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ABSTRACT
 

Throughout 1986, the Agricultural Policy Analysis Project

assisted AID/Lome and the Government of Togo in the design of 
a

policy reform program aimed at liberalizing cereal exports. The

main components 
of the policy reform program are: legalization

of cereal exports, restricting the Togolese grain marketing

board's role in grain 
marketing to that of maintaining a food
 
security stock, and setting 
up an export licensing system. PiD

will support these reforms 
with a fast-disbursing dollar cash
 
transfer and technical assistance in data collection. analysis,

forecasting, and market reconnaissancae, and in devising

procedures to monitor and regulate 
export marketing in the
 
interest of national food security. The GOT will make local
 
currencies available to support the 
reform package. The policy

reforms were undertaken in conjunction with a World 
 Bank
 
supported structural adjustment 
program and were financed by a
 
grant from ATD's African Economic Policy Reform Program. APAP
 
technical assistance included analysis of the grain supply and
 
demand situation in Togo, elaboration of operating rules for
 
limiting the grain market, preliminary design of the grain export

licensing system, draftifig the program document, and support for
 
AID/Lome during negotiations with the GOT.
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FOREWORD
 

This 	publication is one of 
a series of staff papers that are
 
part of the continuing effort of the Agricultural Policy Analysis

Project (APAP), sponsored by the Office of Agriculture in AID's
 
Bureau of Science and Technology, to disseminate the experience

it has been accumulating in the area of 
 agricultural policy

analysis. Through interaction with policy makers, country

analysts, and AID missions in Africa, Latin America 
and 	the

Caribbean, 	 East, Asia, has
the 	Near and APAP identified and
 
concentrated its technical resources on the following themes:
 

o 	 Developing agendas for 
an informed mission-host country

dialogue on economic policies constraining progress in
 
agriculture.
 

o 	 Defining food aid strategies and programs that foster
 
and support economic policy reform measures.
 

o 	 Identifying input and output price reform programs that
 
stimulate agricultural production and productivity.
 

o 	 Fostering private sector participation in input supply

and producL marketing and redefining the role of
 
parastatal institutions.
 

o 	 Developing the indigenous capacity host
of country

institutions to provide 
 the information needed to
 
analyze, formulate, and implement policies conducive to
 
agricultural development.
 

This 
 staff report discusses the Cereals Export

Liberalization Program 
in Togo (CELT). It first reviews 
the
 
economic and agricultural policy setting for cereals policy

reform in that country and then lays out the program of 
financial
 
assistance, technical assistance and 
local currency activities
 
designed to support 1iat reform. The 
report draws on APAP's

technical assistance missions AID/Lome
to du-ing which it
 
assisted in the design of the CELT.
 

We hope this and other APAP Staff Papers in the series will
provide useful information to all those 
 involved in the
 
continuing agricultural policy dialogue between 
AID 	and host
 
country governments. 
 We welcome comments, criticism, questions,

and suggestions from our readers.
 



Summary
 

In 1986 the Agricultural Policy Analysis Project (APAP)

assisted AID/Lome and the Government of Togo with the design of 
a
 
policy reform program aimed at liberalizing the cereals export

market. Cereals export market liberalization in Togo is part of
 
larger policy reform program underway since 1979 with World Bank
 
support.
 

The rationale for liberalizing the cereals export market is
 
to 
increase The demand for cereal crops, especially maize, by

allowing Togolese farmers and private traders to export surplus

maize production to neighboring countries. Increased demand
 
should translate into 
higher producer prices and farm incomes,

the prerequisites for greater investment by 
farmers in improved

cereal production and storage technologies.
 

The Cereals Export Liberalization Program has three major
 

components:
 

Legalization of cereal exports.
 

Limiting the role of TOGOGRAIN, the grain marketing
 
board, to that of maintaining and managing a 10,000 
ton
 
food security Stock.
 

Establishment of an export licensing system to enable
 
the GOT to regulate and monitor the export of maize in
 
the interest of national food security.
 

