regionally

because of regional grain price variations.
 

Figure 6--shows the range of grain pricue di-fferences 4rom-the-­
average national price by Departement in 1905. The average price

of grain in Niger was approximately 9:5 FCFA/KG, thus the seed
 
price was superior. However, a closer look at Figure 6.6 shows
 
that prices in Dosso were about equal to seed price offered
 
during October th,ough December while grain prices in Naradi 
were
 
about 45 FCFA below the official sued price. Prices in Diffa
 
Tahoua, and Zinder were abo,.; equal to the average grain price

giving producers in these areas a premium of about 15 FCFA/KG.

From these data one would conclude there would be very littV4
 
incentive from a price standpoint to prcdvce seed in Agada?

Dosso, or Niamey for October delivery and a large quantity in
 
Maradi for producing seed. During the months of November and
 
December Maradi send producers received premiums of almost 70
 
FCFA/KG above grain prices. For these months all of the farmers
 
of Niger received premiums for seed production.
 

Setting seed prices by region according to local ;., aie prices

could reduce overall costs to the seed multiplIcation program.

It has the added merit of eliminating the inter-regional
 
disparities in farmers' incomes due to differences between local
 
grain prices and the official national one. However, better
 
skills in management and better r.counting would be called for
 
within the seed program. Nr ,ortheless, a relatively simple
 
system could be set up where the DSC's could monitor grain

prices by coordinating with other agencies (Agricultural
 
Statistics ServLce, OPVN, INRAN, etc.1 and fix a single regional
 
price for purchases from seed growers.
 

A regionalized pricing system would involve purchases #rom seed
 
growers at a fixed percentage mark-up over local market prices on 
a predetermined date during or after the harvest season. 
Subsequent sales of conditioned sed to consU ler would be set at 
this purchase price plus a reasonable mark-up to cover the value 
added through processing. Regional prices would need to be based 
on markets that reflect opportunity costs to seid growers. 

Low millet prices following good production yuars roeain a major
obstacle to adoption of improved millet seedi. On the other 
hand, with high market grain prices improved seed will go for 
consumption. Which ever the case purchase prices should be set 
Abuve grain prices and bef ore the growing season to insure that 
priducers will sell seeds to the program. In addition to the 
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concept of setting purchase prices based on regional opportunity
 
costs, purchase price policy should also be set with reference to
 
the costs of production, alternative sources of seLd, and the
 
potential superiority of improved seed.
 

IV. Security Stocks.
 

The current level and purpose of the seed security stock hive 
already t'een discussed above. The major questions discussed here
 
relate ' I the cost of maintaining the security stock and how 
these costs might be allocated.
 

The MOU report recommended that not all costs of the security 
seed program should be charged against the project. The security 
stock is aimed to insure that some improved seed is available in 
time of need. As such the security stock be accounted for and 
funded apart from the seed multiplication activities, and 
separately acquired and maintained even if done by the same 
agency. Costs of seed security should not be mingled with costs 
of seed multiplication program. 

Any program of seed security stocs is bound to require a
 
continuing government subsidy. The national government has a
 
comparative advantage in this activity and considerable social
 
benefits are derived by the public. Quantification of the
 
benefit can be made by considering the impact of raplacing 5% of
 
seed stocks needed after a drought year with seeds of improved
 
varieties. Based on an estimated 25% yield increase without
 
fertilizer, this would amount to 15,000 mt of increased millet
 
production Just in the first year after replacements. Use of 
seeds in subsequent years and farmer-to-farmer diffusion would
 
Increase the benefits over a 2-3 year period. At an average
 
market price of 50 FCFA per kg. the 5,000 mt would represent 
increased economic returns of some 750 million FCFA in the first 
years
 

While the benefits of maintaining a sed security stock are high 
so are the costs. A rough estimate for annually acquiring and
 
maintaining a stock of improved millet seeds equal to 1OA of the
 
national seed requirement at 19 5 prices comes to about 229 
million FCFA, depending on thu aquisittun price and liquidation
 
price (Table 21). liven these large costs the MBU report
 

*This calculation assumes a naticxal moan millet yield of 
400 kg/ha on a surface area of 3 million hectares. Hance 
planting 5% (1509000) would give added yields of 100 kgkkk/ha, a­
1,50 00 kgl, INRAN on-farm trial results in 1995 found 
improved varieties to yield 26-59% higher than local varieties 
under traditional cultivation techniques (no fertilizer) in three 
regions of the country. 

~ ~ - 4~ r L4444 
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r~commended that WON should not try and hold stocks at 
the level
 
.
of 100% replacement of farmers needs


If security stocks were reduced to 5% of millet seed requirements
 
costs could be reduced substantially. Furthermore, costs could
 
be cut by stocking unconditioned seed, by 4cqiring it close to
 
the market grain price, and by rolling over the -tock over a
 
pttriad of years depending-on-tleretention-period-for viability..­
A-suming 1/2 replacement of annual millat security stock and
 
December acquistion prices in the open market, costs could be
 
held 	to about 37 million FCFA/year (rable 21).
 

V. 	 Cost Reducing leasures in the Production and Marketing
 
System for Gids.
 

The primary r*0ison why cost -eduction is necessary in the
 
improved seed and multiplication system is that if the entire
 
operation were to be supported by the GON tomorrow it would I.-'
 
to be drastically cut back. For examplt, 9ven if Niamey

administrative costs are ignored, less than 10% of 1905 M2 send
 
multiplication costs and less than 2.5% of estimated 
13 seed
 
costs were borne by the BON (rables 16 fAnd 17). On the other
 
hand the current system is capable of ,iroducinq more millet and
 
cowpea seed than to marketed.
 

The MSU team estimates that improved stock manaqeme'nt, lower cost
 
alternative program activities, and more rational accounting,
 
could have reduced net cash losses in 196b by up to 410 million
 
FCFA, or fivo-sixths of program outlays. two general cost
 
reducing methods are proposed. First, %vithin the current GON
 
program thriftier management of e&isting resources and/or cutting

nun-essential programs. The *,tcond method would be transfer some 
program activities and thivir ,inancing to other agencies or 
Ind vi duals. 

A. Specific Cost Reducing Measures of Current UON Program.
 

Specific cost reducing measures through improved efficoicy of 
current WON activities Include th' following auggestions. 

1. Operations at Vend Multiplication Centers.
 

a. Ued centers should charge activities In the areas 
of input cradits, extension oervicos, storage, and 
seicurity stock purchases and maintenance to other 
tiourcus. While those activities are well run and 
fulfill a real need they are not inherent to a seed 
multiplication system* After 10 years of extension 
efforts aimed at contract grower% it is possible to cut 
down on extension work. Input supply should be turned 
over 	to cooperatives.
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b. Equipment maintenance and operational costs can be
 
reduced. May want to contract out M2 seed production
 
to cooperatives. The MBU report estimated that
 
contracting DON could save about 20 miLlion FCFA/year
 

--. .on-1abo.....pens,... I.want.to.
Howaver, GON would- stil 
maintain close supervision over send quality and could 
do so by offeringits land for growers to uue. 

c. Move the activities at the Lossa foundation seed 
farm to another site with more suitable soils. Yields 
at Loss. have been very poor and costly. 

