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PREFACE

This report presents the results of an audit of the First
Agricultural Credit Project in Senegal. The agreements were signed in
February 1969 and supported by Loan 584-SE of US$3.5 million (cancelled
in March 1971) and Credit 140-SE of US$6.0 million (closed, fully dis-
bursed, in April 1976). The audit was based on the Project Completion Report
(PCR) issued by the Western Africa Regional Office in March 1976, a review
of Bank files, discussions with Bank staff, and the findings of an audit
mission which visited Senegal in December 1975. Comments on a draft ver-
sion, received from Govermment agencies and from Bank staff, are reflected
in this report.

The project's unimpressive outcome, largely determined by
the exceptional sequence of droughts which coincided with the project
period, but also reflecting unsuccessful institutional reform, is accurately
and ob jectively analyzed in the evaluative sections of the PCR included in
this report. The Summary and Conclusions section, presented next, is an
amplified version of the summary originally included in the PCR. The rest
of the memorandum discusses matters involving the Bank in which OED believes
performance under the difficult circumstances nevertheless could have been
improved and on which some points have to be added to those in the PCR.

The excellent cooperation provided by the staff of the organiza-
tions involved in the project and the representatives of the Senegalese
Government is gratefully acknowledged. In particular, OED wishes to mention
the Commission de VErification des Comptes et de ContrBle des Etablissements
Publics, the Senegalese agency in charge of evaluation, for its contribution
to this project review.






PROJECT PERFORMANCE AUDIT BASIC DATA SHEET

SENEGAL: FIRST AGRICULTURAL CREDIT Project

Amounts (in US$ min)

As of 12/31/75

Original Di.sbursed Cancelled Repaid Outstanding
Loan  5uol-SE g-) 5- 3.5 - -
Credit 110-SE .0 .9 - -
9.5 59 35 _ —
Project Data
Original fctual|or
Plan Major Revisions Est. Atinal
(November 1970)
Conception in Bank 1968
Board Approval 1/ 1L/ Gy
Toan/Credit Agreement / 2/ 10/18x
Effectiveness 5 /12749 b/2c /169
Physical Completion _6/712 6/ 18
% of original project
actually completed 142 56 %
Loan/Credit Closing 12/ 31/ 12 NYFD
Total Costs {mln) Us$ 24.1 US36.0
Econ. Rate of Return 25 % n.a.%
Mission Data
Month, No. of No. of 2-/ Date of
Year Wéeksl/ Persons Manweeks Report
(estimates)
Identification 3/66
Preparation I 11/66 3 2 L 2/20/67
Preparation II 3/67 ? 1 z
Appraisal 7-8/67 2.5 k 10
Reappraisal I 12/67 2 2 L
Reappraisal II 5/68 2 3 6 12/7h /45
Subtotsl
Supervision I 2/69 3 2 ﬁ 3/17/69
Supervision II 6/69 1 2 2 $/2a/6y
Supervision IIT 11/65 1 1 1 1/18 /76
Supervision IV 5/70 2 2 I 5/16/7¢
Supervision V 11/7¢ ? 1 ° 2/5/71
Sunervision VI L/71. 2 2 3 o/in/71
Sunervision VII 11/71 2 L 6 11/24/7
Supervision VIIT 5/72 2 2 7 T/1/7%
Supervision IX 11/72 1 3 3 1/11/73
Supervision X 12/73 1 2 2 2/1E/7
Supervision xr3/ 9/7k 2 z L 11/25 /70
Supervision XIT 3/7¢ z 3 L 5/9/7%
Total 3Q
Follow-on Project
Credit e of US$ 4.7 mln, signed _ 6/25/73 for Second Agricnltural Credit Project

Date of Concevtion in Bank is date Bank first recorded project was being considered for finencing
and began to follow up that decision in 2 serious continuous way (Project Negotiations or Country

General Files).

and/or ¢redit, as given by Coniroiler's Department data.

1/ Including supervision of Phase II project.

°/ Including staff part time.

3/ As from mid-197L, additional short follow-up missions have been made.

Actual Lo»n/Credit Closing Date is date of last disbursement out of the loan






Project Performance Audit Report
SENEGAL AGRICULTURAL CREDIT PROJECT

(Loan 584-SE, Credit 140-SE)

Highlights

The Senegal Agricultural Credit Project aimed at increasing
the groundnut and millet production of small farmers living in the main
groundnut producing area of Senegal. The project consisted of a directiy
productive component: credit for simple inputs, such as seed, fertilizér
and animal-drawn equipment, and an institution-building component:
strengthening of the Govermment organization in charge of input dis-

tribution and groundnut marketing, and of the extension services.

The objectives of the project's directly productive component
were not achieved because of an exceptional sequence of severe droughts
and an inappropriate price ratio between groundnuts and fertilizers.

The reform of the input distribution and marketing organization failed
because of insufficient Government support, poor performance by the con-
sultants, and inadequate IDA supervision in view of the particular prob-
lems involved. These disappointments in the first project period do not
mean that subsequent projects, with the return of normal weather condi-
tions, could not improve the performance. Nevertheless, the project area
remains a most difficult one in which to plan for major technical change
under rainfed conditions.

The following issues may be of particular interest:

The importance of Government priorities at project appraisal
(para. 2.08)

Uncertainties with regard to the rate of return estimates
(paras. 1.09, 2.07, 2.,09-2.12, PCR para. 4.01)

Significance of technical factors (paras. 2.13 and 2.14, and
PCR para. 2.06)

Impact of weather conditions (paras. 2.01, 2,10, 2.11, PCR paras.
2.02 and 2.05)

Competitive bidding and procurement procedures (para. 2.15,
PCR para. 5.03)

Role of consultants (paras., 2.18-2.20, PCR paras. 3.13, 3.21)

Pricing Policy (para. 2.23, PCR para. 2.02)

Lack of thoroughness of supervision (paras. 1.07, 1.10, PCR para.
3.14)

Ineffectiveness of project coordinating committee (PCR para., 3)36)

Difficulties inherent in institution-building efforts under Bank
projects (paras. 2.07, 2.16-2,18, 2.22, PCR para. 3.14)

Presentation of political aspects of projects in Bank reports
(para. 2.21)

Uncertainties related to small farmer projects (para. 2.24)






Project Performance Audit Memorandum

SENEGAL FIRST AGRICULTURAL CREDIT PROJECT
(Loan 584-SE/Credit 140-SE)

I. SUMMARY AND CONCLUSIONS

1.01 The First Agricultural Credit Project was appraised in 196%—68

and was the earliest agricultural project financed by the Bank Group—/

in Senegal. The agreements were signed in February 1969 and the project

became effective in June 1969. Originally a Bank loan of US$3.5 million

and an IDA credit of US$6.0 million were approved. Following poor project
results in the 1969/70 cropping season, the project was revised in November 1970
and the loan was entirely cancelled. Further minor adjustments were made in
1972. Farmers' demand for credit increased significantly in 1972, and, as a
result, a US$8.2 million credit was signed in June 1973 in support of the

Second Agricultural Credit Project.

Project Design

1.02 The main objective of the First Agricultural Credit Project was to
sustain increases in farmers' income and Government revenues during a period
of declining export prices due to the loss of privileged markets in France.
To achieve this objective the project sought, within the three-~year period
1969/70 through 1971/72 (extended later by one year): (a) to increase land
cultivated in the project area by 25% from 2 to 2.5 million ha, basically

by expanding farm size and increasing the use of draft-animals and animal-
drawn equipment (the project area comprises about 85% of the important
"groundnut basin" in which some 60% of Senegal's rural people live); and

(b) to increase yields, over the same time span, by about 25% for groundnuts
and about 5% for millet, through the use of fertilizers and farm equipment.
The planned increase in cultivated area and yields was expected to lead,
after three years, to annual production increments of 390,000 tons of
groundnuts and 90,000 tons of millets, increases of 507% and 25%, respec-
tively, over pre-project levels. These increments were expected to provide
Senegal at full project development with an incremental net economic benefit
of US$14 million annually.

1.03 The project can be conveniently divided into two parts. First, a
directly productive component involving the financing of farm inputs to be
supplied to farmers on credit through local cooperatives. These inputs con-
sisted of fertilizers, simple animal-drawn seeders, hoes, lifters and carts,
and some draft animals. Bank funds were to be on-lent only for the farm
equipment. Second, an institution-building component, for assisting SODEVA,
the agricultural extension service; and for reorganizing ONCAD, the Govern-
ment agency which sponsors cooperative development and is responsible for
the supply of agricultural inputs and groundnut marketing. Thirty percent
of the IDA credit (but none of the IBRD loan) was assigned to this compo-
nent. 1In 1970 technical assistance was also included for the reorganization
of BNDS, the national development bank, whose performance had deteriorated.

1/ The word "Bank" is used throughout the report to represent the world
Bank group, including IBRD and IDA.



Project Implementation

1.04 The directly productive component, in terms of farm equipment,
animals and fertilizer sales, was much smaller than originally planned. It
is reasonably clear that appraisal objectives were overly optimistic. Sales,
however, would have been larger than they actually were if project implemen-
tation had not coincided with both the onset of an exceptional Sahelian
drought as well as a sharp cut in producers' groundnut prices. The volume of
farmers' project credit reached about 267 of the original target over the ini-
tial three-year project period, and 437 including the fourth year. Bank funds
for farm implements are estimated to have been used, during this period,
primarily for maintenance of the stock of equipment at its pre-project

level, rather than expansion (Annex A). Since the end of the four-year
project period, however, equipment and fertilizer sales have increased
steadily in response to better growing conditions and more favorable prices
for groundnuts. With respect to the technical assistance contracts, these
were completed approximately as planned: about 85 man-years of foreign
technical assistance were financed under the project.

Project Costs

1.05 In general, unit costs did not differ significantly from the
appraisal estimates, except for fertilizers, whose unit cost rose by 30% over
the four-year investment period. Total project costs over this period were
US$6.0 million or 25% of the appraisal estimate. The main difference stems
from the decline in annual fertilizer sales, which, instead of being US$3.44
million more than in the four years preceding the project period, were in
fact US$6.0 million less. Excluding the decline in fertilizer sales, actual
project costs were about 60% of the appraisal estimate. Expenditures for
tectmical assistance were actually 487 of Bank disbursements., The following
table shows the overall picture.

PROJECT COSTS AND ALLOCATION OF BANK FUNDS
(Loan 584-SE/Credit 140-SE)

. /b
AEEralsaL/a Actual'—k
CFAF Uss— CFAF US$—
bln mln Bank bln mln Bank
Funds Funds
mln mln
I. Farm Inputs
Implements 2.36 9.44 6.92 1.52 6.33 3.11
Animals 1.50 6.00 - 0.08 0.32 -
Fertilizers 0.86 3.44 ~ -1.44 6.00 -
Subtotal 4.72 18.88 6.92 0.16 0.65 3.11
Y¥I. Technical Services
ONCAD Management 0.69 .75 1.75 0.71 2.96 1.93
SODEVA Coop. Services 0.63 2.52 0.70 0.58 2.43 0.73
Other - - - 0.05 0.22 0.18
Subtotal 1.32 5.27 2.45 1.34 5.61 2.84
Total 6.04 24,15 9.37£1 1.50 6.26 5.95

As of December 1975.

ilsh

At the average exchange rate of US$1
Exclusive of US$130,000 contingencies.

CFAF 240.

At the appraisal exchange rate of US$1 = CFAF 246.85.



Project Impact

1.06 Production objectives have not been reached: for millets, statistics
indicate only marginal increases in production; for groundnuts, both area
planted and yields dropped, during the project investment period, significantly
below pre-project levels. 1In 1974/75, groundnut production began to increase
sharply, though it is now expected by 1975/76 only to regain the all time

high record of 1965/66. No farm level data are available to measure the

number of project beneficiaries and the actual farm-level effects of the
project. Macroeconomic data suggest that average farm income decreased in

real terms until 1973 and increased thereafter. Because of the farmers' pre-
carious situation, their debts were cancelled in two of the years since pro-
ject initiation. Government's income increased over the 1967-73 period

because the 70% rise in world market prices for groundnuts more than compen-
sated for the drop in production and the loss of the French privileges. It
would appear that the farm credit component had limited impact on the level'

of production in the project period: the implements, in other words, only
marginally protected the farmer from shortfalls in yields and cultivated area
due to the severe droughts. The increase in Government income is therefore
also not entirely attributable to the project. Subsequent improvements will
not offset these early losses in an analysis of overall returns, for this
particular investment period.

1.07 The project's institution-building component was largely unsuc-
cessful ., SODEVA and, to a lesser extent, BNDS did benefit from provi-
sions made under the project as well as from Bank supervision. For ONCAD,
however, which received the bulk of the funds provided under this component,
the situation was different: its accounts remained in disorder throughout
the project period and, while certain improvements had been made by the end
of 1975, many of ONCAD's procedures and operations were still inefficient, and
its financial situation is described by the latest supervision mission as
gloomy. An important contributory cause was the inability of the consulting
firm employed to assist ONCAD, and of the Bank, in its supervisory role, to
develop satisfactory solutions to ONCAD's problems and to induce Government
to adopt such solutions.

1.08 It seems clear that at appraisal the Bank underestimated the
seriousness of two overriding constraints to ONCAD's efficient operation:
unsuitable administrative regulations combined with undue Government inter-
ference in day-to-day management. It is a matter of conjecture whether more
detailed Bank supervision of the activities of the consultants and ONCAD
alone could have produced better results during the first project. Greater
success would probably have been attained only if the Bank at appraisal had
assured Government's commitment to the reorganization effort, and agreed
with Government to the breakdown of the consultants' work into a number of
discrete tasks, each with its own timetable for completion, review of results
by the Bank, and decision on the implementation of recommendations. Under
such arrangements the validity of the consultants' proposals and the pre-
paredness of ONCAD and Government to make changes would have become clearer
early enough for the Bank to be in a position to argue successfully for
modification of the consultants' role or the project scope. The consultants
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were engaged in the unenviable task of studying a complex situation, making
proposals and assisting ONCAD in implementing those few the Government chose

to accept, abandoning the rest of the package. Given these circumstances,

and the consultants' propensity to provide voluminous and generally optimis-
tic reports, the Bank at no time had a clear picture of the consultants' pro-
gress. At the same time, though the consultants' performance has been properly
criticized, and though the Bank's interventions were insufficiently focused

and generally ineffective, the fundamental difficulty was clearly the Govern-
ment's inability to set the ONCAD operation in order.

