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Government of Senegal,

Industries Chimiques du Senegal, the parastatal which
produces fertilizer.

Institut Senegalais de Recherches Agricoles, or the
Senegelese Institute for Agricultural Research.

the New Agricultural

Policy,

Office National d= Cooperation et d'Assistance au
Developpement, the now dezfunct parastatal respensibie ‘ar

the distribution of agricultural inputs,

Program Assistance Analysis Document
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SONADIS

SONAR

STN

USAID

WAMU

Societe Nationale de Distribution du Senegal, a major
trading company with nation-wide outlets,

Societe Nationale d Approvisionnement pour le Monde Rural
the government parastatal responsible for distribution of

agricultural inputs,

Societe des Terres Neuves, GOS organization to resettle
farmers in East Senegal

United States Agency for International Development,

West African Monetary Union.
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PREFACE:

USAID/Senegal assembled a team of economists in October 19B5 to undertake
the evaluation cf the first three USAID/Senegal Economic Support Fund
Programs (design:.ed as cSF I, 1I, and III). The team was comprised of two
economists, one from the Econcomics Section and one from the Progranm
Qffice, The evaluation wacs based upon an in depth review of written
documentation and lengthy interviews done in November and December 1983
with:

Frosper Youm, Directeur de la Direction de la Prevision, Miristry of
Finance
Abbas Ba, Directeur de 1a CFSP

Noimsn Rifkin, USAID/ADO
Jacquzline Damon, USAID/ECY
Jean Francois Damon, USAID/ADD
John Ralis, USAID/ADO, and
Joel Schlesinger, USAID/FDO

Ideally more Senegalese officials should have been contacted but this was
not possible given time constraints, The evaluation therefc-e represents
views held predominatly by these selected USAID personnel.

The author would like to give special thanks to Campbell McClusky. His
sunnort, patience, and understanding were truly invaluable to me, as were
his tremendous editing skills,
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EXSCUTIVE SUMMARY

Pr:ject Title and Number:
Economic Support Fung 1 (6B5-0262)
E-onomic Support Fund II (685-0278)

Ezonomic Support Fund III (6B5-0287)

Pr:jezt Description and Development of Problenm:

USAID/Senegal's Economic Support Fund (ESF) program was designed to
az:ist the Government of Senegal (G0S) with the structural adjustmant of
tr: S=negalec= economy. [t was clear by 1983 that Senegal faced an
eliicaic crisis: steep oil price hikes, several years of drought, and the
cc.lazse of groundnut and phosphate prices on the world market had
ur:e2rsined the Senegalese economy. Compounding these external econonmic
prezssures, G505 parastatals, which provided inadequate, costly services,
weez forcing the GOS deeper into dab%. USAID/Senegal chose to focus the
EZ* program on the privatization of the agricultural sector in order to

’a the GOS achieve one of ite own major policy objectives: food self
rz.iance,

t

Purpose of the Evaluation and Evaluation Methodology:

The Mission assembled a team of economists in October 1985 to
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Findings of this Evaluation:

ESF IMPACT: There is little doubt that the ESF program brought
timely, murh needed economic reforms to Senegal, helping it stave off
impending economic collapse. Senegal has reduced its budget deficit by an
impressive 50 percent and its balance of payments deficit by 45 percent
over the past two years, Statistics alone do not capture the profundity of
change in Senegal which can be linked to the ESF program. The agricultural
reform program adopted by the GOS is primarily the one suqggested and
promoted by ESF design team members in the on-going policy dialogue. ESF
retorms in the agricultural sector are reducing farmer reliance on the
60S, 1ts parastatals, and its pricing policies, These reforms are
encouraging greater use of private channels for the marketing of
agricultural inputs and produce, assisting the GOS in meeting its own
gcals outlined in Senegal s New Agricultural Folicy. This privatization of
agricultural services is ¥mproving econemic performance by reducing the
parastatal drain on the GOS budget and the banking sector. Few Sensgalese
or U.S. officials disagree with the direction of the refornm prograa.

The ESF program has also affectec the USAID Mission, requiring
superior economic and French lanquage skills among ESF negoiiators,
USAID/Sereqgal brought on its first full time macroezonomist and
agricultural econoaist to assist in designing and monitsring the E£5F
pregram. The program also demanded an integration within the Mission of
expertise and responsibility from officers in the Economics and Commercial
Unit, Froject Development Office, Agricultural Development Offica, and
Program Office. This integration was necessary both for formulating the
ESF program and ensuring consistency within the mission of project and
non-project assistance. Finally, coordination and cooperation among dcnors
and the B05 was an important element to the success of the program, Many
of the reforms could not have been realized without the commitment of all
parties,

ESF MONIES: A combined total of US$30 million was dispensad

with ESF
[-IT1 in an effort aimed primarily at supporting acdjustmant in th

agricuitural sector in Senegal. The funds went to repay cron crag
the cost of the national seed stock., Half the grant moniss updar
were to be derived through the commodity import program, ths othe
through direct reimbursemant. USAID/Sen2gal amendsd ESF | and shi
the CIF tc direct reimbursement because of (a) the need io oisburzs grant
funds rapidly in order to assist Senegal meet its IMF =tandhv targzt, (b)
the esase with which Western African Monetary Union Memba2rs can obtain
foreign exchange, and (c) the expense for Senegalesa importers of
purchasing Am2rican procducts through the CIF program. Cash transizrs wera
used in all subsequent ESF grants, ESF | was also amerd=d tco shift uze of
the funds away from project-oriented budgetary support (zonstruction of
rural roads) to general budgetary support (reimbursement of crop credit,
that is credit owed by the government and its parastatals to thz banking
sector for purchasing crops). Under ESF Il and ESF 111, monies were spent
as described in their PAADs,

¢, Y My —- D



USAHID/Senegal Evaluation of ESF 1, 11, and 111 oz

ESF CONDITIONALITY: All ESF | (amended), Il, and Il conditionality

was satisfactorily met., ESF conditionality was targeted at the
agricultural sector and reducing the role that the Government of Se-zgal
(60S) plays in agricultural production and marketing.

ESF I (amended) conditionality was aimed at the CPSP (the GOS Price
Equalization and Stabilization Eoard) to improve its management while
reducing its activities, specifically through the privatization o9f its
purchasing and marketing roles. Extensive studies and audits of CPSP
operations were undertaken to assist in this effort.-

ESF II contained little conditionality per se., ESF I requesiec “he
announcement and implementation of reforms in the agricultural :zactor,
This special covanant was a basis far the preparation of Senzgal’'s New
Industrial Folicy,

ESF IIT focussed on reducing the role of regional rural developaznt
agancies (RDAs) in agricultural input provision and produce mar«2ting,
ESF IIl conditionality has baen succa2ssful in promoting the
privatization nf the agricultural sector in Senegal,

1} The GBS signed a coniract plan with SAED, the RDA opsrat:ing in
the Fleuva, and has contract plans pending with SOMIVAC an:
SODEVA, the RDAs operating in thes Casamance and Peanut 2ac:a,
These contract plans will begin to disengage RDAs fronm inpcos
provision and direct production activities and to emphasizz RDA
eztension services,

2) SONAR, the major distributor of agricultural -inputs, an: STN,
a resettlement agency, were both liquidated theraby privatizing
agricultural input sales and distribution.

%) Farmars have been given responsibility of maintaining =-zir
own seed stocks, SONACOS has baen given the responsiitity sf
maintaining a sacurity sesd stock,

Cne masor conclusion s¢ this 2valuat:ion i3 that the 625 has
consistently endorssd and acved to Impienznt E3F conditiznality; w-:z-a
implamentation da2lays have GCCuUrrag, ail parti2s nava been equally
responsible. The 605, through its New Agricuitural Folicy, has kzzzaz a
key advocate of the n2ad to radurce public s2ctor intarven=zion 1n

agriculture,
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Lessons Learned and Recommsndations of The Evaluation:

1. USAID ESF design team mzmbers already have a wealth of information and
studies which explain prob.ems with the status quo. In subsequent ESF
programs, additional analysis (economic studies, cost benefit analyses,
and political analyses) i< ne=2ded to select conditionality and judge the
impact of proposed ESF reti:zrms, that is, on the ecconomic and political
tonsequences of the progre- arnd on means of minimizing short-term
disruptions which are like.v <0 accompany the implementation of s*ructural
adjustmenc reforms.

2. The timing of implemenz:zsizn of structural adjustment reform has
matched GQS ability and rezdiness to respond with reform measures. In
futurz ESF programs, a mazz2r plan or PERT chart should be created which
links potential reform mez:zurss to target conditions identified in studies
or established with the EZ° program., Pace should be made more sensitive to
the economic anc¢ politica: consequencas o+ conditionality,

3. Specific ESF refcrms arcear to support orevailing G605 and US strategies
for improving agriculturai production. in S2negal. Desiqn documents need to
clearly detine "end-of-re-:rm" conditions, and, as much as possible, thess2
conditions should bz quant:fi1=d. As an exannis, the documznis need to
identify target ranges - w.thin a stated time-frame - for iaprovements in
agricultural production or for the provision (in these cases by the
private sector) of agricultural inputs., Once these end of refora
tonditions are defined, bzseline data should be systematically accumulated
to show progress in achieving ESF program geoals and criteria established
with which to judge the su:zcess of the ESF progranm,

4, USpID/Senegal has underway or plans to undertake a variety of projects
in the agricultural sector to assist with privatization. The ESF program’s
pverall etfectiven=ss woul? be maximized with the decign and timely
implemantation of mutually supoortive project and non-project assistance,

5. USAID needs to dzlink :-2 Z5F program 4rom the IMF standidy targets to
gnsure tna2 lzval o¢ analvsis raquirad to oroduce a souund, wsll thought-out
ESF prograzam., This mzy rag..-2 that ESF nzgotiations begin nuch earlier so
2s to azcosolish tnis lewz. 0¢ analyszis wel!ll before IMF tirget dsadlines
Or Thls may raguirs 3 com:.2t2 separation, delinking, of thz two programs,
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INTRODUCTION

DRGANIZATION:

USAID embarked on a new path of economic assistance to Senegal by
instituting its first Economic Support Fund grant in August 1983, Two mors
grants were approved within the next year and a half. This evaluation wil:
review the first three ESF grants authorized for Sensgal by looking at

progress made in structural adjustment and the lessons lkarned by USAID
Senegal.