2. Purchase of Improved Seed From Farmers.
 

A revised program for seed procurement and sales could offset
 
program costs. For *nample, seed purchase costs can be reduced
 
if the program pays a guaranteed price for input reimbursement
 
and then buys additional amounts at 10% above the market price
 
prevailing at each sit*. 1985 savings of the latter strategy
 
would have amounted to about 84 million FCFA (Table 23).
 

The savings obtained in the different timing and location of
 
purchases may not always be this large. If this strategy would
 
have been followed for acquiring peanuts and cowpeas then the
 
project would have expended 115% more on cowpea and 33% more on
 
peanuts in Niamey and Maradi. However, it might have also
 
acquired more than the paltry amounts actually purchased.
 

The project could also pay lower prices for seed by either buying
 
seed from producers in the regions having the lowest market
 
prices or by instituting a bidding system cooperatives.
 

3. Seed Stocks.
 

The seed program should proceed with the liquidation of grain 
stocks. There is no reason to hold on to them after the system 
and can be used to offset production costs. Table 24 shows that 
the project could have brought in about 75 million FCFA and 
earned some 9% intvreit by selling off these stocks. Even if 
stocks are sold at a loss they should never occupy warehouse 
space past the and of the marketing year. 

Savings could be made if only security stock of millet was held
 
and other crops were sold off. Seed slould be purchased in
 
lowest priced markets and over 50% of the stock should be rolled
 
over each year. The MSU report recommended that moot desireable
 
way to cut costs on security stock maintenance and acquisition
 
would be to remove it from the control and accounting of the uvad
 
multiplication program.
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B. Reduction of Costs through Privitization.
 

In pursuing a privitization strategy the following points must be
 
considered:
 

The private sector must supply corrcc.L technical
 
information to users.
 

-Current clients for improved seeds are mostly around
 
centers. 

-There would be more potential for privitization in Nismay
because of the presence of commercents and functionnaires.
 

-The private sector can only be progressively brought in to

supply or produLa sad 4ecause of its lack of experience.

In addition, it is apparent that more opportunities for
marketing improved seed are open to the private sector
 
rather than producing.
 

A major suggestion of cost reduction through privitization is
that cooperatives take on nome M3 production role to increase

efficiency. 
However, the MSU report underlined two problems in

this strategy. 
First, it is known that cooperatives are
reluctant to take on 
the M3 multiplication activities of seed
centers because of the lack of experience. 8ecrd, up to this

point, it would be unwise to give up contract farmers because
 
coops have not been able to demonstrate better ability to
produce. The shift to cooperatives may come at a potentional

cost in lost efficiency by losing the expertise of farmers who
 
currently produce improved sed.
 

The MSU report further stat,o that reliance on cooperatives forprimary M3 seed production assumes that the on-going pilot 
sed
production programs under CLUSA tutelage will be successful, that

they can be sufficiently replicated to provide an adequate

structure for seed production, and that there will not be serious
slippage following the exit of CLUI3A and donor financtut

assistance. 
 In view of these great ucertainities, a combination
of contract farmers around the SeC,%ond cooperative seed
production would be the best compromise. Abondonement of thecotetract seed production operations would, of course, mean

abandonment of 
a very effective "extension" aspect*
 

In order to evaluate the 
LUSA work there is a nemd to obtain and

analyze the financial data on costs for the cooperative

carrying-out the seed multiplication activity. An yet no
financial data has been collected on 
this operation. A
comparison could then be made of the CLU3A experiment with 
current system of individual contractors.
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Should the CLUSA experiment prove successful then the current
 
%eed progrim should allocate more monoy to training.
 

1% p 



Annex 1)Tablo I
 

STOCS OF N3 IfS MNAU, P0TH COITIOD M 

NMowJI 1 2.55 13 11.JI9 

NuOWIsoea 11 3EPMT, IOC 1164)0 $IMir, 19%. 

KFPNTGOT !I1FTA 30a5 SIAII 'INIAN 'TWAO 11zNDEo 10 TOAL 
CSI.TI3(IYAI! 

NIUPET Ia 

CIV? 
wI I 5190 

211.2"0 1542.405! 
I .94130.211 

95.50 
Ilow7 01914.0041 

11 1 0I51.251 
121.423 

7.630 I' 370 #0316 10.542 1 41.173
PKLO i 17.40' 1.600

NM6 0.414! 1 II #..414
$Kom1 1 1 0.00w 

3.MSINE!I I I 0.0 

MOAL I s 191.25 167311.W3 1591.364 1 49320!27 5.MAI 

IBMW I I I I .000
IN I I 0.00 

TOTL 10.000 1 0.0* 10.006 1 .000 it, 001 0.000 0.00 

WUP(A I 1 I 1 I I f 

TU&3 122221 
 I f 132.327 
L MAL 1 1 0.5711 I 47,1535! 1 47.1 

CIII I I 1 I0.0* 

TTtAIL 1 0.0*!1 32.9011 0.*! 0.0*!1 41.531 1 0.0* 1 *0."1 

PIM 
 1 0.00* 

* 



Annex D Table 2
 

TOCKS OF 2ND C OICE SEED 0N NAND, IV PAMATIIN, IOCT 1S&),
 

KPART)ENT !M'FFA OSSO !MARII NIA!¥ ITAM A 1110 TOTAL
 

NILLT , , ! ; I I I
 

o 0.000
CI ' 

I ! 0,000
PEP I 


AII(0C0U I1 ! 0.000 
1 0.000P3 KO.0 0.00ON0 ' ' 

UCO o , ! i 0.000 
I 0o.000lIPI I I 


0 110100 0.'00 ! I41.530 C114.140TOTAL 1 0.00 41.000 ! 0,00 n... S.... e.. :...-.. .e.......
 .... I..... e ....... U ..... ~ , ..
 

!WA I I I I I ! 

I 1 I 0.000
[5 !1 ! I 

*43 

I--*---­. !'--"-:.... . !------- ! ..... '**- -- 00004I** Ne...LW...4 !... 1 
I----.. e. . --!- . *.... .... .,..... ee I...... .... e. 9 

e~e . 

1 1 0.00PEAUT ! 
04000 0000 ! 0000 0.000! 0.000
TOTAL !0.00 0.000 

4 4~)I*I,., , ! 




Annex D Table 3 

TOTAL SALES BY METRODo BY DEPARTMENT, 19656-6, AND PLAIS
 
FOR 1986-87 PURCHASE8, NIGER.
 