1.09 At appraisal, the project's economic return was estimated, on the
basis of regional production data, at 25%. When the second project was
appraised in 1972, its economic rate of return was calculated, on the basis

of farm budget analysis, but without taking into account the regular occurrence
of droughts, at 22%. The PCR may leave the impression that 22% is a reasonable
updated estimate of the rate of return on the first project, but this impression
would be erroneous. As mentioned, the farm implements seem to have had no
significant impact on the level of production in the years of drought. Also,
while funds expended on SODEVA and BNDS were largely justified, those used

to provide technical assistance to ONCAD (about US$3 million) must be consi-
dered to a large extent wasted. In view of the lack of success of both the
directly productive component and the main institution-building component,

OED estimates that the actual rate of return of the first project will be

close to 0%. The return on the second project will apparently be higher.

Bank Reporting

1.10 Although the outcome of the project was largely determined by extra-
neous factors, such as exceptional climatic conditions and an unfavorable national
pricing policy over which the Bank has little direct control, it is unlikely
that the project, even under more favorable conditions, would have achieved

the optimistic targets set at appraisal. The Bank seems to have become actively
involved in this project, despite an initial determination that the project

was of doubtful economic viability, because the Government of Senegal strongly
requested assistance for this program, to which it attached highest priority.
The Bank could have presented the proposal for approval in these and other

terms that were less dependent on a demonstration of high quantifiable economic
payoff. Indeed, partly on welfare and non-economic grounds, and partly because
there were no more attractive alternative approaches to the problems of the
groundnut basin, a good case was already available. Instead the Bank reported
a high forecast rate of return, and supervision remained, until the end of 1974,
devoid of the particular attention warranted by such a difficult and risky
undertaking, this notwithstanding an adequate frequency of supervision visits
of half-year regularity. The misrepresentation of many unknown or uncertain
elements in a project design that exudes confidence and economic value is most
noticeable in the handling, in the appraisal report, of estimated project
benefits, of the project's technical basis, of procurement, and of the relative
roles of the three project organizations. The 11lusion of a project relativél-
free of serious, resistant problems carries through into supervision of progress
under the first project and the preparation of the second project, especially

in the diligence of review of the performance of ONCAD and ONCAD's consultant
and of the Government's pricing policies. Each of these points is developed

in the second section of the memorandum.



Reassessment

1.11 By 1974, both the Government and the Bank started to take a closer
look at the institutions involved in the project. 1In this respect, the
detailed analyses of ONCAD and BNDS by the Commission de Vérification des
Comptes et de Controle des Etablissements Publics (CVCC), the Government's
evaluation unit, have greatly contributed to the assessments of the roles
played by these institutions. The PCR's forthright discussion of the
project's many problems is an example of the changing viewpoint. Of the pro-
jects which OED has audited to date, this has proven to be one of the most
difficult to understand in terms of the relative importance and interaction
of the forces which determined the actual course of events, and from which
to draw lessons for future operations.

1.12 The project addressed itself to a priority problem of the Senegalese
agricultural sector. The disappointing results of the project's productive
component are not to be construed as evidence that the basic underlying
principle - involving the distribution of better groundnut seeds, more ferti-
lizers and simple animal-drawn tools to small farmers supported with technical
assistance - was incorrect. With appropriate changes in the institutional
set-up, which the Bank has recognized and is now applying in other projects

in Senegal, better results could be obtained in the future. The project also
contributed to placing BNDS, the country's development bank, on a sounder
financial basis, BNDS staff feel that the Bank's positive contribution was
restricted to the assistance in providing qualified auditors, since the other
component paid for under the project, the consultants' studies, was of limited
practical value. Nevertheless, this small contribution to improving BNDS's
financial situation is mo small achievement. Results of any project in the
groundnut basin, however, should always be seen against the background of the
limited agricultural potential and restricted possibilities for diversifica-
tion of this area, inhabited by half the rural population of Senegal, as long
as it depends on rainfed technology.

ITI. BANK PERFORMANCE

Introduction

2.01 The dismal outcome of the project was partly the result of the
unpredicted poor rainfall through most of the earlier part of the project
period. One conclusion is that occasional failures in the agricultural sector
cannot be avoided. Nevertheless, some issues related to Bank performance
need further discussion, because they suggest that the project would have
suffered from weaknesses in design and implementation even in the presence
of good weather -- weaknesses which the Bank was partly responsible for or
could have helped anticipate and correct. The PCR is unusually thorough and
frank, but in this one respect it could have given more attention to lessons
for the Bank. The weaknesses originate in the period before the loan/credit
were signed and persisted through the implementation stage.

Project Formulation

2.02 The project was identified by a Bank sector mission in March 1966,
The European Development Fund (FED) and the Caisse Centrale de Cooperation
Economique (CCCE), the French Government aid agency, had declared an intention
to scale down their contributions to a groundnut/millet production improvement
program begun in 1960, and the Government asked the Bank to assist in its
continuation. The Bank's interest in the program stemmed initially from the
opportunity it provided to be associated with an innovative scheme of intensivé



technical assistance to small farmers, and its contribution to improving the
living conditions of half of Senegal's rural population as well as the Govern-
ment's financial situation. At the time, the project reflected Senegal's
priorities for developing the agricultural sector by promoting groundnuts.
Groundnut production corresponded to about half the volume of agricultural
production and half the value of tof?l exports, and diversification opportuni-
ties were then found to be limited.—

2.03 It took five Bank missions to bring this project, officially sub-
mitted to the Bank in July 1967, to the Board in January 1969. Two major
difficulties were encountered: one institutional, the other technical.

2.04 The first appraisal mission (July-August 1967) was confronted with
especially worrisome and confusing institutional planning. The Office

National de Coopération et d' Aide au Développement (ONCAD), which played

a key role in the sector, was found to be beset by accounting and management
problems inherited from the defunct, inefficient regional organizations it

had replaced upon its creation in 1966. The appraisal mission also found --
contrary to what had been expected by Bank staff on the second preparation
mission -- that there were no longer plans for Société d'Aide Technique et

de Coopération (SATEC, a French technical assistance agency) to integrate the
regional extension services, which it was managing, into ONCAD, with which

it also was associated under a management assistance contract. Rather, SATEC

was in the process of forming a separate agency, Société de Développement et

de Vulgarisation Agricole (SODEVA), effectively created in July 1968. The
appraisal mission was convinced that the project's institution-building com-
ponent had to be revised and concentrated on improving ONCAD rather than
strengthening the farmers' technical assistance program, as the preparation mis-
sion had emphasized before SODEVA had been made independent. (CCCE was later per-
suaded, not without resistance to finance part of the farmers' technical assistance
program, thus "replacing" Bank funds originally earmarked for that component.) The
appraisal mission was also informed of Government's intention to form a mew agency,
Office de la Commercialisation de 1'Arachide du Sénégal (OCAS), to handle ground-
nut bulk marketing to factories and direct exports. The nature of the future

role of OCAS, officially created in October 1967, in relation to ONCAD, remained
vague at the time of appraisal (OCAS was merged with ONCAD in November 1971).

As a result, the mission concluded that appraisal could not be completed.

2.05 The technical difficulty stems from the limited agricultural potential
of this large and densely populated area. Soils are poor and rainfall erratic.
The first appraisal mission questioned the decision of the preparation mission
to limit, for institutional reasons, the project area to the groundnut basin;
but the appraisal mission's recommendation to include adjacent areas with
greater potential was rejected by the Senegalese authorities.

2.06 A reappraisal mission in December 1967 confirmed the misgivings of
the first appraisal mission. In a memorandum dated March 25, 1968, the
Agricultural Projects Department informed Bank management that the project
seemed unsuitable for Bank financing. When, shortly thereafter, the Bank in-
formed the Government that it doubted the economic viability of the project
and proposed to switch the emphasis of the institution building component

from farmers' technical assistance to ONCAD, the Government reacted strongly.
It was dismayed by the Bank's change in emphasis about a project component the
Bank itself had recommended during project preparation, particularly at such

1/ Diversification efforts have since then been supported by six out of the
nine Bank-financed agricultural projects in Senegal.



a late stage (nine months after the first appraisal). The Government also

expressed its surprise at the Bank's hesitancy over a project that the

Senegalese authorities considered top priority. The Government indicated that

it expected the second reappraisal, scheduled for May 1968, to be given

sufficient authority to allow it to reach agreement with the Government on

a "solution that would provide Bank support to all project components" 1nc1ud1ng

the farmers' technical assistance program. Upon the return of that mission, the

Government informed the Bank that it had no doubt that financial assistance of

about $9 million would be app ?ved including a contribution toward the farmers"
echnical assistance program.— The files contain several letters by the then

Prlme Minister and the President of the Republic requesting Bank support for

this project. 1In short, the Bank was under considerable pressure by the SQnegal-

ese Government to assist in the financing of the project. The second reappra;sal

mission supported the project, and estimated for it a 25% rate of return.

2.07 Questions at the Board which, with hindsight, are known now to have
anticipated subsequent implementation problems concerned land tenure conditions,
the agricultural potential of the project area, and the management assistance
contract with ONCAD. With respect to tenure conditions, the Board asked

whether these would restrict the expansion of cultivable area projected in the
appraisal report. A farm survey, cgmpleted in 1970, has since suggested that
farmers in one of the three regions=" of the project area feel they cannot

expand the land cultivated because of such restrictions. A question was also
raised as to the appropriateness of the decision to locate the project in an

area with apparently limited agricultural promise. The Executive Director
putting this question nevertheless indicated support for the project since the
rate of return presented in the appraisal report was high enough to provide an
adequate margin of safety to maintain the project at an econom1§?11y viable ‘
level even if growing conditions proved worse than anticipated. With respect
to management assistance to ONCAD, the Board requested assurances that Govern-
ment was willing to cooperate with consultants, in view of appraisal report
indications that Government had reservations concerning some of SATEC's recom-
mendations. Bank staff gave such assurance, despite the fact that Government had
previously rejected Bank suggestions that (i) the consultants actively particiﬂate
in ONCAD's management, and (ii) ONCAD be equipped with its own computer facilities,
needed to ensure stricter control over the accounts. The apparent inconsistency
can be explained by staff confidence, built upon earlier declarations, that high
Government officials fully supported the reorganization effort. This confidence
later proved to have been misplaced.

1/ The Bank ultimately agreed to finance a portion of this component. CCCE
provided the balance of the costs of foreign technical assistance to SODEVAI.

2/ The groundnut basin is ecologically subdivided into three regions (North,
Center, and South) with falling rainfall from South to North. This sub-
division very roughly corresponds to the administrative breakdown between
the Diourbel, Thies, and Sine Saloum regionms.

3/ The rate of return calculations were also discussed in relation to the Bank
price projections for fats and oil. Several Executive Directors expressed
doubts as to the validity of the projections in view of the developed
countries' potential to saturate the world market. The Executive Directors
indicated their support of the project despite reservations about the pro-
jections because the high forecast rate of return suggested the project
would remain economically justified even if prices for fats and oil on the
world market dropped below Bank projections. Up to now, however, these
projections have proven conservative, since actual prices have been gen-
erally higher.



Project Approval Procedure

2.08 Given the unusual circumstances under which this project was prepared
for approval, the question can be raised, of course, whether the Bank should not
have supported it, even with a rate of return of say 10%, on the grounds that

a member govemment considered it of the highest priority. But this is not

the relevant issue. There is no doubt that, until 1965/66, the '"programme
agricole' was considered a popular success in Senegal. Moreover, no develop-
ment alternative had as yet been found for that half of Senegal's rural
population living in the project area,. and, at the time, diversification
opportunities in other areas could not be readily exploited. Thus, there

were important arguments, framed in welfare terms, in favor of the project,
even if it had been presented with the marginal economic rate of return cal-
culated by the first appraisal mission. By accepting the project, the Bank
recognized the validity of Government's sense of priorities. In OED's view,
the issue lies rather in the unrealistic presentation of project prospects.

The appraisal report does not fully reflect the Bank staff's initial doubts
about the institutional and economic viability of the project -~ doubts that
were based partly on events that took place after the record crop year of
1965/66. 1In particular, the project's appraised rate of return, which in

this case appears to have played a role in project acceptance by the Board
(para. 2.07), hides the fact that Govermment and the Bank were faced with a
project with a considerable risk element, and requiring careful and continuous
follow~up. The problem may have been the Bank's lack of experience with this
sort of new project. Tt is not one of falsified figures, but of figures and
design presented with a lack of realism and an unwarranted sense of reliability
and accuracy. This presentation was the source of some of the difficulties
later encountered.

Rate of Return Estimates

2.09 In the grey cover appraisal report for the first project, the economic
rate of return is estimated at 25%, an estimate which included the costs of the
consultant advisory services. The calculation was based on regional production
data rather than farm models. It was ultimately linked to expected increases,
over a three-year period, of 25% in both groundnut yields and groundnut acreage.
These were to result in an increase in groundnut production of over 50%, which
accounted for half the projects' incremental benefits. A seventy-fold increase
in the volume of marketed millet accounted for the other half. Production
increases of this magnitude are not inconceivable, but in a demsely populated
area with low agricultural potential and erratic rainfall they would pre-
suppose some major technological breakthrough.

2.10 The first two appraisal missions recommended against approval of a
project limited t» the groundnut basin, partly because the technical and
economic argument, in their view, could not be sustained. 1In the original
version of the appraisal report, the rate of return was estimated at below

10%. The presentation in the grey cover appraisal report of the forecast
technical improvements mentioned in the preceding paragraph reflects perhaps
the greater optimismof other Bank staff, including additional members of the
third appraisal mission in early 1968, and certainly the Government pressure
described above. But the revised figuring depended upon a heroic adjustment to
the expected incidence of the normal cycle of drought. An "adjustment for
weather variations' was made to the extrapolation of actual past production data



that in effect eliminated the incidence of drought and permitted the forecasts
of production increases ultimately shown in the report.

