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i. OBJECTIVES

The abjective of thigs report 1s to eiaming the results of the
first two years of operation of the Busrankese Fund Frogram, a
part of the Cooperative Training Component of the Mationat
Cereals Program.. The preject is being executed xn the montent of
LSAID/NIGER s Agricultural Producltion Support Froject. by the
Natinonal Cooperative Business Association (CLLUSA).

The proyect officially began 1n Januwary 198BS, and has a life of
o years. Froject. activities heasn tn Marech 193%, and loan
3ctivilies began 1n October 19835, The time periocd covered
in this repart falls between March 198% and February 1987,

The report wnll pramine the w1nitial poals of the project, as
rfesigned and presented 1n the first consulbant’ s
repnrts (Fattinson, 1784 and 1785, it will then look at the
charges made in Bhe field Lo khe original project  desian and
drtarl Lhe activities undertaben 1o project implemnentation.  The
concrete resulits of project activities will he evamined. done and
the problems encountiered #Fong the way, and Lheir solutions, will
he discicsed, Fimalle, conclusions wiltl he drrawn andl
recommendations for  the fubthwre directicn of guarantee fund and
rural credit activikies over the balance of progect tife will be
praesented. 1t is hoped that the recommendations will give =ome
Jirection tawards the steps to be taken o enswe continuance of
Ehe rural credit activities with cooperalives in Miger aftsr the
11 fe aof the prioject.

v

IT1. INTRODLIESTION

' t

The 1984 redesign of the USATD Agricultuwal Production Suppos b
Froiemct 'APSY included modified cooperstive bLrarninmg  and vnpoh

gl y compoenenta. The two components hard as A grnal "to improve
the economic  well Bkeiny of the MNiger snall former throogh e
revibtalycation of the cooperabtyve mepvement,  sentailing Lhe
transfer of authority to this system 1neluding 1Lls input spply

and marbeting components Lo 1ts members aml ther preparation and
=h11t development  to discharge Floas aokhoer by, " CLUSA Prooasal,
Movembsr 19841). .

One of the 1nitial objlectives of the Input Supply Component,
which provides technical azsistanace to the Centrole
d’Approvisionnement (CAY ., was Y...to develop a credit mechean sm
hased on a hant guarantee fuoid  that will enable cooperalives 1o
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pay cash for seseonal inpats.?{ibhid.r Ol 0h)@ch1vg5/cmhﬁ%rnéﬁ
the Lratning of ceoperative leaders in the otilicrdtion of bhe
rrovb b covstaim, and continued Lachnieal nsststance btn the
Lerapen Al oves for the management of bLhe rredit gsystem.

In 1984 an Implesmentation Flan for the Boricul tural Inpot Suppely
Component  was  prepared by lan Pattinson(Fattinson, 1984). The
first of two major grals of that component was "to 1ncrease
rfemand for seazmonal inputs through the introduction of a funding
mechanism at cooperative level, 500 relieving a major constraunk
to GM/ f ar mer arcess to inputts. " (Fakbttinson, 1284, p.2).
Initially, then, the guarantes Ffund progranm was conceived to
provide credit to cooperatives to enable then to buy inputs fraom
the CA and thereby contribute to Lhe financial viabiliky of bhe
CA.  Attendant on this objiective was the goal of convincing the
conperatives . through therr euperience wn BEhe funding mechan sm

"to proceed to khe mutual furdirng  phase to capitalire
cooperatives and Hhus  provide bhe basis for the shareholding
subscription capital to the Central Cooperative  Sapplv

Company. " {Fatkingon, 1984, p. 9.

In 1985, Ffurther revisions werg made to  the Input Supnly
Component by Fattinson., 0Onep of the terms of reference instructed
him to "re-etamine and mabe recommendations on the scope of the

(E=Y= of the conperative fruids quaranteed by the
project. " (Fattinson, 1985, p.1). This <stuady wernt inlo greabes
detail CONCErmIING the actual structure and  furnctironing of

the quarantee {fund prograsm proposed as parkt of  the ITnpub Supply
Componeit.

The initial goals of the guarantee furnd progras——to provide
credit to farmers to buy  aagricultural imintks and to genarate
capirtal funds which wowld enable Lthe cooperatives to purchase bhe
stwch of the CA——while. laudable, were not economical ly feasihle
for & number of reasons.  Given  the gnvirvonment and history of
fertilizer usage and siberguent  yvields, 1t is nobt | ebhvious bhsb
loans made to purchase inputs sweh as_ fertilirer cap generate bthe
zash flow nesded to repay the losns. For a fMall  discassion of
Lhe insues CONCErTT Mg the Tnput Supply Component  and
recamnendatinons for redesign, soe bhe Gaevey FEeport, 1786,
[} -

When ihe technical agsistance Feam srreived in bhe field. wn Harch
1985, it war derided that the guarantee fuand progeram®s qoals were
nat fullv appropriate. and -that the prograne should  be geared
tewards the overall project qoal of assisting the cooperatives in

thger to develop nto wviable bosiness  enterprises. Simply
facilitating access Lo farm 1npubs was nol the ideal, foranla.
Rather, the rredits made available under Fhe:  blanket of the
Juaranbtes’ funds would serve to finance a wvarietvy of

income—enhancing activities in the rural aress, some of which
miaht be related Lo agricultural activities, and others, Lo

economic  activities Ehat woald generate profits for the
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crooperallves  and  enable  then to develroy a  sonnd finsncial
sttuation. The guarantes futd program was  therefore attached to
the cooperative traitning comparent.

G major part af the oredit  process, 1 the rural content,
consists in providing adequate btraining ta  the users of bthose
credits, The credit training would be incorporated into Lhe
general training activities of the component, making for a more
coheraent ftraining program for cooperative members and enabling
them to manape a&ll aspects of their business activities.

These changes wers formalized in a Froject  Authorization
Amendment to  the AFS FProoect, signed in April 1985 by the USATD
fiission Director. The document noted that the guarantes fund was
ariginally part of Lhe input supply component but that the chanoe
was made fo enable "cooperative members to benefit from training
and  experience  in  development of Jpan reguests. relationships
with banks and management of credit."*{USAID, 4/T1/84, p.4). The
document {further defined the new goals of the guarantee +fund
program which are to" (a)provide a eechanizm to  supply credit te
the cooperatives for the financing of economic activities; (k) to
develop & rural credit svehkem based on the private and commercial
bant 1ng system; - {c) provide a credit wmechanism Ffor purchase of
agricul tural inputs if the coopasratives determine that this 1= an
aptimal use of bheir credit capacity."{1bid.'.

The activities of the guarantee fund arogram, as will be exposed
beloe, are baswed o the above . goals. In order  for  the
coaperative movemenh to become viable, the cooperatives must heve
A raison d’etre. This 135 to provide services to its members. In
order for it tec be able to provide services, 1t must function as
a viable business enterorise.  The coweerative =zhould be managed
by 1ts aembhers and ghould engage in activities that generate
nrafits which rman e plowed hacl into kthe boisioess or disbteilioabed
s dividends tre the members. Orly i thse caoperative can
istablish iteelf an a sound  financial  fanking,  wikh ffs own
aplkal fuande  and reserves, and wikh a soud a@nagement, caro 1t
cunctiaon adequately and marntain an intarested and mobivated
smhershn. '

v allowing the cooperalives to choose the ecaonoome acrtivities
1tk theye deem  appropriate for therr - own devalopment, bhe
roject mnsuwred  Fhat bthe cooperatives would pacrticipate from the
“art 1 the conception of project - ecbivities. Rather than
wimgy activibies imposed  from ihe exterior, wsuch as  Lhe
andoned regurement that oredit be wesed to puwrchase farin
puts, cooperative members chose the activities they 21t
uld worhk in their zone and were bhereby  the primary actors in

K decirsinn—maliog Process., This qQave Ehem primary
spansibility for the choice mane And subasaguently,
-ponsibility for the functioning and outcome of  their

1S|10NS.



BEST
AVHILABLE

The ohascbives aof the aclivaties chosen wers to  earn money for

Fhee crmvina whaive  and provide  services to tbs members.  The types
oo T it eventoally chosen by the cooperatives ranged from
gratn and nnion marbket inyg, ko cooperalive stores,  herd
reconstitution and cattle and sheepn rai=ing. Other activities
1nctude village . phérmacies; collective fields, seed

multiplication and garlic and other garden producks marketinag.
Some of these activities. .such as grain mar leling., are directly
related to agricultural activities in the classic context, while
others, such  as cooperative stores, lie 1n other economic
sectors. The common thread is bthat these activiltbies are means of
generating  rural —sector incomes, drawng an the resources
available, and serve as a development toel for the populabions
concernsd.