AID is supporting this package of reforms with a fast-disbursing
 
cash grant and technical assistance in forecasting and monitoring
 
crop production and prices, rapid reconnaissance of the maize
 
marketing system, and formulation of rules and procedures for an
 
export licensing system.
 

APAP technical assistance during the design of the Cereals
 
Export Liberalization Program included analysis of the 
grain

supply and demand situation in Togo, elaboration of suggested

operating rules for limiting TOGOGRAIN'S involvement in grain

marketing, preliminary specification of procedures for the grain
 
export licensing system, 
drafting the program document, and
 
support for AID/Lome during negotiations with the GOT. ASAP
 
provided assistance in the formulation of conditions to govern

release of the fast-disbursing dollar grant and in identifying

benchmarks 
 for monitoring and evaluating GOT performance in
 
carrying out the policy reforms.
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CEREALS EXPORT LIBERALIZATION IN TOGO
 

I. Introduction
 

Early in 1986, AID/Lome, 
 through the the S&T Bureau's
 
Agricultural Policy Analysis Project 
(APAP), began to work with
 
the Government of Togo (GOT) on a policy 
reform program aimed at

liberalizing cereal exports. 
 Discussion and negotiations with
 
the GOT culminated in an African Economic Policy Reform 
Program

(AEPRP1 ) for Togo centered on exports of maize, the main staple

food. This program, the Cereals Export Liberalization in Togo

(CELT), is part of a much larger policy reform program underway

since 1979 TOGO the Bank upon
when and World agreed the main
 
outline and content of a Structural Adjustment Program financed
 
by the International Develoment Association (IDA).
 

APAP Role
 

APAP policy analysts provided technical assistance to the
 
AID Mission in Togo in the design of 
the CELT program. The APAP
 
team collected and analyzed background information on Togolese

cereals production and marketing and conducted 
fieldwork in
 
country. An important role the team to
for APAP was provide

information and analysis to AID mission 
personnel during the
 
actual negotiations with GOT officials over the ccntent of 
the
 
program and the terms of conditicnality. APAP staff frequently

accompanied Mission personnel during 
the negotiations leading up

to the signing of the grant agreement between the United States
 
Government and the GOT.
 

2. Economic Policy Reform in Togo
 

Beginning in 1979, the GOT undertook a Structural Adjustment

Program (SAP) financed by tne World Bank-IDA. The first
 
Structural Adjustment Credit 
(SAC) assisted in the formulation of
 
a new 
rural development strategy and a medium--term producer price

policry for the major export crops--coffee, cotton, and 
cocoa.
 
The malor objective of the SAC was to restructure incentives and
 
institutions within 
 the economy, particularly within the
 
agricultural sector.
 

The agricultural pclicy component of the 
first SAC centered
 
on price incentives to the private sector and consisted of policy

changes to increase real producer incomes 
for export crops. The
 
key point of the new strategy was to turn the terms of exchange
 

1 The AEPRP uses Economic Support Fund monies to provide fast
disbursing financial assistance to African countries that
 
undertake economic policy reform programs.
 



improvements in market information 
 systems, is expected to
 
translate into higher producer prices and farmer 
incomes and more
 
stable consumer prices for cereals.
 

3. Cereal Production and Marketing in Togo
 

Although Toao 
appears to have the agronomic potential to

increase productivity in food crops and produces a 
structural
 
surplus of cereals in most years, productivity remains low.
 
Moreover, the level of domestic demand is small compared 
to

production potential and incentives to 
increase production for
 
domestic demand are weak.
 

Indications 
 're that there is considerable unrealized
 
production potential. Experimental application of technical
 
packages of inputs and cultivation practices for maize has
 
resulted in increasing yields from 0.8 to 2.8 
metric tons per

hectare, an increase of 350 
percent. Production increases in
 
Togo will be dependent on productivity increases, as labor
 
constraints. and environmental factors 
largely preclude extension
 
of cultivatable area.
 