2,11 In fact, the weather was worse than anyone could have predicted

in three of the years since the project was initiated. 1In the absence of
farm data, the rate of return cannot be easily revised to incorporate the
actual experience of the project period. However, any revision would have

to measure the degree to which the implements, purchased with project loans,
partly protected the borrowing farmer from the losses in production sustaine@
by farmers who did not use the implements. This approach does not reflect the
original purpose of the project, which was to increase production through the
proper use of a combination of inputs. However, the exceptionally severe
weather conditions that prevailed during this particular project period dic-
tate this approach in measuring the economic impact of the project. Available
data suggests, however, that all farmers, including project participants, have
suffered serious declines, and that the difference between participant and
non-participant performance is small. The incremental benefits in the period
of the farmer credit program, therefore, must also be small. Farm investment
costs were lower too, but if one were to include in the revised calculation
the investments for the institution building component, some of which was
wasted, the rate of return on the total project would likely be found to be
around zero, for this particular period.

2.12 With good weather, the situation would have looked better. Never-
theless the 257 estimate in the grey cover appraisal report was not at the tiime
of its calculation a fair reflection of the probabilities of success. Some

of the staff who worked on the original draft report said as much to OED. The
25% figure seems to have been intended to serve another role, as a reasonable
target for the project authorities. The 22% figure in the appraisal report of
the second project, repeated in the PCR, seems to play that role too. As
targets, they need not be disturbed by the incidence of extreme drought or
other severe outside shocks to the implementation program. But they must not
be confused with either ex ante or ex post estimation of actual performance..
These targets, presented in two projects in a series, hide the fact that the
first project was not then in 1968, nor now in 1976, a certain success by any
measure, in any weather. The project may well have been the best that could
have been designed then for the groundnut basin of Senegal. Nevertheless,

the proposal should have been presented to the Board, without embarrassment,
as a project offering an uncertain rate of return centered around 107 rather
than 25% but justified on grounds for which the rate of return provided only
partial support. It should have been approached, approved, implemented and
supervised as a problem project from the beginning. As the next sections
show, there were too many unknowns to do otherwise.

Technical Evaluation

2.13 Production increases depend upon the response of groundnuts and
millets, in good and bad seasons, to mixes of inputs: to improved seeds,
fertilizers, seeders, hoes and other non-mechanized instruments, and draft
animal power. While few of the Bank's agricultural projects can refer to any
substantial prior data base to estimate responses, the Senegal Agricultural
Credit Projects seem to be characterized by uncertainty about the value

of each of the inputs or packages of inputs. The appraisal report of

the first project attributes primary impact to fertilizers. The appraisal
report of the second project shifts the emphasis to seeders and hoes as the
key technical improvements that open the way to substantial yield increases.
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This shift reflected the uncertainty which prevailed in Senegal during the
drought period, when opinions about the relative response to inputs seem

to have differed greatly. At that time some agencies had begun to seriously
doubt that fertilizers had an important impact on the yields of groundnut
varieties then in common use. The main research organization, on the other
hand, claims to have maintained that more fertilizers were needed, disagreeing
with the view of the appraisal mission of the second project on the weight to
be given to fertilizers in the program. Subsequent events appear to have
vindicated the approach of the research organization, and Govermment now very
much supports this point of view. Quite different analyses suggest that im-
proved seeds and additional animal power are key factors for increasing pro-
duction. OED is not in a position to judge the relative merits of these dif-
ferent positions. It can only observe that actual sales of inputs since the
initiation of the first project have been significantly different from the
estimates given in the two appraisal reports. Rather than enshrine any
particular input strategy, the Bank should have focussed on the relative
ignorance in this arena.

2.14 Results from a farm survey supported under the second project will
become available by end-1976, which is the end of the investment period of
the second project. In future projects facing similar problems, the Bank
should insist that, if the data base is inadequate, farm surveys be made part
of the preliminary investigations, possibly at project preparation stage, or
be built into the first project.

Procurement

2.15 The preparation and appraisal missions of the first project decided
that competitive bidding for farm implements would not be appropriate, partly
because of the suitability of the dominant local manufacturer (SISCOMA) and
the abgence of competitors. However, the reappraisal mission introduced
local competitive bidding because other firms had by then alleged an interest
in entering the market. Their capability, however, was insufficiently re-
viewed. The problems encountered during implementation of the first project
were such that competitive bidding procedures were waived under the second
project except for carts, for which some local competition had, in fact,
materialized. But again the capability was grossly overestimated. Whether
these bidding procedures contributed to the maintenance of low prices and
high quality of SISCOMA's supplies is not clear. The cost of the procedures
to the farmers, however, has been high (Annex B). Failure of competitors to
deliver carts resulted in farmers' demand not being met during most of the
first project period. Even as late as 1975/76, less than 10% of the carts re-
quested that year had been delivered. The last supervision mission has
recommended that orders from now on be placed with SISCOMA, the only supplier
that has proven consgistently reliable.

Institutional Priorities

2.16 Lack of information on the relative importance of different agri-
cultural inputs is matched in this case by shifting priorities and confusion
over the roles of the project organizations. The institutional framework

was particularly ill-defined and complex from the start (para. 2.04), and
still is with regard to important issues currently under review by several
Government committees. The complexity of the situation was generally not
fully reflected in Bank reports, particularly in the appraisal reports of both
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projects. It is a matter of conjecture whether subsequent missions could
have been more vigilant with respect to the institutional performance of the
project if these problems had been acknowledged more frankly. OED feels
that the Bank's approach in planning and supervising the execution of the
institutional component of the project did not measure up to the difficulty
of the undertaking.

2.17 The appraisal and reappraisal missions of .the first project centered
the project's organizational structure around ONCAD, with SODEVA and BNDS pro-
viding supporting services. These missions thereby recognized that ONCAD
played a key role in the sector and that its improvement was a prerequisite

to long-term development of the groundnut basin. In tying project success to
ONCAD's reorganization, however, they seriously underestimated the extent of
political interference which plagued ONCAD's day-to-day management and which

is still at the root of its poor financial position and persisting inefficiency.
In light of the limited improvement accomplished in ONCAD's management, the}PCR
suggests that a more appropriate project organizational structure would have
been based on local agencies, including farmer cooperatives and development"
organizations. The audit suggests, however, that there are potential ob-
stacles to the feasibility of projects in the groundnut basin based on the
guidelines suggested in the PCR, including the political structure along
which cooperatives are being reorganized, and the danger of over-extending
SODEVA, the main development agency in the area. Under these conditions, it
would seem that the Bank's change in approach to the project's organizational
structure reflects uneasiness with existing structures rather than a thorough
examination of viable alternatives.

The Bank's Role in ONCAD's Reorganization Program

2.18 When the Bank and Government considered the terms of reference for
the consultants, Government rejected the Bank's recommendation to give the
consultants executive authority and the Bank accepted Govermment's counter-
proposal placing the consultants in an advisory position. Subsequently,
Government refused to implement important changes, in ONCAD's procedures,
which had been recommended by both consultants and the Bank a position that
suggests the Bank should have taken a firmer stand regarding the consultants'
authority. It was important to secure Government's commitment to the re-
organization effort, especially in light of the known nature and extent of
the main problems underlying ONCAD's deficiencies. 1In this perspective, the
Bank's acceptance of an advisory role for the consultants was, at least in
principle, an error. 1In retrospect, the poor performance of the consultants
imparts some validity to Government's original objections to giving the
consultants power. The case illustrates the difficulties encountered by Bank
staff trying to secure Government commitment to major institution-building efforts.
In this instance, the solution was unsatisfactory.

2.19 In 1974, CVCC issued a series of reports which revealed that: (i)
ONCAD's accounts were in disorder, (ii) its financial statements were incorr?ct,
(111) the reorganization was not making much progress, and (iv) the consultants'
reports did not properly reflect actual achievements. OED found that in

general points (i)-(iv) above were correct and that, indeed, in several respects
the consultants had performed poorly. However, as regards (i), (ii), and (iii)
above, the consultants justifiably claim that they did not have adequate
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authority either to carry out the reorganization or to verify all the ONCAD
accounts; thus, CVCC's accusations are, in this respect, somewhat misdirected.
Nevertheless, one may wonder how this situation was allowed to persist over

a period of about five years, during which 10 supervision missions and one
appraisal mission visited the project. The answer lies in the consultants'
misleading reporting practices and in the Bank's reliance on those reports.
ONCAD's reorganization effort was indeed too complex an undertaking to en-
able short Bank missions independently and comprehensively toc review the
situation. The Bank saw itself obliged to depend on the consultants not

only for.their expertise but also for objective analysis. The consultants'’
reports included scattered indications of persisting deficiencies in ONCAD's
performance but these were generally hidden amongst optimistic passages.

The reports on the whole gave the impression of everything remaining under
control and of forthcoming improvements. Cursory supervision was easily
misled by this practice. From such a perspective, the consultants share the
responsibility for the continuation of ONCAD's deficiencies. Although the
experience suggests that the Bank should also review consultants' performance
through independent sources, one would hope that the case is exceptional.

2.20 Senegalese authorities and Bank staff have also reported that the
consultants had allegedly received payments which appear not fully justified.
Although OED is not in a position to conclusively substantiate these allegations,
it has received evidence suggesting that the matter was sufficiently serious

to warrant a Bank request to the consultants for further explanations,

2,21 OED feels that more in-depth Bank review of the ONCAD component
during implementation might have been forthcoming had the appraisal reports
disclosed fully the scope of the problems. WNeither project's appraisal re-
port identifies political interference as a principal cause of ONCAD's de-
ficiencies., Furthermore, to the extent that the appraisal reports placed
undue confidence in Government's commitment to institutional reform, these
reports did not properly draw the attention of subsequent missions to some of
the major problems on which they should focus. More recently, the Bank has be-
come increasingly candid in appraisal reports about defects and uncertainties,
including those of political origin, likely to affect project performance.

The Bank's Contribution to BNDS Performance

2.22 The Bank deserves to be complimented for its flexibility and ef-
ficiency in assisting BNDS. When, at the end of 1968, CCCE found BNDS's
financial and managerial performance to be unsatisfactory, the Bank promptly
sent a mission. On the basis of its conclusions, provision was made in the
IDA credit for foreign assistance to strengthen BNDS's accounting proceduresl/
by the firm in charge of auditing BNDS's accounts as a condition of the credit
agreement. BNDS staff and management made some valid criticisms of the con-
sultant's final proposals which are not reflected in the PCR. Also, since

the consultants' report was not completed until mid-1975, it is clear that
the improvement of the financial situation of BNDS during the project period
was largely the result of efforts by BNDS staff rather than the advice of

the foreign experts. However, it is generally agreed that the Bank, in its
supervisory role, and the consultants, in their role as auditors, have helped

1/ BNDS's procedures with regard to credit operations were reviewed by CCCE.



- 13 -

BNDS improve its financial performance - a substantial achievement in itself.
The PCR correctly points out that past favorable financial results of BNDS
are in part due to its failure to pay interest on farmers' capital. BNDS
also has made little effort to assist cooperatives in investing the developr
ment funds they have accumulated (Anmex C). Finally, CVCC recently revealed
that BNDS's income is to a large extent dependent on the sizeable returns
due to its privileged position in handling ONCAD's crop credit. To the extent
that these procedures limited BNDS's developmental role and impaired projecF
impact on cooperative development, Bank supervision should have paid more at-
tention to them, particularly as BNDS staff and management have shown great
interest in amplifying BNDS's involvement in the development of the cooperar
tives. The complexity of the institutional framework seems, with BNDS as
with ONCAD, to have exceeded the capacity of what normal Bank supervision
can handle. With respect to BNDS, however, the financial achievements

during this project period certainly outweigh the deficiencies related to
BNDS's developmental role.

Pricing Policy

2.23 The record suggests that the Bank had little to offer and limited,
impact on this key policy element. The Bank was informed of Government's
decision to decrease producer prices in 1968/69 after it was made. The
Bank had no objection to this decision because it would improve Govern-
ment's financial situation. It thereby underestimated, as did most agencies
involved in the program at that time, the impact of these price changes on
farmers' incentives. But the farmers responded quickly and bitterly. 1In
effect, they started what has been called the "groundnut producers' strike'"
- an action that, along with the drought, is considered a major reason for
the collapse of demand for farmer loans. Subsequently, the Bank advised
Government to increase producer prices in line with the rise in world
market prices. Government's reactions in 1973/74, although in the right
direction, were untimely and excessive, as producer prices were increased
to levels which may be difficult to sustain if world market prices remain
at the levels they attained in 1975/76.

Concluding Remark

2.24 There are too many important factors, affecting the project out-
come, on which the appraisal and reappraisal missions had inadequate in-
formation to justify either the forecast rate of return or the image cre-
ated in the final appraisal report for the first project that the project's
technical and institutional design was sound. This is a good example of
the type of small farmer project in which the Bank has since become in-
creasingly involved. And it is a good example of the dangers inherent in
a process by which the designs were sometimes presented with unwarranted
confidence and advanced in increasingly optimistic terms to the approval
stage. It would seem better to have described such projects as difficult and
risky, as well as necessary, revealed the main uncertainties. and shifted
some of the focus of the Bank's most useful intervention to in-depth sur-
veillance, research and redesign during supervision, a direction in which
the Bank has begun to move. The agreements for the first project did not
call for that sort of study, and the terms of reference of the supervision
missions that visited Senegal with some frequency did not permit it either.
These points are clear even though the project was treated unfairly by the
heavens.






SENEGAL FIRST AGRICULTURAL CREDIT PROJECT

COMPLETION REPORT

I. INTRODUCTION

Objectives

1,01 The appraisal report (para. 3.01) defined the project's objectives
as follows: ". . . to provide sustained increases in farmer revenues during
a period of declining export prices due to loss of privileged markets (in
France) and decreasing support prices for groundnuts. Its main objective
would be to ensure that the rate of production of groundnuts and millet in
the project area continues to increase, both by bringing additional land
under cultivation and by increasing yields. Improved seeds and more ef-
ficient services Government supplied to the cooperatives would play their
part in bringing this about, but increasing yields would be mainly due to
increasing rates of fertiliser application. . . ."