One of the aa)nr problems encountered by the riral populations in
Miger is  the lack of credit tn Finamce rurael ectivities, whebher

Aagqrreul fural o other. . Tz official rural e b
ingtitubtion——the CMCA --crased ocredit ackivibties in 1233, due to
1ts disastrous  finmaneral s1 btusation. if the GON  accenis the
rapeatert recommnendablons of 1 tesmar commnity, this
institutiorn will be closed. I Fhe interim, {the sowces of

credit to the ruwral  sector are limcbted  bto Lhe moulbiple and
diver se interventions of different cdevelopment projects in Mrger.

Im en effort ta provide .a more comprehencsi /¢ soalubion e Lhe
saredilt ) dssuve. the credi bt component of USAIND s AFS Projech wag
hased an 3n 1amovative  1dea: to  uvduce khe griveate commercisl
banking syslem teo participate in  the +tinancing of the rural
csector, Since the ruaral  seclor 1s not a sector  in which
conmet cial banks  normally onlervens, some inducement had to be
found, in erder to canvimce +the  henle ko parfticipate. This
tnducenent woul o bhe a guarantee {fund, deposited with bee
participant bant s, thereby 2liminatinn fhe credit rist duwing 1he
initial phase ~f the program.  Thoogh the gnar antees fund prooréen
wowld oot reach all khe cooperstives ip Nugar, ik wonld ascist
thase  benefilting  from project  1obesvent ion. TR wewle be A
contribution towards the soloatione af the peabidles of  Fural credit
avallabril oty in thger, and, if svocescfal in Miger, bhe foreala
cauld easily be applied bo-gbther mombries in the Sahel facing
Frmilat oredit problem. ’

4

At the same btime that the guarantee fund progr am was sbrwctared
ter provide  a parbial  colution &n the credit problem, it wowld
2lsce be servimg A valuabie  trsaning functione for cooperabive
membiers, This traintmg would be part nof the global  braicng
Activities-~-the mayer thitast  f the prﬁJECf“—gEﬁredh towards
development a cnre nof managers at  the rooperalive  and 6M level.

Worbirmg with a commercial banl repires & certain degres- of
sophistication: coredirb requests  anest he  proecenl ed cohecendt o,



wikh  feasibitrtv  studies asunporbing the Fiogweres: ant acoownbs
must he opened and efficiently operated; filez gush be mainla ned
hy the cooperative customers; and——most topor bankly——credits musk

' Sabaneaed e a timely  manner. fll  of these activibies
require intensive trawning, when dealing with rural farmers who
have had Tittle aor no experience with commercial  banlting

activities or management of business enterprises. The emergence
0f a trained population of cooperative leaders and members is one
of the major development goals of the prozect, one which ensures
survival of project activities beyond the funded life of the
praject. This goal is As  important as  that of actual
availability of credit funds.

The operation of the guarantee fund i3 2 simple wrocedure.  The
guarantes fund consists ©f monies physically depasited into a
time deposit at the participant hand, and blocted 1n favor of
that banl., accarding te the terms agresd upon and formalized 1noa
financial agreement. - These funds serve 25 a cash cnllateral
gunaranter to the bank arnd enable 1k te male loans withoob
incurring any financial rishk. In case of loan defauit. the ban!}
can reimburse 1tesel+ by dehiting the guarantee fund account,
arcording to the gprocedure establ1ished in the fimnancisl
agreament. This ie not an operational account, unless the
guarantees is called, buk an interest-earning Lime deposit.

Anoiher furmla would heave been Lo use a l1etter of credit 1 soued

by USATH. Mo physical funds would be involved, only a lebber i
guarantes from USATD which would stiouvlste payment by HSATD ik
cace of loan defoult. The firerak formula wae chogen bacauss nf

the aoppor-tunity  to earn interest on funds on deposit with Lthe
banb-{a fuller discussir10on of the interest iscue follows later).

Boccording to the finmarcl al agreement negoriated and presentiy n
Rplacelsee attached appendiv), the banl can  indemnt Fv 1bhsel f oonly
after & defined period of time and only after having gone bEhrowgh
a nrocess of loan recovery activibias. The agresment slipulates
thal oree & Toan  1s declared byithe benk ko be in defsult, the
banl can debit the gquarantee fund six mogrths later éind place: the
amisunt inte & reserve accounl {for ancther sid sonbihs. Do inig
these additional sy amantihs, the récover v process continues. Tf.
at the end of bhat period, the loan has not been repacd, Lhe bant
can’ then indemmify 1tself. If the comperabive succeeds 1 mal ing
subseguent repaymente, Lthezr ~mounte will bhe reElntoegrated into
the guarantee fund accovnt.

The auarantes fund account enerales SW 0 annhival interest on a

]
quarterty hasis. The  interest proceeds are credited Lo @
separate account, which is a calamty Jfund Afor  Lbhespartipant
cooperatives. Jse oaf the calamity funds are defined ynn an

appsndix to the financaial agreement, and limited to needs arising

from natwal disasters, such as drought, pestilence, bush fires
or ther calamlous evenks.



The guarantee fund., as presently stroctured, provides the bLanb
it I00Y% rish coverage. The rabtic of cooperative loans to
guiatl antze fund coverage is 89X, to tale into account an interest
provision of 11%(the annual debit interest rate charged fto the
cooperatives). This 1s an 1mprovement over the 80X credit limit
originally proposed in  the 198% Fattinson Report. This ratio
tabes into account interest accrued on loan capital, and is
common procedure for commzrcial banks in a guwarantee situation.

It should bLe noted abt this point that the bank dnes not on—1end
the grarantee funds on deposit. Such  funds  are completely
furaible. The bank uses its own financial resources to lends
for erample, its deposit base. borrowings from the Central Bant
or interbank placings. Guarantee funds are nobt loan funds, but
constitute & separate account to.hbe used only in case of dloan
defanlt.

III. GUARANTEE FLUIND FROGRA&M ACTIVITIES

(A The coaperative loan advisor’s first task upen arrival 1n
country was to make contact with | the commercial banks that had
expressed interest  in the guarantee fund  program duwring the
design stage of the prnjeét. Citibhanlk, BICTI and the RIAD had
expreseed & willimgness to continue discussions concgrning the
program.  Foblic bant s (CNCA and BDRM)weres not contacted initialle
it view of progect  desidn, which stiponlatbted 2 proaram ko be ron
through the private, versus piiblic, cammsrcisl banking system.
imitraily 1t would not have been poswsible ko woel with Ehose
instirtutioneg, since the CMCA is  kechnically banbrupt and has
ceased all gredikh | activities, anid ble BDRN is  currently the
subject of & BON/World Bank restructoring plan. It mav, however,
be poassible to invalve the HBDRN ak a later date. This 1ssue will
be di=zcussed 1n ancther section of ths reporid.

The major criteria 1nvolved | in the ,1nit{a1 salection N B ]
participant bank for the initial stzge of rhe program was bhat LF
have a brench  system in the interior of Lthe country, =iocs
the project has netional coverage. Cikilrant  and BICI  arse
localized in Niamey, have no.branches and have relatively smatl
stafta. it was not feasible to choogse a baolh that could not male
credit available in khe mainr productive arges an the interior of
Lthe country. Only the BIAQ and the BDRN  have a  hranch system,
therefore the leogical choice for the first participant banb was
the RIAD., due to ithe BDRN"s restruciuaring  program  and the
reluctance of that bark, when contacted, to participate in the
quarantze funtd program until  they could oxamine the resulis of
its first +two years of operation. The general management of the
BIAD displayed an enthusiasm and a committment to the program, as
part of 1ts leng range goals  of stending 1ks rural sector
invelvenent at a aeaswred and well-struactirad poce.



A/ financial agreement was drafted and negociatlter belween the BIQD
T Mational Cooperative Businesse NssociationdClUSA).  This
i tnai defined the functioning of the guarantee fund merchanism,
detailed the responsibilities of both parties and made provisions
for other issues. The agreement. was finalized and signed on
October 7, 1985, by the two parties. An initial deposit of
H100, 000,00 was made to open the guarantee fund and converted at
the rate of the day to 44,7300,00C¢ F.CFA. This sum had been
plared into the first vear®s operating budget of NCRA by
UsaAID/Washington to facilitate rapid start—-up of the project,
realizing that if funds had to be reguested in the field for
start-up pwposes, that administrative delays would retard
project activities: For that™ reason, NCBA was the signator of
the first financial agreement with the BIAD, and not USATD/Niger
or & host country institubion.