There are, however, serious constraints to realizing

potential increases maize
in productivity. The level of
 
technical assistance and- improved inputs reaching the farmer is

limited by the low level of of
performance the agricultural

extension system, inadequacies 
in the existing credit program,

and limited agricultural research. Technical 
packages are not

widely developed or, where 
they exist, are not effectively

disseminated. Improved and for
seeds inputs food crops are not
 
as available as they are for the traditional export crops and the
 
credit programs in place have been largely restricted to coffee,
 
cocoa and cotton producers.
 

Equally serious is the constraint imposed by lack of

incentives to the 
farmer to increase production and invest in

improving levels of productivity. Producer prices are highly

unstable. High prices 
in a poor crop year lead to increases in
 
the area planted for maize in the 
next cropping season, and with
 
good weather, result in larger surpluses of maize and depressed

markets. In 1984-85, for example, a large surplus of maize, up

to 20,000 metric tons, according to the GOT, resulted in severely

depressed farmgate prices.
 

Exports do not appear to play a significant role in removing

this excess supply from Togolese markets and in strengthening

farm prices. Since 1960, the GOT has followed a policy of

generally prohibiting exports of cereals. 
 An extensive informal
 
foreign trade in maize and other cereals is alleged to exist with
 
maize 
imports from Ghana and maize, sorghum and millet exports to

Burkina Faso, Nigeria and Niger. The unofficial GOT policy has
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between the rural and urban 
 sectors in favor 
 of rural

producers. Improved incentives for export crop production were
 
seen as necessary to smooth 
out production variations and to
 
induce farmers to invest in 
improved levels of productivity.
 

In the food crop subsector, 
the GOT moved more slowly to

reform price policy affecting farrmers' incentives. However, it
 
did acknowledge the need to move 
toward a more liberalized cereal

marketing policy. As a result, in 1982, 
 the 	 GOT lifted
 
restrictions on commercial purchase and 
 marketing of
 
domestically-produced cereals. Up to that point, the 
GOT had

attempted, with little success, to control both consumer 

producer prices by using its 

and
 
food marketing parastatal,


TOGOGRAIN, to stabilize prices in 
rural and urban markets.
 

A condition associated with first
the SAC, with which the
 
GOT complied, was the requirement that TOGOGRAIN limit 
its food

marketing role to the maintenance and management of a security

stock of i0,CCC tons of grain. This represented a major change

in the Govrernment's approach to 
food policy and was a significant

first step toward more comprehensive policy changes, including

liberalization of the export market for 
food 	crops.
 

A second SAC in 1985 expanded on the progress made under 
the

first SAC, particularly in the implementation of the new rural
 
development strategy. 
 The major components of the second SAC
 
were:
 

o 	 The development of a mechanism 
 that would adjust

producer prices for export crops 
to world market levels
 
and increase production incentives
 

o 	 The phased liberalization of the export market for food
 
crops
 

o 	 Institutional reforms to improve the 
 delivery of
 
extension services, input supply, and rural credit
 

For the major export crops of coffee, cocoa and cotton, the

GOT has already instituted price 
changes and price adjustment

mechanisms that adjust market prices 
to world prices and provide

stronger farm-gate incentives. The GOT is 
now moving to increase

private 
sector supply response by agreeing to liberalize food
 
crop exports which previously had been a government monopoly.
 

The objective of food export 
market liberalization is to

expand the 	 level demand
overall of 
 for food crops, especially

cereals, by easing restrictions on cereal exports. 
 This 	reform

along with improvements in delivery systems for 
 extension
 
services, inputs, and credit, investment in infrastructure, and
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been to acquiesce to this 
 informal trade while officially
prohibiting exports. m OGOGRA N was the only legal 
exporter of
cereals until 1985, 
 when exports to private traders 
 were
permitted 
on a very limited basis. The GOT's 
prohibition on
cereal exports is in response 
to its fear that domestic food
security would be threatened by strong regional demand,

especially from populous, oil-exporting Nigeria.
 