1.02 In concrete terms the project sought, within the three-year period
1969/701/ through 1971/72, (a) to increase land cultivated in the project
area by about one quarter, from 2 million ha to 2.5 million ha, basically
through an expansion of farm size and the increased use of draft-animals and
animal-drawn equipment (the project area is shown on the map and comprises
about 85% of the important "groundnut basin" in which some 607 of Senegal's
rural people live); and (b) to increase, over the same time span, unit area
yields by about 25% for groundnuts and about 5% for millet. The planned
increases in cultivated area and yields were estimated to lead, by the end

of the three-year period, to annual production increments of 390,000 tons of
groundnuts and 90,000 tons of millet, increases of 40% and 25%, respectively,
over pre-project levels, At appraisal these increments, at 1969 prices,

were estimated to have an incremental economic value to Senegal of US$14 mil-
lion annually, in terms of 1969 dollars,

1.03 The project constituted a follow-up, or carry-on, of a Fonds
Europeen de Developpement (FED) financed operation that was carried out

in the project area over the four years 1964/65-1967/68. The appraisal
report (para. 2.10), in discussing the FED financed operation, concluded

", . . it is difficult to evaluate the impact of the program to date.
Fluctuations in total annual production have always been substantial, due
mainly to the influence of the weather on yields., Furthermore, the cyclical
drought which generally occurs about every four years tends to make evalua-
tion over a short period misleading. . . ."

1/ The groundnut season extends from planting beginning in June to the
completion of marketing in March of the following year.
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1.04 The means employed in achieving project objectives were:

ae

expanding ongoing credit programs to support the
purchase by participants of draft animals and animal-
drawn equipment under medium-term credit and ferti-
liser under seasonal credit; and

strengthening two of the three Govermment agencies
involved in the so-called '""Programme Agricole",

Office National de Cooperation et d'Assistance au
Developpement (ONCAD), responsible for the marketing

of farmers' groundnuts and procuring and distributing
equipment and inputs, through a system of farmer co-
operatives for which it acted (and continues to act)

as the Apex organization; and Societe de Developpement
et de Vulgarisation Agricole (SODEVA), the agricultural
extension agency responsible for extension work in

the groundnut basin. Banque Nationale de Developpement
du Senegal (BNDS), the natiomnal agricultural credit
agency and source of both medium and seasonal credit,
was the third agency involved in the "Programme Agricole."

1.05 In the discussion and analysis below, a division is made of
the project into its:

a,

b.

directly productive component - agricultural credit input
supply and strengthening of extension service; and its

institution building component - involving most importantly
the strengthening of ONCAD which was concerned with input
supply and groundnut marketing.

Financial Arrangements

1.06 Project costs were estimated at US$24.15 million, as summarized
in the following table:



Original Project €ost Estimates

CFAF Us$ Foreign
Billion Million Exchange |%
a. Directly Productive Component
Farm Inputs (supplied on credit)
Implements 2.36 9.44 27
Draught Animals 1.50 6.00 -
Fertiliser 0.86 3.44 58
Cost of Additional SODEVA
Services Needed for project 0.63 2.52 28
Sub-Total 5.35 21.40
b. Institution Building Component
Consultant Support for ONCAD 0.62 2.50 70
Counterpart Training in ONCAD 0.07 0.25 -
-Sub~Total 0.69 2.75 64
:Total 6.04 24.15 29
1.07 Under the loan/credit agreements project financing was planned as

follows:

Total Bank/IDA  BNDS Government Farmers

US$ Million

a. Directly Productive Component

Credit and Input supply 18.80 6.922/ 8.00l/
SODEVA 2.47 0.70 -
b. Institution Building Component
ONCAD 2.75 1.75 -
c. Unallocated 0.13 0.13 -
24.15 9.50 8.00

- 3.88
1.77 -
1.00 -
2.77 3.88

1/ It can be argued that a large part of this is also farmers' contribution.

2/ Onlent to BNDS at the Central Bank discounting rate of 3.5% for 14 years

with a four year-grace period,
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1.08 In view of generally poor project results in the 1969/70 crop-

ping season (the first year of the project), which are described in

Chapter II of this report, the project was reappraised in November 1970,
As a consequence of the lower than estimated demand for credit by farm-
ers, Loan 584-SE was cancelled and Credit 140-SE reallocated to provide

for:

a. financing technical assistance for BNDS;

b. initiating a relatively small agricultural research program; and

c. a study of the merits of reorganizing farmers' cooperatives.

It was also understood that the project period would cover a fourth year
in 1972/73. Because of these and further minor adjustments made in 1972,
the finally agreed disposition of Credit 140-SE was as follows:

Proceeds of Credit 140-SE

As Revised As Revised
Appraisal Estimates in 1971 in 1972
----------------- us$
a. Directly Productive Component
Farm Implements and Carts 6,920,000 3,075,000 3,110,000
SODEVA Cooperative Services 700,000 730,000 730,000
Bambey Research Institute - 25,000 25,000
b. Institution Building Component
ONCAD Management Services 1,500,000 1,675,000 1,775,000
ONCAD Counterpart Financing 250,000 256,000 160,000
BNDS Reorganization - 200,000 200,000
c. Unallocated 130,000 39,000 -
Total 9,500,000 6,000,000 6,000,000
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II, PROJECT PERFORMANCE - PRODUCTIVE COMPONENT

A. Credit and Input Supply

2,01 Tables in Annex 1 compare appraisal estimates and actual perform-
ance., The comparisons are of two types: (a) areas cultivated, yields and
total production for groundnuts and millet, the two principal crops grown

in the project area; and (b) the use of farm inputs, both animal drawm equip-
ment and fertiliser. The tables show performance in the two years preceding
the project and in the fourth year extension.

2,02 The tables show performances well below appraisal forecast for both
groundnuts and millet and also that within the four-year project period ground-
nut production only once exceeded that of either of the two pre-project years.
The case of millet was similar. The basic reason for this is clear - drought.
The period coincided with the Sahelian drought, the worst in this century.
1970/71 and 1972/73 were particularly bad years, and these together with a
drought year in 1968 tended to reduce the general attractiveness to farmers
of groundnuts in the project period. At a time of drought farmers tend to
reduce land and effort devoted to cash crops and increase the area and effort
given to food crops. Unfortunately, the extent of this trade-off was not
measured (see para. 2.03). In addition to the drought, a critical and ad-
verse change was made in the producer price of groundnuts at the beginning

of the project period, as shown in the following table:

Project Area: Net Farmgate Prices
for Groundnuts and Fertiliser

1967/68 1968/69 1969/70 1970/71 1971/72 1972/73 1973/74 1974/75

CFAF Per Kilo ——-—memmemm e e
Groundnuts 22 17.1 17.1 18.5 22 23.5 28 40
Fertiliser 12 16 16 12 12 12 12 12
Groundnut:
Fertiliser

Price Ratios 1.8 1.1 1.1 1.5 1.8 2.0 2.3 3.3
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This drastically reduced the demand for credit and thus input use in the first
year of the project, 1969-70. The development was as follows: the extensive
plantings in 1968/69 (the year immediately prior to the project period) were
made under the stimulus of a producer price for groundnuts of CFAF22/kg paid
for the 1967/68 crop. The actual price paid in 1968/69, which was announced
after the plantings were made and which was supported by IDA, was only CFAF17.1
and undoubtedly it was this, in conjunction with the drought, that depressed
both plantings of groundnuts to a decade low of 793,000 ha in 1969/70 and the
demand for credit. It was this drastic drop in demand that caused reevalua-
tion of the project and cancellation of the Bank loan. The subsequent upward
trend in prices, culminating in CFAF40/kg in 1974/75, together with improving
weather conditions, seems to have resulted in a steady increase in groundnut
plantings since then. Plantings in 1974/75 and 1975/76 were at record levels.
Additional information on relationships between rainfall and production are

in Annex 2.

2.03 While the analysis in paragraph 2.02 is generally accepted both
within Senegal and other informed authorities, it is contradicted to some ex-
tent by the data in Annex 1, Table 1 concerning millet. This table indicates
that the hectarage under millet remained substantially constant during the pro-
ject period. As it is highly unlikely that the total area cultivated by the
average farmer would have declined in this period, the apparent conflict prob-
ably arises from poor recording especially of cereal hectareage., This is not

a far-fetched possibility since extension agents are generally much more con=-
cerned with groundnuts than with cereals and consequently data on the latter
are inferior to those pertaining to the former.

2.04 The comparison of actual performance with appraisal estimates in
Amnex 1 is, of course, of little relevance since the estimates were predicted
on the use of a volume of farm implements that was shown within a year of loan/
credit signature to be seriously overestimated (see para. 2.02). Annex 1 shows
actual credit demand in comparison with the overestimate that was made at ap-
praisal and the reestimates made at that time. In the course of reappraisal
possible project benefits do not appear to have been recalculated. Annex 1
shows that actual demand turned out to be higher than the revised estimate

and this prompted Govermment to apply to IDA for a second credit.

2.05 The advent of the Sahelian drought severely confounded the agri-
cultural situation in Senegal during the project period. Consequently, in
the absence of any means of recording the impact of project actions more
sophisticated than very broad data on area planted, average yields, etc., it
is difficult to determine whether under more normal conditions the project
would have met its physical objectives. It is also difficult to determine
whether investments in farm inputs and extension and other support services
during the project period were justified and if so, to what extent. What is
lacking is the ability to determine what would have happened had the project
not been implemented. This would have been determinable only by comparative
studies of participating and non participating farmers; such studies were
not a feature of the project.



2.06 It seems clear, however, that the package provided under the
project was attractive to and was perceived as a need by large numbers of
farmers. This is evidenced by the relatively strong upward trend in equip-
ment and fertiliser purchases that occurred once (a) some of the disruptive
effects of the drought had been discounted, (b) when product prices, in
particular for groundnuts, reached pre-project levels in 1971/72, and (c)
the groundnut/fertiliser price ratio improved to better than 1.5:1. Conti-
nuing farmer demand for implements, that are sold at their full market price,
supports theoretical considerations-and field observations that indicate that
their use is economic (see Appraisal Report No. 128-SEN, Senegal, Second
Agricultural Credit Project). In this connection, observations by SODEVA
and research institutions, and which have been substantiated by interviews
of farmers by IDA staff, show that on average farmers using the animal-drawn
seeder and hoe obtain higher yields than farmers using hand cultivators,
even in dry years. Use of this equipment makes timely cultivation easier
and yields of groundnuts and millet sown promptly after the very early rains
are some 30% higher than those of plantings made later. The seeder permits
the farmer to sow a larger area in less time than by hand. Animal-powered
hoeing enables better and more timely weeding, and such timely weeding is
probably the next most important contribution to good yields after early
sowing. Also, under low rainfall conditions, hoeing helps to retain soil
moisture which itself has a favorable effect on yields. In the appraisal

of the second agricultural credit project, the basis for the project's
justification was the comparison of farm budgets of farmers switching from
hand cultivation to the use of animal-drawn seeders and hoes. This method,
which attempts to measure the increase in the farmers' productive capacity
brought about by his adopting project recommendations, is more relevant than
the assumption made at appraisal of the first project that the extent of
global increments in production could be a measure of the project's success
or failure. While the situation concerning the efficiency of using animal
drawn implements is clear this is not entirely the case with fertilisers
that through the project period were subsidized and which continue to be

subsidized. The Bank feels there is reason to dquestion whether the recom-
mendation of Institut des Recherches Agronomiques Tropicales (IRAT) that
fertilisers should be used throughout the groundnut basin is sound. One body
of opinion holds the view that in the drier areas, even in normal years,
fertiliser use is mot economic. Again, despite extensive research on ferti-
lisers in the area, the lack of field data at farm level prior to, or during
the four-year period, has prevented a definitive position being taken on this
issue which is only now under comprehensive study as a component of the IDA
financed Second Agricultural Project - Credit 404-SE,

Credit Recovery

2.07 Credit recovery has been satisfactory in years of normal weather,
as shown in the table below. Further details on credit distributed are in
Annex 1. Credit recovery (on a national scale - there are no separate data
for the project area) has been good in years with a reasonable growing season
1969/70 and 1971/72. 1In the other years, all drought years, Government
cancelled a proportion of matured debts, in 1970/71 - 49%, in 1971/72 - 52%,
and (outside of the project period) in 1973/74 - 28%.
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Seasonal and Medium-Term Credit Recovery in Sepegal

1969-70 1970-71  1971-72  1972-73  1973-74

——— CFAF Million —=—m=—mmm—m- —————

Mature Debts 832.8 625.7 752.25 1,013.87 1,304.6
Repayments by
~ .Cooperatives 716.2 319.1 745.3 482.43 944 .6
% Recovered 86 51 99 48 72
Repayment by

Stabilization

Fund 111:6 306.3 - 531.4 -
Outstanding - - 37.41/ - 360.0%/

1/ Carried forward to subsequent year

In no case has BNDS lost financially through the cancellation of debts, since
in all cases its losses have been reimbursed by Govermment, which has set a
repayment percentage for each region depending upon the severity with which
the region had been struck by the drought. Government policy of cancelling
debts has been justified, inter alia, on the grounds that producer prices
have been lower than the free market value of the farmers' products and

that this difference has accrued to Government.

B. SODEVA

2.08 SODEVA was created in 1968 to take over from the French company,
SATEC, the provision of extension services to farmers in the groundnut basin.
Because of ONCAD deficiencies in assessing farm input requirements, purchasing
groundnuts, and the recovery of seasonal and medium-term credit, SODEVA was
forced to assist in the foregoing at the beginning of the project period.
These activities were estimated to use about half the time of extension staff.

2.09 Under the project IDA agreed to finance 30% of the cost of the

foreign technical assistance (expatriate staff) required by SODEVA within
the project area. In the following table, appraisal estimates of costs,

actual costs, and IDA disbursements against these items are shown.
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SODEVA: Costs, Estimates and Actual
(CFAF Million)

1968/69 1969/70 1970/71 1971/72 Total

Estimated. cost of expatriates 280 233 115 - 628
Actual cost for expatriates 287.0 225.6 139.5 82.0 734.1
1/
Actual disbursements 86.1 67.7 42.0 24.6 220.3
Estimated disbursements 80 70 30 - 180.0
2.10 The scope of SODEVA activities changed during the project period.