The actual budyeted amount for guarantee  funds over the 11fe of
the pregect $2.87 milliorn. The first spventesn months  of
loan ackivity have used lessthan 50,000,000 F.CFA nof cunulative
qilarantee funrg, aned  to date, the loan cutstandings have been
ju=t below the amount of the original guarantee fund depesit.
The imtial estimation, then, made by USAID /Niger of &
FROO0,000, 00 limit on guarantes funding for the first two years of
project life was reascnable, but wonld have been euwcerded had the
cooperabives continued to choose gratn markebing as an activity
as did the first three cooperatives to take out loans. Marletina
activities require a higher funding level than other sharbk term
activities, with grain marleting Yoans averaging Z.000.000 F.CFA
per cooperat)ve.

Basad on an early set of projections, a request was prepared and
asubmitted to the Minisbkry of Flan for 256,700,000 F.CFA{]less than
1l million at the time the raguest was madey o be drawn {rom
courterpart funds  and deposiied into the guarantee fund account.
-This reouest was made in NMovember 1928% subsequent  to a decision
v USAID/Niger. not to fund the guarantes, fund accoupt directl s,
but Lo draw the ponies from logdal counterpart fands. This woold
enable - the project to shirt the risl coverage issue, which wnll
be riscussed below. The counbterpart fonde were deposited by bLhe
Mimistry of Plan st Lhe BUAD on Fehruary S, 1987. However, {or
the sake of this report, onlv the borrowing sctivities covered bos

the initial guasrantes fund deposi b 100,000, 30 wi1ll be examined.

B, Congurrent with the neguciabion of the finencial agreement,
soveral 1Esues  enaerged COaRCerming .8, Treasury Departmenl
restrictions on wuse of government funds. The first concerned the
earning of i1nterest on government funds, and the second concerner
the 100% coverage of lpoans by the guaranieoe fund.

U.S. Treasury regulation TFRM&E-8050.7T0 requires khat all interest
earned on LS. government funds be retwned to USATD.  REDSO
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tegal cunnsel was consul ted upon two ooccasions concernaing this
malter. The eventual ruling was that since guarantes funds were
i ! i the GON and were not desbined Lo revert to USAILD, and
s1nce Lhe funds were immediately - -converited 1nto local cuwrrency,
that the above-referenced ruling: did not apply in this case.
Memos From Alex Newton and  Wayne FKing, REDSD - legal counsel,
exist to that effect in ADOD/USAID/Niger files. Resolution of
this guestion mads it possible for physical momes to be
disbursed and deposited, thereby earning the interest payments to
constitute the Calamity Fund account for the cogperatives.

€. The second issuse concerned the level of guarantee coverage of
loans to be made. One of the thriee recommaEnrdations, inserted in
last minute discussions at’ Uspai/Washington corncermning  the
quarantes fund program. in the Action Memorandum prepared for the
signature of the Assistant Administrator for Africa specified
that USAID prolect funds not be used to guarantee 100 % of the
loans to cooperatives participating in the progam.  The reascorning
behind this stipulation was Pbased on the ®rronsous premise hhat
if local commercial hanis did not . share in the risk., they
would not be really committed to the program  and would simply
rrely on the gquarantee fund to make them whole in  the event of
loan lass.

However, it had bheen pointed put in the original project document
prepared by lan Fatbinson(1983), that though local commercia)
bamks ware 1nterested in  the project., they were not prepared to

tale any rist in the zarly . stages of bthis untried program of
tending to coonerative farmet s in Righ risk, rain-fed
agrrcultural regirons. Standard «commercial  banking principles

stress the mitigation pof rislk as much as possible. Commercial
banls are Jirnancial intermediaries and not raish takers. In
start-up situations of any hind. commercial banks are not willing
to accepk any risl,. regardless of the financial surface of thae
cust omer ., Fully guarantesed lending is preferred even i{ the
custamer is on the Fortune 500 list., T future projects of Lhis
type are to be run  through commerciral banks., donors shooledl
tlearly understand Lhat full garantees will  be renuired in alt
start-up =1tuations.

Tn the case in point, the RIAQ agreed to consider accepting ~0%
of the credit rish after the firskt ftwo years of program 1ife.
Therefore, it vcould be argued that project funds were not heing
uzed to guarantee 1004 of project laoans, but only over a hwo year
period, and the final  two yvears would see loans only partially
Juaranteed. Agawn RERS0 legal counsel was consulted in July
1985. and he decided that a modification of the recommesdations
was in order. After concurring with.the parties responsible for
the addition of the recommentation 1n Washington. he -concluded
that "a& deletion of ithe requirement for two yaars only
constitutes & non-substantive amendment to the project. and that
DCA 140, Revised, empowsrs Rim[USATD/NIAMEY Mission Director]
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to malte such ammendmenks wi bhout AA/AFR approval . He drafbtoed an
action wmemorandum  fowr bhe signatuwre of  lhe Misstien Director
sArnling . the  project authorization to pereit 1007 guaranlee
fuding up to & limit of $200,000.00 over the lirst two years of
project life.

Since continued funding for the guarantee fund account - will come
from laocal counterpart funds, this issue will not emerge again.

D. nce the major issues were reselved. project  training
activities proceeded, and the dnitial cooperatives were chosen
for participation in -the program. The technical assistance team
did not and does not choose the cooperatives which participate in
the program. They are chosen by Regicnal Ceoordinating
Commi kteprs (CRC), which the project has established at the
depsrimental leve]l, These committees arg comprised of member & of
the technical serwvices from the Mimtstrv of Aoriculibture and obher
mint stries. as well as  the regions}l cooperative wunions. Thase
cammi ttees were provided with a set of criteria drawn ap By the
consultant, and cooperatives wers chosen on light of the
criteria.

The four majlor criteria, nut of' a teta]l of twelve, are: 1)
ehistence of economic peoternbial  in bEhe mracro-rogion covered b
the conperative; 2y a good credit hislery and  an acceptable
leverage situation; Y onm major ecraflicts wnternsl o the
cooparati ves and M tm be sitoated in =& senss wikh other
conperatives in close j(uwotimity so az In farilitake mrogram
HpANSI On .,

Ornce  the cooperab:ves wsre chosen. economec «chivities were

selected by cooperative menbers, feasithility shudies were
undertalen, hanlt credit reguests prepared  «nd  comprebensi ve
training programs provided to cooperative menbers designated

hy the cooperative Lo manage and/ot- supervise the activities,

Full details of training activities will oe found gn the report
pPrepared by Fapa Senedi?984) ., and  will not  be discussed here,
encent to  the eintent thak thev relabte direcktly to the activilies=
of the guarantese Jund progranm. Ta  sumaear -, the project hired
an  dnrfial twelve Crainers., Former sqgenhs of  the defunct
cooparative service of the Gl . These tratners,  Jater
supplemented by  an  Aaddibional forbeen mepnhoers, ware  glven
intensive theoretical training in the apprusch and methodolog,
utitlraed by the project. Anather parl of Lhoir braining was
in=field, living 1n the cooperatives. This braiming consisted of
lLavimes aut  the project  approach and bringing bhe cooperative to
the point of choosinag, organizirg and  implementing an @conomic
activity. This consultsnt’s rale in  the teaining activities
included theoretical training B L ONG in bant  accoint
managemant, banbk operations, the elaborabion of feasibility
stedies  and  pro—forma profit  amd loss staiements. ond bhe



composition of  banb credit reqguests. M1 of These elesments wira
firl lowed by in-freld supervision «and conbinual revision. Several
periadic training sessions for perfection of skills were hold
cete e o vear  periad, and fine tuning  was done o various
aspecis wf the program.

These traimers were responsible for guiding the cooperallive
members in their banting and credit activities, transfering their
skills ta the cooperative members and serving as consultants to
the original cooperative once they had moved on to another nearby
coGrerative, The trainers  usually accompanied cooperative
offirtals Lo the bank {for account oopening procedures, For
recetving loan  funds. and  for the very first rmeimbursements or
deposits to the bank. They rapidly shed this function., however,
r= cooperative aofficials acouired the necessary sbi1lls
themselves. This will be discussed in depth fo-ther on.