Another constraint on providino 
strong price incentives to
farmers lies 
 in the inefficiencies 
of the marketing system
itself. High consumer prices do not uniformly translate inco
increases in farmgate 
prices. Typically small
the farmer has
substantial needs for cash at the end of 
the soudure, the lean
period immediately preceding 
the July harvest when food stocks
 are at 
their lowest. At that time, farmers need cash to pay off
loans and to rteet consumption expenses. 
 Often, debts to traders
 are paid in kind at harvest. Studies indicate 
that farmers,
after taking what they need 
 for their own stocks, sell or
otherwise transfer 
some 65 percent of their available marketable
stocks in the period immediately after the harvest. This is the
period in which prices 
are at their seasonal 
low. Thus
farmer 
is not able to benefit from higher 
the
 

prices later in the
marketing year. The 
lack of 
 capacity to store significant
volumes of grains for sale later in season
the at higher prices

is a related constraint.
 

The fragmented marketing system which 
transfers grain from
the production areas to 
the major urban consumption areas is such
that transaction costs serve to 
limit farmgate prices to some
extent. Market 
prices in Lome reflect transport costs, storage
charges, and number small
a of intermediate margins for each
transaction. 
 These charges, while in
not themselves excessive
given the conditions of 
roads and storage, necessarily limit the
producers' share of 
the final con umer price. 
The major study on
the marketing system done to date 
 indicated that 
the farmer does
not perceive the possibility 
of entering directly into the
marketing system 
at any other point than the primary sales
level. Farmers typically sell in small lots and do not 
seek
price advantages by transporting produce other
to markets or
negotiating with merchants beyond the immediate harvest period.
 

AID/Lome determined to support 
the on-going policy reform
process in Togo by providing support to the phased liberalization
of the export market for food crops. 
 The objective of
liberalizing the food crop export market is 
to expand the overall
demand 
for food crops, especially cereals, 
and to increase
farmers' revenues by opening 
up the export market to maize
 

Societe Togolaise d'Etudes de De-eloppment, Diagnostic du 
Marche desproduits vivriers et facteurs explicatifs du mouvem-ent 
des prix au Togo , juin, 1981. 

4
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surpluses. This policy reform 
is expected to translate into
higher producer 
prices and farm incomes, the prerequisites to
 
greater investment in improved technologies. Although cereal

prices would be higher, consumers could expect to benefit 
at

least from more stable supplies and prices.
 

For 	 cereal market liberalization 
 to have the desired
 
effects, the GOr's program of 
institutional 
reform and investment

in infrastructure becomes critical. 
 With IDA financing, the GOT
has begun to implement major institutional restructuring 
and

investment 
 programs in the agricultural sector. 
 The 	major

components of these institutional reform and investment programs
 
are:
 

o 	 Reorganization of extension services for the cotton,

coffee and cocoa marketing agencies and

decentralization 
of the Regional Rural Development

Offices (DRDR)
 

o 	 Improving provision cf inputs through the DRDRs and

developing agricultural credit services by the

Agricultural Credit Bank (CNCA) 
to serve better the
 
food crop sector
 

o 	 Increased investment 
 through credit provision and
 
direct investment in improved storage facilities at the

farm and farmer organization level and investment in
 
transport and marketing infrastructure.
 

o 	 Improved farmer access to credit by 
extending the
 
CNCA's services in local savings mobilization, expanded

coverage and over the 
longer term, implementation of a
 
credit system based on crop collateral
 

o 	 ::mproved seed production, agricultural research and
 
farming techniques.
 

4. 	 The CELT Program
 

The 	AEPRP/CELT program provides financial 
and 	 technical
assistance to the GOT to assist 
with implementation of its
 program of 
cereal export market liberalization. For its part,
the GOT will use local currencies in an amount equal to the
dollar cash transfer under 
the AEPRP to finance the provision of
intermediate-term 
credit to farmers and to co-finance a road
maintenace project with 
the World Bank-IDA. The AEPRP/CELT thus
has 	 three components: a dollar cash transfer, U.S. 
funded
technical assistance and local currency-financed activities.
 