The evaluation of the ESF program examined the tollowing three arzas:

1. ESF IMPACT: What has been the impact of the ESF program on USAID
and on Senegal? Most importantly, is comnliance with USAID
conditionality having a positive economic impact in Senegal and
achieving a changed economic picture?

Here we need to look not only at whether conditions have been met bu-
also whether there has baen an improvament in the economy at large, This
goal remains elusive bzcausz no shori-tern and long-term benchmarks ware
enunciated in the PRADs for the first thres £5F programs. At the momeni i<
is too early to comment on the overall impact of the ESF funds on the
economy.

2, ESF MONIES: What happened to the ESF monies? Were they spent as
intended? -

The ESF grant has been used Lo assist the GOS meet its IMF targets
through the repayment of agricultural debt accumulated through the
tinancing of crop credit and the national sesed stock. Roth ESF II and 11D,
the monies were spent as outlined in their criginal PAADs. The intendz4
use of the ESF [ grant was changad and thz PAAD amended.

3. ESF CONDITIONALITY: Did thz 6035 mest the conditions for
structural adjustnent as agrzed upsn 1a the PAAD? 4ss USAID/S2negaz)
adequatzly monitorag G0S pzrigrman-2?

USAID/Seneqgal was ablz to mon:‘ar conditionality and the G0S complie:
with almost every clause as tha Z2na:izd evslanation of tha ESF targs
are2ss will show. HWhare conditionality ha: not baa2n mat, rasponsitility
rests equally with bctn the 305 ard UzAiD/32negal, The G325 has
demonstrated incr2asing commitaznt ta the structural adjusiment processz
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during the three year ESF program and hac incorporated much of the
conditionality into 1ts official policies, in particular the New
Agricultural Policy and its Economic and Financial Adjustment Frogram for
the Medium and Long Term,

This evaluation will look at each of these three areas in turn. They
Will act as organizing windows through which we can evaluate the ESF
program and will constitute the FINDINGS section of this evaluation,
Organizational logic would suggest placing ESF IMFACT at the end of the
evaluation but because it is the most important and interesting section,
Wwe have choszen to place it up front. ESF MONIES and ESF CONDITIONALITY are
quite detailed but useful in explaining the evolution of Senegal 's ESF
program. The cocument will conclude with a summary of the Lessons lLearned
and Recommendations., ESF IMFACT will involve a discussion of the impact of
the ESF program on USAID/Senegal and the entire ESF farmulation process,
It will then look at the {mpact of ESF conditionality on ihe Senegalese
economy by discussing the pace of £5F structural adjustment and the need
for criteria with which to judoe the impact of the ESF program. Under ESF
MONIES, we will review how ESF monies were spent 1n each of the three ESF
grants., MNost of the discussion, of necessity, will center on ESF [ which
saw a shift in both how local currency was generated and on what the

currancty was sgent, £3F CONDITIONALITY will invaelve a lengthy discussion
0% the E5F targe! areas describing why those areas ware salected and how
conditionzlity has bean implemented. Before addressing these topics,
howsver, a brief background description of Senegal ‘s economic problems is

requirsag,

BACKGROUND TO SENFGAL'S ECONOMIC CRISIS:

EXTERNALLY CAUSED CRISES

The economic crisis of the early 1980s which affected Senegal was a
product of both external events and internal policies. The sa2cond round of
OPEC price increases hurt Senegal ‘s balancs of trade situation, Sanagal’'s
0il bill rosz from U.S.876 million for 1975 to U.S.$24G million for 1982,
a 33 percent aanual i1ncreaze, Thess price 1ncreasas heightenzd thez 1nmpact
of tne sesvere droughts of 1979/80G and !1930/8B! wnich crippls agriculiyral
production and further weabened Senegal ‘s export capabili®izs, Thzes
drought ysars wer2 followed by a bumper peanut crop in a y2ar 1a which
groundaut oil (as well as phosphate) prices plummated Yo their lawss
point i1n more than a decade., Export earnings as a percantags o+ CDF

A o

from 23.2 pzrcent for 1977 to 26.4 perzent for 1981,

Sen=2gal was again hit ty drought tn the 19B2/19g84 Qrowing s52s:50n and
produced a groundnut crop 27 lower than envisioned under ESF [. Tha
picture brightenad somewhat for Senegal when the United States experiencad
production shortfalls forcing groundnut prices up from a low of 5445/MT in
March 1983 to an averace of $1,010/MT for the period December 1983 to
November 1984,
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INTERNALLY CAUSED CRISES

The Government of Senegal (GOS) made severzl roves in attempting to
cope with these external problems that made short-tern political sense but
were unwise in the long term, The GOS decision in 1978 to forgive farmers’
debts and in 1979 to raise the public sector wage bill by 36 percent were
among such moves., The G0S tried to maintain consunption during this period
of economic crisis by subsidizing many imports rz-her than attempting to
cut them back, Real GDP per capita dropped 18 serzsnt between 1977 and
1981, Senegal’'s current account deficit rose fran 3.6 to I8 percent of GDP
during the same period.

These decisions exacerbated the rapidly wccun.lating debt being
generated largely by Senegal's parastatals. ONTAD., the menopoly supnlier
of inputs to farmers, amassed a debt of FCFA 120 zillion which the G0OS was
obliged to assume with its dissolution of ONCE&D ;- 1980, The CF5F,
regional rural develapment agencies, and the czni-al government also
accunulated hefty deficits due in large part ©o gzneral mlsmanagement, the
growih in the size of the civil service, the nonrzpayment of loans fronm
farmzrs to government cperated parastatals, and p:or pricing policies, 60OS
resources, alr2ady overtaxed, floundered under th: heavy burden of price
stabrlization, subsidization, and credit nonrssaviant., Thz total internal
arrezrs of the cantral government and parastatsls amountad to FCFA 150
billion (or FCFA 20 billion more than total goversnent ravenues in the
preceding fiscal year) by June 1981,

SENEGAL 'S CREDIT CRISIS

Fundamental to these crises facing Senegal hz: been the lack of
monetary liquidity in the system, The issue 0¢ cradit sti1]] arises at
every level of Senegal’s economy and will be zn =.2r present thenme
throughout this avaluation report. Traditionally, credit, be it fron
formal or informal sources, lubricates tha syzz2n, [t allows farmers to
purcaase inpuis, wholasalars to purchass farn cianditiss, and retailers
Y2 purchase from wholezalers, The Government 1 .%5 parastatals have
absorbed so auch of the available cradit for .7 0own od2rations and
servizas that othar sactars of the 2IQnsny hawvw2 Zzz2n squz2z2d out and no
longar function properly.

S2n2g3l's parastatals have gobbled un craz:% 72 mairtain seed stocks,
prov:ida 1aputs, purchas2 nroduca, and stabiliza trices, Much of this
trad:t has nct be2en razaid and, at laast throuah tne ban<ing sector,
ittle more 1o availabla. Much of the Acn-reirzu-zement has been caused by
the 2ifects of the drouyht and “hz fa)l 1n world irices ‘or Senegalese
commodities on Sa2regal 5 ebility to repay debt; w.ch can be attributed to
corruption anc cheating as well, This increasingis 11liquid credit systenm
allowed these parastatals to leverage the GOS int: paying inordinate
subsidies in return for credit repayment essentia: to Senegal’s meeting
IMF standby targets. This of course further exace-bated GOS demands for
revenue and bank credit.
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INTERNATIONAL RESPONSES

The G0S faced a fiscal crunch by June {98%. It could no longer hope to
continue its support of developmenta! parastatals and other public service
institutions on which the people had come to rely. Indeed it could no
longer hope to continue to pay its heavy external debt obligations. The
Faris and London Clubs rescheduled payments which were to come due in
1981/82 and 1982/83, The International Monetary Fund (IMF) became the
first agency to respond to Senegal s budgetary support needs by approving
in August 1980 an Extended Fund Facility totailing SDR 184.4 million (FCFA
55 billion) over a three year period, The French Caisse Centrale and the
World Bank alco offered structural adjustment support that fall. Two years
latar, USAID/Senegal became involwved 1n non-project assistance in Senegal
for the first tinme.

THE USAID RESPONSE

Three annual U.S. Economic Zupport Fund grants (dasignated ESF I, 11,
and 111) have been directed toward the improvemsat of Senegal’s financial
situation and the averting of a complete ligquidity crisis, The ESF grants

were aimed at the resimbursemant of outstanding rrop credit and cradit used

to finance the national sead stocks. ESF conditionality nas promoted
resorms aimed at injecting more cash intos th2 svsitesn by restraining
government demands on capital resources,

TACKLING A NEW PKOGRAM: The five million dollar ESF I represaited
more than simply grant money donated to Senegal, It launched USAID/Senegal
into the realm of structural adjustment, budgotary support, and
conditionality. Having naver before been involved in the policy dialogue
process, USAID/Senegal opted in the first two ESF grants to allow the IMF
to take the lead. Both grants held as conditions prec=dent or spacial
covenants the 60S’ adhering to the [MF standay program. This decision was
taken in part because of USAID's confidence in and support of the
direction of IMF conditionality. But it also reflacted the need of the
USAID ESF design team to cbtain thes experience and ipformation through
which they coulcd understand the 1n%tr.cacies of tha macroeconanic dynamic
at work in Senegal and present fruitful conditionality, UEA1D/Sanagal
gained more confidence as 1t gained experience 1n ithe process of
formulating and negotiating ESFs I-II1I,

BREAKING WITH THE PAST: The condit:onality preasentad by U3AID 1n Z3F
I demonstrated USAID's crientation towards projact assistance., In its
original form, ESF 1| attempted to bridgs prosect and ncn-project
assicstance by propozing that the five airllion dzllars be usz2d as oudgetary
support in a clearly defined, project orientec wav: to maintain ang
improve the road system in Sena2gal., This is not to 1mply that project
assistance should be excluded from structural adjustment neqotiations; 1f
used, it could prove a most powerful tonl., Iut with ESF I, suppecrt for
teeder roads reflected AID's hesitancy to break with its groject
orientation.
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USAID TAKES THE LEAD: USAID played a supportive role in ESF | and
1Ty allowing the IMF and other donors to press for structural acjustment
reforms. USAID took the lead with ESF IIl after having gained the
knowledge, skille, and contacts to create strong and effective measures to
improve Senegal’s agricultural sector, Its reform progranm was adopted by
other donors and incorporated into official BOS policy through the New
Agricultural Folicy and the Economic and Financial Structural Adjustment
Program for the Medium and Long Tern.