At the beginning SODEVA provided a very general extension service throughout
the project area. Early in 1970, the validity of such a very general and

low intensity service was questioned and Government instructed SODEVA to
concentrate its efforts on the most receptive farmers and in the most product-
ive areas, i.e. the southern part of the groundnut basin. By this time improve-
ments in ONCAD efficiency, in particular, in the assessment of farm input
requirements and in maintaining cooperative accounts, permitted SODEVA to
withdraw from this work. Consequently, since 1972, SODEVA has switched to a
program of promoting intensive input packages that include the use of ferti-
liser, improved seeds, animal-drawn cultivation and land improvement through
destumping and other actions; and under this new policy SODEVA is again
expanding.

2,11 The change in the SODEVA role was agreed in principle by IDA with

the proviso that Government would maintain minimum SODEVA services throughout
the project area and would continue the Senegalisation policy stipulated

under the credit agreement. Government has carried out its respomsibilities
and, for example, expatriate staff in SODEVA were reduced from 35 in 1969 to

9 in 1971 in line with appraisal estimates. Clearly SODEVA benefitted from

the project insofar as expatriate personnel financed under the credit permitted,
as planned, the satisfactory provision of extension and other support services
to project participants while their Senegalese replacements were being trained.

III. PROJECT PERFORMANCE — INSTITUTION BUILDING COMPONENT

A. oONcap2/

3.01 Office National de Cooperation et d'Assistance pour le Developpement
(ONCAD) was established in 1966 with responsibility for sponsoring cooperative
development. In 1967/68 ONCAD was given responsibility for the procurement

of farm inputs (fertilisers, implements, draft animals, and groundnut seed)
and their supply to cooperatives. Additionally, ONCAD was authorized as a
monopoly purchaser of groundnuts from farmers. Subsequently it was also given
a monopoly for importing and distributing rice (at subsidized prices until
very recently) and for purchasing and storing cereals as strategic reserves.
These latter roles are minor compared with its cooperative and groundnut

1/ SODEVA contests this figure, which it claims should be CFAF 200.2 million.

2/ ONCAD's management point of view is presented in the attached Annex 9 of
this report.
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purchasing activities. ONCAD turnover in recent years has been in the order
of US$250 million annually. 1/

3.02 In 1968, when the project was appraised, ONCAD was judged generally
to be inefficient and costly. Earlier, Government had asked a consultant
(SATEC) to determine the main deficiencies and to make proposals for improving
ONCAD performance. The SATEC findings are summarized below:

a. help to cooperatives was minimal;

b. management of the national groundnut seed multiplication
program was unsatisfactory;

c. accounts were unsatisfactory and in arrears;

d. ONCAD was overstaffed and inefficiently organized;
and consequently,

e. operating costs were abnormally high.

As to organization and operations, ONCAD's management should be considered in two
parts: one concerned with the commercial aspects of providing farm inputs

and marketing services, and the other with providing technical services to
cooperatives.

3.03 The appraisal mission and Government agreed that strong technical
assistance was necessary to improve ONCAD efficiency, and funds were provided
under the credit to help pay for the services of consultants to study and
make recommendations on management and staff structure, training, accounting,
transportation of groundnuts and inputs, and groundnut seed multiplication.

3.04 In 1969, Government selected ITALCONSULT for this work under a
contract terminating in October 1972, and IDA approved a contract amounting
to US$2 million of which US$1,675,000 was for foreign exchange costs.

3.05 Annex 3, Table 1 shows progress made up to the present time and
indicates where the situation has improved or deteriorated. As a whole, while
groundnut marketing operations, management of the seed stockpile, and services
to cooperatives have definitely improved, transport of farm inputs remains
unsatisfactory, staffing and operating costs have increased beyond earlier
high levels, and accounting and financial management remain unsatisfactory.

3.06 Groundnut marketing and services to cooperatives - Marketing of
groundnuts is now handled satisfactorily. Farmers are paid cash on the spot
when they deliver to their cooperatives, after deduction of seed costs and
credit payments by the cooperatives. The channelling of funds is efficient

1/ Based on a marketed production of 800,000 m ton of groundnuts, 200,000 m ton
of rice, and 100,000 m ton of fertiliser.
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and controls are satisfactory. The accounts of farmer cooperatives are
maintained satisfactorily, although final statements at the end of each
season are usually two or three months late.

3.07 Transport of inputs - The transport of farm inputs is still un-
satisfactory. The principal reason is that highest priority is given to

the transport of groundnuts and the lowest to inputs. As a result, delivery
of equipment and fertilisers is universally late and often after the begin-
ning of the planting season. ONCAD has reduced its own truck fleet, but
maintains and operates trucks on behalf of private owners under arrangements
whereby ONCAD purchases the trucks, meets all expenses, and pays into owners’
accounts rental fees less expenses and term payments to cover the purchase
price. These arrangements are very unsatisfactory and ONCAD's transport

costs remain high. ONCAD's management is aware of these problems and is at-
tempting, until now with only limited success, to overcome them,

3.08 Staffing and costs - The Bank feels that ONCAD continues to be over-
staffed and inefficient. The consultant estimated, after a detailed study of
job descriptions, that ONCAD could be operated efficiently with a permanent
staff of 1,609, against an actual permanent staff of over 2,000 1/ (see An-
nex 3, Table 2). -

3.09 Operating costs -~ Operating costs have risen steadily due to excess
staff, lack of intermnal financial control, lack of control over the use of

hired labor, and the payment of excessive transport costs for groundnut move-
ments (Annex 3, Table 5). Operating costs, excluding costs directly incurred

in groundnut purchasing, now amount to CFAF 3 billion (US$13.6 million) annually
or about 12.5% of turnover. Total marketing cost for groundnut is estimated

to be about CFAF 11,000 per ton on the basis of a normal production of 700,000
m ton; this constitutes an increase of about 35% over two years.

3.10 Accounting and financial management - Accounts remain in arrears,
and the last financial statement, for 1972/73, contains serious errors. At no
time have ONCAD accounts been audited by an external and independent auditor
(this was not a condition of Credit 140-SE). In 1973, however, Government
decided that ONCAD would be audited by the "Commission de Verification des
Comptes et de Controle des Etablissements Publics (CVCC), a Government agency.
CVCC reviewed the accounts that closed on September 30, 1972, and found them

in complete disorder. Reports of the commission issued in 1974 and 1975 cri-
ticized both ONCAD management and the assistance provided by ITALCONSULT. CVCC
identified three basic problem areas:

a. the unsuitability of ONCAD's administrative framework;
b. the poor quality of accounting staff; and
c. the lack of internal audit and financial control procedures.

3.11 ONCAD has been required to operate under the administrative regula-
tions governing all "Etablissements Publics' in Senegal. These regulations

are not suitable for commercial operations such as those of ONCAD where auto-
nomy in, and the ability for, prompt decision making are essential. For

example, prior approval of the Ministry of Finance through its Controle des
Operations Financieres (COF) was needed for all but minor financial transactions.

1/ ONCAD management considers that the current staff level is appropriate.
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Delays caused by such a priori control, together with those caused by the
compulsory use by ONCAD of Government's central computing services, are two
principal reasons for the lateness of ONCAD's financial statements. Follow-
ing the audit by CVCC, Government agreed in November 1974 to remove the
control exercised over ONCAD by COF. The current financial situation of

ONCAD is described in Annex 3. In summary, while ONCAD accounts show for

most years a small paper profit, its financial position is precarious. This
is to a large extent because payments from the Groundnut Stabilisation Fund
and the subventions from Government to meet subsidies, for example, on fer-
tilisers, are chronically in arrears. On the other hand, any surpluses generated
on groundnut marketing must be paid promptly to the fund. Comnsequently, ONCAD
subsists on an ever increasing overdraft, largely provided by BNDS; earlier in

1975 it stood at US$250 million. Despite its commercial-type functions, ONCAD
is still not financially autonomous and this is an additional constraint on
improvements,

3.12 Though there have been serious improvements in ONCAD's accounting pro-
cedures since mid-1975, these services have been poorly staffed since the incep-
tion of ONCAD. The Financial Manager and Chief Accountant have been notably un-
successful during the project period. TFollowing the CVCC audit, ONCAD agreed

to hire replacements for these as well as an expatriate accountant to review
internal audit procedures and to verify financial statements in detail. While
the three new appointees seem to be effecting improvements, the general person-
nel situation at ONCAD is poor for two basic reasons:

a. many important appointments and promotions are not
made on grounds of merit; and

b. despite its commercial nature, ONCAD employs civil service
salary scales. These are not competitive with the private
sector and ONCAD has difficulty in obtaining and retaining
capable and experienced personnel. ITALCONSULT proposed
that ONCAD should enjoy a special salary status, but
Government has taken no action on this.

3.13 ITALCONSULT was criticized by CVCC for being ineffective. The
persistent difficulties encountered because of the shortage of qualified
Senegalese accounting staff made the role of the consultant difficult. How-
ever, ITALCONSULT reports, particularly until the end of 1973, indicated good
progress in reorganizing accounting services. At no time prior to the CVCC
audit did ITALCONSULT specifically draw the attention of Government and IDA

to a serious accounting situation; indeed, under the Second Agricultural
Credit Project, US$200,000 was provided in Credit 404-SE to cover an exten-
sion of the ITALCONSULT contract permitting implementation of their accounting
reorganization. TTALCONSULT also participated in the preparation of financial
statements which CVCC subsequently found to be highly inaccurate.

The Failure of the ONCAD Component

3.14 The main failure was the inability of ITALCONSULT, as consultants to
ONCAD, and of IDA, in its supervisory role, to develop satisfactory solutions
for ONCAD's problems and to induce ONCAD to adopt such solutions. It appears
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that at appraisal IDA underestimated the seriousness of four overriding
constraints to ONCAD's functioning efficiently in a commercial manner:

the lack of financial autonomy (para. 3.11); the administrative regulations
and particularly the control through COF (para. 3.11); the unsuitable ONCAD
appointment procedures, and the inappropriateness of some of its operations,
for example, transport (para. 3.12); and staffing problems stemming from

civil service regulations (para. 3.12). Even if the extent of these problems
had been fully appreciated, it is a matter of conjecture whether all or any

of them could have been resolved in advance of financing the project. Given
the "sensitive" nature of these issues, it is probable that they would have
not been resolved and that, as in the case of COF, Government would have
agreed to significant changes only when these had been perceived by one of

its own agencies as being of a highly serious nature. At the time of appraisal
there was not this perception, and the performance of ITALCONSULT must be con-
sidered against the above background.

3.15 ITALCONSULT was selected by Government from among a short list

of five firms; the others were AGRAR, NEDECO, SATEC and SEMA. A contract,
signed on May 21, 1969, required the consultant to submit detailed proposals
concerning the experts that would be provided, their objectives, and how

the work would be carried out; proposals for training Senegalese counterpart
staff; and cost estimates for the work. 1In October 1969, a contract was
signed by ITALCONSULT and Government under which the former agreed to
provide 530 man-months of experts over a three-year period. Foreign
exchange costs were estimated at US$1,678,648, and local costs at CFAF 113
million.

Principal features of the consultants' terms of reference were:

i. Staff and training

a. review ONCAD organization with a view to reducing
staff;

b. train counterparts at high and intermediary levels;
and

¢c. prepare appropriate conditions of service and regula-
tions for ONCAD personnel.

ii. Finance and accounting

a. devise and implement an improved accounting system;
and

b. prepare accounting procedures for staff guidance.

1ii. Transportation

examine the organization of the transport of groundnuts,
fertilizer, and farm implements..and propose ways and
means of transferring transport responsibilities to the
private sector.
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iv. Seed stockpile

devise and implement means for the technical and
commercial management of the groundnut seed stockpile.

v. Cooperative services

introduce a system for the efficient maintenance of
cooperative accounts and recommend ways of improving
gservices provided to cooperatives.

3.16 Staff and Training - ITALCONSULT prepared organization charts, job
descriptions, and administrative procedures. These are summarized in the
consultant's final report issued in September 1972. The consultant
organized overseas training fellowships which benefitted 22 senior staff.

In Senegal itself, annual training courses were organized in Dakar, and

from time to time in the regions. Some 1,200 persons have participated

in such courses. Determination of the value of the training effort is
difficult. Taking into account the reports of IDA supervision missions, the
following summary, which is expressed in Annex 5, seems justified:

a. In ONCAD, cooperative services senior cadres are well
trained and highly motivated (these are the first to
complain about ONCAD's general inefficiency).

b. Regional ONCAD cadres are well motivated and appreciative
of farmer needs and problems. On the other hand, their
effectiveness is limited by the lack of clear guidelines
from ONCAD headquarters where decision making is centralized.

c. Headquarters staff performance is unsatisfactory, and work
is poorly supervised, in particular in the areas of
planning, accounting and financing.

d. While many staff benefitted from being trained abroad,
most have since left ONCAD to work in the private sector.

3.17 Although ITALCONSULT has claimed to have induced a reduction

in staff numbers, this is not apparent. At present, permanent ONCAD

staff number 2,100 compared with the 1,600 recommended by ITALCONSULT.

The consultants identified the constraint imposed by ONCAD's civil service
employment terms and proposed adoption of a system providing greater
incentives. This proposal was not accepted by Government.

3.18 Finance and accounting ~ The poor progress in these areas is
discussed in paras. 3.10~3.13, and while the administrative framework

in which ONCAD had to work clearly constrained the consultant's effectiveness,
it 1s a matter of conjecture whether the accounting and budgetary procedures
proposed by ITALCONSULT were suited to ONCAD. The proposals are now

being revised by ONCAD's strengthened accounts department.
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3.19 Transportation - In the course of the consultant's tenure, ONCAD's
transport fleet was reduced and the transportation of both groundnuts

and implements handed over to private firms. ITALCONSULT has made ap-
propriate recommendations for the rationalization of ONCAD policy vis-a-vis
private transporting firms but was unsuccessful in getting such a policy
adopted. Consequently, ONCAD deals only with small transport companies
and pays these cash advances at the beginning of the campaign. Usually
such advances are not fully recovered and some CFAF 300 million was
outstanding at September 1974. To.bolster transport capacity, ONCAD operates
a fleet of trucks on behalf of private owners (see para. 3.07), which is

an unsatisfactory and expensive operation. Under these arrangements ONCAD
manages to transport groundnuts on time, if at high cost, but the transport
arrangements for fertilizers and farm implements are deficient and as a
result, farmers complain that often their inputs are delivered too late.
Admittedly, delays were recently also caused by late delivery of the product
to ONCAD by the suppliers.