DIFFA DOSSO MARADI HIAMEY TAHOUA ZINDER TOTAL
 

m mmRm. m i m.-mm m mm mi ---­ mimmmm~mmmmimm~mm~im

1985186 imii
 

PURCHASES 55 597 
 1175 649 488 649 3592
 

CASH SALES 0 25 15 6 
 0 0 46
 

CREDIT BALES 0 21 
 16 16 1 16 609
 

IN-KIND SALES 
 0 0 561 ?2 255 109 947
 

TOTAL SALES 0 46 592 46 273 125 1082
 
mm mmmmmmmmmmmmmmmmmm~mmmmmmmmm~mm.mmmmmmmmemmmmmmmm
 

HILLET
 
1966-87
 

mm...... ~mm.....mmmmJJmn~mmmmmmm...mmm.mm..jm... 
lmmJ~mj
RECOUP 90%* 0 216 205 
 227 194 218 1062
 

PURCHASES 
 0 300 300 300 300 250 1460
 
m~om...... mm mmofmmmomi mmo..m mmmmmgmmmmssmmmgm.. mmn 

TOTAL 1986-87 0 518 605 
 527 494 466 2512
mm....nmm mm......S 
 mm.... ...... mom.mim....miennm..... mm 
 mm.n
 

ACQUITIONS

KG/ SECTARE 
 0 301 310 293 325 271 300
 

GOWPAS
 
1966-87
 . ....... mm...mmmoilnm... .... m...mlm~iml~mim
mlm....


RECOUP 90* 32 77 57 60
a5 S6 367
 

PURCHAS98 500 o00 

* 

800 600 760 600 4450lm...m.mim...mm...... 
 mmmmimmm.....m........ 
 m...imm lmlm..
 

TOTAL 1986-07 532 877 65 0657 630 4617
866
mminmom m... mmi.mm.... mmmmmmminmmmmmm..m.mi~immmiim...mmm. 

ACQOITIONS

KG/ HICTARE 920 624 
 732 822 569 856 764

mmmmmmmmmillmwimmm...........mmmllmm.inimimimmim
 

SOURCESS ANNEX TABLES 56,7,14, AND ,OUVILLION,1966 REPORT
 
TABLE 19.
 

* RECOUP ASSUMED 61.2 KO/M FOR COWEAS AND 140 Ko/HA roR HILLE? 

http:lm...m.mim...mm
http:mm.....mmmmJJmn~mmmmmmm...mmm.mm..jm


Til 44WAISON OF NATIO104MsP CASH, 0011it 00D 1I INV SUSE OF 10 SEED Of CPOP 15/04 (MAI) 

.. ....... . .. . . ... . 

Sf. t * 

0.1+.!Ei, ,*I 

++: ,04. .4 ,0,e.¢a S.1e, S 

151.../ 

171.I.l 

58.1 

A.). 

.5,3 -. , 

02.0 0.0, . 

0,4 t 

2-.0 1,1 '),0 24.1010 

S0,.X 0.0 0.0 0.0 

;41l.i~lI, , 24.2 

TOTAL 4.4I 72.I 

S00 40. 

+_._..._....++_..........._ .. : 

w"L i| tVO WPT!1, IUD ALIPTIZOAII NO "W +V!l INNIWAKI(, TOIMB 1-7 
, L ;'+ l+011119 1" I1 OVE[m 0 4 Il t+' " ; 



Annex D Tuble 5
 

Table 5. Area planted and total seed needs for the four main crops in
 
Niger.
 

Area Planted Seeding Rate Total 
eed Needs
....S ee d- ---- K ... ---Kind Ha .................. ---


Millet 3,162,710 
 10 31,627 
Niamey 796,568 
 7,966
Doese 639,934 
 6,399
Tahoua 439,160 
 4,392
Haradl 643,451 
 6,434Zinder 588,868 
 5,889
Dirta 53,844 
 538Agadaz 885 
 9 

Sorahum 1141 226 15 17,118 

Niney 95,663 
 1,I35
Dosso 58,194 
Tahoua 236,730 

873
 
3.551Maradi 419,582 6,294Zinder 331,O23 
 4,965
Difftaft 

Agadas 
 34 1 
opea 1,566#337 25
 

Rimey 159,652 
 3,996
Doeso 465,603 
 11,640
Tahoua 265,038 
 6,625
Haradi 368,206 
 9,205Znder 281,216 
 7,030
Dita 
 26444 
 658
AladaM 
 78 
 2
 
Peanut 142,062 100 14.206
 

Niley 1,507

Doeeo 12,430 

151
 
1,2&3Tahoua 


Maradi 
m 

65,107 
 6,511Znder 62j614 6,261Dift 404 40rAgadas 

source' "$So 1985, etiuatu except 1984 for' peanut,
Otlrteli~1Z4 , 



Annex D Table 6 

Table6. MI seed production by the FSF-Loosa, 1980-1985, by crop and 

Millet 
 Sorghum 
 Cowteas
Year P3K HKP CIVT L30 BDF 

1980 1.14 1.2 1.3 
 1.14
 

1981 3.6 1.6 
 4.8 4.0 
 0.6 
1982 2.8 1.6 
 ;,.4 5.5 
 2.5
 

1983 
 2.6 1.4 2.1 
 3.1 i.6 1.o 
19814 2.5 
 .2 2.9 2.14 1.5 .6 

1985 L.O 3.3 3.6 2.8 
 3.4 1.8
 

Sources Oarbs, B. 1986. 
Rapport de Stages Politique Sameno/ere au0Igert Exemple des Trots PrinoLpal Cultures (Mil, Borgho,et Hiebe. Faculte O'Agronowie, Department des Produotions
Vegetales, Univeraite De Niamey. 
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Annex D Table 20
 
a6
 

TAML 20. EcoMIc NEtnN KMfol fILUT WEE eqLrIPAIgAvION, 1914 A* IM 

IT" UNIT I914 1935 

IN. WFICIEETS 

tIwev, 1lld wle prcest 0.25 14.3Yield 4dute ig11a 64.2 5 i4.5 
NT N riLvirsh641

muiet Price (Ikc.1 MCFAN11 1
tevsw g io. FaN/b m.t 91 
Cost of m FioM 9
 

XIT XY 44,l1/m, iru 9260
MSL.S 


~a~lcIl
U Ct~~ 
IcOI
No U"-NU- -
 , wm~m
 

ka plated Is IW#Mw , 

varso to clfr cpte
IM te platato S46ctmI9 

- 060006006"-- , _ - -

:
 

NteOAswm M5 yield Ili$ Irwlsprmw idllf (MYit do p.301 



Annex D Table 21 

NANACHT ALTERNATIVES FOR MILLET SCE SECUITY STOCK 

OFF. ICE OFVRICE OFF.MICE MXT.RICE
 
101 STOCK 51 STOCK 51 STOCK 51 STOCK
 

1001 1001 331 m1
 
ITEM UNIT ROLLOVER ROLLOVER ROLLOVER ROLLOVE
 

STOCK SPECICATION 
_ ataai 4teaind t . A -000 3 ~ o~.etri W -Q0Q00 -000 

Sew~yrpot~n0.1 0.05 0.05 0.05 
_
 

Secuity Iteck ittric ton 300 1500 1500 1500
 
Rollover proportim 1 I 0.33 0.33
 
Apaual rollovw mtric to" 3000 1500 500 500
 
Storage IMn 0.05 0.05 0.05 0.05
 
A"aIl reule mtric tom 2850 1425 475 475
 

UNIT COSTS/IIENUEI
PFrchase price 1195) FCfA/l 110 110 II0 so
 
Liquidtim price FCFAIk, so 50 50 50
 
Pactgiq rVAIllyI 2 .2 2 2
 
Varahovmil/lu tic. FClA/&g 2 2 2 2
 
Transport/Andlil I FCFA/kj 10 0 50 10
 

TOTAL COST 100 FCFA 372000 114000 44000 49000
 

II. wVVE 1000 FCFA 142500 71250 23750 23750
 

I0 22500
N A LCOUT 100 IFA 114750 40250 M54
 

KD=JI COT 1000 FC0A 0 114750 74500 15000
 

Source: MSU Report, 1986.
 