SENEGAL'S RESPONSE

The G0S has been a strong advocate of the structural adjustment
process. President Abdou Diouf and the heads of the various Ministries
have actively participatac in the formulation and implementation of reform
measures 1n Senagai. Ingzzd, much donor conditionality has been
incorporated into official BOS nolicy. President Dicuf's announcement of
the New Agricultural Policy in April 1984 exemplified 605 support for
fundamental chang2s in the agricultural ssctor. The GOS presented its
Economic and Financial Adjusiment Program for the Medium and Long Term to
@ World Zank Consulftative Group mesiing in Faris in December 1984, Danors
welcomad the report as a signal of GOS commitment to the major
agricultural reforms then under discussion, many of which were
incorparatad inte ESF III, More recently, in February 1986, the GOS
announced its New Industrial Folicy in rezponse to World Bank
conditionality which aims to revitalize Senegal’'s ailing industrial
sector, The G50S has joined the major donars in a cooperative effort to
reshape S5enegal’s econony,
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MONITORING THE ESF PROGRAM: The pervasive nature of the ESF Progranm
also makes monitoring difficult and has led, within the mission, to a
decentralization of responsibility by expertise. Unfortunately, most of
those individuals most intimately involved with the ESF program in the
mission will have left by the summer of 1986 and it is very likely that
the institutional memory of the program will go with them. The ESF progranm
has been effectively monitored but few written records on this monitoring
have been kept.

MAKING PROFOUND CHANGES IN SENEGAL: USAID is making profound changes
in Eenegal. The agricultural reform agenda adopted by the 605 is in fact
an American agenda, proposed and promoted by the ESF 111 design teanm,
Bayond tnis, American participation in Senegal ‘s structural adjustment
program has demonstrated U, S. interest in Senegal’ s future and economic
well-being. By combining project and non-project assistance, USAID is
showing the capability of "effecting both microeconomic and macroeconomic
change., Working well with both other donors and GOS officials, USAID has
helped to instill a spirit of cooperation and rezpect into the policy
dialogue &4 USAID has learned to use conditionality effectively as a tool
for profound structurzl change,

ESF_IMPACT ON DONOR COQFRERATION

DEVELOPING CLOSE TIES AMONG DONORS: The importance of donor
cooperation in Senegal was first discussad officiallyv by USAID/Senegal in
its CDSS for fiscal year 1983 (published in January 1981) when it
recompended the establishment of a Consultative Group, compcsed of the
principal doncrs and led by the WDrld Bank, to more carefully coordinate -
donor reform and project efiforts in Senegal. The suggestion was timely
because of the growing cense of frustration donors were feeling aver the:
status of Senegal’s economy. It was also pragmatic: all denors recognized
that requiring the B0S to adhere to a struztural adiustmenit program might
prove politically difficult for any one donor. Working together would
“relieve" this pressure., The suggestion was adonted because of a human
element; individuals involved in the donor agencies believad that in
acting together they could improve 3en2gal’s 2conomy, '

COOPERATION AND THE ESF PROGRAM: Tha pervasive nature of
conditionality has made dcnor cooparaion 2ssesntial Yo the ianlen2ntation
and success of zach donor’s structural ad usinznt nraogram. Donor
cooperation and coordiration were esxception:l aver ths first thras £5F
grants, This in part was due to US2ID°s incluzion of IMF conditionality in
ESF I and Il. But with E5F Ill, 1% was predominantly tha UGAID d2s1gn tean
which formulated the conditionality supported by all structural adiusiment
donors to improve the performance cf the zaricultural sectsr,

THE COST OF COOPZRATION FOR USAID: The high level of coordination
among donore and the GOS has extracted a cost: it has placed enormous time
constraints on the negotiating, approval, and disbursement processes, In



each of the three ESF programs, the monies had to arrive in time for IMF
standby target deadlines, This link with the IMF and the debt rescheduling
cycles imposes a burden on the AID bureaucracy which it is not designed to
accommodate. USAID is a slow bureaucracy and as a result of the rush
required by the ESF program, iaplications of the program have not always
been seen or analyzed.

TO0 MUCH COOFERATION?: It was generally agreed by all members of the
ESF design team thal the level of cooperation among donors was Iimportant
in persuading the GO0S to dissolve several parastatals. Marny wondered
whether any single donor would have had the leverage tv force these
crucial changes. However, several design team members cautioned that,
although donor cooperation is important, donor concertation should be
avoided. Donors fear cffering overwhelming or conflicting conditionality
and so prefer to act togecher, but this can quickly deteriorate into
donors coercing rather than negotiating GOS acceptance of conditionality,

PROSPECTS FOR THE FUTURE: A delicate balance has thus far been
maintained. Donors have easily agreed these nast three years upon the
thrust of exigent policy reform, emphasizing the reduction of GOS budget
and debt. However, as the structural ‘adjustment program has entered a naw
phasz, that of creating new institutions to provide services cut by past
conditionality, differances among donors appsar to be arising. It apoears
easier to agree on the need to tear down a system than on what form the
new system should take. Another possible consequence of donor cooperation
or concertation, warned a G0OS official, is donor satiation of one sector
and starvation of others. This may not be a problem in coming years as
donors appear to be carving out their own spheres of specialization within

the host economy while remaining committed to donor cooperation.

THE PACE OF STRUCTURAL ADJUSTMENT:

REURIENTING‘AN ECONDMY

THE GOS AS PROVIDER: Senegal has besn, since indepandence, an
African sccialist stite even though it has baen characterizad as a
"nonaligned, mcderate, functioning damocracy.” farmers have developed a
reliance on the government because of this srientation. They have become
accustomed to obtaining inputs and credit through the state, ONCAD and
then SONAR were charged by the GOS to act as parastatal wholesalers of
s2ed and fertilizer; th= RDAs acted az retailars to farmersz. Whan farmers
could not pay for thesa2 supplies, the ROAs proviced them on credit, which
the farmers tacitly understood need not be repaid. No punishment would be
exacted, or indeed could be. There is little avarlable collateral in a
socialist state in which farmers do not possess deeds to their land. The
retained earnings system was established to bypass this problem of credit
nonrepayment by forcing farmers to pay for next year's supplies with
proceeds from this year's harvest. The GOS acted as the ultimate bailout
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program. This would help us achieve our ideal "full evaluation” by
allowing us to judging whether individuals within USAID and the donor
community at large agree on what form the economy should take or whether

suppert efforte are still on track - bhecause we would define where the
track is leading us.

THE NEED FOR BASELINE DATA: Without a defined vision, end-of-reform
conditions, and a track laid out to obtain them, specific baceline data
were not gathered with which to judge the effectiveness of the ESF
program. Steps should be taken to determine whether data apnropriate for
baseline purposes already exist, [f the ESF program of privatization is
working, then USAID should see increases in the volume of seed and
fertilizer distributed and used, improvement in the quality of seed used,
greater profitability of farms, and individual and overall production
increases over time. It (s not clear whether data appropriate for baseline
use arz availanle, The best data may be iound in U.S. supnorted
Agriculbturay Seszarch and Flanning Project (4585-0223) under «ctivities of
the University of Michican contract team, though their cata were
accumulated, in part, after the process of strurctural adjustment began.
Some possibly relevant statistics are also availahle from the Ministry of
Rurai Development. What makes the task of evaluation particularly
difficult in the case uf the agricultural szctor is the reality that the
most potent force presently influencing agricultural production, the
weather, rests entirely nutside the control of E5F corditionality,

IS ESF A SUCCESSFUL PROGRAM?

[n evaluating the first three ESF grants to Senegal, it can easily be
said that the funds were transferred in a timely manner, the conditions
were satisfied, and significant changes have occurred 1n the gconomy as a
result of government decontrol of the agricultural sactor., What we cannot
say is whether the ESF program has been a success. This suggests two
gifficulties:

1) How does USAID know it is us:ing its monetary resources in an
optimal, efficient manner?® [f 1t canno® be certain of impact, 17 it
€20 1n 00 way guess al the magnitude of this impact, then how does it
judge whether or not the funds might not have been bettar used in
another way, with ci1thaer different conditionality, a di¢ferent
project/non-aoraect mix, or perhaps a return %o straightforward
proiect assistapce. How can USAID ever know 1t is helping the G0S
achierve yis dafoned goals 1n tha quicke2st, most efficacious manner?

2) How does one learn jessons? Ic¢ it pessible to learn fram the
experience af authoring conditionality 1f the desired effects are
never exnlicitly stated, 1f possible scenarios are not worked out, if

possible pitfalls are not foreseen, and 1f contingencies are never
thought out?