3.20 Seed Stockpile - The handling of groundnut seed multiplication
‘has improved, however, since FED financed a special project for this
purpose subsequent to appraisal of Credit 140-SE; it is not clear how
much of this improvement 1s attributable to ITALCONSULT.

3.21 Cooperatives - Both ONCAD and BNDS operate computerized conso-
lidated cooperative accounts, recording both groundnut marketing

operations and credit recovery. While manual and computerized accounts

are both necessary, given the different objectives and scope, the dupli-
cative accounting by BNDS and ONCAD is unnecessary; as it seems clear that
BNDS 1is better qualified to do so, BNDS should maintain a single set of
accounts that would meet its and ONCAD's needs. In 1970, Government and IDA
agreed to finance the cost of a study to review the feasibility and possible
economic and social effects of merging cooperatives into larger units able
themselves to sustain the cost of experienced management and to handle

input distribution and the collection of groundnuts. ITALCONSULT was
selected in 1971 as the consultant and submitted its report to IDA and
Government in May 1973. Although the report was weak in many respects,
Government decided to implement a pilot operation affecting 73 cooperatives.
The test has now run for two years but ONCAD has yet to submit to Government
evaluation of the results. A feature of the Second Sedhiou project in Casa-
mance, appraised by the Bank in October 1975, is the strengthening of co-
operatives to achieve the objectives of the ITALCONSULT operation. The ap-
proach is different, however, and instead of merging cooperatives, which

is opposed by most of them, a system of cooperative unions will be em-
ployed. The cooperative movement in Senegal, the ITALCONSULT proposals,

and the arrangements to be employed in the Casamance project are discussed

in Annex 5.

3.22 The overall unsuccessful effort on the part of the consultants
must be attributable, to some extent, to the failure of IDA supervision

and appraisal. With hindsight. it would appear that better results

probably would have been obtained by breaking down the consultant's work,
at the time of appraisal, into a number of discrete tasks each with its own
timetable for completion, review of results by IDA, discussion with
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Government and ONCAD, and decision on the implementation of recommendations.
Under such arrangements, the validity of the consultant's proposals and the
preparedness of ONCAD and Government to make changes would have become
clear early enough so that together with the consequential emergency of

any unforeseen and overriding constraints IDA would have been in a position
to modify the consultant's role, and even to cancel part of it. In

fact, the consultants engaged in a composite task of simultaneously

studying problems, recommending solutions, inducing ONCAD to accept the
latter, and assisting ONCAD to implement what it chose to accept. Given
these circumstances and the consultant's procedure of providing voluminous
and generally optimistic reports, IDA at no time had a clear picture of the
consultant's effectiveness and IDA interventions were never sufficiently
focussed and in general were ineffective. In Annex 6, IDA recommen-

dations to Government and ONCAD stemming from supervision missions and the
review of consultant's ind other reports are listed. The overriding
constraints to change in ONCAD .:. Cascribed in pacz. ..+ rhe sericusness
of these was not recognized at appraisal; equally important, however, the
possibility tnat the level of leverage afforded by the credit was small as far
as ONCAD was concerned was not recognized either. In practice ONCAD stood to
gain no material or physical benefit from the project, unlike BNDS and SODEVA;
yet it was ONCAD that was expected to submit itself to external scrutiny and
potential reorganization.

B. BNDS

3.23 "Banque Nationale de beveloppement du Senegal' (BNDS) was established
in 1964 to provide financial and technical assistance for development projects
in the fields of agriculture, livestock, fisheries, industry, commerce, handi-
crafts, and housing. BNDS is authorized to provide finance through loans,
guarantees, or equity participations, and also to conduct commercial banking
activities and manage public funds.

3.24 Equity capital, originally fixed at CFAF 1,360 million, was increased
to CFAF 2,400 million in 1973, of which CFAF 1,700 million has been paid in.
Government's share is 72.91%, Caisse Centrale de Cooperation Economique (CCCE),
a French Govermment financing agency, 15.62%, Banque Centrale des Etats

de 1'Afrique de 1'Ouest (BCEAO), the central bank of the West African Monetary
Union, 6.25%, and other public agencies, 5.22%.

3.25 At appraisal, in May 1968, BNDS was considered to be a suitable insti-
tution to deliver credit under the project. This assessment was made on the
basis of past accounts and performance which indicated that BNDS was following
prudent financial policies and possessed reserves and efficient staff.

3.26 In November 1968, however, CCCE informed the Bank/IDA that the
situation of BNDS had deteriorated. The provisional operating statement for
fiscall/ 1967/68 indicated a loss of CFAF 260 million. The two main reasons

1/ October 1 to September 30.
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were: (a) miscalculation of interest charges; and (b) increased personnel
expenditures resulting from staff increases from 246 to 439.

3.27 Government took rapid action on receiving the adverse report. Staff
numbers were reduced, new personnel regulations promulgated, and reorganiza-
tion undertaken, These measures, which included a reduction in BNDS field
staff as recommended by the Bank, together with a general tightening up of

lending operations, resulted in an early improvement in the financial situation
of BNDS.

3.28 In June 1970, the first external audit report of BNDS was made under
arrangements conditional to the provision of Bank/IDA assistance. The report
by Ste. Anonyme Fiduciaire Suisse (SAFS), confirmed an earlier study of CCCE
that BNDS accounts, as of September 30, 1969, were totally inaccurate. As' a
consequence, the Bank recommended the reorganization of the BNDS accounting
system; and when the project was renegotiated in 1971, it was agreed with
Government that IDA would finance the foreign exchange cost of such a reorgan-
ization (US$200,000). Subsequently SAFS was retained for the purpose. Con-
currently, CCCE provided technical assistance to review credit accounts and
procedures.

3.29 Since reallocation of the credit in 1971, there have been
substantial improvements in BNDS performance and capabilities and in its
financial status. A two-year technical assistance contract was signed with
SAFS in February 1973, which expired in December 1974. BNDS and the con-
sultant set up a working committee within BNDS to study, establish and imple-
ment new accounting procedures suited, inter alia, to the computer facilities
utilized by BNDS. The report of the consultant was issued in mid-1975, and
it is premature to judge its impact,

3.30 In the case of auditing, SAFS, in compliance with the Credit
Agreement, satisfactorily audited BNDS accounts from 1969 to 1973. Early
in 1975, howesver, BNDS terminated SAFS services and informed IDA of this
in July 1975. The general manager of BNDS argues that SAFS audit services
are no longer necessary since CVCC 1s now providing such a service (CVCCi
has started reviewing the 1973/74 accounts). CVCC cannot be consideredia
satisfactory alternative to SAFS since it does not have the personnel to
conduct annual audits and it is not their intention or role to conduct
such audits. The auditing issue is particularly important now that CCCE
has decided to discontinue its overview of BNDS acceunts after its review
of the 1974/75 accounts. Government has indicated that it will appoint

a local auditing firm to review BNDS accounts. However, CVCC states that
no Senegalese auditing firm could provide audit services to IDA standards
and that the only solution would appesar to be some form of association
between local and foreign auditing firms. 1IDA has accepted the CCCE auQit
of BNDS accounts closed on September 30, 1975, as complying with the condi-
tions of Credits 140-SE and 404-SE.
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3.31 Summarized BNDS financial statements and operating accounts for
the period 1968-1974 are in Annex 4. They show a general improvement in
the financial situation. Provisions for losses and other unforeseens have
increased by 189% since 1968, and now amount to CFAF 2.3 billion or 11%

of total receivable accounts. In the seven years 1968-74, BNDS made losses
in 1968, 1970, and 1971. 1In 1973, operating surpluses amounted to CFAF 330
million, and in 1974 to CFAF 613 million.

3.32 BNDS does not play a particularly active role in the delivery of
credit. BNDS has stated that it would have preferred to play a larger role,
but Govermment, and the Bank, did not support that position and the Bank's
recormendation to reduce BNDS field staff did not encourage such activity.
BNDS's intervention is limited to participation on the regional committees
which determine each year the credit 1limit for individual cooperative
societies. The societles are responsible .for the delivery of credit (and in-
deed guarantee this credit) to their members, and ONCAD is respomnsible for
the physical delivery of inputs to the societies which is all in kind and
procured with funds provided by BNDS. Under this system BNDS takes only
limited financial risk,. as all credits to cooperatives are guaranteed first
by the cooperative movement through deposits made by cooperatives with BNDS,
and second by Govermment.

3.33 As of September 1974, tdtal loans to farmer cooperatives amounted to
CFAF 2,877 million as shown in the table below.

Composition and Financing of BNDS Loans
Made to Farmers' Cooperatives
(CFAF Million)

Medium-term loans 2,060

Short-term loans not yet due 4571/

Short—-term loans overdue 360~
2,877

These loans were financed as follows:

IDA (First Project) 2/ 790
IDA (Second Project)= 438
1,228 437
Cooperative Accounts 1,327 467
322 117

BNDS
2,877 100%

1/ Most of these short-term debts recorded overdue in September 1974
have now been repaid but exactdetails are not yet available.

2/ Disbursed in August 1975 against the accounts of the 1973/74 campaign.
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3.34 Cooperatives' accounts comprise equity holdings in, and savings
deposited with, BNDS, neither of which earn interest. Since these funds
finance about 46Z of the total credit distributed, the average interest
rate paid by farmers for credit is about 13%, against the nominal rate of
7.5%.

3.35 There appears to be no doubt that BNDS benefitted from both

the auditing required under Credit 140-SE and from IDA supervision.

It was assisted in this way to overgcome two distinct crises in the credit
disbursement period.

C. Project Coordinating Committee

3.36 At appraisal, "Programme Agricole" was a fairly loosely coordinated
joint activity of BNDS, ONCAD and SODEVA. At loan/credit negotiations
Government agreed, in order to insure adequate coordination and cooperation,
to set up a Project Coordinating Committee comprising the Secretary of
Government's Groundnut Committee, the Directors General of BNDS, ONCAD,
SODEVA, a representative each of the Ministries of Finance, of Planning and
of Rural Development as members, and with an official of the Ministry of
Planning as chairman. With the exception of this coordination mechanism,
each of the three project agencies retained the roles they played before

the advent of the project - BNDS, credit, SODEVA, extension, and ONCAD,
groundnut marketing and input procurement and supply. In practice, while
the Committee met occasionally, it played no significant role in project
execution.

IV. ECONOMIC RESULTS

4.01 An economic rate of return of 25% over a life of ten years was
estimated at appraisal. As discussed in para. 2.04, the basis of this cal-
culation is of doubtful validity. When the Second Agricultural Credit Project
was appraised, its economic rate of return was calculated by comparing with
and without project farm budget situations and a rate of return of 227% was
indicated. As the productivity components of both projects are similar

and since there is no reason to believe that the parameters for employment

in the second project are invalid, it is reasonable to expect that the rate

of return from expenditures in the productivity component of the first project
will also prove to be satisfactory over the long run when the occurrence

of sufficient normal years would have the opportunity to compensate for the
series of drought years at the beginning of the project. However, it must he
admitted that no hard evidence is as yet available to substantiate this
assertion. The difficulty caused by this lack of facts became apparent to

the mission which appraised the Second Agricultural Credit Project, and to
resolve it, the second project included provisions to collect and analyze
information on the performance of participating farmers. This activitity i%
presently being implemented. Clearly, however, there have been few and there
will be few real economic benefits from the nearly US$3 million expended on
ONCAD.
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V. COSTS, DISBURSEMENTS AND PROCUREMENT

Costs and Disbursements

5.01 The following table compares actual and appraisal estimates of
project cost:

Appraisal Actual
CFAF USs$ CFAF Us$
I. Farm Equipment
Implements 2.36 9.44 1.52 6.33
Animals 1.50 6.00 0.08 0.32
II. Incremental Farm Input
Fertiliser 0.86 3.44 (1.44) (6.00)
Subtotal 4.72 18.88 0.16 0.65
ITII. Technical Services
ONCAD Management 0.69 2.75 0.71 2.96
SODEVA Cooperative Service 0.63 2.52 0.58 2.43
Subtotal 1.32 5.27 1.29 5.39
Total 6.04 24.15 1.45 6.04
5.02 Within the project period, there were no unexpected or significant

changes in unit costs. Total project costs, of course, were revised radically
in 1971 following identification of the massive decline in demand for credit
(para. 1.09). Subsequently, the Bank Group's participation in the project was
reduced from US$9.5 million to US$6.0 million. Estimated and actual disburse-
ments are shown in Annex 7. By June 30, 1973, the bulk of the IDA credit had
been disbursed (94%), and final disbursements (US$50,000) are expected to

be completed before June 1976.

Procurement

5.03 In accordance with the appraisal mission's recommendations, it was
anticipated that the procurement of farm implements would be subject to local
competitive bidding. Experience quickly showed that this procedure was
expensive and unproductive because only one reliable supplier, SISCOMA, was

in a position to bid satisfactorily. At the request of the borrower, the Bank
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agreed that the procurement of farm implements be carried out by means

of negotiated contracts between ONCAD and SISCOMA. This procedure proved
satisfactory and reasonable prices for the supplies of farm implements
were maintained throughout the disbursement period.