The policy reforms supported by the AEPRP/CELT include the
 
following:
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o Proclamation by the GOT of a legalizing
decree cereal
 
exports.
 

o 	 Limitation on TOGOGRAIN's role in cereal marketing to
 
maintaining and managing a 10,000 ton 
food security
 
stock.
 

o 	 Establishment of an export licensing system to ena le
 
the GOT to regulate and monitor the export of maize.
 

Before the GOT could embark on a program of cereal export

liberalization, it was necessary to first remove 
p:evious legal

restrictions and to establish a legal basis cereal
for exports

under the CELT program. A Presidential decree was agreed upon by
AID and the GOT as the best means for accomplishing these legal

preqequisites. Reinforcing limits on TOGOGRAIN remove that
 
agency as a competitor of private sector participants in export

trade and, in addition, should represent considerable budgetary

savings to the GOT. 
Although the GOT has committed itself to the

complete liberalization of 
the cereals export market, the export

licensing system is recognized as a first 
phase as Togo moves to
 
complete liberalization. 
 Success with the export licensing

system will help to 
break down legal and administrative barriers
 
to cereal trade and to reduce the negative bias of the GOT toward
 
the concept of liberalization of trade in foodstuffs, a strongly
held government policy view.
 

4.1 	 The Cash Transfer
 

The AEPRP/CELT has two dollar components: (a) a $7.0
 
million cash transfer to reinforce policy reforms already agreed

between the GOT and the Wrold 
 Bank-IDA under the second
 
structural adjustment credit, and (b) a $850,000 
 technical
 
assistance package to support and help implement 
policies for

liberalizaing cereals exports. The uses 
of the cash transfer by

the GOT are not spelled out in the AEPRP/CELT program. However,

the GOT has agreed to allocate the dollars -o the foreign

exchange requirements of its new strategy for rural 
development

and the related structura' adjustment program.
 

4.2 	 Technical Assistance
 

The technical assistance package of the AEPRP/CELT has three
 
elements:
 

3 Details on the export licensing system are provided inAppendix A.
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o Formulation of the cereals export 
licensing procedures

and of rules for TOGOGRAIN's disengagement from the
 
export market
 

o Forecasting and monitoring crop production and prices
 

o Rapid reconnaissance of the maize marketing system
 

4.2.1. Licensing Procedures and Rules
 

The AEPRP/CELT calls for the establishment of a cereals
 
export licensing commission which will determine the level of

imports and the number of licenses that would be offered for 
sale
 
to traders. Establishing such a commission and defining its

responsibilities is in 
fact a condition precedent to disbursement
 
of the first dollar 
 tranche of the AEPRP. Consequently,

technical assistance was needed early to assist 
the GOT in
 
launching this component of the policy reform.
 

4.2.2. Forecasting and Monitoring Production and Prices
 

The effectiveness of the export licensing system and of the

whole process of liberalizing cereal exports depends 
on having a
 
reliable cereal production and market information system. Such a
 
system should provide at a minimum estimates of the volume of

exportable cereal 
supplies and signals (price movements) to

indicate if and when exports should be 
stopped before they

threaten national food security. 
 The GOT does not have
 
confidence in its present system of 
forecasting cereal production
 
or monitoring rural and 
urban market prices. Overcoming this
 
constraint is for success the
critical the 
 of export

liberalization program.
 

Under the AEPRP/CELT technical assitance will be provided to

the Office of Agricultural Surveys and Statistics (DESA). 
 DESA
 
collects information on:
 

o Post harvest production
 

o Monthly rural market prices for 
food crops
 

o Crop production costs
 

In addition, DESA conducts 
a decennial agricultural census, 1982

being the most recent year. In addition to DESA, the Office of

General Statistics (DSS) collects information on food crop prices

at the retail level in Lome. A third institution, the Office of

Development Studies (SOTED) 
conducted an analytical study on
 
food crop marketing in 1981, but does not regularly collect
 
agricultural information. 'The Agricultural Price Analysis Unit
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within the marketing board responsible for cash crops (OPAT) sets

producer prices 
 for coffee, cocoa and cotton, but does not

collect or analyze data on 
food crops or prices. There is little
 
to no collaboration or coordination among these agencies.
 