Given that USAID and the U. S. government has just embarked on a
long-term structural adjustment program in Senegal involving an additional
$US45 million, it would be helpful *o USAID to establish some type of
criteria for judging the success of the program.
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ESF II, signed in December 1983, which disbursed a $10 million ESF cash
transfer to help the GOS meet IMF performance criteria with respect to the
reimbursement of outstanding crop credit.

ADDING LIQUIDITY TO THE BANKING SECTOR: The economic justification
for this ESF | amendment brought up issues which would arise many times in
the ongoing policy dialogue over conditionality. First, reimbursement of
the outstanding crop credit would add liquidity to the banking sector in
desperate need of capital., The banking sector lacked liquidity due to a
combination of past abuses of the credit system and IMF policy of
restricting credit as a means of containing monetary expansion., Yet the
health of the banking and agricultural sectors are integrally linked, a
theme basic to the ESF program in Senegal., Without a healthy banking
sector, farm inputs and tarm produce cannot be purchased on credit and if
they cannot be purchased on credit, they often cannct be purchased at all.
Agriculture in Senegal, like agriculture throughout the world, runs on
crecit., By assisting with the reimburszement 0f seasanal crop credit, AID
hoped to augment the volume of credit available for private sector
activities while improving the prospects for continued agricul*ural
lend.ng. :

MAINTAINING THE CPSP: Rzimbursamen: of secasonal crop
vital to the continued viability of the CPSP. The CFSP's tion is to
protect farmers against the wide fluctuations in prices of Ssznegal’s

c
.
:
:

export crops, particularly peanuts and peanut oil. This is accomplished
through a complicated procedure in which the GOS sets official crop prices
and, through the CPSP, subsidizes the oi} crushing firms to ensure that
the official prices are honored. In 1981/82 and 1982/83 oil crushing firms
did not receive their compensation from the CPSP and so did not reimburse
their crop credit, The CPSP agreed to assume a proportion of these
obligations to Senegalese commercial banks equivalent to the amount of the
compensation. This exchange sinply made the CFSP's unstabie financial
position more precarious. In hopes of alleviating CFSP's financial
difficulties, USAID proposed that the funds be used for the direct
reimbursement o0f crop credit,

THE SHIFT FROM THE COMMODITY IMPORT PROGRAM TO DIRZCT REIMBURSEMENT

Local currency amounting to the eguivalant of U.3.f 2.5 aillion was to
be generated through the commodity Import program (CIFY undar the original
ESF 1. It soon became clear that this mechanism was too tuabersome az well
as being 1l1l-adapted to members of the Wes: African Monatary Union,

MEETING AN [MF DEADL(NE: Senegal had to reimburse all 0f itg
outstanding crop credit for [981/82 and 1982/83 by June 1934 according to
[MF standby criterva. USAID hoped to assist Senegal mest this performance
criteria but to do so the local currency had to be available by this
deadline. USAID estimated, however the ¢irst $625,000 wouid be available
through the CIP no sooner than September 1984 and the remaining $1.873
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nillion not before March 19BS. Importers were required to deposit 235
percent of the dollar value of the letter of credit in local currency
initially but the remaining 75 percent did not have to be deposited until
six months after receipt of shipping documents. This delay was designed to
provide an incentive for importers to comply with the cumbersome and
complicated documentation requirements and to offset the added expence of
shipping a substantial part of the commodities on U.S. flag ships. It had
the adverse effect, however, of precluding the generation of enough
currency to help the GOS meet itcs performance .-iteria, The CIF proved
too slow in generating local currency.,

REQUIRING AMERICAN IMFORTS: Most U.S. commndities are excaedingly
expensive from Senegal ‘s point of view, particularly because 2f the
distance they npust be transported and the requirement under the CIP that
90 percent of the commoditrecs be transported with U.S5, flag shios,
Senegalase importers prefear cheaper non-American sources, Given Sen
balance of trads and payment deficits, it did not seen appropriate
raguire that the 2,5 million be 1n additian ta current levels of U.S,
imports,

enal’s
to

AEMBERSHIP IN THE WEST AFRICAN MONETARY UNION: Finally, the CIF
mechanisa is not well adapted to meabers of the Weet African Mcnetary
Union which can freely convert their currency petween the FCFA and the
French Franc. Senegal’'s access to foreign exchange for imports is
therefore not dependent on its foreign exchange earnings but on the rate
0f growth of its own domestic money supply. If an importer can obtain FCFA
bank credit, then he i3 virtuaily acssured of gaining the necessary foreign
gxchange through the French Treasury regardless of Senegal’'s net foreign -
exchange position., There was little reason for Senegalese importers to use
the CIP program given the excessive cost g4 U.S. imports and the unwieldy
CIF documentation requiresents,

THE SHIFT TO CASH TRANSFERS: USAID therefore concluded that it would
be more =xneditious tc use the direct reimbursement mechanism for the
eniire ¥S nillion and abandoned the £2.5 million commodity import proqranm.
Caeh ftransiers were usad 1n all stbsagquent ESF grants for this sams
resscn,

ESF 1, AMENDED:

THE GRANT: ESF 1, as amended in February 1984, targeted the $5
million in local currancy obtained through direct reimbursemsnt of
tmportec U.5. goods toward the repayment os outstanding crop credit,
Senenalese bands (the BNDS in particular) had incurred an $B0 million debt

to finanze purchases of peanuts produced in the 1981 /1982 and 1,82/19832
growing seasons. This shift in Jocal currency use coordinated well with
the intentions of other donors who had come to understand the role that
unrepaid crop credit was playing 1n Senegal 's economic crisis.
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national peanut seed stock used in that year’'s peanut campaign., The IMF
would have reclassified this loan after 3{ December as ordinary credit,
that is credit which carries a higher rate of interest and consequently
would have reduced the amount of new credit available to the private
sector. Such a reduction would have limited those finances available for
the 1985 seed stock thus jeopardizing Senegal 's peanut campaign, and
reducing Senegal ‘s export capacity the following year.

THE CONDITIONALITY: USAID took the lead with ESF III in proposing
and promoting ccnditionality that encouraged reform of the agricultural
sector. The thrust of the conditionality offered by the United States in
E&F II1I was adopted by all the dorors in a concerted effort to improve the
performance of the agricultural sector and regional rural development
agencies in particular, THe ESF grant had two goals: 1) the repayment of
crecit given for the national peanut seed stock and 2) the ancouragement
of privatization of the agricultural sector, ESF 11l scught to dismantle
Senegal "s inefficient, burdensome agricultural parastatal system and can
be characterized as an attempt to tear down rather than build up GOS
agriculturcl institutions.
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ESF CONDITIONALITY

OVERVIEW:

In amending ESF I, USAID began including conditionality into its ESF
program aimed at the structural adjustment of the Senegalese econonmy.
USAID became a major participant in the ongoing policy dialogue on
structural adjustment taking place among Senegal’s donors. Rather than
attempting to examine the conditionality within the context of each ESF
grant, this discussion will have a topical approach and will deal with
major areas of conditionality over the three ESF grants. This approach
should prove clearer than a chronological presentation where direction is
otten lost in detail. It is important to look at the reforms as a
centinuum, not artificially divided by the signing of the ESF documents.
This underscores another difficulty in attempting to judge the impact of
any single ESF grant or conditionality. Subsequent structural adjustment
programs obscure the changes wrought by previous conditionality, Much of
the impact of the conditionality selected for the first three grants will
depend upon the choice and focue of follow-on conditionality,

the conditions and covenants presented in all three ESF grants
focussed on reform of the agricultural sector. Because they inevitably
tell into a one-year time frame due to U,S. Congressional budgetary
constraints, in form and in substance they acted as short-term means of
forcing change, always needed but not always well formulated. E£SF design
tean menbers hoped to break away from the budget cycle with ESF III by
requesting a multi-year ESF progranm. AID/Washington agreed with this
propasal with ESF IV, ‘

. ESF conditionality centered on the reform of the CPSP. This discussion
of conditionality therefore begins with an analysis of the CPSP,
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CPSP:
ESF 1 (amended): conditions precedents:
I. Suspend all credit sales of PL-480 commodities;
2, Accept the principle of hiring outside technical assistance to
reinforce CPSF management and establish an acceptable date by
which technical experts vill be recruited; and
3. Undertake audit of CPSF accounts.

ESF I (amended): epecial covenants:
l. Examine the possibility of recucing the CPSP's activities and
of simplifying or eliminating the purchasing and marketing roles
of the CFSF; and
2. Require the CPSP to produce clear accounts of jts overall
situation by quirter and according tn its various sectors of
intervention,

ESF IIl: special covenant:
Completion of diagnostic study of CPSP and recruitment of
external assistance to strengthen finance and management along
With the development of an action plan for reorganizing the CPSP,

OVERVIEW

USAID INTEREST: USAID became interested in the CPSP as a result of
its concern for agriculture and the realization that the CPSP was a major
source of drain on GO5 finances. As USAID became more involved in studying
the CPSP through financial audits, it became clearer that its earlier
means of redressing CPSF mismanagement (through cutting of PL-480 credit
sales and promoting the use of technical experts) would not be enough -
that CPSP mismanagement was as much a product of the size and
pervasiveness of its institution as of lack of skill or opportunities for
corruption., USAID ultimately came to support a policy of privatization of
CPSP marketing functions.