A+ 

A.. 

. 
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Annox D Tablo 22!iiiii...... ............ .. ..
.......................

u U.S***SSeoSaSSwSS#pw....II 

(MILLIONS OF FCFA) 
..... INDICATIVE 1935 COSTSos OF PRODUCINO M12SEE) 

601 USAID TOTAL TOTAL COST TOTAL COST
ITH costs costs COST IF CONTRACT IF.OSE 

OUT 02 LOISA FARM 

Klima 
KS I Lchiefs 3.13 3.I 2.27SIC list. chief$ 2.27 2.27 2.27 1.

sINC ll laborers 19.95 19.95 3.30
 
Cr.. supervisors__ 2-341 2,34-- .3.~9- ­
Matc-iii '1.12 1612 1.32 1.52Ckief fews 2.34 2.34 2.34 1.95


Tractor drivers 
 1.17 1.17 0.40
 
Hlrdrs 2.34 2.34

Paint protectiss 0.0 0.3 0.30 0.35 

IIsdisliuts Prsnejll 144.: 14.31 14.31 5.N

Fortillror 
 2.51 2.51 2.51 2.1 
Jl5Kticids 0.73 0.73 0.75 0.75""MIN 
 2.55 2.55 k.
RIrUI MAIMtEIC .5.43 15.43 15.43 15.43 

TOTAL COST 
 5 , 5.51 71.26 51.50 3.11 

Asueetieoo l4 -lr1l c4re 170,000 CrAI/ut I 6.5 Mtk, 
6-luvol cadres 050,000 W!4Ismth 16.5 matk,
60 wpnaset laorers 4253000 FCA/mtk 1 13 Miks. 
: tracto drIver, 0'30,000 rllus th 123 iW1.,
6 borders 0 25,000 fCFA/tk 113 w.ss,
1 cris srviws 130,000 WA/wtk 11 mtk,
&chauf(Wfar130,000 FCVAmath 113 amaths,
I 041Sin 020,000 FCAImtb, I sloths,
6 C-Irtl flat #retect$- ca s 150000 FfA/itk II wth. 
Packafi 0 IN F1cTfsus I I uclsteo. 

Scirca: MSU Report, 1986.
 

\A 



Annex 	D T4ble 23 

?UJECTIO COI IEDUCTIOWU FRCl TOO PICJP ALIERMTIVE FOR MILLET IlP IN 1915 
(100*1 FCFAl 

DEPARTIMENT 
ITCH 	 Niaey SolO T"I Whradi isder fill& TOTAL 

UlEPIMOIASL(etrictons) V "1 334 	 3 21 

NILLET PIISc IFCFA/kg ) 
Official price 110 110 110 110 I10 110 
)Wirtpt price 1121151 9 04 74 41 77 71
 
Market price lot 9 92 II 53 15 0
 

ACIIISITI COSTS 11000's FIA)
of iciI price 5070 49390 34740 954 3 100 23 7210 
Market price ,101 53W13 4111 27054 44004 2M5 M o203 
Nalfst al$ncost 4 101 #0112 S3 22373 44 22770 44W4 17090 

NESCE WOSa liT. # lot 5907 003 96 49414 3250 2232 S33 
MUS CUM W AT NI JIM I3 14342 13 Il42n1335 1,463 49474 3747 

I Notes 	 Aisanhell of qustlti pw'cklloed e le are bougt II lowes price rgIm 
at 14 wit Vice , 1#I. 

Sourcu: IHSU Roport, 1986. 

a' r 	 i 



Annex D Table 24 

INDICATIVE INPACT OF COST AEDUCTIOI OPTIONS ON I915 NS REDl PIOION fmOllicat FCFA)
 

STOCK MIiASMET OPTIONS 1 COST DIDCXTION OPTIONS 

ACfTlAL IM NIL tMY HALF ! SELL 40 INUT! ! OUTSIDE ICONTT! SELL 
i VAUIIS AT iMIT NIL. AT 'CIOIAID! CRIT JENSION! OUTI 'RCUNTy

COSTSIIRCV P I (193) !ILU 101 MIN. COST! HAIN 
i2 

I I Ii3! 


11CO1T110 
AI110STRATION I IIIIII 

SICh01#11A asits. 13.91' MI L.1I11 3.11A.1 1.11A. 39-.3.9I1
Wiidipetv#u wsw. 10.90 150.30 ! 10.30 1 10.30 ! 10.30 1 0.30 !150.00 !15030
kpmislwy aide 19.94 1 59.9 ! 19.9 ! RA.9 ! 19.94 ! 0.001! 0.00 ! 0.0
Il lof a I I # I I I 

72A2 ooE1 I 71.24 71.26 71.26 1 71.261 71.21 51.50 I 51.50Fot. trllot 111 1 25.0 0 5.01 1 25.0t 0.00 1 0.00! . - 0.00250. I 
. o rticiw l I 3.4 1345 4 1I .45 ; ..I 34 3,4S 1 .45 1 3.45

I 1l6IN' 1 I 5.03I,*~l l l! !.03 1 0.0 1 t.00*,i I l Il ,! ! I 1.l 5,l ,l1 2I!2.l1 I.2I 2. 2. 1 2.31 2. I L2! 1.50 2.53
NiO.E MIITIU 1 55.45 1 1.5 15.45 12.00 12.055.45 I I 1 52.0 1 .0 

llliilI !I~i ! I 1II I t 1. I II,0 I ' ; 
KmlllAMS 12) 1 324.11 240.61 1M20.00I 2.0 I 2.0o1 2.10 AB.00 

OM. CUT 414013 404.5!7.0 1s$1 31ot 352.0! 29.m3.04! 29.2" 
lowCEIcost 1 0.00! !.63!32.66! 0.! 23.44! 301 51.76 I0.0 

! I I I I ! I I 

"I53)
td I I 3.66! 1I7L.36! ,01! 01.0 1 00 1 ! 
Ci ad e 1 7.5 ?.%I I7.561 33.42 33.42 t.A42 I 63.42 1 216.17

I (45 5! M0.4 0.00 
Valve of A3 stoks (3! 53.1! 33 ISI 533.15 MI I533.15!I33.113 1 533.15 1 0.00m m-----m--- - I!--I --- I M -- =------i- mu---I! 3o.--- m i-­

33 III254.57 1 256.511 256Il 25!.57 21.5175! 21.97 1 2.2157/I h 711.11
M3UCCMWO I 1.0 32.6 2341336! ! 6 .196! 1 33.1NoICANI 40.! . 9.u1m I3l 14 m,! ,1 W."6I 200375 i75.7 

Ias Neatoeot cut ofprog 0 im.
 