. Onrce Lhe cooperatives head recelrved functicral trainng in
maragenant and  accounting, and Lhe prepsrations had heen made o
DeEgin the activity chosen, bank lines were negociated with the
GrAQ. The cooperabtives prepsred bsob  credit dossiers which
cantained 1nformation on the amount, type snd teror of the loan,
aeneral hackground on the cooperative, inclwding 1ts credit
histary and detzile of ks foroer economic activities, a
descripkion of  +the proposed - investment, a presentation of the
frrazibrl ity =tudy  and the pro-forag profit and loss statement,
and a conclusion,. ~ Theoe dogssiers were puamined by khe
Conprrative l.oan Advicor, rdiscussed  with the trainers, who mads
severdl revigsians to Bhe decumsznits,. snd Finally presented o the
RIAD. Fine) responsibility for acceptance of credit requests
Ii1es with the BIAD. The role af the mirajeck 18 ko introduce the
dasseiers and certify that the cooperative regquesbing the loan was
worting with the Comnerslive Traimning Component.  Once the bank
had approved the request, fands  were made avallable to fhe
conperative, whnah  sent an 1t delegates to collect the monos
And make whahever murchasps wWer 6 IPCEESAFY. Far a oreditbt Lo he
et fectr vely pul  info place, the banl reauicres a Tetter gignecd by
Frnz Tooperative Loan Advisor stating the puerpose of ihe credsl,
the amonnt and repayment  Jdate.  This 1w one of the stipulatiors
of Lthe finsncizal gareement signed between NOBA and the BIAD.

hise wrocedure was Follawed 1m all ke Lranches of the BTUAD in
the wnterior  of the country.  Several af the branch maragers and
the genoral maneger. the manager al bhe credit department and Lhe
manoger of  the operations department vigited a number of bhe
caoperatives praor to making Yuans.

Sa
F. Traiming given to project brainers and later, to coopgrative
memhers {for opening and managing hant accoonbts.  Bank account
apeming procedures entail  f21%1ing out 2 pumber  of  foros and
presenting the required  documents, The cooperatives weroe
reqlired to pressent their gtatutes, whtrh  &arere on file in the
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affices of Lthe regional cooperabtive aodon. They had boo 21 oo
ki fy Ehe banl of the aithorized signatuwres reruired to eporale

Ly werank . The cnoperatives. in oeneral assembly. choose bwao,
somelimes three,. persons mendated Lo have full powers {for ban
accawnt and  credit operaticons. A farm was prepared which

was signed by the =zianators and by the meabers of the cooperablive
koard of directors. who abthorized the designated persons to
act. This document was then legalized, or noetarized, at the
tocal "sous—-prefecture. ” Once these two docunents  were
available, the account was opened and Lo loan pubk into place.

The schedule of cacoperative account openings is as follows:

COOFERATIVE DEFARTMENT BIAG BRANCH DATE

Birmi tolondia M amey ) M1 amey 10/85
Goube M1 amey Mi amesy 1085
blag o M1 amey Niama=y 10785
Chadal ari Maradi Maradi =/96

Detyi Marad) Mar adi =/86

Dan Heri Maradi Maradi /896

Do _Einder Zimier .5/786

Dan Barto Zinder Tinder 5/86

Tibiri Mi amey i Ay S/86

Foukauzown Takhou.a, Tahoua /84

A1 anhounow Tahrmua . Tabicie 4/856

Tidant M1 EmeEy M1 amey &84

Babaon Onime Maradi - Marad? 10,86
Guassel bodl Miamey Miamey 8/84

Famale Mitamey - M1 amrzy 1,87

Trmroro Maradi ; Maradi ) 1/87

Hamdallayve P Aamey i aunew /87

Tamast g Tahona Tahoua

Samrj . N1 amey Niamev 1787

Pargol . M1 gmey N1 afey t

{The rcooperatives with no deates . have net vet  opened thewr
Accounts. but will do so shorktly, once Lradinung abk Bhe village
1ewn) has heert completed.) -

The cooperatives enecuted a number of different Lypes of econom o
activillies, not  all of which required hank financing., Activibie:s
such 2 seed audtiplication. collective fiaelds, the sale of
agricul tural inputs, did nob wEirblize beent fonancing, but ralhsye
un resources already found  within or  without  Lhe cooperat) ve.
Other activities, such as anLen wmaitt ekting and Frearid
reconstitution, did not benefit from auarantee fund credits, but
received loan  funds direckly from the orojiect investment fund.

These project loans were, however, structured =5 if  they were
Tvans fram khe BIAD  and the beneficizries woare nolk aware oOF theo
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Erue source of Funduonag. Thie report will ewamine only Those
activities which wore financed by loans extended under bhe
coverage of the auvaranbkes fuand. oo

Ten different types of acbivibties during the first phase of
praojectt life. can be identified, In order of importance of
fregquence they ares 1) couvpéerative storm, 2) collective fields,
TY.sale of agricultural tniputs, 4) miltet marketing, '

I) cowpea marbeting, é) seed multiplication, 7} onion marketing.
8) herd fattening, %) herd reconstitutbtion, and 10} firewcod
marteling. These activilties were undertalen 2ither singly or
juintly by the firsk fifteen cooperatives benefitting Ffrom
project intervention throwgh the end of 198546, Those cooperalives
were  Huend Falondie, Wagou, Goube, Tidani, Guesselbodr.
Fone-Beri, Tibiri, Roub ouzaum, A cuboursot, Chadat ori, Debi., Dan
Leris, Droum, Dan Barto and Baban Anne.

loan activaty canm be summarised az fol)owse
MTHILET MARFETTRHG:

Birni Folondiar Z.465.900 FLOCFA

Waooa: 2.724.800 [FLCFG
Gouabiy 4,974,000 F.CFA
Foud ousoum: 15000000 FOCFG
Totad s 1E. 044,600 FLCFA

HERD FATTEMTHG:

Dan Barto: F.RET.000 F.CFA

~ [l

CONPERATIVE STORES:

Firm: Frlondies LT TR & T L S ol i £ 3 .

Wago: . ROG. 00 FLCFfA '
Frojamis LEOLO0D FLCFS . i
Dirrowm: LN, o0 FOGEA

Chadakori @ 1.000_ 000 FoCFS

Delhi oz . 755,000 [FLLFG

Dam ey SOS. 00 Bl CFES

Geaabe: I T BV L TS S e o 4

Trhirs: .10 FOCOFA

Roudt nuzoioms: 1.000, 0 = CFG

Total: .0 o0 FOCFA

RTECE MARFETTMNG:

Famales: SL.800,000 F.CFA
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CIMPFEA MAR ETTRG:
Dan Larto: 4,000,000 F.CFA
Dirouam: 4,000,000 F.CFRA
Dan terid: 4,000,000 F,.CFA
Haban Annes . Z.200.000 FLOCFA
Total: 15,200,000 F.CFA
GRAND TOTAL: 47 .930.4600 F.CFA

The nlobal mess of credits made wunder coveraae of the guarantec
fund excerded the total amount of  the auarantee  Fund, which wes

A4, 300,000 FLCFA. Hokwever, at  no point on time has the tntal
amerunt of- mredite putebanding enceeded Lhe  ament availasble for
caverage by the guarantees foncl. Thie iz doe b the incomton
reimbursements on Lhnss actrvibies fFinanced by a line of credi b
and  quhsecuent?y Fewmbursed in full, e=uch =25  the cowpea
mar | 2ting, herd fabbering ard mil et markeling {(partial

vepaement ),

B0 datly update 1e lept on loarr metstandings agadnst guarantes
fund depoesitis on order ko ensure bhah Lhe Timil is  nob excecded.
A Aocuments is deown 1n appendir which rdetarls tho anovements in
Ehe guaranles fund accrnunt. A sumimsry of khel st atement sliows
that, a2 f date of witing of Ethas repert, guarantes func
availabiliby g 7,418,555 F.CFA(Lhig  does nah kel = into account
the 756,700,000 FLLCFA in counterpart funds received on Fehruary

[ Yot

H. 1737, in augmenkation of the guearantes fund accounb).

Mye cre rent situaticom raf the guAararnt e fund account
follows{February 4, I2&7):

TOTA EHIGRAMNTEE FLRKDS ad, TN, 000 FLOFA
TATAL | 0ANS MADE: AATCIENLLLOEF LM
APGEIT RFESERVED FOR OIMTERER COVERARE:: TALATILO0N0 FLOCFA)

AMOLMT DERTTED TO COVER MTIETT LO0AS

TUTSTANDING: (1. 619,70 FOCFA)Y
FEOUOUZOUM REFPAYMENT : . TS0, 000 FUOFA
DAM ROGRT REFAYMENT = TLTETLO0N FLOOFA

3

FTRMT FOLOMDTA REFAYMEMT (FARTIM D 4.194.700 F.CFA

LAGON REFAYMENT(FARTTAL) » S eR. 8% FLOFN
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BOLBE REEAYHENT AR [ALY 2 o7, 000 F, 00
NAN RARTO REFAYMENT : ’ B0, 000 F, OFA
DRULIM REAYMENT : . 4. 000, 000 F.CFA
DANM FERI REFAYMENT: 4.000.000 F.CFA
BAKAN ARNNE REFAYMENT: . 000,000 F.CFA