DESA's capacity 
to carry out its present responsibilities,

much less the additional demands to be imposed by 
the export

licensing commission, are constrained by the lack of 
trained
 
analysts and statisticians, the absence of cadre of 
enumerators
 
trained in survey techniques, and inadequate physical and

logistical resources. Behind these
all constraints lies a lack
 
of adequate fiscal resources.
 

DESA and the associated statistical agencies will be

required to furnish 
 two specific types of information and
 
analysis for the implementation of the export licensing system:

crop forecasts for maize and information on producer and consumer
 
maize prices.
 

Crop forecasts will be used to determine the volume of maize
 
available for export. This is 
becuse the issuance of licenses
 
for exports 
 will be based on forecasts not post-harvest

production figures. If exports were allowed only after 
the maize

harvest( December-January) 
 was in and fully accounted for, it

would effectively eliminate producers the
from benifits of

increased demand and prices generated by exports. With better
 
information about size the the
the of crop, export licensing

commission could make better 
decisions about the volume to be

exported and farmers could take advantage of export marketing

opportunities throughout 
the marketing year, not just at harvest
 
time. (Without this potential to markedly enhance DESA's

capacity to forecast production and monitor prices, it is
 
unlikely that the GOT would have been disposed to 
move to free up
the cereal export maket at all.) DESA will 
also have to make

forecasts for 
sorghum and millet and pay close attention to crop

production conditions for cassva and yams as these crops 
account
 
for 47 percent of the Togolese diet and thus have direct
a 

bearing on the level of national food security.
 

DESA and the associated agencies also
will provide the
 
export licensing commission with data on variations in producer

and consumer prices for maize and other crops.
food Accurate
 
monitoring of maize price variations at the rural and urban
 
market level will provide the GOT with 
a measure of the relative
 
scarcity of maize. Ultimately, monthly estimates of price

variations will 
be used with production forecasts to determine
 
whether the issuance of export licenses should 
be continued or
 
suspended.
 

Technical assistance 
will take the form of short-term
 
assistance to prepare crop forecasts for the 1986 July-September

harvest and to develop a* methodology to determine an exportable
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surplus. 
 A long-term advisor complemented by specific short-term
 
teams will work to strengthen the institutional capacity of 
DESA
 
to collect and analyze 
data on cereals production and marketing
 
as the basis for decision-making on the issuance of export
 
licenses.
 

4.2.3 Rapid Reconnaisance of 
the Maize Marketing System
 

The objective of this component of the 
technical assistance
 
package is 
to assess the organization, operation and 
performance

of the Togolese cereal marketing system. Rapid reconnasisance
 
surveys will identify problems, opportunities, and contraints for
producers and traders and will 
assist the GOT to 
increase direct
 
producer participation in the marketing system. Periodic surveys

conducted at 
the farm and rural marke. level, will provide timely

information on, among other 
things, the impact on 
farm prices of

increased 
 export demand, farmers' production response to

increased prices, farmers 
investments in storage, 
and traders'
 
behavior in response to a more 
stable government policy with
 
respect to commercial exports of maize.
 

The rapid reconnaissance 
 surveys will be conducted by

Togolese professionals fromn SOTED 
and DESA, but technical
 
assistance will be required to instruct 
the Togolese in the use

of rapid reconnaisance methodologies. The long-term goal is 
to

develop in Togo the institutional capacity 
to conduct marketing

reseaLch as a means of 
informinig policy reform decision-making.
 