ANMu 193 Stif in JItt. 16 ACUiNtatsio
 
km half $Im Cliffs* aw oulows tin swo a 3.
 - wl spswtorlu v rol curratl! beol pl4ed by ho 4w "Ietwis.
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FIG I EVOLUTION OF MILLET PRODUCTION 
PLM~NE VS AZTUIAL 1978-1985 
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AXNKX E
 

Asriculture Sector Development Grant Amendment
 

1. Letter from Minister of Agriculture (CnSlish) 

2. Letter from Minister of Agriculture (trench) 

3. Letter from AID Director (English) 

4. Letter from AID Director (French) 



ANNEX H 

TRADUCTION OFFIClEUSE
 

Niamey Is6 flyrier 1987 

Mr. Directeur
 
USAID/HNier
 
Nilamey, 	Nilor
 

Subject, Proposed Conditions Precedent 
to the Amendment to the Agriculture
Sector Development Grant (683-0246/47) 

to. 	 71L No.OO8/USAWo
 
of February 3, 1987
 

Dear Director, 

Pursuant to our discussion held on February 4, 1987, 1 have the
honor of informing you that I approve the conditions precedent to the
amendment to the Agriculture Sactor Development Grant, 

Sincerely,
 

ALLELE EL MADJ MABIDOU
 
minieter
 
tinistry of Agriculture 

Q4
 



RhPIUEV DUi NIGER ANNEX EcO~n JL' ~ 	 mey- leh.........	 , 

CONSEIL MltTAIjRU SUPREMENinyJ 1Ii!; 

MINISETRE DR .'AGRICULTURE 	 2/9/87 

N683-0246
 

v~iiELEEMBASY bMINISTRtE DE LOAGICULTUHR 

UITED STATE OF AMERICA 80 6QFEDO9R6.'Q A INFO: DIR;DCHRON 
DATE DUE: 2/17/87

?onsiour lo Diroctour do IJUSAID 

Obl I 	Conditions prdalabloa propodjs
 
pour Il'amndomnt & la subvention
 
au D6voloppemont du 8Octour AgLicolo
 
(683-0246/47)
 

1(S V/L n* 0081/USAMD
 

du 3 l'dvrio 1907.
 

Monsour 10 Dirooct, .,
 
Commo suite A notro ontrotion du 4 P6vrlor 1987,


J'ni 11honnour do vous in(ormor quo jo marquo mon approbation
 
quant aux conditions prdalablon h ltamon6omont & la subvontion
 
au ddvloppomnt du soctour agricolo.
 

Jo vous 	ptio d'accoptor, Monsieur lo Directour,
 
Iloxprossion do ma hauto conuid6ration.
 

*by 

..
 

~ ST 



ANNE. i 

II 

UNITED STATES AID MISSION TO NIGER
-I AminSCI Embassy 

NlJmey,,03 FEB 1987 
B.P.11201
 

NIAMEY 

us~n 0081 
The Hinister
 
hilstry of Agriculture
 
Niamey, mixer
 

Ref. 	 Proposed Conditions Precedent for the Amendment
 
to the Agriculture Sector Development Grant

(683-0246147)
 

Dear Hr. )inisterl 

As you know, we have been working on an amendment to the 
Agriculture Sector Development Grant. AID Washington requires 
that we add conditions precedent IDaddition to adding funds. 
We have declded to concentrate on seed policy for the conditlons 
precedent based on the discussions held at Namaro with AID and 
members of your government. 

Attached please find a draft of the conditions precedent which 
I would like to discuss with you during our meeting tomorrow* 
February 4., These will be subject to chnoge as we prepare the 
amendment and elaborate any other changes we may find necessary. 
This draft represents the general line of thought from the 
farto Workshop and subsequent discussions with your staff. 

SinceorelyiN 

Peter lenedict , 
Director
 
USAID/Niter 

Uncle. 



1250d 

CPs.for ASuu 

_6 -Providse USAID wiith- an aci -ip_ t_--, iic efr 

for the restructuring and diversification of the seed and plant
material multiplication system. This action plan vil permit
decentralization and autonomous decision Peking in price and 
output levels for the multiplication and distribution of seed 
and plant materials. Itvill include a national seed security
and a national certification and quality control program for 
seed and plant material. Those components of lead and plant 
material production and distribution that remain within the 
public and mixed sectors for reasons of seed security will be 
so structured as to reduce per unit production and distribution 
costs. The action plan will Include a timetable for the Is­
suance of the statues. arratis,. and/or administrative decrees 
necessary for operation of the restructured seed and plant
material multiplication center. All action plan Items vill 
be completed by the Program Assistance Completion Date. 

7. Issue statutes# arritis, and/or administrative decrees 
necessary for a national certification and quality control 
regulatory system for seeds and plant materials. 

8. Prepare a plan for implementation of the proposed policy 
changes that will be executed prior to tne completion of the 
ASDO. This will include: 

• 
a) Reduce the average rate of subsidy on agriculture Inputs 

to not sore than 15 percent of the delivered cost of the 
Inputs; 

b) Have In operation a tender and bid system for reconsti­
tuting OPVY stocks for all purchases and sales; 

) Maintain a minimum level of 6.000 Tons of village level 
gain stocks through arrangements vith cooperatives and 
groupoments mutulistes; 

d) Carry out recommendation 
study by establishing the 
credit unions; 

of the agriculture credit 
framework for formation of 

.4. . . 



___ 

.2­

e) ibsraliel, simplify$ and publicist procedures for cross 
bordrtrad., especial I o-- cowpass an~d 1$vstok.by
el.iminating egal and administ:atlve barriers to part­
icipation Incross-border trade by relying on market
 
fOrces; and 

f) 	 Continue expansion of private and cooperative sector 
participabia in production and distribution of &Sri­
culture inputs, cereal* marketing and distribution,
agriculture credit and cross border trade. This 
includes reliance on free market prices and continuation 
of the policy of not Issuing officiaL p.ices for cereal#. 

Dral tedt AbOt truest F Olbsoo;@4150d 1/30/67
 

http:1$vstok.by


UNAE STATE AIAISINONIE 

LAE 
A 

us"i- 008 1
 

Monsieur 1 )intarre 
hLniatire do I'Ariculture 
ismaeys 	 Niger 

31.t3 	 conditions ? lables Proposles pour *Aaendemvnt I 
Ia Subvention u Nveloppeomnt du Secteur Agricola 
(6b3-020/47) 

hosleul I HIalotre, 

Jat lbomeur do vou. rappeler quo noue travaluona our 
Vomandemnt I Uolubvention u Diveloppment du lecteur 
A"ricole. L*AO/VoshLnton hzie qua nous ajouton d" 
codilon praloableu concemnst Los foods spplmt ire-­
qut ont 6d6 fourn#, Nou avou dkcidA do noa conc:ntrer 
our Ua politique adopthe an .otilre do osmes en ce qui 
coacers lax eom~4Stioa prialables ot I&base do# discus­
sions qua LoAU .t lea menbres do votre 0ouvernemeat out ,-,
sues a 	 Miloo."-. 