TOTAL REFAYMENTS: 25.541. 480 F,CFA
NET AMOUNT OF GUARANTEE FUND AVATLABLE: 7. 655,481 F.CFA

Theze figwres show that overr the fi1rst sicbeen manths of lending
ackivity, E5.1% of total loans made have aleeady heen repard.
However, tobtal loansg inclodes 2.001.0% F.CFA in overdrs aft
facilities, which are permanent and revoleing facilities with no
renasment date. O+  fhe Eotal lines of credit owith definite
repavment dabtes, 28.929.600 F.CFA, TH.241.440 F.OFA, or &R. 0%,
has been reinbursed, wikh only 12,788,140 F.OFA,  remaining
autstanding. Thece outstantdinos are wmoszstly due to  the first
thirea loans f o miltlet ropmercialiration 1n khe  Miamey
department., '

MULLET MAIREETING

The cooperabives chose this activiby since the precesding year
h=ad zeen drought-1indaced prvees an ta 12,9000 FOCFA per geak of
100 Lilews of mitlet. The cooperatives not anly wanted to assure
& mupply of millet at  btre cooperative level to  avold the
My sestrous situation they had  recently esxperionced, but al=o fo
malte a profit on the sale of the ml1let. The ferasibi ity sturi e
carried ot indiceted a f1oor price of ahopt 10,000 F.CFA per 100
bilo sach: Ehig ceamned woasonabis in liah* of the prior vesr =
sittuation.  However, no ane Led expected bhe bountiful harvest aof
1985 and  the subsequent crash of  arbiel aricest on the Toral
marbets, in some regions as  low  as  C.000  F.CFA per 109 Lol
sark. In the Hramey reaiony  the price stabilired abt about 5, 000
F.CFA.  The offect  on the cooperabtives®  marbeling wfforl uns
disadtrons, since the aradin khey: had shored Deoc.ane prohibit vel g
MRS VE . MNevertheles=, cooperal ive . memnber s cdecided  to
repurchase The saclts Lhey had =o0ld e the coonerabive ragarel ess
nf the price. Each member had, praooe bo bhe s:)e,  merbed bis

name o the sacl; therefore, 1b was easy 1o cdeoli fy rne’e =ack
and repurchase tLoon order 1o allow the cooperative to repay Lhe
tran!  loan. 3

Thies effort on the part of the villagere is an indication that

the project is achieving its goals. Comerattve menbers have
made conrenbrated offorts bo repay a band credit, sven if it was
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to their firancial disadvantage. The cooperative members i1n the
three cooperatives concerned, independently of project
intervention, took measures to ensure sale of the millet. For
sretoears those who did not have  enough money &0 repuwrchase the
entire sack  at one time, could come with partial payments and
open their sack and take a corresponding valume of millet.
Others used the profits they made from seed multiplication
activities in 19846 to repurchase their sacks. And "all thiree
cooperatives, on their own initiative, negociated repayment
delays with the RIAD to give them more time to collect funds.

The current situation of reimbursement of these loans, the only
loans made that have: euperienced any problems to this point, is
as follows:

BIRMI FOLONDIA:

Initial loan: 7.443.800 F.CFA

Repayments: _4.072.400 F.CFA

Qalance due: T.384.400 F.CFA

Repayment ratio: 5S54.7%

GOURE:

Initial loan: A4.976.000 F.CFA

Fepayments: 1.200.0460 F.CFA

Ealance due: _3.775.940 F.CFA

Repayment ratio: 24.1%

WAGOLL:
Tnitial loan: 2.724.300 F.CFA - W
Repayments: 1.227.000 F.CFA

BalAnce due: 1.427.800 F.CFA
Repayment ratio: 47.4&%
TOTAL MILLET LOAN FRINCIRLE DUE: 8.568.140 F.CFA

With the eiception of Goube, whose repayment rate is' low, the
other two cooperatives have paid over, or just about, S04 of
their initial loans(these fiqures do not include accrued intsrest
on the loans. 0On December 15, 1986, the guarantee fund account



19

was debrted for 10.619.704 F.CFA, the amount outstanding on these
threr loans, including interest accrued to that date. The reason
for this action was to stop further interest accruals, since. in
Tighi of the cooperatives® efforts to repay, they -would only be
puyiny snterest  and the principal would rot reduce. In‘order to
alleviate the burdenm on' the cooperatives, the bank agreed to stop
interest accrual by this means. The cooperatives were not
informed of this, and they continue to repay on a regular weekly
besis. All repayments are applied directly to the guarantee fund
account, where they are reintegrated into the account.)

Not all grain marleting loans encountered difficulties. The
cooperative of Rouwlouzoum in the Tahowa depariment{chronically
defictent in millet)executed a grain marketing transaction that
was successful. The cooperativer toolk out a 43 day 1oan for
1.500.000 F.CFA from the bank to purchase 563 sacks of millet of
65 Filograms each. The millet was resold on local markets for

a total of 1.&88.000 F.CFA, leaving the cooperative a profit of
1B8. 000 F.CFA. This operation was successful because it did not
involive laong storage of agrain stocks. as did the above—mentioned
loans. The cooperative perceived an imnediate need for millet,
they purchased the grain from another cooperative in the Maradi
Department, transparted it home, where it was sold immediately,
thereby allowing the cooperative to repay the bank in less than
orie month, two weeks before the pavment limit.

Using its own fundsiprofits generated from onion marheting) the
cnaperative repeated this operation three more times(Sene, 1984,
p- 26, increasing the fimpal profit from the grain marketing
activity.

SHEEF FATTEMIMG

Another activity which encountered some difficulty, though final
repayment was made in a timely manner. was sheep fattening. . Thas
activity was chosen by the cooperative of Dan Barto, in the
Zinder department. The cooperative hoped to profit from the
up~coming Muslim holidey of Tabaski., when all familigs must il
and consume a, or several, sheep. The cméperative, situated on
the Nigeriarm border, planned to sell their sheep at a significant
profit in Nigeria, profiting from the Naira/CFAa enxchange rate,

The cooperative, after having prepared a feasibility study and
submitted the request to the bank, received a loan of 3.265.000
F.CFA, reimbursable in six months, just after the Muslim holiday.
They purchased 200 sheep and distributed them to participating
cooperative members who kept them and fed them until they were
plump and time had come ta sell. The cooperative sold 1all the
sheep, minus one, For 3.267.180 F.CFA. for a profit of 2,180
F.CFA, after reimbursing the bank. The cooperative did not
realice a 'significant profit on the operation because the sheep
were sold in Nigeria. Since they went via official channels to
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«]ll Ehe sheep. having obtained an export permit from the local
authorities, they were obliged to exchange the naira at the
af{firmal rate, rather than the usual unofficial rate practiced on
v Lorder. This, plus the fact that the .exchange rates had
maved uwunfavorably against the F.CFA, elininated all potential
prafit. The bank was reimbursed, however, thus maintaining the
reputation of the cooperative with bank manaagement. '

Tt should be noted that in all cases discussed herein, sale price
aof products such as sheep or millet included all cast elements in
the price, These elements are calculated for inclusion in the
bank dossier; what remains in most cases far  the cogperative
aftier bank repayment is really a net profit.

COOFERATIVE STORES

The cooperative general stores, or boutigues, have proven to be
sucecesstitl operations. They have, with several exceptions,
nenarated significant profits for the cooperatives involved,
enabling them to reduce dependance on bank lines.

The boutigues were all  financed with overdrafi facilities. The
averdraft is & semi-permanent, revolving facility with no fixed
repayment date. The criteria for proper management of this
facility 15 frequency of deposits and account movement. The bank
can judge the functioning of the bouvtigue by the frequency of
deposit of sales proceeds and the corresponding withdrawals for
purchaze of other products Lo restoct the store. {deally, as the
store generates profits, dependance on the banlk credit facility
w11l decrease, and working capital will be internally generated.

Over half of the boutiques put into place are operating on their
own funds pow, having generated profits well over the amount of
the initial overdraftt line. Other coopsratives have reduced
their dependance on the overdraft lines, thereby reducing their
interest charges and increasing their profit margrns.