VI. EXPERIENCE GAINED AND APPLICATION FOR THE FUTURE

6.01 Experience gained, where it has been found possible to use it in
subsequent operations in Senegal, is summarized below:

a. The expression of project objectives in global terms
was unsound. They should have been expressed in terms
of the benefits expected to accrue to participants
vis-a-vis non-participants. A better knowledge of farm
level data with and without project situations at
appraisal and subsequent monitoring of a sample of
participants and non-participants would have permitted
accurate determination of project benefits even under
the unusual drought conditions that were obtained in
the project period. 1In advance of implementing the
Sine Saloum Agricultural Development Project (Credit
549-SE), collection of such farm level data was
organized within the framework of a pilot project and
such data are being routinely collected by the project's
evaluation unit. Farm level data collection and monitoring
is now general policy for Bank Group projects in West
Africa, and is, of course, a feature of Credit 404-SE.

b. Any recommendation to employ a specific input (particularly
when its cost is subsidized) must be based on an adequate
analysis of economic response. Under Credit 404-SE, trials
and analyses are financed to permit a better assessment of
the economics of fertilizer use under varying rainfall
conditions.

c. An extensive project of this type is not the best medium
for effecting institutional improvements in agencies for
which the project constitutes only a small part of their
responsibilities and especially where the role and make-up
of these agencies are not fully conducive to the adoption
of commercially efficient procedures, e.g., ONCAD. 1In
subsequent projects, Sine Saloum and the upcoming Second
Sedhiou Project, for example, a more intensive approach
is employed in which the emphasis is on improving institu-
tions at the regional level. The intent is one of inducing
a gradual devolution of responsibilities now heavily central-
ized in agencies such as ONCAD to regional entities, including
cooperatives, where the real needs of rural people can be
better identified and where rural people themselves are better
able to influence decisions. Conceivably, such devolution
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could lead to a situation where an agency like ONCAD
would no longer be needed, or at most be left with a
coordinating function.

Before recommending finance for technical assistance in
institution building, the constraints, if any, to such
assistance being effective must be determined.

When consultants are emplobyed to provide technical
assistance, their tasks must be clearly defined and

a timetable established for the completion of each
task; agreement must be reached with the borrower on
the procedures to be used in reviewing and implementing
the consultants' recommendations.

BNDS would appear to take an overly passive role in
agricultural credit operations, relying on Government
and cooperative guarantees for its lending. In prac-
tice, it tends to be a "disbursing and collecting
window." It could and should be more active and
innovative, and also be prepared to take over risks.
It is also doubtful whether its use of cooperative
funds is equitable. And consideration should be given
to how these funds could be more effectively employed in
the areas where they are generated. In the Second
Sedhiou project, ways are being sought to employ co=-
operative savings more directly in the interest of the
farmers who have generated these savings and deposits.
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Table 1

SENEGAL
1ste. AGRICULTURAL CREDIT PROJECT

AREA CULTIVATED, PRODUCTION,YIELD

-Per Region-

THIXRS DIOURDEL SINE-SALOUM TOTAL

Actual Appraisal Actual Appraisal Actual Appraisal Actual Appraisal

Groundnut
HA ('ooo ha)

tGroundnut  69.70 151 - 253 - 389 - 793 900
70.71 136 - 305 - L36 - 877 960
71.72 155 - 260 - 450 - 865 990
72.73 159 - 308 - 1155 - 922

Production ('000 t)
69.70 115 113 178 363 373 L68 666 9Lk
70.71 72 128 86 Lo2 292 552 450 1062
71.72 173 1Lk 230 L2 110 62l 613 1210
12,73 19 66 343 428

Yield (kg/he)
69.70 760 775 700 950 960 1250 839 1050
70.71 530 850 280 1025 670 1350 513 1125
71.72 1100 925 900 1100 910 1450 91,0 1225
72.73 120 975 210 1175 750 1500 L65 1275

Millet/Sorghum

HA ('000 ha)

69.70 165 - 23L - 324 - 723 - 770
70.71 152 - 239 - 287 - 678 . 810
71.72 160 - 205 - 320 - 685 - 850
72.73 156 - 242 - 320 - 718

Production ('000 t)
69.70 78 57 98 191 204 175 380 L23
70.71 53 59 Sk 200 134 186 241 LLs
71.72 80 66 109 219 158 203 348 1,88
72.73 13 53 141 207

Yield (kg/ha)
69.70 470 L0O 420 500 630 700 526 550
70.71 350 Loo 230 500 k70 700 355 550
T1.72 500 425 530 525 490 725 508 575
72.73 80 L25 220 525 Lo 725 288 575

Source:Sector survey




1947/48
1948/49
1949/50
1950/51
1951/52

1952/53
1953/54
1954/55
1955/56
1956/57

1957/58
1958/59
1959/60
1960/61
1961/62

1962/63
1963/64
1964/65
1965/66
1966/67

1967/68
1968/69
1969/70
1970/71
1971/72

1972/73
1973/74
1974/75

Sources:

AGRICULTURAL CREDIT PROJECTS

SENEGAL

Groundnut Cultivation in the Whole Country

Credits 140 and 404-SE

Area, Production, Yields, Production Marketed

Hectares

659,000
697,000
690,000
641,000
690, 000

657,000
682,000
720,000
707,000
780,000

925,000
850,000
907,000
977,000
1,026,000

1,015,000
1,084,000
1,055,000
1,110,000
1,114,000

1,164,000
1,191,000

953,000
1,043,000
1,060,000

1,071,000
1,000,000

(Period 1947-1973)

Production
Unshelled
m. Tons

598,000
603,000
571,000
471,000
571,000

558,000
614,000
464,000
603,000
763,000

500,000
770,000
829,000
892,000
995,000

914,000
952,000
1,019,000
1,140,000
923,000

1,005,000
830,000
789,000
583,000
988,500

570,000
685,000

1,004,000

Period 1947/48 to 1964/65:
Period 1965/66 to 1973/74:

Yields
Kg/Ha

1,

907
865
827
734
827

849
900
644
852
978

972
905
914
913
969

900
878
966
003
829

863
697
828
559
932

545
740

Marketed

m. Tons

451,000
434,000
429,000
342,000
443,000

449,000
550,000
390,000
539,000
677,000

808,000
675,000
718,000
809,000
872,000

749,000
782,000
839,000
993,000
781,000

834,000
781,000
623,000
447,000
747,800

385,000
426,366

Central Bank (BCEAO)

ONCAD

Annex 1

Table 2
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ANNEX 3

page 1
SENEGAL
First Agricultural Credit Project
ONCAD Financial Situation
1. The lack of reliable financial statements makes it difficult

to assess accurately ONCAD's financial situation. The last two balance
sheets issued show operating surpluses. The reality of these surpluses

is questionable since no provision is made for dubious inventories and
receivables. In fact, ONCAD relies on large short-term overdraft facilities
to finance its operations. The last two supervision missions have tried

to explain overdraft requirements, using financial data available at ONCAD
and BNDS. They have not succeeded., Table 6 indicates the situation in
February 1975, in the middle of the 1974/75 campaign.

2. The main conclusions are:

(a) Although ONCAD immediately pays surpluses derived
from the marketing of groundnuts to the Groundnut
Stabilization Fund, it meets difficulties in recove-
ring expenses it occurs in marketing rice, cereals
and fertilizers on behalf of the Stabilization Fund.
In September 1974, the net amount due by the Stabiliza-
tion Fund and Government amounted to CFAF 5.9 billion
(US$26.8 million).

(b) The account "operations diverses' cannot be justified;
the imbalance between BNDS advances (CFAF 13.7 billion
in ONCAD's books and CFAF 14.7 billion at BNDS) amounts
to CFAF 3.3 billion. In September 1974, the supervision
mission tentatively found an overall deficit of CFAF
2.5 billion. These figures indicate that ONCAD does
not have working capital and would be bankrupt if
subjected to normal commercial practices. Consequently,
it is likely that Government would have to increase
ONCAD's capital equity when the Central Bank, which
decides its own overdraft limits, becomes more reluctant
to finance ONCAD's deficits.

3. There is no indication that the financial situation will soon
improve, because:

(a) ONCAD's operating cost continues to rise and Government
has not yet made any move to révise the 'bareme' under
which ONCAD 1is repaid for its services.

(b) The price of groundnuts sold to oil millers has decreased
from CFAF 78 per kilo in December 1974 to CFAF 55 in
June 1975. At this level, given a farmgate price of
CFAF 41.5, it is likely that ONCAD would just break
even.
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Action Taken and Recommendations

4. Government has set up a committee to arbitrate the settlement

of accounts between ONCAD, Government and the Stabilization Fund. This
committee has succeeded in some aspects and, in 1975, the Stabilization
Fund has repaid ONCAD CFAF 6.5 billion overdue since 1973 and 1974. On
the other hand, the committee has not settled general large debts still
due ONCAD by Government and the Stabilization Fund: fertilizer subsidies,
CFAF 2.5 billion; purchase of cereal, CFAF 0.9 billion; and taxes, !
CFAF 400 million.

5. The settlement of these debts would save expensive financial
charges to Government. However, it would not be sufficient to solve
ONCAD's basic liquidity problem which the Government will have to face
some day. In the absence of action by the Ministry of Rural Development
the Ministry of Finance has asked the CVCC to make proposals to Government
with a view to:

(a) clarifying the situation of outstanding accounts
with the Stabilization Fund; and

(b) ensuring the adequate financing of ONCAD's
activities.
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SENEGAL Table 1
First Agricultural Credit Project
Progress in institution building
Improvement Comments

Good Fair Unsatisfactory Since 1969 Or Problems

I. Cooperative Services

Assessment of farm

Input Requirement X Yes Timing
Distribution of farm

input X No Timing
Distribution of seeds x Yes Quality of seeds
Selection and traiming X Yes Thief problem not
of cooperative officers entirely solved
Channelling of funds b'e Yes -
Cooperative accounts X Yes .-

I1. Marketing of Groundnut

Accounting X Yes
Weighting x Yes Transport losses
Transport to oil mills x Yes Timing

IITI. Management of the Seed Stockpile

Storage b s Yes -
Collection X Yes -
Delivery to farmers X Yes -
Multiplication b Yes -

III. Credit to Cooperatives

Procurement of inputs X Yes Timing
Transport X No -
Distribution x Yes -
Coordination with BNDS X No -
Relation with suppliers x No -
Credit recovery x Yes -

Iv. Management

H.Q. Organization X Yes -

Field operation x Yes -
Decentralization X No No incentive
Staffing x No Over staffing
Operating cost b4 No -

V. Financial Management

Data recording x Yes -

Data proceeding X Yes -
Reliability x No -
Inventories b'¢ No -

Budget x Yes -

Internal audit x No -

Working capital x No -

I1lquid asset x No -

External auditing b4 Yes -

Financial statements X No Delay and reliability



Administrative Unit

Head Office

General Management

General Inspection
Personnel Management
Planning

Financial Management
Accounting

General Services
Technical Services
Marketing Services
Procurement (AMR)

Subtotal

Regional Offices

Capvert

Casamance

Diourbel

Senegal River Basin
Eastern Senegal
Sine Saloum

Thies

Subtotal

Total

SENEGAL

First Agricultural Credit Project

ONCAD's Staff

Annex 3
Table 2

Consultant's

Cooperation Administration Total Estimates
- 16 16 16
- 16 16 18
- 25 25 18
- 61 51 52
- 18 18 24
- 40 40 -
30 72 102 74
- 94 94 81
- 50 50 32
- 24 24 il
30 416 446 315
17 13 30 15
57 290 347 257
58 301 359 306
32 66 98 53
34 133 167 136
64 380 444 367
37 169 206 160

299 1,352 1,651 1,294
329 1,768 2,097 1,609

Source: ONCAD organization chart, 11/19/74



72 - 73

655.5

51.2
92.0

1.2

144.4

743.3

1,083.7
3,109.4
26.9
314.6
1,241.9

236.1

2,122.2
2,623.2
3,478.9

896.9

1,644.7
1,065.5
234.7
76.0
5.9
31.3

20.3
18,212.2

2,404.5

20,516.7

215.5

Senegal
ONCAD
Condensed Balance Sheets (in CFA Milliong)
(Unaudited)

Assets n-n -7
Fixed assets (net) 512.9 760.0
Other fixed assets
Loans over ]l year 2,090,3 51.2
Participations 90.2 92.0
Guarantee deposits .5 1.2

2,181.0 144, 4
Inventory 898.5 2,066.3
Current assets
Supplies 328.5 701.4
Clients 263.2 3,064.1
Personnel 13.9 47.0
Government
Government operating subsidy 94.9 400.2
Government aid
Stabilization —_—
Fund~ 4groundnuts -- -
Stabilization -- --
Fund~rice
FVMDR 1,645.4 2,126.2
Receivable: seeds 846.3 3,313.6
Misc., debtor 14.3 218.4
Income to receive - 3,267.8
Adjustment assets 92.8
OCA Liquidation 1,072.1 1,072.1
OCAS 210.0 -
— Notes receivable
- Cheques receivable
- Clearing
- Recoveries pending
- Payments pending

4,488.6 14,303.6
Cash in hand and banks 2,900.0 1,345.4

7,388.6 15,649.0
Opening balance sheet

10,981.0 18,619.7

22,375.4

Annex 3
Table 3
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STHNTEISAL Table 4
QNCAD
Condensed Balance Sheets (in CFAF millions)

(Unaudited)
Liabilities 1970-71 1971-72  1972-73
E(‘uituv 2,309-8 3,639-!—1 3,?580h
Provisions for lusses and expenses 3L45.9 430.5 730.5
Provisional operating account 1971-72 - 300.00 -
Borrowing:

Mediam - long-term - - -
Borrowing: SERCA - 3.4 3.hL
Jovernrent advance 280.1 2806 .1 301.8

280.1 233.5 305.2

Subtotal equity 2nd long-term borrowings 2,935.8  L,533.5 L,79L.2
Curren* Liabilities
Suppliers (transportation and others) L3L.2  1,011.5  1,3R5.5
Clients 19.0 85.5 85.2
Bills to pay 93.6 - 39.5
Jovernment . - £3.2 132.7
Txpenses payable 26.3 - -
Zooperatives 602.2 57h.A 1587.5
Commi tments 8.9 - -
Accounts payable .8 353.6 790.8
A/c to adjust - 1.3 12,1
Seced loans zroundnuts - - -
Liouidation CRAD 8.2 - -
OSA licuidation liabilitiss 1,133.0  1,L33.0 1,113.5
ACC L27.8 - -
Jroundnut Stabilization Fund - L2l .8 1,617.4
Rice Stabilization Fund 1,259.3 319.¢C

L,313.3 L,258.L 5,352.6
Janks 3,678.8  9,515.5 10,5L1.3

Subtotal current liabilities 7,992.1 13,873.9 15,893.9
Transfers - 92.2 -
Profits 53.1 - 1,687.3