ORGANIZATION: This discussion will look first at sources 0f CFP3EP
indsbtedness. It will then turn to USAID and GOS responses %o the this
mounting debt and the final decision to dismantle the CPSF,

CROP CREDIT AND THE CPSP

CROP CREDIT AND THE OIL CRUSHING FIRMS: Under the rules of the West
African Monetary Union, the Central Rank gives a preferential discount
rate on lcans to commercial banks for the short-tern financing of
commercial crops. Thes2 funds were made available to SONACOS and SEIB, the
Senegalese peanut oil crushing firms, and SODEFITEX, the Senegalese cotton
parastatal. Each October the GOS estimated required crop credit based upon
preliminary production estimates for cotton and peanuts., The short-ternm
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credit was supposed 2 be vsed for the purchase of peanuts and cotton o
that farmers could t: paid promptly in cash for their crops, but in
reality the credit w:is used by the oi) crushing firms as a form of cheap
capital rather than :s an advance for peanut purchases. This money was to
be repaid, in theory, within a twelve month perind, as soon as the cotton
and processed oil were sold on the international market,

THE CPSP AS PRIC:I GUARANTOR: The CPSP is not normally involved in
crop credit, The fur:tion of the CPSP has been to stabilize farn revenue
through a complicatz: procedure in which the GOS establishes farmgate
prices which the oi! crushing firms must honor. The CPSP 1n return
guarantees these fi-ns a margin above their cperating costs. If the
international price ‘or peanut o0il rose above this level, CPSP collected
the profit generzte: by the oil crushing firms. if it fell below, the CFSF
compansated the <irrz for their losses. These payments were to be financec
through receipts pr::zuced from the proceeds of the other export crops or
on imported consumz- J000sa Unfortunately, CPSP receipts during the garly
1980s could not cov:z- the costs of their compensatory payments to the oil
crushing firms. Thz aassive debt accumulated by the CPSP has resulted fron
2 confluence of pocr nanagement, poor weather, ano poor GOS pricing
pelicies,

CPSP INVOLVEMENT IN CROP CREDIT: The CPSF bocame Inextricably
involved in Senezalzz2 crop credit problemc when, in the early 1980's, the
internatioral price <or peznut oil pluameted to such an extent that the
CPSP was unatle to zampensate the oil crushing firms for their losses.
SONACOS and SEIB in wurn felt no obligation to repay their loans to the
Senegalese banks fcr their short-tern trop credit garnerad through the
West African Monz2ta-v Union. Instead, the CFSP agreed to assume part of
the crop credit owz: by these firms to Senegalese commercial banks
equivalent to th2 az:zunt of the owed compensation. This credit was
reclassified as norszl credit and thus began to crowd out private
borrowing., It also =sen fell under IMF standby criteria, This chain of
events helped to unzzrmine the CPSP, Senegal’s credit system, and the
liquidity of the bz-<ing sactor, '

JTHER SOURCES OF CPSP INDEBTEDNESS

PL-4B80: The sal:z on credit of PL-4B0 commodities, particularly rice,
was another majc~ z:.rce of CPSP debt., The CPSP selected thes wholezalers
who received the cconodities on credit bassd not upon their likelihood of
repaying the cracit zut on other, apparantly political, grounds, Res=arch
disclosad that szme raders apparently gave substantial bribes te BQOS
officials to obta:r <heir quota which permitted the wholesaling of rice.
Thase allegations c=zrged from informal i1nterviews conducted for ISRA by a

CPSP representative:, and agents of the Controle Economique (discussad in
"The Official Marke: for Cereals in the Senegal River Valley," August
1985)., The research zeam further found that political figures and



relicious lzsders sometimes illegally "rentec' their quotas to unofficial
traders. 1t alsc appears that the granting of this quota has been used as
a8 means of :roviding political patronage to bcth political and religious
interest gr-upe. The CPSP had recuperated by the spring of {984 only FCFA
26 million =f approximately FCFA 985 million :n outstanding crop credit
sales, (Recznt C’SF performance in this matter has improved.) PL-480
commodity =:les on credit were stcpped with ESF 1., USAID and the World
Bank have p.shed for the privatization of CPS® rice marketing to alleviate
the srobles and “"depoliticize” rice sales in ceneral,

UNREALIZTIC PRICING POLICIES: A further csurce of CPSF indebtedness
sprarg fror the inability of the GOS to formi.ate a realistic pricing
polizy. The 5308 agricuitural commodity pricir; policy exists, in theory,
to protect “armer income while making commodity processing economically
viable and :roviding food theaply for food purzhasers. However, the GOS
appesrs not to have correctly estimated the production costs of
agro-busine:zs nor expeditiously responded to zhanges in the international
mark2t, The 505°s weak pricing policy has macz the CPSP responsible for
largs subs:ziez to the oil crushing firms bec:zuce the CFOF was cupposad to
subs:dize ir2 differential between B0O5 estab':shed producer orices and
actusl international market prices, Indeed, i1 has been correctly arqued
that these subsidies have premoted the poor &:nagement and excossive
operztiona! Zosts of tha2 oil crushing firms, zne major r=ason for the
upcening elimination of the subdsidy accorded <ne oil crusning firnms,

THE CPSP BALANCE SKEIET

BACKBROUND: The last significant CPSP surzlus occurred in 1979 when
the CPSP aczount read a positive FCFA 12.6 billion. However, within two
years the z:count reached a deficit low ectim:ted at FCFA 19.2 billion.
CPSP accounts have steadily improved since thszn. In 1982 the CPSP deficit
registered FCFA 6.4 billion; in 1983, FCFA 4.: billion; and in 1984, FCFA
1.7 billion., Only in 1985 did the CPSP again -a2gister a surplus: CFAF 7.4
billion,

RAISING CONSUMER AND PRODUCER PRIGES: T
confusicn ¢-2r “he status of CPSP operations zy 1982, President Diouf
raiszd conz.d2- prices on 2 variety of consqssr goods during August 1983,
gliminating 2r reducing subsidies on bread; c:ioking oil; wheat floury
sugari and i:s5:line to offzat CPOF ceficits, ~hile artificially raising

i
the crigca «- =

hz-2 was considerable
5 v

-0 1mfrove the competitive zasiticn of domestically

z2 zi 3, The [MF believed that thesz: neasures would bring the
CPSP cperatizns 1n%o zurplus. The CPSF dirsc--r caid In contraszt that cash
r ~zm2ly tight and that the CPSF «ould still be unable to meet
zxligations to the Ministry of “1nance and agro-business,
Fresident [:ou” s measures did prove helpful in the end: they contributed
to a surpluz for 1983/84; but they did not ovzrcome the serious financial
constraints facing the CPSF, Froducer prices for a variety of cereals were
raised 9 to "0 percent in October 1984 while *he consumer price for rice

1 -
'
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was raised 23 percent to CFAF 160/kg in January 1985 in an effort to
encourage cereals production. In April 1985 Fresident Diouf again raised
producer prices on many key commodities., Cereal prices increased from {7
to B3 percent. Prices for export crops including peanuts increased from 30
to 3¢ percent. In October 1985, President Diouf announced the
establishment of floor prices pegged at FCFA 70/kg for cer2als. These
measures were to help the CPSP remain solvent while allowing it to
continue its prices stabilizatiorn function,

USAID INTERVENES WITH 175 ESF PROGRAM

RECRUITING TECHNICAL EXPERTS: USAID (under ESF 1 amended and ESF
I11) and other donors pushad for the recruitment of external technical
assistance to strengthen CFSP finances and management in order to improve
management in CPSP. The GOS agreed to ths principle of hiring technical
experts under ESF I and to their presesnce under and ESF IIl covenanl, The
World Bank and French agreed to finance three technical experts: one to
deal with world prices of agricultural commodities, onz with
agro-industry, and one with financial management, One technical assistant
who did not work out was recruited from CEGIR, a Canadian consulting firm.
The search continues.

STUDYING CPSP RICE OPERATIONS: USAID contracted with Xansas
University to undertake an evaluation of CPSP rice operaticns. The report
concluded in Dzcember 1984 that the CPSP needed to improve its management;
specifically (1) its economic analysis of commodity markets, 1ncluding
basic data gathering; (2) its storage program, (%) it rice purchasing
operations, and (4) its accounting procedures. It recommended that the GOS
reassess its subsidy for rice transport to the interior and the sale of
rice on cradit. The evaluation also called for a divarsification of
sources for rice imports and the oromotion ot an acceptadble substitute
grain in order to improve Senegal ‘s balance of payments s:tuation.

AUDITING THE CPSP: The chaos anc
aggravated the financial chaos facin
status of CFSP operaticns had to be clzarified, A USAID-financed audit of
CPSP accounte was includad in ESF I congitionality., Several partial audits
undertzkan by Arthur Andersen, an Amsrican accounting f1rn, in response to
IMF and USAID conditionality confirmed that CPSP naedeo bettar financial
and inventory control., Primarily, CFSE nzedad to (1) reconcile its
tinancial accounts with those of 1tz banks and the Traasurv (1ndeed,
Arihur Andersen ic in ths midst of parforning such a reconc:liation) and
(2) recognize that any unpasd credit iccaunts should be tonsigered
non-r=zcoverable unless the government takes st,ong 2clinn to gain
repayment. Arthur Andersen found 1n icts 1982 audit of the CPSF rice
markzting operation, published 1n Decumber 1984, that the CFSP needed to
verify its inventory; specifically, 1t found that the CFSP doces not
reconcile its records of rice unloaded with those of rice stored with
those of rice sold. Arthur Andersen concluded in its 1984 report that rice

ompassing PSP accounts has
tha CPSP. Donors agreed that the
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SONAR AND SEED DISTRIBUTION

SONAR'S MANDATE: According to its original mandate, SONAR should
have been only tangentially involved in the credit system, given only
enough crop credit to assist in the purchase of a small amount of selected
seed (75,800 tons in 1982/83). SONAR purchased the rest of the seeds
directly from the oil crushing firms on credit from banks in order to
reach a seed stock of 120,000 MY, In theory, the expenditure on this
120,000 MT <eed stock should have been covered by the retained earnings
system whirh imposed a levy on farmers of FCFA 10/kg in 19B2/83, raised to
FCFA 13/kg in 158%/84 (with an additional FCFA 2/kqg reserved for
fertilizer bringing the total levy to FCFA 20/kg). In reality, the cost of
the sead stock was rarely defrayed.