The following table gives an indication of overdraft line usage
by the cooperatives with boutiques,. Actual profit  and loss
statements are prepared on a guarterly basis by the cooperatives
and show net profits, These will be zshown up ko Dolober 1936,

COOFERATIVE OVERDRAFT AMOUNT TOTAL DEFOSTTS SAlES/LOANS (W)
Eirny tolondia . 200,000 i.447.4850 16i1%
Goube : 1,200,000 2,209,000 184%

Wagouw 800, 00H 1,704,500 16F%
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Chadal.ora 1000000 1.981.455 198%
Debi 265,000 507,500 190%
Pawt 1ot SOS. GO0 1,427,000 282%
Droum . 006. 000 1,688,000 4591
Tibiri 1.4681.000 £21. 000 417%
Tidani HT0. 000 275. 000 42%
Roubkousz oum 1,000, 000 G5 00 ' &%

v

A5 1= evident from the abhove figures, in all but three cases, the
sales proceeds generated by the cooperative stores suwpassed the
amountt of warking capital funds boarrowed from  the bank. The
sales price of all articles in the stores contain all the cost
elements and the profit marain of the cooperative, so tn -all but
three cases, the .activities have been profitable. Three
conperatives—-—Tibiri, Tidani and Raoukouzoum——have euperienced
difficulties. This has been due to improper management {(the case
of Tibiri),., distamce from the bank and difficulty in abtaining
transportation to come and deposit =zales proceeds(the case of
Tidari) and lach aof demand(the case of Roukouzoum, where the
articles stoclked by the boutique are to be easily obtained on the
laocal markets. The emphasis in Roukouzoum has been  on the other
extremely profitable activities, such as onion marbeting.

The following table will give an indication of the net profits
generated by the beutigues. These figures, drawn from FPapa Sene
report (Doctober 19860, show  the prrafit situvation from the
beginning of boutigque activitytusually around May 19868 Lo
Qotober 1984, when the calculations were received., (Ao update

should bhe prepared arnd will be availtable ghortly.) ‘
COOFERATIVE SALES FROCEEDS NET FROFIT RETURN 0N SALES
Birmi Folondia 2,131,335 T13. 1EBO 14.8%
Goube T.003.745 THE. 07T 7. O3

P
Wagou 1.448,175 290.3T0 20. 0%

Chadal ori T.E72.110 475,999 11.7%
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Deb i 517,863 T4, B85 5.04%

Dan Feri 1.015.658 84,665 g8.93%

Li wum .3.148.868 164, 97059 S.EOZ
Tibiri 1.803F.700 67.116% . 724
Tidani 1.011,.515% . 127.3515 _12.71
f'\'oul'cm: oum 1.300.470% 195.710 15.0%
¥The figures are understated, due to an aécounting

anomaly(Tibirid) or nmon—deposit of sales proceeds in the bant
account on & regular basis. Those cooperatives with the highest
sales levels . are those closest to wban centers and with ease of
ancess to the bank, Mare frequent deposits make for reduced
interest charges.

The euperience with cooperative stores has heen a favorable one.
In the past many cooperatives had boutigues, but they were badly

managed and, while qowuds were saold and  inventories were
restocked, it was impossible to determine the profitability of
the undertaking. The accouniting system put inte place by the

Cooperative Training Component has clarified the situation. The
store managers have a ‘=satbt of ten accounting documents in local
language. These documents were elaborated by the cooperative
members themselves, with the assistance of project trainers and
lJoecal Literacy Service agents in intensive training sessions.
These dotuments are updated on a daily basis by the store manager
arnd profit and loss statements are prepared on a monthly or
quarterly basis.

The cpoperative stores are able to seill their praducts at prices
that are competitive with local martet prrices. In this way, they
have been able to build up a solid customer base. The following
table shows the prices of items sold in the store at Chadakori,
campared with the local marfet prices. The cooperatives were
able<to calculate floor prices, and then raise them slightly idn
acuordance with marlet prices. thersby increasing thelr profit
margins. ‘

(an F.CFA)

FRODUCT COOP UNIT FRICE MARKET UNIT FRICE DIFFE&ENCE

Rice 148 22T a7
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salt 99 : 125 26

Flour 137 200 a8
0i1l 594 . H00 &
Sugar 228 00 - 72

One problem has been the tendency of store managers to use sales
proceeds to restock, instead of depasiting the proceeds directly
te the bank. Fuirther training has helped diminish this
tendency. It 1is important that all sales proceeds be-deposited
directly to the bank on a frequent basis. This allows the banl
to evaluate the performance of the store and also gives the
tooperative managers the experience of frequent working relatiaons
with the bank staff.

Hecause of this problem, some of the above sales figures may be
slightly underestimated, since the figures reflect sales procesds
deposited directly to the cooperative’s operating bank account.

COWFEA MARKETING

Dne of the results of the national campaian 1o revive cowpea
production and marketing was increased production in the eastern
region of Niger in 1986. The departments of Maradi and Zinder
achieved abundant barvests, and many of the ceooperatives in those
depar tments decided to market their production. They decided to
buy cowpeas Ffrom their members prior te the official price
firing, and before local merchants had a chance to buy the crop
&t & low price. The cooperatives would bay the product from
their members at a price higher than that offered by the
merchants, but lowsr than the official price to be fined by the
SoMARA, the official marketing body. Once the codperative had
sssembled the crop at the cooperative hemdquarters, {SONARA would
rollect it there, pay the official price and the cooperative
wowld repay the loan, retaining the prafit, after paving
associated enpenses. ’

Four cooperatives in the two departoents took oct loans for
cowpea marbeting:

COOFERATIVE L.0AN AMOUNT DATE DATE REFAID
.

Dan Barto ) 4. 000,000 10/10/86 2/1/87

Droum 4. 000, Q00 1O0/10/86 o7r11/86
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Dan kFeri 4. Q0. 00 24/10/86 19/11/86

Eahan Anne DL 200, 000 24/10/846 19/11/86

With the euception of Dan BHarto, which euperienced a delay in
melling due to problems with local authorities of the SONARA, the
cooperatives were able to rapidly conclude the operation, thus
minimizing interest eupenses and reimbursing the bank within a
month or more. This short term operation. well structured and
organized by the cooperatives, was very profitable, providing the
cooperatives with funds that they used to open savings accounts,
(The savings accowts will be discussed in a later section.}

Thae profitability picture of bthe cowpea aperation is shown in the
following table:

CONPERATIVE SOLES NET FROFCT RETURN ON SALES
Dan Rarto . 797, T00 287,365 7. &0%
Drom 4,840, 547 667.733 13.7%
Dan Feri 3. 760, 000 1D, 665 b.33%
Baban Anne 3. 000, 000 a7, 555 ‘8.75%

In three cases. the amount of salec proceeds was less than the
loan talben out. In all of these cases, the cooperative reviser
the tonnage to be purchased at the beginning of the operation,
after bhaving already taken the wmoney from the ‘bank. The
cooperatives deposited excess lpans funds Win their afcount prioe
to completion of the operation. The l1oans uwmre reimbursed as
soon as the SUNARA pesid the cooperatives for their cowpeas.

This fype of short term marketing operation is an ideal vehicle
for rapid capitalization of cooperatives. bLong storege periods.
with the risk of destruction of stocks by insects, etc., are not
necessary, and the product comes into and out of the cooperative
rapidly. The sales risk is minimiszed because the cooperative ics
able to identify Firm customers prior to engaging  in the
operation. In  the case in point, all the cooperatives cofcluded
agreements with the SONARA prior to taking ocut +the bank loan,

since having a market for the produce was the main factor in the
success of the operation. :
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OTHER ECONOMIC ACTIVITIES

ALl of the cooperatives participating in the project have carried
out economic activities finmanced via means other than bank loan
funds., These activities have agenerated profits which have either
been reinvested in ather activities or placed into savings

accounts, This i=s the case for activities such ag onion
marleting, collective . fields, seed multiplication, and sale of
~agricultural inputs, The results of these activities have been
eramined in full in Sene, 1986. See that report for details.

The important factor is that all the activities, whether financed
under the umbrella of the guarantee fund via the RIAD or executed
using other funds, have contributed to the econamic well-hbeing of
the cooperative and have szerved as vehiclses to enbhance the
managerial capacities of cooperative leaders snd members.

One activity, which was particularly successful and which will be
financed in the future by bank lgens, should be mentianed. That
activity is onion marketing. This activity' was chosen by the
cooperative of Roukouzoum in the Taboua Department. This region
is a major onion producing area, and the production is, in greal
part., exported to coastal countries, such as the Ivory Coast,
Togo and Eenin. Since the strategy chosen by the coopérative was
a new one which was considered top risky to be financed by the
loan program, the project financed +ha operation with -iks
investment funds{venture capital)y however, the funds were
channeled through the local BIAD branch  and bthe cooperative was
told that the funds were a loan from  the bank. They prepared
ban!: dossiers and followsd the proceduwes normally in place far
loans under the guarantee fund program.

The cooperative decided capitalize on the significant rise in
prices of onions that traditionally occurs several months after
the harvest period. Usually, the producers sell thezir harvest to
local middlemen, who then sell them to merchants from the coastal
countries. Storage facilities are in the hands of middlemen, who
reap the profits, having puwrchased the onicong at low prices from
the producers. The cooperative decided to build onion storage -
facilities and store their own onions. They decided to sell only
whe ‘the _price had doubled. thus retaining the profits for
themsel ves.