Local Currencies
 

The dollar cash 
transfer provided under the AEPRP does not,

strictly speaking, generate local 
currencies. 
 The GOT, however,

will instruct the Central Bank of Togo to 
deposit into a separate

account the equivalent amount 
of each dollar tranche,

conversion made at the highest legal 

with
 
exchange rate. The 
FCFA
 

equivalent 
of the $7.0 million in local currencies will be used

by the GOT for two purposes: (a) to finance local costs of

technical assistance essential 
to the management of the licensing

system (crop forecasts, market studies, for
rules-formulation 

TOGOGRAIN); and (b) 
 relief of constraints to cereal export

marketing (grain 
storage at source, transport, management,

etc.) From the latter, two implementing mechanisms are
 
envisaged. One 
 is the establishment 
 of a cereals

commercialization credit facility at 
the CNCA to finance loans to
farmer groups and traders engaged 
in cereals production and
 
export. Loans will be for 
 post-harvest activities 
 and

facilities. 
 The largest and most important use of local
 
currencies is expected to 
finance grain storage and transport to
 
export points. This credit scheme should absorb about 
$4.0

million in local 
currency equivalent and 
evolve '-c a revolving

fund limited to use consistent with the purposes of the
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AEPRP/CELT. The second for
use local currencies will be for the
 
local cost financing, up to 2.0 million equivalent of a portion

of the new IDA roads maintenance project and those elements of it
 
which 
treat to some degree actual market access problems of
 
cereals producers.
 

4.3 	 Conditionalitv
 

Conditions have been attached 
to the disbursement of the

dollar cash 
transfers. Conditions precedent to disbursement of
 
the first tranche of U.S. dollars 
under the AEPRP include the
 
following:
 

o 	 The GOT will form a cereals export licensing commission
 
authorized to determine the volume of and
exports

licenses;
 

o 	 The GOT will publicly announce the legal status of
 
cereals exports and its commitment to permit exports or
 
cereals subject to preservation of national food
 
security;
 

o 	 The GOT will approve that cereal export licenses will
 
be issued as early as September and no later than
 
November in a given crop year;
 

o 	 The GOT, in collaboration with AID, will define
 
responsibilities for management of the AEPRP/CELT
 

Conditions to be met prior to disbursement of the second and
 
final tranche of U.S. dollars include the following:
 

o 	 The GOT will furnish cereal export licenses to private
 
sector traders in two crop years beginning as early as
 
September but later November each
no than in year,

valid at least until the following March/April, if crop

production estimates so warranted, on the basis of an
 
open and fair licensing system, with export volume
 
determined employing estimates of production, national
 
consumption needs and security stock requirements;
 

o 	 The GOT will regularly publish and disseminate
 
information on crop production and producer and
 
consumer prices from data gathered by DESA;
 

o 	 The GOT will have evidenced satisfactory progress in
 
removing constraints to the grain trade through

provisior of credit to farmer groups and export traders
 
through 2NCA;
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o 	 TOGOGRAIN has purchased cereals 
at prices reflecting
 
prevailing market prices and only to
in order maintain
 
its security stocks at the limits agreed upon with the
 
World Bank under the second SAC; and
 

o 	 The GOT has made an acceptable proposal to AID for the
 
continued use of its counterpart local currency

ccntribution for the second and third of
years the
 
program.
 

4.4 	 Monitoring and Evaluation
 

The AEPRP/CELT also sets up benchmarks for the purpose of

monitoring and evaluating performance of the program. 
Benchmarks
 
will serve two purposes:
 

o 
 Verifying achievement of terms of conditionality and
 
indicators of policy reform implementation; and
 

o 	 Measuring progress 
toward targets established for the
 
use of local currency to address constraints impeding
 
cereal exports.
 