THE FAILURE OF THE RETAINED EARNINGS SYSTEM: The design of the
retained earnings system worked, but only partially and only in years with
high yields. The 120,000 MT seed stock costs the GOS FCFA 12 billion
annually to maintain, requiring that 800,000 MT of groundnuts be marketed
through BOS channels., This has besen accomplished in only eight of the
previous fifteen years. SONAR could not cover the expense of purchasing
seeds for the seed stock in 1982/1983 because the retained earnings levy
that year proved insufficient and the GOS did not disburse its FCFA 1.1
billion subsidy to the parastatal. Large deficits also aross in thr
1983/84 growing season when the seed levy again proved insufficient due to
the dramatically lower production caused by the drought, (Only 342,000 MT
of ground nuts were marketed which generated only FCFA S.1 billion in
revenue, FCFA 6.9 billion short of what was needed.) A CFPSP surplus of
approximately FCFA 5.6 billion that year helped cover the cost of the
deficit,

REDUCING SENEGAL'S SEED STOCK: The GOS attempted to move away fronm
the maintenance - an excessive seed stock in the 1984/1985 growing season
_but not enough peanut seeds were made available that year as a result of
both the drought and the reduction of the existing seed stock fronm 120,000
MT to &0,000 (with 40,000 MT made available at cost), Farmers apparently
had not been prepared to hold back their own sesds despite a G0S
announcement of its intent to reducz the pesanut ses=d stock, This accounts
in part for the major shift to millet production in this nast growing
season, much larger than expected given the farmers’ need to reglenish
their cereal stock after the drought. Despits this major reduction in thes
size of the seed stock, the GCS did not experience significant S3avIings,
Cost of maintaining and distributing the seed ztock remsined high: FCFA {0
billion,

THE THPACT ON THE BANKS AND SENEGAL'S LIQUIDITY: The big losers in
the input distribution yame have been the banks and ultimately the
Government of Senegal. SONAK turned to the banks for financing 1n years
when the retained earning system did not cover the cost of the seed stock.
The banks were obliged to comply to the tune of FCFA 13 billion which has
represanted an additional burden on their already overtaxed resources and

exacerbaled Senegal’s general liquidity crisis,
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USAID INTERVENES IN SEED DISTRIERUTION WITH THE ESF PROGRAM

THE ELIMINATION OF SONAR: USAID requested the liquidation of SONAK
under ESF 11l conditionality., Donors chose to focus their attention on the
abolition of SONAR and the retained earnings system because these, like
the CPSP, were plagued by financial mismanagement. They had come to be
viewed as anathema, inefficient institutions costing the GOS dearly,
promoting over reliance on government by the farmers, and penalizing the
most efficient farmers who maintain their own carefully selected seed
stocks more cheaply and who would prefer the flexibility of
non-involvement 1n the national seed stock. It also appeared to maintain
peanut production in marginal areas where the production of other crops
made greater economic sence, Roth donors and the GGS recognized the
significant savings that the G605 would incur by ridding 1tself of the need
to subsigize SONAR but understood that the seed stock afforded Senegal a
security stock, protecting farmers fran grought years., The G0S was also
hesitant to turn the crucial function of input delivery over to the
privats sector because 0f its unwillingness to suffer the political
conszquences of alienating vested interest groups and because of
traditional suspicion of private business.

Under ESF Il the 605 reluctantly agreed tc a compromiss position
which Included the abolition of SONAR but allowed for a transfer of peanut
seed holdings to farmers over a six years period. The oil crushing firms
wera piaced in charge of the seed stock and a security stock during this
transitionary period, (Fertilizer distribution was also to be privatized;
see below.) SONAR ceased operations in December 1984 and was officially

dissolved in May 1985, The GOS agreed to take on the responsibility of its
debt,

MAINTAINING A SECURITY SEED STOCK: The GOS and oil crushing firms
signad a contract in December 1983 in response tu USAID conditionality
which effectively transferred managenment of the seed stock from the
defunct SONAR to SONACOS and SEIE. So began the "six year" plan envisioned
by the £3F program to transfer control to the farmers. Senegal will

prabzbly hava no sesd stock in the upcoming year., The six year transition
has bz2n whittlad down to ona, Farmers have bean told to keep their own
sesdsy howevar ther2 15 some gqusstion as to whether they will do so,

The o1l crushing firms will maintain control of a 0,000 HT peanut
security se2d stock by contracting with farmers to produce selected seeds,
The puroose of this s2curity steck is to protect farmers and the GOS fram
andsther drought or other calamity and act as a m2ans of upgrading the
exlsiing szad stock., Tha oil crushing firms were considered & natural
intermediary 35 they already buy peanuts as part of their operations.
Unlike the seed stock of past years, seeds will be sold at or near cost
prices and those seeds not sold will be crushed by SONACOS. The new GOS
policy of having farmers pay for sees from the security stock will create
and incentive for farmers to maintain their own stocks while minimizing
the risk that seed will be unavailable for farmers in need or that the
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national seed stock will be degraded. This security stock should also
significantly reduce the financial obligations of the GO5 to the
maintenance of the seed stock because SONACOS will pass all costs onto the
farmers when the seed is sold.

POSSIBLE PROBLEMS WITH FARMER-MAINTAINED SEED STOCKS: The
responsibility of the seed stock was in effect privatized and fell to the
farmers themselves with the dissolution of SONAR. At the time of this
privatization it was unclear what type of facilities were available on the
local level for seed stocking or how they would be used. The Ministry of
Rural Development has recently completed a study detailing what facilities
exist and are needed. USAID estimates that at present, 20-40 percent of
seeds planted come from farm stores. When ESF I1] was written, USAID had
not studied how much seed stock farmers would hold, and where and how they
would do so. USAID presenfly has a study underway to answer many of these
questions under the Sahel Folicy Analysis and Support Project. Peanut soed
storage 1s a much more difficult problem than cereals seed storage, With
millet, farmers need to store four kilograms of seeds per hectare., with
corn about seven. Peanu! production requires 100 to 120 kilograms of
unshelled peanuts, 60 to B8O shelled, per hectare. S0DEVA is in the process
of looking into what storage facilitisc ex15t for groundnuis 1n the peanut
basin but if growing season 1963/85 is any incication of the ability or
willingness o+ farmers to maintain peanut seed stocks, there is call for
alarm. The storage problems thruyct upon local farmers and communities with
the abolition of SONAR and the retained earninys system may prove quite
burdenscme, at least in the short run. In the long term it is expected
that villagers will be able o take on the responsibility of storagqe
reasonably well.

POSSIBLE SOLUTIONS: Several possible solutrons that address these
issues have buen suggested n the angoing policy dialogue., One solution
suggested ts that of eupanding the function of SONACOS to take over same
of the potential storage problems. Farmers might sell their ordinary seed
to SONACOS in return for selacted sasd¢ that may be vacuumad packed, This
would iaprove conservatian by reducing pest and mold 1nfiltration and
destruciion., Thes2 paanuts would alss bz deliverad shelled, thus ridding
the farme-s of one tedious, time cenzuming task. This la‘ter option would
also assist SONAZOS, which conid Surs the shells and zave con energy costs,
Such a program fits in wall with SONACOS's new role as a sacurity stock

holdar, However, 1t 135 cnly undar preliminary discuzsian,

SONAR AND FERTILIZER DISTRIBUT(ON

FERTILIZER USE AND FERTILIZER POLICY: Fertilicer usage has
fluctuated widely over the past ten years from a low of 14,820 MT in
1970/71 to a high of 93,216 MT in 1976/77. This fluctuation can be
attributed in part to the confusion and delays caused by the frequent
change of distribution networks and institutions which occurred throughout
the past fifteen years. Other major contributing factors have heen the
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PROSPECTS FOR PRIVATIZING FERTILIZER: USAID promotes the
srivatization of fertilizer marketing but there remain many questions that
nay significantly affect Senegal's ability to privatize. Demand for
‘ertilizer is an unknown variable, especially under present circumstance
shzn little credit is available, subsidies are small, the risk of another
ircught is significant, and farmers’ cash resources and attitudes toward
‘ertilizer use are not known. Private entrepreneurs are reluctant to
inwest when it is so difficult to predict farmer demand. Secondly, few
cnstitutions are willing to take on the responsibility of providing credit
=c farmers for inpul purchasing given their bad credit histories. Lack of
rzdit will continue to supprecs both demand and supply for fertilizer,
< to what extent remains unclear. Finally, given the frequent shifts in
T policy on fertilizer distribution over the past ten years, private
i~ms ar= reluctant to invest their time and resources into fertilizer
arcduction until they are confident that GOS requlation will not once
zzin change.

USAID INTERVENES IN FERTILIZER DISTRIBUTION WITH THE ESF PROGRAM

REOCRGANIZING THE FERTILIZER MARKET: No plan has yet been presented
by the G0S, in response to an ESF 111 covenant, for the reorganization of
the fertilizer sector, but there have been on-going discussions on private
fartilizer marketing among GOS officials, USAID officials, and private
sector businessimen, In July 1983, ICS agreed to produce 7300 MT in the
upcoming year at the request of SONACOS which hopes to ensure a minimum
level of fertilizer use in the peanut basin, ICS has also agrezo to
produce an :dditional 6000 MT to foster demand among farmers. SENCHIM, ‘the
marketing arm of ICS, will assist with the financing, and will provide
fertilizer with 30 percent down, 70 percent payable in 45 days. SONACOS
hes agreed to purchase the fertilizer 1f the degressive subsidies are
approved and to distribute it to farmers. The quantities discussed by
USAID, the CCCE, SONACOS, and ICS in July are small but represent a start
toward privatization., They also raflect the difficulty encountered 1n
z2tempting to privatize this market, Meetings are contining between
dz=nors and Senegalese business lzaders, but no conclusive agreements have
S2=n reached and no formal dictribtution network has yet been organized.