Seven storage hangars were ‘built and at harvest time the
cooperative purchased a total of 279 sachks of onions from its

members {120 hilos each), for a total of 37,074,422, The onions
were stored for almost two months, and then resold over a two
month pericd of time, as prices doubled on the local market. At

the end of the operation, B85 sacks had been sold for a total of
$153,316.27, leaving the cooperative with a bottom-line profit,
after reimbursing the initial leoan and covering all expenses and
Salaries, of $7.767.24. The cooperative’s return on sales was a
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full 30.7%4, and 1ts  return on  funds used was 110%. With this
profit, the cooperative was able to finance a cooperative store,
and cdid not have to use the $3,000.00 overdraft line offered them
by the bank. -

This operation will be replicated in five other cobperatives in
the reqgion, as well as in Roukouroumn, and will be financed under
the guarantee fund program.

G. FIELD VISITS AND FOLLAW-UP ACTIVITIES

An  integral part of the cooperative 1loan advisor®s duties
consisted of field visits to the coaperatives for supervision and
follow-up of banking activities. This consisted of data
callection oan  banking transactions. It was necessary to abfain
details of all deposits of sales proceeds. and withdrawals for
draw—-downs on credits and purchases for an—going econamic
activities. Dertails of financial results were gathered and
accounting documents were verified., Visits were indispensable in
order to clear up problemes encountered in the field concerning
banking activities and relations with branches of the BRIAQ in the
interior. The cooperative loan advisor assisted at the majority
of new account openings both in Niamey and in Maradi and Zinder.
This provided an opportunity for training the prozect trainers
the cooperative leaders involved, to ensure that they would be
able to carry on independently thereafter.

These visits were an occasion to initiate relations with the bank
brarich managers in the interior. It was necessary to meet with
them on a formal and informal basis in order to brief them fully
on the goals and ogrientation of the project, so that they would
understand the raole the banking institubion has te play. The
banlters uwere implicated +rom the inception of activities, and
field visits were made on several occastons by the banlkers to the
cooperatives. This was a positive step, as it impressed on the
cooperative leaders and members the ’interest shown in theuwr
activities by the banl that would soon become their partner.

One of the goals of the project is to leave the cooperatives with
developed banting relations. As banking relations are based on
familiarity and trust. as well as the customer having a sound
financial situation, it 1s important that the cooperatives and
the bankers become Ffamilisr with each sother. understand each
agthers”™ operations and develop pasy worlking relationships.
tndependance of actien for the cooperatives is essential: the
presence of intermediaries negates the Lype of relationgship that
the project 1is trying to promote. Ona has only to 1ook at the
resulte of the farmer agricultural credit system, which relied on
intermediaries between the customer and the banking institution.
Neither party felt fully responsible for the actions of the
other, and accountability was limited.
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H. COOFERATIVE SAVINGS ACCOUNTS

Maximization of the profitability pictwe of the cooperatives is
one of the important praoject goals. The activities' that the
cooperatives have engaged 1in wp to the present have been, in
aeneral, profit—-generating. In order to.be able te pinpoint the
level of profitability.of the cooperatives at any given time, is
important to separate. the profits from the operating funds. The
zasiest way to do +this is by opening savings accounts to which
profits., as calculated on a guarterly or monthly basis, will be

credited. Thus the cooperdtives can point to the savings
accounts: as the repository of the prafits earned’ by their
activities. And their profits will earn money at a8 rate of 6.3%

per annum({the official rate paid on- all savings accounts in the
HWest African banbking system).

fs the cooperatives began earning money on their first ventures,
village training esmphasized the necessity to open savings
accounts as a means of heeping money in a secuwre place, be able
to clearly identify what they had earned, and to earn interest on
their savings. The cooparative had to desigrate one of the two
o more avtoriced signing auvthorities on their operating account
to open the savings account, since the banl can only-open savinus
accounts for individuals. However, the person opening the
account signed an affidavii wikh {he banl indicating that the
account was for the use of the copoperative. and that withdrawals
could only be made against the two o more avthorized signers
cn the operating account.

At this point, all the cooperatives have not vyet opened their
accounts, due to nccasieonal difficulties in procuring transport
or out of a lack of a sense of urgency to do this. The following
accounts have heen oapened so far:

‘. {
COOFERATIVE  DEFARTMENT DATE OFENED  INITIAL DEFOSIT . EALANCE

Chadakori Maradi 14/711/86 470 . 000 HT70., 720 .
Droum Zirder 27/11/886 HOC . DOO 206,720
Dan heri Mar adi 1G/11/84 B, OO0 407,500
Baban Anne Maradi 19/11/84 270,000 a7 0. 000

-

One of +the possible uses of the savings accounts, which will be
more fully developed in a latar section, might be ta serve as a
guar antee fund for the individual cooperative. The cooperative
could block the account in favor of the banty, and use the
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immobilised funds as guarantee for loans(this would be
appropriate for post-project financing activities).

The savings accaunt can also serve as the basis for legal
capitalization for the cooperatives. The amount in the account
rould be legally declared capital stock, thus giving " the
cooperative the capital base it needs to become an economically
viable enterprise. This process must be more fully explored in
the second ' phase of project lifei{see concliusions and
recommendations).

I.- NEGOCIATION OF NEW FINANCIAL AGREEMENT EETWEEN THE NATIONAL
CEREALS FROGRAM AND THE BIAO NIGER

The AFS project experienced several years of delay in start-up.
In order to avoid further delays in start-up of the Cooperative
Training and Agricultural Input camponents, USAID included
FLO0, 000,00 in NCEA/CLUSA s budget, to be used for opening
the guarantee fund account. This procedure allowed the technical
assistance team to quickly negociate a financial agreement with
the BIAD and deposit funds directly, without ipcurring additional
administirative delays.

Howgver, it was not fully appropriate that the -agreement with-the
bank be with a technical assistance organization, responsible for
project implementation,  but destined eventually to withdraw from
the country after project life, It is neceszary to.ensure an
institutional home for the guarantee fund program  and  its
management (based an the supposition that +the cooperatives
will not be ahle +d borrow on an unsecured basis from the bank
after the four years of praject 1life. This supposition will be
developed more fully in the conclusions.)

Tdeally, the Ffinancial agreement with the BIAD should have been
signed by USAID/Niger and not by HKNCEBA. ADO/USAID/Niger decided
not te inveolve itself, arguing that the funds involved were no
longer their own, but a grant teo the GON. Ne physical monies
should have been used; rather, USAID/Niger should have issued 2
letter of credit or letter of guarantee, guaranteeing to make the
BIAD whole in the  case of loan loss during program esecution,
This ,would have sliminated a number of problems which developed
concerning who should have authority over management of the
guarantee fund account. The formula used was chaosen in order to
be able to earn interest on guarantee monies in order to
constitute a calamity fund for the cooperatives. {This has been
done and the cwrent amount in that fund is 3.218.761 F.CFA, or
10, 622.97). Y

Aleo, the original project intent was that all the guarantee fund
monies should coeme from USAID direct fundingy however, ADO

decided that the funds would instead be drawn from counterpart
funds. One of the local conclusions then, was that authority
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aver the funds should be vested in a GON ministry or service,
thereby turning the guarantees fund pt-ogram into a
“govery nment-managed  program and  no longer  a private sector
initiative. This is what has now happened.

Since counterpart’ funding had to be reguested by the National
Cereals Frogram from the Ministry of Flan, the PCN decided that
the financial agreement in force shouwld be annulled and "a new one
signed hetween the FPCN and the EIAO, to ensure an institutional
home for the gquarantee fund program post-project intervention.
Though the dratt +Financial agrzement was drawn up by the
cooperative loan advisaor-early in 1986, it was only aon January
26, 1987, that the agreement was finally signed by the PCN and
the BIAD, and subsequently approved by the Ministry of Plan. The
Ministry opened an account at iLhe RIAD HNiger on February 13,
1987, for the deposit of 356&.700.000 F.EFA, drawn from
counterpart funds tag constitute the new " guarantee fund account.
Management of the guarantee fund program will remain with the
credit section of the cooperative trainimng component; which
includes the cooperative loan advisor and a MNigerien
counterpart. However, official antheority lies at  the level of
the Ministry of Flan, since the Minister®s delegate for external
financing has signing authority over the guarantee fund account
as well as the financial agreement.