Total liabilitiec 10,981.0 1WR,519.56 22,375.L
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Table 5
SENEGAL
FIRST AGRICULTURAL CREDIT PROJECT
ONCAD's Operating Account (1973/74 and Budget 1974/75)
1/
Cost per Ton 1973/74 Cost per Ton 1974/75
- CFAF Million~~—-—-c-ccmmmcemmce
I. Fixed Expenditure
Personal Cost 1,361.7 2,119.6
Taxes 11.7 19.3
Outside Services 289.3 392.2
Transports 242.6 259.4
Operating Cost 66.8 91.8
Depreciation Allowances 190.0 : 250.0
Total 4,88 2,172.1 4.38 3,132.3
2/ 1/
Tons 445,000 715,000
II. Groundnut Marketing
Marketing Commissions 0.55 244 .8 2/ 0.55 393.3
Storage - (groundnut)-Seeds 0.97 431.3 0.45 321.8
Collection Cost 0.07 32.0 0.05 32.0
Economical Control 0.28 130.0 0.18 130.0
Cooperative Supervision - - 0.42 300.0
Fire Insurance 0.03 13.3 0.03 21.4
Transport to 0il Mills 3.70 1,646.3 4,00 2,145.0
Financial Charges 0.60 265.0 0.76 545.5
Total 6.20 2,762.7 6.44 3,889.0

1/ Budget 1974/75
2/ Mission Estimates 1973/74: Notice that budget 1974/75 has not taken
into account actual cost incurred the previous year.
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SENEGAL

First Agricultural Credit Project

ONCAD's Financial Situation

January 31, 1975

Bank Accounts

Government Balances
Inventories Spabi%ization Losses Overdrafts
+ Net Receivable Fund (Profits) (Deposits)
'(gue to
--------- ;------~-----98FR¥)Billion-----------—----—----—--
1
Rice Account 7,496 2,682 (10,178
Groundnut Account
2/ 3/
Campaign 1973/74 1,996 (2,232) (1,748 ) (1,984)
. 4/
Campaign 1974/75 24,203 - - 24,203
5/
Other Operations 6,370 4,073 3,285 (13,728)
Total 40,065 4,523 1,537 (46,125)

1/ Physical inventories not available. This figure (equivalent to 70,000 tons
of rice) includes floating cargo.
2/ Of which CFAF 1,200 million advances to private truckers (CFAF 300 million dubious).
3/ Profits derived from the marketing of seeds.
/ About 60,000 tons of groundnut purchased at the end of January 1975.
/ Includes the groundnut seed stockpile (CFAF 3.3 billion).
/ Fertilizer and transport subsidy.
/ Balance at BNDS, CFAF 14.8 billion. Difference unexplained.
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Annex 5

Page 1
SENEGAL
FIRST AGRICULTURAL CREDIT PROJECT
COOPERATIVES
1. The Cooperatives play an important part in Senegal's agriculture.

They were first set up in 1960 as part of a move to nationalize groundnut
production and marketing. The first objective was the elimination of
private traders. In 1968 there were 1,500 cooperatives, of which 1,200 were
connected with groundnuts and 876 in the project area. By 1970 it became
clear that many cooperatives were such small units that they could not
function without a large measure of external assistance. ONCAD, responsible
for such assistance, was unable to provide it satisfactorily and one
consequence was that the handling of input distribution and groundnut
collection became increasingly costly. In 1970 ITALCONSULT proposed a scheme
to merge cooperatives in the Groundnut Basin into larger units. The Bank
and Government agreed that a careful review of the possible economic and
social effects of such change should be made prior to any reorganization.

In 1971 when the project was revised, IDA agreed to finance the foreign
exchange costs (US$160,000) of a study of the feasibility of such a
reorganization.

2. ITALCONSULT was selected to do the work and submitted its report
to IDA and Government in May 1973. The report concluded that the merging
of cooperatives was sound in social and economic terms and would generate
substantial annual savings to ONCAD and Government. The report stated that
farmers perceived the need for such a reorganization, and proposed a
reduction in the number of cooperatives in the Groundnut Basin from 1,000
to about 220.

3. A principal finding of the study was that a merging of cooperatives
would save transport by requiring farmers to transport groundnuts themselves
(and collect inputs from) to a reduced number of cooperative stores mainly
located along existing highways or at railway stations. Through both this
and eliminating the need for intermediate storage it was estimated that
savings (in 1973 terms) of about CFAF 600 million a year would accrue to

the cooperatives.

4. The study concluded also that the cooperatives would be able to
generate additional financial resources by administering the purchase of
groundnuts from farmers as well as operating a seed supply scheme. Such
revenues would be available to pay a full-time secretary for the cooperative
and for purchasing weighing and transport equipment and constructing stores

5. The consultants also agreed that development of larger cooperative
units would promote the development among participants of a cooperative
spirit, a feature which is lacking in the Senegal cooperative system at

this time. A farm survey conducted by the consultants indicated that farmers
are interested in the idea of larger units, and recorded suggestions made

by farmers such as:

a. the cooperative secretary should be chosen from
among the cooperative's members;
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b. transport facilities (animal drawn carts) should be
made available to farmers in a more efficient way; and

c. cooperatives should have more freedom in the use of
their savings and should market basic household and
food items.
6. The consultant's report was weak in certain aspects, in particular:
a. the selection and training of cooperative secretaries

is not discussed. Presently, ONCAD selects and appoints
for the purchasing season clerks (inevitably from outside
the cooperative) to weigh produce and to pay farmers;

in addition, the report does not discuss the need to
establish an autonomous management system for the coope-
tatives or the question of how cooperatives would manage
the distribution of inputs and the marketing of their
production;

b. the savings on transport and storage costs identified
by the consultants are debatable, since groundnuts are
delivered to the oil mills over a 12-month period and
thus intermediate storage will be unavoidable;

c. financial incentives for cooperatives are not discussed,
although this aspect is the key to development of a
cooperative spirit; the importance to farmers of being
allowed to use their existing savings, now blocked at BNDS
without interest, is a crucial issue which is not addressed; and

d. it is not sure that ONCAD could reduce its supervision
to the extent indicated by the consultant. Although some
savings in personnel costs are likely, the need to improve
the quality of field services is not discussed.

7. Current Status - The study report as reviewed by IDA, was well
received by Government, who agreed with the consultant that a pilot operation
was necessary. This experiment, involving 73 cooperatives, has been financed
by an Italian loan. ONCAD has yet to report on the results of the experiment
which is now complete, and Government has yet to decide on any further action
on the grouping of cooperatives.

8. Conclusions - A cooperative spirit is absent in the cooperative
system. Mainly because cooperatives have few responsibilities and are
considered primarily as a convenient way of recovering credit and of
purchasing groundnuts. Indeed cooperative members are penalised in that
they have no control over the use of their deposits and savings with BNDS.

9. Small cooperatives have some advantages that would be lost by
merging. In particular, farmers now know each other and have some choice

in the cooperative that they join. This is an important consideration under
circumstances where cooperative members are jointly responsible for the
repayment of all credits provided to the members of the socilety.
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10. Supervision of and assistance given to the cooperative movement
by ONCAD is less than satisfactory. Farmers have many and justified
complaints over ONCAD's performance in purchasing groundnuts and recovering
credit, and although these activities are carried out by ONCAD's technical
departments farmers' distrust is carried over to ONCAD cooperative services.
Government is well aware of these difficulties and recently has decided
that in future regional development agencies should become responsible,
instead of ONCAD, for the supervision of and assistance to cooperatives.
Government acknowledges that ONCAD performance has been poor and that the
regional development agencies have a better knowledge of farmers' needs

and thus is in a better position to help the cooperatives develop.

11. Under the Second Sedhiou Project, appraised in October 1975 by the
Bank, technical assistance would be provided to 150 cooperatives. Additiomally
these cooperatives would be formed into unions of a sufficient size to be

able to afford to appoint their own staff to deal with the procurement anc

the delivery of farm inputs, and the purchase at maturity of groundnuts and
other farm commodities.

12, The success of these moves will depend heavily on changing current
policies in respect of cooperatives' financial resources. Cooperatives'
deposits (equity capital and savings) are mostly blocked at BNDS. Governmént
has agreed to review this policy but no action has been ‘taken yet. 1In the,
Bank/IDA view these deposits should be made available for investments in the
rural communities from where they are generated.



IDA Recommendations to Government/ONCAD/BNDS and SODEVA

SENEGAL

FIRST AGRICULTURAL CREDIT PROJECT

March 1969

June 1970

May 1971

January 1972

July 1973

January 1973

February 1974

Recommendations

Forward BNDS financial statements and proposed
measures to improve BNDS' financial situation

Recruit independent auditors for BNDS

- Renegotiate the project

Confirm the reallocation of IDA Credit proceeds
Forward consultants' proposals for the merging
of cooperatives and the reorganization of BNDS'

accounting system

Make decision on consultant proposals for BNDS'
accounting reorganization

Approve reallocation of credit

Appoint a permanent chairman to the project
coordinating committee

Urge ONCAD to use its transport fleet more
efficiently

Have ONCAD carry out its commercial functions
under separate accounts

Inform IDA of any decision taken to alleviate the
debt burden of farmers caused by the 1972 drought

Approve SAFS' proposals to reorganize BNDS

Have ONCAD arrange for audit of OCA liquidation
accounts

Advise Government not to cancel debts after
the 1973 drought

Consult with IDA on fertilizer subsidy policy

Annex 6
Page 1

Government

Response

Yes
Yes

Yes

Yes

Yes

Yes

Yes

Yes

No

Yes

No answer

Yes

No

Not followed

Answer at
negotiation of
Sine Saloum
Project
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Government
Recommendations Response
- Advise Government not to initiate a subsidy
on farm equipment delivered under PA None
- Ask BNDS and ONCAD to forward audited
accounts for 1973 Yes and no
November 1974 - Take prompt action to clarify ONCAD's
financial situation Partially done
- Inform the Bank of proposals to decentralize
ONCAD No answer
- Inform the Bank of its view to the findings
of CVCC No answer
May 1975 - Review the status of cooperative accounts
with BNDS No action
- Terminate ITALCONSULT's contract Partially done
- Ask Mr. Seydi to complete his part of the
ONCAD audit report No action
- Review the differential paid to ONCAD for
its services No answer

- Appoint external auditors at ONCAD in time
to audit 1973/74 accounts No action
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SENEGAL Table 1

First Agricultural Credit Project

Schedule of Disbursements of Credit 140-SE of December 10, 1975

ACCUMULATED DISBURSEMENTS IN THOUSANDS ACTUAL DISBURSEMENTS AS
OF U.S. DOLLARS EQUIVALENT A PERCENTAGE OF APPRAISAL
ESTIMATE (UP TO LATEST
QUARTER) OR NEW ESTIMATE
OF DISBURSEMENTS AS A

IBRD/IDA PERCENTAGE OF APPRAISAL
FISCAL LATEST NEW ESTIMATE (FOR FUTURE
YEAR AND ACTUAL TOTAL APPRAISAL | REVISED DISBURSEMENT QUARTERS) (1+2) x 100
QUARTER DISBURSEMENTS | ESTIMATE ESTIMATE ESTIMATE OR (4+2) x 100
1/10/73 (1f required)
1969/70
Sept. 30
Dec. 31
Mar. 31 1,201
June 30 1,519 3,230
1970/71
Sept. 30 1,832
Dec. 31 1,984 .
Mar. 31 2,512 2/
June 30 2,599 6,295 437
1971/72
Sept. 30 2,931
Dec. 31 3,028 .
Mar. 31 4,336 3,744
June 30 4,408 9,220 4,439 73%
1972/73
Sept. 30 4,537 4,850
Dec. 31 4,648 9,500 1/ 5,772
Mar. 31 4,648 5,500 717%
June 30 5,615 5,600
1973/74
Sept. 30 5,788 5,750
Dec. 31 5,788 5,800
Mar. 31 5,788 5,900
June 30 5,788 5,900
1974/75
Sept. 30 5,788 6,000
Dec. 31 5,788
Mar. 31 5,788 967
June 30 5,788 100%
1975/76
Sent., 1IN 5.950
Dec, 31 6,000 100%
Closing Date 12/31/72  3/31/7%4 12/30/75 3/

1/ This amount included a loan of US$3.5 million (584-SE), which was cancelled in July 1971.

2/ On the basis of US$6,000,000 corresponding to the amount of the credit after cancellation
of Loan 584-SE.

3/ Closing date postponed to June 30, 1976,
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SENEGAL

FIRST AGRICULTURE CREDIT PROJECT

Appraisal Reports -

ITALCONSULT -

Societe Anonyme Fiduciaire

Suisse -

Commission de Verification

des Comptes et Controle
des Etablissements
Publics

I3RD -

Consultant

M. N. Quang Nha
(Consultant)
11.30.1973

BIBLIOGRAPHY

First Agricultural Credit Project - December 24, 1968
Second Agricultural Credit Projezt - June 4, 1973

Sine Saloum Agricultural Develcpment Project - May 5, 1975

ONCAD Reorganization Full Report - September 1972
(a) Summary

(b) Synthesis

(¢) Structure

ONCAD: Merging of Cooperatives - May 1973 - June 1974

Technical Assistance to ONCAD ~ May 1975

Final Report -~ July 1975

Rapports Particulier - January/April, 1974

Rapport Special - July, 1974

Senegal Agricultural Sector Survey - November 1575

Review of Italconsult - Report on ONCAD
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ANNEX C

SENEGA L

AGRICULTURAL CREDIT PROJECT

BNDS - Farmers! Capital Account
(CFA '000)

1. Social Capital (CFA 1,000/cooperative member, amounting to a theoretical

total of CFA 245,63L)

Actually held by BNDS

Account 1001 (managed by BNDS) (60% of SC) 147,380
1

Account 4971 (managed by FMDR) (0% of SC) 4,287

151,667
2. Commnal Investment Fund (credited by 1/2 of the excess
of cooperative earnings, to serve as additional guarantee 988,546
3. Communal Development Fund (credited by 1/l of the additional
cooperative earnings and at the disposal of the cooperatives
for investment) 207,532

|
1,347,745

1/ FMDR: Fonds Mutualiste de Développement Rural

Source: BNDS