We should also note that USAID/Sen=zgal, through its Agricultural
fr>duction Support Project (&£85-0269), will acssist Senegal develop &
c-:vate sactor network of fertilizer distributors. The project aims at
wercoming one major constraint to privatization, that being the lack of
wz1lable credit, by providing lines of credit through private channsals
bznaks to entrepreneurs to help them establish enterprises and augment the
volume of fertilizer sales in rural areas. The project will also help tn
stimulate fertilizer use by encouraging the GOS to fund fertilizer field
trials and to disseminate information to farmers through RDAs on the
benefits of fertilizer to crop production,

(9]
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PRIVATIZATION AND FOOD SELF-SUFFICIENCY

USAID's support for the privatization of fertilizer and seed
gistribution have come 1ato conflict with another overriding goal of the
60S and donors: that of food self-sufficiency. In the short run at least,
yields may fall in many areas until a new, privatized distribution network
is established. It is crucial that donors look carefully at the impact of
input privatization on food production and take into account possible

declines in production when assessing Senegal ‘s needs for project
assistance.
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SAED, SOMIVAC, and SODEVA: The Ongoing Struggle To Slim Down the RDAs:

ESF IIl: condition precedent:
Dratt contract-plan between GOS and SAED acceptable to USAID.

ESF I1i: special covenants:
I. BOS will sign contract-plan acceptable to AID with SOMIVAC and
SODEVA detailing reorganization of their roles, reduction in
their personnecl, and obligations of the GOS.
2, Signature of contract-plan between 50S and SAED by January i
1985 acceptable to AID, the World Bank, and the French
government,

OVERVIEW

USAID INTEREST: USAID interest in RDAs parallels itz interest in
SONAR. Through its own projects, it has supported the use and extansion of
RDAs. USAID desire to assist the GO5 with its debt crisis and its own
growing belief that RDAs were not cost effective led USAID tn make a
closer examination of the potential benefits derivad fram the
privatization of RDA <ervices,

ORGANIZATINN: This discussion will take a look at SAED, SOMIVAC, and
SODEVA, the three RDAs targeted by ESF conditionality and covenants. It
will examine their rule in rural development, their financial
shortcomings, and finally USAID promotion of their privatization.

THE ROLE OF RDAS

SAEN, SOMIVAC, and SODEVA are regional Rural Development rgencies
(RDAs) that were originally established to provide rural extension
services but which over time have taken on direct production activities.
They offered heavily subsidized 1noutc to farmers 1ncluding seed,
fertilizer, and water as well as such services as Jand preparation for
planting, markeling of agricultural producte, and credit. SAED operates in
the Fl2uve reguon (Seneqgal River Basin), SODEVA 1n the peanut basin,
SOMIVAC 1n Casamance. Senegal’'s regional RDAs have come inder attack as
inzfficient and costly arganizations that have been maintained more for
political reasons than for their ability to i1mprove rural agricultural
production,

THE ECONOMIC VIABILITY OF RDAS

ECONOMIC INEFFICIENCIES: Basic economics suggest that these
agencies have little reason to minimize costs because they are subsidized
by the 60S, and indeed, these agencies are more or less obliged through
GOS policy to act in a noncompelitive fashion. In an ISRA study conducted
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REFORM OF THE RDAS

The services provided by these parastatals continue to require heavy
G0S and donor assistance; for this reason USAID believes tnat the public
service role of these agencies needs to be made more consistent with GOS
budgetary capacity and willingness to commit funds. USAID believes that
the GOS must realistically reappraise the cost of services provided by
SAED, SOMIVAC, and SODEVA and determine which =ervices i1t can and is
willing to financc and transfer the rest to the farmers, To this extent,
USAID applauded the New Agricultural Policy (NAP) announced by the 60S in
April 1984 which established as objectives: 1} the provision of more
decision making responsibility, and therefore more initiative, to farmers
themselves; 2) the creation of a low cost, flexible extension service
system; and 3) the privatization of many services including input
provision. The GOS Economit and Financial Adjustment Frogram for the
Medium and Long Term, presented to the World Bank Consultative Group in
December 1984 had among its objectives improving the mangament and fiscal
performance of agricultural parastatals and providing incentives to
encourage private sector activity in :agriculture. USAID wholeheartedly
concurred with thess goals and under ESF I1] hoped that cantract-plans
signed between the various agricultural parastatals and the GOS would
retlect these commitments,

USAID INTERVENES WITH THE ESF PROGRAM

CONTRACT-PLAN WITH SAZD: The G0S and SAED signed a contract-plan in
response to ESF III conditionality on 29 December 1984 with four major
aims. SAED is to 1) disengage progressivzly from production, credit, and
marketing functions; 2) concentrate its efforts on rural planning and
evtension; I) augment producer prices to reflect real costs of inputs; and
4, reduce and retrain staff. SAED will continue 1n the short term to play
an important role in “he distribution of fertiliz=r and the marketing of
ricz in the Fleuve region but will no longer extend credit. USAID hopes
eventually to limit SAED's role staply to planning and extansion work.

CONTRACT-PLANS WITH SOMIVAC AND SODEVA: Contract-plans raguested in
ESF Il covenants between SOMIVAC and SUDIVA and the G0S are =sti1l1l pending
with many issuec left unreszolved, Eoth parastitals would prefer to goe
their role and recponsibilities expanded to i1nclud2 marketing. They would
like to vertically integrate thneir functions 1n order to cocrdinate if not
control and supervise all agricultural activitias in theyr region, USAID
believes this to be unr=2alistic and is ocpposed, prefarring to sse these
parastatals limit themselves to extension services. 4t the moment, SONEVA
1s 1nsisting only upon the right to distribute selectad cereal seeds and
not on the selling of fertilizer in the peanut basin, Farmers’' -bility to
purchase 1nputs on credit remains a potent 1ssue to both par~.tatals,
USAID resists the continuation of sales on credit, It shoulu be mentioned,
however, that some positive steps have been taken bty the parastatals,
SODEVA reduced its staff by S5 percent in 1985,
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CEREALS PRODUCTION AND SENEBAL'S SELF SUFFICIENCY /SELF RELIANCE

ESF 111: special covenant:
G0S will request a study of constraints to cereals marketing and
a8 plan for removal of the constraints be geveloped,

OVERVIEW

G0S INTEREST: The recent years of drought have forced the GOS to
reevaluate its heavy reliance on peanut production. Food self-reliance,
which has become the byword of Senegal 's New Agricultural Policy, has been
translated into a greater emphasis on the production of cereal crops. This
new policy entails increasing irrigated and rainfed land under cereals
cultivation; improving facrmer access to inputs, storage, marketing;
financing facilities and tostering local markets through the processing of
these crops; and strengthening production through appropriste pricing
policiz=s,

USAID INTEREST: Senegal ‘s desire to become food self-reliant led
USAID to examine means of improving Cereals production in Senegal. Rased
on 2 variety of studies and analyses, USAID concluded that GOS requlation
and pricing policies were constraining the expansion of cereals
production,

ORGANIZATION: This section will discuss general constraints to
cereals production and marketing, It will then examine 50S regulations and

policies that are recognized by both the GOS and USAID as impediments to
expanded production,

CONSTRAINTS ON CEREAL PRODUCTION AND MARKETING

CEREAL PRICES: Cereals production in Senegal has traditionally been
sensitive to changes in government established farmgate prices. Farmers
have become discouragec whep szot prices of cereals have daclined, taking
this as a market signal and reducing planting the following year. This has

often led to a shortfall in production and a rise in price, Farmars have
then responded by plant: g more cer=2als in hopes of achiesving the same
high price, only to fin¢ that the increszed producticn has led the
government to bring prices down. Production has followad this cyclical
pattarn since 1ndespendence, Senegal does not produce anough grain at
pressnt, even in good years, to meat the needs of 1ts urban population. It
cannot produce enough in bad years to meet the needs of the subsistence
tarmers. (The cereal crop covered only 32 percent of Senegal's needs in
the 1983/84 drought year., The 1934/85 growing season, one of the largest
on record, produced only 51 percent of Senegal 's needs.) The cyclical
nature nf Senegalese cereal production profoundly affects Senegal's
ability to feed itself,



UShlD/Seneqgal Evaluation of ESF 1, 11, and 11] p. 464

USING PRODUCER PRICES 70 ENCOURAGE CEREALS PRODUCTION: The GOS has
attempted to encourage cereals production through its pricing policies. In
1981 it raised producer prices for tereals (including rice and cowpeas) by
25 to 33 percent., In 1983, 1984, and 1985 cereal prices were raised again
by 40 to 60 percent over this period. In January 1985 the GOS raised
consumer prices for rice by 23 percent to CFAF 160/kg, reflecting a
cumulative increase of 100 percent since Februrary 19882, in an effort to
reinforce 1ts strategy of minimizing rice imports while Bncouraging
domestic production of cereals,

PRIVATIZING RICE: The privatization of rice marketing should
positively i1nfluence local cereals production through the pricing
mechanism, Theoretically, rice prices should rise, discouraging rice
purchases and increasing demand for other grains, This should put upward
presaure on grain prices and encourage anp expansian in grain production,
furthering Senegal "¢ goal o0f food self-reliance.