Vous trovvers ci-joint un projut do# conditions prialablso
doqua ja voudrai qua nous kalsios pendant notre du.o. 

domain 4 frier , Cox conditions poircout Atre modifiks 
a assvre qua nova priporerona 1'aaendement at procderons & 
doeutros modifications qua nov selatrerona akof1oirea. C" 
projet repriseast 14id6 hairals do Ateler do komo et 
des dLsuesion 'oubslqueoue slat ou Ueu ve voo agent.. 

Voilles agrier, Heouru le Minitre me do ma haute 
cousidirationA.4 

KI~lere t ur ed 

Peter Benedict 

L...	 LAA,-AA< -..• 	 .....
 



Conditions 1rAslables Relatives &aSDSA
 

us plan daction on vue do r~aliseE' Is riformo des6. 	 Yourair I l'UMAID 
poitiqus auz fins do Is riorgnisatiol at diversification du systims do 
multiplication do essences at plants. Ce plan deaction pemettra do, 

prockdor 9 use dicentralleation at autonous do pries do gkcision our lies 
pri it niveau do production 	en eoences at plants. 1 cosportora, au 

do stocK ssocciot do aticuuilt& ot doniownational$ us program" 
~ coftl LatlQu-at-d4 cott~le -do -a- qulitiwoseine a--pans. Las-, 

-

volots do production at distribution des plants et somences,qui restetont 
at aixto pour raisons do sIcuritA somoncilredams ls sectours public 

eecot do production t dosarout structuris do manlire i riduuols 
un calondrie pour Is.distribution par uniti. Le plan d'actlon cosportara 

status&arrltis at/ou decrees 	adastratifs nicessaires aupublication do 
a!toructurds do multiplication sooncilre. Toufonctionnamant des centres 

lss 	points du plan dactlos dovzont str:raes avant IsDate 
d'Achbvemnt du Programet d'Assistance. 

7. Publier dos los at/ou arr~tls, dectots adni1uzatii nkossaitos 9 wu. 

systlme visloeastant 1 certification national at Is contrOls do qulit& 

dos sovences ot plants. 

8. 	 i0rparer us plan do also on oeuvre des modifications politiques 
proposiso devant ire e|cutdos avantIlacb veont do Is SDSA. Cola 
compreodra: 

a) 	 le rlductLon du tam moyes do Ia subventiop : ntrants 
arLcolop A us tauz n'sicdat pas 1Z du coOt dos intracts i & 

livraLsonl 

b) 	 1o fonctionnemant offoctif d'un ystr, d'appols d'offres & Is. 
concurrence at do soulssto, couvrant Is totaliti doe acbats ot 
vent*& do I'OP | 

a) 	Is malotios d'un lvosu minimum do 6000 tonnes dos stocks 
cirdalisro villageoos &rice suz dispositions prises avon Its 
coopratives at groupomnts sutualistoso 

4) 	 I°applUcaton des recolmandaLio.s formuales par V'tude our I* 
srcdlt agricolo on mettact en place Is cadre do formation 

at d ctdltld'assoiatiosa d'Spargun 

e) 	 1 Ablication et vuiarlstion do pros ures plus libirals eat 
relatives au comrco frostaitr, sotaseot aolul doSsinplfilaos 

allbI at du bltail, Sris 9 I suppression des brril4r 
Jurldiquss at adsalistratives etravant we larle partlelpatinG 
s morcO at en coapist out lOS forces do marobti 

setaur privi 

at doa moosot ...Mratit &Is production St distribution des 
istrat agrcoos# I Is sommeraialioation at distribuation des 

L) 	 Is poursuti do Vex nslon do Is participt o ido 

cirials so cr4611 agrisole at am conote*s troutaliar; at Is 
't.~'sootlasso sux pris doi marcal Libre at Is poursiite do Us politi4Wa~ ~ ! 

do wa-fisiesloo des prim offiil1.18 e scirsawte 



AINU F 

Agriculture Sector Development Grant Amendment
 

I. Draft PAAD Action Memo
 

2. Draft Authorization (inpart)
 



Annex F -Draft PMAD Action Memo and Authorization 

MEMORANDUM FOR THE ASSISTANT ADMINISTRATOR - DRAFT
IACTION 

FROM: Carol Peasley, Director, Program Development Office 

SUBJECT: Niger Agriculture Sector Development Grant (683-0246 and 683-0247) 

I. Problems
 
'Y our approval- Is- requested-for n-amendment-to th Agriculture $octof .. r- £ ... 

Development Grant (683-0246 and 683-0247) to the Government of Niger to add 
$7,670,000 for a nov total of $39,670,000. In the amendment $2,000,000 Is 
from Section 121 of the Foreign Assistance Act (FAA) of 1961, as amended, the 
Sahel Development Program (SDP) appropriation; $l,905,Ot from Section 531 of 
the FAA Economic Support Fund (ESP) appropriation; and $3,765,000 of 
reobligated Sahel Development Program Funds. With this Amendment the 
Agriculture Sector Development Grant's funding will total $23,492,000 under 
SDP (683-0246) and t15,278,000 under ESP (683-0247). 

II. Discussion
 

A. Progrm Description and Purpose 

The Agriculture Sector Development Grant (ASDG) as proposed in this amendment 
i essentially a resource transfer with a technical assistance component 
($3j700,000) to finance policy studies and analysis. This amendment adds a 
nov reform objective, that of policy adjustments in the area of seed and plant 
material production and distribution$ to the five existing agriculture policy 
objectives in the original grant. The amendment is Justified both in terms of 
achioving desirable and significant agricultural policy reforma which act to 

relieve constraints to growth and the need to provide domestic capital to 
support ongoing arLcultural development activities. With the GON in need of 
foreign exchange to meet external sector resource gaps to carry out structural 
adjustment program objectives and continue key economic development 
activities, we have been able to negotiate successfully a sixth policy reform 
area in addition to those in the original ASDG, upon which this resource 
transfer will be conditioned.
 

The program purpose has been modified slightly to reflect the progress that 
the CON has made in achieving Its short term economic stabilisation 
objectives, so that the country can now focus on longer torm structural 
adjustment goals of the ASDGI 

-- promote agricultural production by diminishing the policy 
constraints to development in the agriculture sector;
 

--	 provide resources to Niger to support ongoing development 
activities; and 

--	 contribute towards structural adjustment objectives which minimise 
the adverse Impacts of austerity and structural adjustment measures 
on agriculture/rural development programs. 



The ASDG and this amendment are Infull conformance with the CDSS strategy for 
medium term structural. adjustment and agricultural production objectives. The 
CDSS was approved in March 1986. The agriculture sector objectives 
concentrate agriculture policy roforms and development of participatory
self-managed organisations through tioperative development and restructuring, 
extenston, seed multiplication, and credit and Input distribution. 
Rostructitring the seed and plant mtorial production and distribution system
 
will support directly the CON's efforts to stimulate agriculture production$

increase and diversify farmers' Incomes, ad Increase private and cooperative
 
sector participation in agriculture Inputs production and distribution.
 