In all, thirteen benchmarks are identified for monitoring

and evaluating the success of 
the AEPRP:
 

o 	 Number of maize export licenses issued;
 

o Number of exporters licensed;
 

o 
 Metric tons of maize exported under license;
 

o 	 Monthly reports on crop estimates and prices
 
disseminated by DESA;
 

o 	 Plans for 
 future year export licensing system
 
formulated;
 

o 
 Advance yearly crop forecasts produced by DESA;
 

o 	 Number of farmers groups qualified for CNCA credits;
 

o 	 Number of NGO and donor projects involved in storage
 
credit program;
 

o 	 Number of storage units built;
 

o Number and performance of CNCA loans to traders;
 

o 
 Total CNCA loans to farmer groups and traders;
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o 
 Adherence by TOGOGRAIN to market intervention rules and
 
limitation on participation in the export market; and
 

o Measures by GOT to improve market efficiency ,e.g., use
 
of counterpart funds to support liberalization or to
 
improve market access.
 

Performance monitoring 
 will chart proqgess on these
 
benchmarks beginning in July of 1986. 
 Based on the benchmarks,
 
AID/Lome can build a record of performance that will inform
 
first, decisions on disbursement of the second tranche; second,
 
further steps in 
 the policy dialogue and consideration of
 
subsequent assistance; and third, the parameters of the final
 
program evaluation. In addition, AID/Lome will monitor, on a
 
continuing 
basis, the process of policy dialogue and reform
 
implementation, and progress in donor coordination on general

structural adjustment and policy reform.
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APPENDIX A
 

CELT EXPORT LICENSING SYSTEM
 

The cereals export licensing system to be established under the
AEPRP/CELT must have clear procedures in place before it is decided whatthe level of exports can be and licenses are offered for sale.Conditions Precedent to disbursement of the first dollar tranche of theprogram grant will require, inter alia, the formation of a Cereals ExportLicensing Commission and definition of its responsibilities. 
 The GOT
covenants that it will promulgate a set of detailed rules governing theintervention by OGRAIN (Togolese Government Cereals Marketing Board)in the cereals market, limiting it to management of the strategic grain
reserve, 
These actions are essential to the policy reform that is the
objective of the cash transfer. 

Licenses issued in the September-November period will remain valid
from the date of issue at least until the period of March/April, and may
be extended. 
This aspect of the program is critical to the
liberalization process because it will allow exporters a wider
opportunity to take advantage of regional export market price signals.
Shortened periods of license validity can create risks to exporters that
would constitute barriers to entry into the export marketing process.
Similarly, permitting licenses to be issued at the earliest possible time
after the production forecasts have been made will give exporters greater
opportunity to buy on the domestic market at advantageous prices in
anticipation of export opportunities later in the year.
 

Precise procedures for licensing will be developed by the government
assisted by technical assistance. 
An export volume formula for the first
year of the program will be developed early in the program. 
Licenses are
due to be put out to buyers before the harvest season begins and granted
for specified volume units of cereals, perhaps in 250 sack units, each
sack consisting of 100 kgs. Depending on the precise rules ineffect, a
buyer may be able to purchase as many licenses in units of 250 sacks as
desired. 
 Licenses would then no longer be issued when the government's
volume limits is reached. Merchants will then have the right to export
while the licenses are valid. 

Technical assistance is 
to assist in accelerating the provision of
production forecasts for the major maize production zones
Maritime, Plateaux and Centrale regions. 
inTogo's


The crop producton forecasts,
plus information on consumption trends and food security stocks will be
used by an interministerial comnission in deciding on its recommendation
of the volume of maize exports that will be available for export under
license. 
The formula for Year One will compare forecasts of production
with estimates of national consumption and stock building needs. 
 The
formula will specify a volume of cereals exports that does not negatively
affect food security.
 

Total annual maize consumption needs are calculated on the basis of
per capita consumption of maize in -ural and urban areas, seedrequirements, a spoilage and weighL loss allowance, and security stocks
required by TIOGOGRAIN. Forecasts of production in the first harvest, net
of estimated consumption needs, will indicate either the shortfall that
will have to be made up by importing food or the surplus over normal
requirements. 
 The results of the estimation procedure will permit the
government to decisionsmake concerning the issuance of export licenses. 
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At the end of the first year of the programestablish the government willan export volume formula relying less on forecasts ofproduction surpluses to determine surpluses and more on price data.
Producer and consumer prices would thus act to trigger the licensing

process. 
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