AGRICULTURAL CREDIT: Lack of cregit also appears to be a
constraining factor in cereals marketi1ng because 1t acts as a barrier to
entry far wholeszlers who must show proof o+ a FCFA & million bank balance
before a licensze is issued, a raguirement that hinders their ability to
expand 13 order to absorb more cereal products. In an [SRA study conducted
by a University of Michigan research team ("The 0fficial Market for
Cereals 1n the Senegal River Valley," August 1963}, wholesalers reported
using borrowed capital 1n their operations but only six percent were able
to obtain capital from banks, The mesn interest rate for nonbank credit
was considerably higher than bank credit (7.2 percent per month compared
to 13 percent/annum or .25 percent/month ‘or banks). This high interest
rate seems to reflect the risk undertaken by lenders since only about 62
percent ot lodns are reimbursed, There 1s litile recourse tcr lenders if
loans are unresaid,

USAID INTERVENES WITH THE ESF PROGRAHM

STUDYING CEREAL MARKETING: ESF I conditionality required that the
G35 undertave 2 =tudv on the constraints to cereals marketing 1n hopes of
flading mei s t2 Ancourage production, N9 spsciile study has yst BeEen

complated but numersus discussions beiween USAID and the GOS have brought

thesz two 27ganitations to 3 Zansensus on th2 oroblems facing careals
marvating. The University of Michigan hags conplated several ms;ur working
nac2rs for (575 ahioh desl with consiraints to gereals markating, The
World Sant oani FAO have andertaven g <tady but 1t hag not yeb heen
completezd, An interministerial commiszion met during the summer of 1983 to

s these 1s5sues but bhas not yet publicshed 1ts conclusions. No written
plan for the removal of constraints 1n cereals marketing has yet been
developed,






THE IMPACT OF GOVERNMENT REGULATION: Strict market regulations and
pricing policies have prevented firms from operating freely in the market
and have discouraged others from entering. These requlations severely
constrain the absorptive capacity in the cereals market. Not enough firms
exist at present to purchase «ll that farmers wish to sell. Indeed, only
the "banabana" (informal sector entrepreneurs) appear capable of turning a
small profit but they do so by buying anc selling in such small quantities
that they bypasc altogether GOS regulation and ectablishéd prices. This
lack of non-absorptive capacity discourages farmers by suppressing their
ability to sell even when prices are high. USAID hopec that by
liberalizing the market, farm production will rise and Senegal will find
itself more food self-reliant.

USAID POLICY: USAID supports a system of regulation to guarantee
minimum prices to farmers that will help to reqgularize their income and
encourage cercals production., USAID recognizes that come market regqulating
mechanism is essential and 1s presently discussing with the GOS what form
this wechanism should take, USAID does not support the i1dea of a state run
institution, particularly the CPSP, charged with the responsibility of
gquaranteeing pricss, USAID/Senegal has undartaken the Agricultural
Production Support Project with the aim of increasing private sector
wholesaie and retail cereals marketing by providing entrepreneurs with
line of credit to expand their operations,



CREDIT, COOPERATIVES, AND THE CNCAS

DVERVIEYW

USAID INTEREST: The importance of credit in the crisjs facing
Senegal has been an ever present theme throughout this discussion as well
as throughout the ongoing policy dialogue between USAID and GOS officials.
The major donors have supported the creation of the National figicultural
Credit Bank of Senegal (the CNCAS) to improve farmer access to farm

credit, USAID/Senegal has helped to shape the CNCAS through the dialogue
process enmphesizing the need to decentralize the bank into rural areas and
encourdge savings as well,as loans., Although not specifically menticned in
any single condition precedent or special ctovenant, improving Seneqal’s
ligquidity has been an implicit goal of the ESF program and was the basis
tor the decision to use S5F monies to reimburse outstanding crop credit
and the cost of the national seed stack. On2 ma‘or constra:int perpetuating
the liquidity crisis has been the unwWillingness or inability of farmers to
repay credit., The Caisse Centrale more than USAID has sought to find means
of overcoming this problem; it has become the major financial backer of
the CNCAS,

ORGANIZATION: This section will discuss the cooperative and village
sections movements in Senegal, movements promoted to assist farmers obtain
credit and other vital agricultural inputs and sell their produce. It will
then turn to a discussion of the CNCAS and its hope of using village
groups as a means of injecting credi® into the agricultural sector.

CREDIT AND THE COOPERATIVE MOVEMENT

On the local level, credit was given to farmers through cooparatives,
Farmers in theory were to obtair inputs through cooperatives on cred:it and
repay the debt when they later marveled their procuce. Farmers erfectively
bypassed tne systeam by purchasing inputs and marketing their crops through
difierent zooperatives,

Cooperatives began as a national movement 1n 1967: heralded as
grassroots 1n nature, the cooparativs novenant quickly degeneratad 1ato a
political and religiocus mechaniss +or tantrolling farmers, The peanu’
cooperatives, t-aditionally and =2snomically tha most important Senegalesza
cooperatives, have been dominated ty a centrally contrnlled hierarchy,
effectively eliminating farnar particisation 1n managzment, This has
provided an "open coor to corruption® througn which farmers, particularly
the wealthy and powerful, have obtained access to credit and services wWith
little accountability, alienating the weaker cooperative members. Members
have little say 1n who will be selected to receive credit although all
members bear the responsibility of any debt incurred.
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CREDIT AND VILLAGE SECTIONS

Village sections were seen as a viable alternative to the cooperative
system: cmaller self-selected groups promoting solidarity and exerting
enough peer pressure to ensure repayment of extended credit, Their
formation, however, acted as a threat to the politically powerful
cooperatives which circu.vented the intent of the movement by making
village sections subunits of cooperatives. Many villagers were simply
assigned to their village section by the local prefect. All in all, 4472
village sections have been created. Some villagers, however, did succeed
in divercing themselves from the cooperatives, realizing that they may be
the true victins unless credit is reimbursed by being denied access to
future sources of credit, The Caisce Centrale was appalled by the outcome
of the movement for the creation of village sections., The Caircse has
promoted instead the establishment nf qroupements de orcducteurs or

producer groups with legal status separate fram that of cooperatives,

CAISSE WATIONALE DE CREDIT AGRICOLE DU SENEGAL

The Caisc2 Centralz is in the process of 2stablishing tha Caisse
National de Credit Agricole du Senagal (CNCAS or the National Agricultural
Credit Bank of Senegal)., When it cemes on line, only those village
sections and groupements which the CNCAS considers “legrtimate" will be
given access to credit. This will be determined in part by these groups’
compliance with a regulation requiring them to put up 290 percent of their
own funds,

The CNCAS has established hranches 1n Dakar, Thies, and Matam and
hopes to npen offices tn Ziquinchor and kolda soon., There has been concern
over what some consider excessive expenditures already spent by CNCAS on
building and personnel but geanerally the bank appeirs Lo have had a fairty
successtul start, Its office 1n Matam reports collaction of FCFA 150
million 1n savings 1n the fatl of |93, CNCAS has already recerved FCFA S
billion 1n loan applicatinns fraom the agracultural sector exemplifying the
enormous pent up demand for credit, But it has only FLCFA 450 million in
lending capacity until the end of 1983, a wradit ceiling 1mposed by the
Central EBRank,



USnlD/Senegal Evaluation of ESF I, 11. and 111 p. 51

LESSONS LEARNED AND RECOMMENDATIONS

The following are a list of recommeadations which follow from the analysis
presented in this evaluation,

1. USAID ESF design team members already have a wealth of information and
studies which explain problems with the status quo. In subsequent ESF
programs, adoitional analysis {(economic studies,; cost bepefit analyses,
and political analyses) is needad to selert conditionality and judge the
Impact .0f proposed ESF reforms, that iz, on the eronomic and political
consequences of the program and on means of minimizing short-term

disruptions which are likely to accompany the implementation of structural
reforms,

2, The timing of implementation of structural adjuztment reform has
matched GOS ability and readiness to respond with r2form measures, In
future ESF proarams, a master plan or PERT chart should be created which
links potential reform measurcs to target conditions identified in studies
or established with the ESF program. Face should be made more sensitive to
the economiz and political consequences of conditionality,

3, Speciiiz £3F reforms appear to support pravailing G0S and US strategies
for 1aproving agricultural production in Senegal. Design documents need to
clearly define "end-ci-rzforn" concitions, and, as much as possible, these
concitions should Le guantified. As an example, ths documents need to
icentify target ranges - within a stated time-frame - for improvements in
agricultural production or for the provision (in thase cases by the
private sector) of agricultural inputs. Once these end-of-reform.
conditions are defined, baseline data should be systematically accumulated
to show progress in achieving ESF program goals and criteria established
with which to judge the succes:z of the ESF program,

4, USAlID/Senegal has underway or plans to undertake a variety of projects
in the agriculrtural s2ctor to assist with privatization, The ESF program’s
ovarall effectivenass would be maxinmized with the design and timely
Impiementation co- autually supportive projact and non-project assistance,

3. USAlD nzad: to delink the FOF proaran froa IMF standby targets to
Ensure the lavel of analvsis raquired to aroduce a sound, well thought-out
ESF orogran, This may regquire that ESF neagotiations begin much earlier so
as fo accamplish this lsvel of analysis wall cefora [NMF target deadlines
or this may reguire a conaplete separation, delinking, of the two proyrams,
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TIME TABLE
Aug. 1983 Consumer prices officially raised
ESF I signed
Sep., 1983 IMF structural adjustment credit signed

Dec., 1983 ESF 11 signed
IMF standby target deadline

Feb. 1984 ESE I amended

Apr. 1984 Presiden? Diout announces New Agricultural Policy
June 1984 IMF standby target deadline

Oct. 1964 Froducer prices officially raised

Dec, 1934 Phasa | audit of CPSP rice accounts completed

S50NAR stops operations

Contract plan signed between GOS and SAED

Contract signed between GOS and oil crushing firms on

se2d stock management

ESF [II signed

IMF standby target deadline

World Bank Consultative Group Mesting in Paris and G0S.
presentation of its Economic and Financial Adjustment
Program for the Medium and Long Term

Jan. 198BS IMF structural adjustment credit signed
Rices prices raised

Apr., 1985 Producer prices officially raised
SEMA Metra Conse:l complates diagnostic study of the CPSP

May 198353 SONAR oféicially abolished
Oct. 198BS Cereal flaor prices established
Dec, 1985 Phase I CPSF audit completed

ESF IV signed
IMF standby target dzadline

Feb, 1986 New Inadustrial Policy announced

May 1986 Phaze IIl (final) audit of the CPSF to be completed.





