The ASIO I , Important component in the multi-donor effort led by the IlRD
 
in helping ti, GOC to implement Its development program. The budget 

---	 consolidation as pect -of the+GO NS tructural-Aidjustmint process'produced li - ­

rductions, throughout the investment budget. The AMD and the earlier SDS 
provided budgetary resources to the CON which reduced the severity of the 
budget cuts. During the general budget contraction, the RSDC/ASDG resource 
transfer to the CON combined agriculture/rural development Investment budgets 
was almost 10 percent t& planned expenditures on the first year (FY 1984), and 
this figure rose to noearl 14 percent In SP 1985. The ASDOCs share declines
 
thereafter because the CON Iai5 be b'. to plan substantial Increases in 
agricultural Investment and the value ut the CFA vils--vis the dollar is 
higher than in 1984 and 1985. These local currency funds have & multiplir
impact on Investment levels since, In any cases, th-y finance purchases -.&ch 
are prerequisites to the expenditures of donor project funds. 

A. 	 Financial Sumnary
 

Funding for this mendment of the ASDG (FY 1987) will be $2,000,000 from the 
Sahel Development Program, $1,905,000 from Economic Support Funds. and
$3,765,000 of reobligated Sahel Dovelopment Program funds, !..o a total of 
$7,670,000. Total funds available under the amended ASI!o. will be $39,670,000. 

(Funding Source 000 U.S.$) 
This Amendment New Total 

SDP/ SDP SOP/ SOP 
NOA _W reobs NOA 9S7 reobs 

Conditional Dollar 1,300 1,905 3,765 15,927 16,278 3,765

Disbursement
 

lachnical Assistance 300 -- - 2,071 - -

Policy Studies, 	 350 -- - 7S9 -- -
seminars, workshops 

In service training 50 -- -- 35 ­
and support
 

Rvaluatlon--. 	 . - -- -


Total 	 2,000 1,905 3,765 19,627 16,278 3,76W 5 

Annex 7, p.2
 



The 	are no GOn or other donor contributions to the ASO.
 

C. Soco-economic. Technical, Financial and Environment 

I. The ZCR found the macroeconomic Justification for dollar
 
disbursement satisfactory.
 

2. 	There are no human rights Issues.
 

3. 	because there are no changes In the conditions of the &rant
 
regarding environmental issues, the original determination of a 
categorical exclusion holds. 

P. Inplementation Plan
 

The Implamentation of this amendment uses the practices approved under the 
original ASDG PMD and implemented tn the existing program. 

Z. Major Inplemnting Mency 

The executing agency representing the GO remins the Ministry of Plan. The
major implementing agency remains the Ministry of Agriculture, Directorate of
Evaluation, Program and Statistical Analysis. The Secretariat for local 
currency management was established in the Directorate of lnvestment of the
Ministry of Plan under the original ASDOC, as was the local currency management 

?. Conditions and Covenants
 

The revised conditions are set forth in the PAM) amendment attached as annex A 
to this action meorandum. Covenants remain unchated from the original grant
agrement. The amendment adds one output to the existing five areas of policy
reforms which are consdered essential for better resource allocation and the
Increase in agricultural and livestock production and lecome In the rural 
population. The policy reforms undertaken under the MPG are couched In terns
of conditions precedent to Initial and subsequent disbursements of funds as
followst 

I. 	 boriont the agricultural Input subsidy and structure of the 
officiel input supply agency In order to make available more
agricultural inputs to farmers at prices which reflect benefits to 
the economy. 

2. Establish the framework and prepare action plans for restructuring
and diversifying the seed and plant material production and 
distribution systom, Including establishment of a national 
certification and quality control regulatory system. 

3. Prmote competitlon i grain marketing through the liberalisation of 
official arketln and pricing policies and the consequent reduction 
In operating losses of the otfletal grain marketing aencyj and an
Increase in the relative share of agricultural outputs marketed by
the cooperatives and private traders. 

Annex , p. .. 



4. Undertake a study Of tile country's agricultural credit situations 
particularly In the informal market, in order to formulate
appropriate policies to promote the development of rural financial

markets.
 

5. Promote border trade of livestock, cowpeas and other agricultural
products through reduction of administrative and fiscal Impediments. 

6. Promote more cooperative and private trader participation in the
supply of agricultural inputs; border trade of livestock, covpeas
and other agricultural productsl and Internal grain marketing and
 
storage.
 

The Authorisatlof, of the 41i41nat1 MDC incorporated specific clauses which
would permit the Hision 
some leeway In judgIng whether conditions precedentto subhoquent disbursements are met. The Adninstrator delegated to M/AR
authority to approve any subsequent substantive changes or modiftcationso asmay be rqtured due to unforeseen changes in circumstances related to theASDC. This delegation of authority remains In force. 

G. Section 121 (d)
 

Section 121 (d)certification for dollar expenditures exists for the ASDO.
Special Covenants and Conditions Precedent are In force for the programming
and expenditures of local currency generated by the conditional dollar
 
disbursements.
 

. Section_611 (i)
 

Secton 611 (a) requirements for dollar disbursements are met by the Conditions

Precedent to subsequent disbursemonts under the ASDG#
 

# olrm uploen ition 

Program, Iplementatbon arrangements were jude under the original ADO. The
executinl agency for the 0O remins the Ministry of Plan. The originalarrangements have been modified slightly and strengthened as a result of

experience iIned IImplementation.
 

J. Other Considerations 

This program and the amendment combines E5F and SDP funding In the sectorassistance format because sector assistance provides broader development tocuson the wmaroeconomic level than normal technical assistance projects. The
 program sector grant also provides an approach to address key constraints Inthe agriculture sector which are linked with sectoral policy refors and arent particularly suitable for Implementation through standard project*B istance modal Sties. 

iti. 4ust iiaton to Conross
 

Annex , p.4 



At both the issues and the ECPR seetinls5, representatives of all relevant 
Africa Iureau, S & T and PPC offices wore present and concurred In 

recommending authoritation of this PAAD. 

V. ecoumendationt 

That you authorise an amendment of $7,670,000 consisting of $2,000,000 of 

Sahel Development Program funds, $1,905,000 In economic support fundal, and 

3765,000_ of ahe -Dvelopment funds-for e Agri.lture-Secto r oobligated
The now total of funds available for the AgricultureDevelopment Grant. 


Sector Development Grant reach $39,670,000 with 423,392,000 In Sahel
 
Support Funds.Development Program Funds and $16,287,000 from Economic 

Approved: 

Date: 

Disapproved: _____________ 

Annex V, p.5 
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DRAFT 

for block 18 of PMAD Faceshe tSummary Description 

2 are deleted and the tlwivng • 
The ftrst four paragraphs of PMD Amendment 

paragraphs are substituted.
 

new coeponent, seed production and distribution, 
to the
 

This amendment adds a 

Italso Increases Wie of
 

Agriculture Sector Development Grant (ASDG). and modifies the subsequent
ddition~l _funds available,Progam -FtuadindlflS,-5 
 ,ncremut.-The amount-o,.
Precedent for disbursement of tlie7@urthConditions 

for the trust fund Is also Increased.local currency earmarked 

is a resource transfer with a 
This Agriculture Sector Development Grant (ASDG) 

both in terms of achieving
technical assistance component. It is Justified 

desirable and significant agricultural piollcy reforms which act to constrain 
to provide domestic capital to support ongoing

growth and of the need 
development activities. 

Tis amendment provides an additional $7,670,000 
for a new total of 

This amendment will provide the fourth 
$39,670,000 over the life of the ASDG. The funds 	in this third amendment 
and final Increment of funds for the ASDG. 


consist oft $20000,000 of New Year Authority 
Sabel Development Fundsl
 

$1,905,000 in Economic Support Funds; and $3,703,000 of 
reoblilated Sahel
 

The total of Sahel Development Funds made
 Development Program Funds. 
under the ASrW thus amounts to $23,492,000 and 

the total of Economic
 
available 

Itncrased to 160,278,000.Support Funds is 

the mutual agreement of the parties
Subject to the availability of Funds and 

grnts (conditionsl dollar 
terms 804 conditions set forth herein,to the 	 of $ 000, $9,300 000 

disbursements) are made available in increents 	 Along vLM the
$6,970,000, up to a total of $35,9700000.$12,500,0001 and 	 available under the 

first conditional dollar disbursmnt, $3,000,000 yes 	 made 
of foreign exchange and local
 original PMD for direct payments by A.l.D. 

in-service
technical assisance, policy studles, workshop,

currency costs of 	 be 
as well as evaluationo. An additioal $700,000 wilL 

training and support 	 for the 
made available under the fourth tranche for direct payments by AID 

ites listed above. Each of the 
technical assistance and related support 

but not direct payments for technical 
conditionaI dollar disbursements, progress In the
 

tied to Conditions Precedent vhich evidenac 	
of4ussitance. are 

of the policy rotorm progrm. Moreover, the Government 
IpleMentation 

i1 the special local currency and Trust Fund
 
Niger is expected to deposit 


equivalent of each dollar disbursement under the grant.
accounts th 


and Covenants is amended as fellows
 
The section on Conditions Precedent 

to Subsequent Disbursement2. 	 Conditions predecent 

or troche of US dollars
the fourth Increment

C. Prior to tho disbursement of 
as the Parties may oatherwl agree 

under the Grant, the Grantee shill, except evidenceIn substance satisfactory to A.I.D. 
In writing, furnish in fore and 
that the Grantee has carried out the following. 

AL-Ax , p.0 
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tite coverage 	level of subsidy on agricultural inputs to 25-30
1. 	 Reduced 
percent# 

2. Taken actions to make the Agricultural Input Supply Agency (CA) move 

closer to an autonomous, cooperatively owned entity and ensure that there ts 

the 	existence of competition between the CA and private traders by not 
or d fat for supplying inputs.

granting CA a monopoly, do Jur 


3. 	Continued and maintained competition In&rain marketing and further
 

increased itWith the use of a tender system for procurement of grain 
for
 

* 

OPV's vrain reserves and the village-level storase facilities.
 

aintained and promoted free border trades partiCu1arly in livestock

* 	 4. 


and corpss.
 

5. 	Taken appropriate action, inaccordance with the conclusions 
and
 

recoumendations of the agricultural credit study# to encourage 
the development
 

of rural financial markets.
 

6. Provided USAID with an action plan to achieve policy 
reform for the
 

restructuring and diveiificationl of the seed and plant 
material
 

This action plan will permit decentralization and
multiplication system. 
autonomous decision making in price and output levels for the mltiplication
 

Itwill include a national seed
 and 	distribution of seed and plant materials. 

security and a national certification and quality control 

program for seed and 

plant material. Those components of seed and plant material production and 
sectors for reasons of
 distribution 	that remain within the public and mixed 

seed security will be so structured as to reduce per unit production and 
The action plan will Include a timetable for the Issuance distribution 	costs. 


of the statues, arrltls, and/or administrative decrees necessary 
for operation
 

of the restructured seed and plant material multiplication 
center. All action 

plan Items will be completed by the Program Assistance Conpietion Date. 

7. 	Issue statueso ar4rt4s# and/or administrative decrees necessary for a 

national certification and quality control regulatory system 
for seeds and
 

plant materials.
 
that

Prepare a plan for Implementation of the proposed policy changes
a. 	

This will includeswill be executed prior to the completion of the ASOO. 

to 15 
a) 	Reduce the average rate of subsidy on agriculture inputs 

percent of the delivered cost of the inputs; 

a tender and 	bid system for reconstituling 0PVXh) Have Inoperation 
stocks for all purchases and sale; 

0) Maintain 	a minimum level of 6,000 tons on villane level grain
 

stocks t1rough arrangements with cooperatives and srougMnts 

4) Carry out recommendatlons of the agriculture credit study by 

es ablhishn the framework for formation ef credit unions; 

Anoex F,p.7 



a) Liberlize, simplifyo and Publicize procedures for cross border
 
trade* especially for co/peas and livestock, by eleminating legal
 
and Administrative barriers to participation Incross-border trade
 
by relying on market forcesl And
 

f) Continue expansion of private and cooperative sector participation
 
in production and distribution of agriculture inputs, cereals
 
marketing and distrLbution, agriculture credit and cross border
 
trade. This Includes reliance on free marked prices and
 
continuation of the policy of not issuing official prices for
 
cereals.
 

d
.The-Ceneral Covenant 4. Is revlsed to rea es ollo...... .. ....
 

The Grantee will establish a Special Local Currency Account In the bank of Its 
choice and deposit therein currency of the Government of the Republic of Niger 
in amounts equal to the conditloal dollar disbursments under the Grant. 
Funds in the Special Local Currency Account maybe used for such purposes as 
are mutually agreed upon by A.I.D. end the Grantee, except that 5 percent (52) 
of the funds under the first three increments or trenches shall be placed In a 
Local Currency Trust Fund Account to be administered by A.I.D. for program 
activities which will be Identified by A.I.D. inProject Implementation 
Letters, (PIL). The fourth increment, however, shall have eight percent (8) 
of the funds placed in the Local Currency Trust Fund Account. 

The last three paragraphs of PMD amendment 2 are deleted and the following 
paragraph are substituted. 

FY 1,987 dollar disbursements or resource transfers cavord In this PAOD
 
amendment consist off
 

$1,300,000 Hew obligated Authority Babel 

Program Funds 

Development 

$10905,0M0 conomic Support Funds 

$3,765,000 Reobligated Sahel Developmnt Progrm Funds 

$6,970,000 Total FY 1987 dollar resource 
transfer 

These conditional dollar diaburssents or resource transfers for FY 1986 
obliptions will be disbursed after the Grante has nt the Subsequent 
Conditions Precedent for disbursammnt of the fourth Ineremnt or tranche 4n 
Amended set forth above. 

All of the other Conditions Precedent and Covenantl 48 "eIl as other 
provisions set forth in the original PMAD siged on 14 August 198, as amended 
on 10 July 1986 ad 23 July 1986 raln n effeet. 
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