The long range implications of this arrangements seem, at first
glance, te be contrary to the initial goals of the guarantee fund
program. These goals, in accord with the official development
policy of the GON, are to develop independence of action of the
cooperatives, self-management and the development of hanking
relations completely independant of third—-party interference.
This type of interference, or intermediation, was one of the ley
factors that perturbed the former rural credit system with the
CHCA. Measures should be talen to emsure that the cooperatives
will be able to enjoy continued autonomy in  their financial
activities -despite the current situation. The conclusions and
recommendations will suwggest steps to he taten, éncluding the
development of individual cocperative” gquarantee funds, ta
facilitate autonomous banking relationships for the cooperatives.

J. INCREASE IN GUARANTEE FUNDING AND FROJECT EXPANSION

The initial guarantes fund deposit was $100,000,.00, made on
Dctober 7. 19853, and roverted at the rate of the dete into
44,300 000 F.CFA. This amount has covered all loans made during

the first seventeen maonths of guarantee fund activity. The
amcunt has sufficied, since the number of cooperatives actuxlly
receiving financing from the ERIAD under the program has been
limited. Only 13 cooperatives have had bank—-financed economic
activities. However, with the current project expansion in the
departments in which it is currently working and the expansion to
the departments of Agade:s and Diffa, currently underway, the
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numb er of cooperatives rehuirlng financing will increase
enponentially. Not only will the euperienced cooperative be
muliiplying their actvities, but newly-identified cooperatives
wilae be initiating a series of economice activities within the
next two months.

Projections of guarantee fund usage were made in November 19835
and requests far an increase in guarantee funding were submitted
at that time. The amount requested, 356.700,.000 F.CFA, was
received by the BIAD Niger on February 6, 1987, The initial
projectiaons of guarantee fund usasge were made based on the
following assumptions:

Number of cooperatives: 21

Average lean amount per cooperative for activities to be
financed:

Grainm commercialisation: 10,000,000 F.CFA
Cooperative storess 2,000,000 F.CFA
Agrcultural inputs: H.000, 000 F.CFA
Other activities: . 000, 000 F,CFA

GLORBAL FINANCING MEED (198%5-87): - -

Brain marleting: : 210,000, 000 F,CFA
Cooperative stores: 42,000,000 F.CF&
Agricultural inputs: 136,000,000 F.CFA
Other activities: &3, 000,000 F.CFA

TOTAL 441,000,000 F.CFA

-

At that time, the tranches of guarantee funding were bcokan‘duwn
as follows: '

Actual guarantee fund: 44,300,000 F.CFA .
Second tranche: 40.000.000 F.CFA P
Thaird tranche: 3546.700.000 F.CFA”

TOTAL . 441,000,000 F.CFA

Funding, though projected over a two vear period, was requested
in 19835, in order +to ke able to =arn interest on the funds an
deposit with the bank. The "interest payments would uyo towards
the creation of the calamity account funds.

The second tranche, requested 11n November 1985, was never
received. The third tranche has now arrived. )

Subseguent to this request, project objectives were further

refined, and erperience  in the +field indicated that the
projections made were nnt necessarily valid for several
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activities; namely, grain marketing and agricultural inputs,
lnmitialiy, 1t sppeared that all the cooperatives would choose
grain marketing as a major activity. In anticipation of project
expansion to regions of high preductions{such as Dosso and the
easterrn regions), and considering the high 1level of financing
normally reguired for marketing activities, +the average of
10,000,000 F.CFA per cooperative was arrived at. ’

Also, since one of the early project goals at that time was the
promotion of agricultuw-al  inputs, it was felt that the
cooperatives would be doing some purchase of inputs.

As the project progressed it became clear that 1) the number of
cooperatives(2ilprojected was underestimated and that the actual

number of cooperatives entering the program was expanding at a
rapid rate in the various departments, and 2) that the types of
activities requiring finamcing under the guarantes fund umbrella
were changing, as the local situation changed from one of qrain
defecit to grain sufficiency and, in some regions,  -grain swplus,

Mew preojections indicate that at the end of the first three years
of project life there will be 1730 cooperatives in the program,
and 210 at the end .of. the first fouwr years, according to the
following plan:

0

YEAR: ONE TWO THREE FOUR TOTAL

COOFERATIVES: 20 40 70 g0 210

If one assumes an average cumulative loan amount’ of 3,000,000
F.CFA per cooperative, and considerd- THE 120 ¢ cooperatives,
all of which will soon be functiconing within the project, there
emerags & cumpulative financing peed at least through the third
year aof I70.000.000 F,CFA. It should be pointed out that not sl
loans will be outstanding at the same time. Many of the loans
are shoart term and will be repaid in short periods of time,
thereby +freeing the guarantese fund amount reserved to cover
them. At no time should the entire T20.000,000 F.LCFA  be
outstanding. The cuwrrent guarantes fund contains 44,300,000
F.CFA, and the funding increase of 336,700,000 F,ECFA is now in
place, bringing total guarantes funds available to 401,000,000
F.CFA. This is more than sufficient to cover the cooperatives?
borrowing neeads through the end of the third year of project
life.

Further calculations depend on 1)when and if and to what degree
the BIAOD agrees to accept a portion of the credit risk on the
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loans, 2Z) when and to what degree the cooperatives are able to
constitute their own guarantee funds using their savings accounts
and T) the actual rate of project expansion in  the seven
o0 Tty of Niger.

4 further increase of 100.0Q00,000 F.CFA may later be necessary as
the project moves into its fouwrth year and 1)the number of
cooperatives continues  to increase more rapidly than planned and
2)the guarantee fund program is expanded to cover the borrowing
necds of the regional cooperative unions. The unions may have
haorrowing needs to finance the marketing of agricultural produce
such as -tomatoes, -potatoes, garlic and oniens. The unions are
more appropriately. positioned to contral thesa marksting
activities, and the project plans eventually +o begin training
and financing activities with the regional wunions in pwsuilt of
this goal.

IV. EHENEFITS OF THE GUARANTEE FUND FROGRAM

The benefits of the guarantee fund program’s activities accrue
not only to the cooperatives involved in the project, but also to
the bank, or banks, itnvolved, and to host country institutions.
All parties stand to profit from the strengtherned organizational,
managerial and financial situation of rural cooperatives. Over
eighty percent of +the populsation in Niger is rural, thus the
rural areas hold any futwre promises for development.

One of the primary benefits to the participating «cooperatives is
the training they receive during the couwrse of the program. At
this point, over 4046 cooperative members have been trained to
canceive and manage ecoanamic activities, manage banking
ralationships, to master the techniques of group dynamics and
holding of meetings: ' this has considerably aided in raising
the consciousness of cooperative leaders and members as to the
value of their roles. The conceptualization and implementation
of economic activities creates & wor¥ing Fforum for cooperative
mambers. 1t provides them with an opportunity for frequent
meetings and problem solving, and in ‘short, inflises life and
vitality inte the cocperative structure.

The, independance éiven cooperative members in choosing and
organizing their acgtivities and the sericusness with which the
banking progtram is presented has impressed on the participantis
the importance of the program and the extent of their own
responsibilities. Onece  this awareness has become widespread, it
becomes easy for the cooperative o assume full managerial tasks
and begin to take initiatives. '

3t

Aside from the training activities which strengthen the
administrative and managerial structure of the cooperative. the

economic activities contribute to the economic well-being of the
cooperative and provide incentive to its members to participats
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in the life of the cooperative. Once the cooperative hegins ko
mal s ey, to generate profits from the activities - which have
been correctly organized and managed, it can begin to function in
A truly independent manner. Tt can initiate other activities
with its own funds and assume a role of importance in the life of
the village or group of villages comprising the coaoperative.

The serious attitude taken in general by the participating
cooperatives is most :clearly evident in the assiduity the
cooperatives have displayed in reimbursement of +their loans. To
date the guarantee fund program has not experienced a single lecan
default. The first three loans for millet marketing are late in
being Ffully repaids however, the bank has granted the
cooprratives concerned grace periods, in light of the fact that
repayments are made on a weelly basis{monies are collected at the
cooperative level each martet day, when the inhahitants  of the
cooperative member wvillages come to market),

The cooperatives have taken their role as partner with the banls
seriously, as can be seen by the frequerncy of banking
transactions, and & good history of accounkt management.

Not only does the program benefit the cooperatives, but it also
henefits the bank. involved. The dinitial bernetit is not
financial, since the BIAD does not make a areat deal of money on
the program. The administrative costs are too high for a proaoram
of this size, with:' an average Jloan size of 1.000,000 F.CFA at
present. The spread on the loans made is only S%, which
aenerates a profit, though a small one. Over the first 17 months
of borrowing activity, the bank is estimated to have earned about
7. 000,000 F.CrRa(s23,117.81) on the loan program, before
atdministrative costs. * However, the bank is gaining valwuable
enperience in  the field of rural financing which will: enable it
to position itself for future expansion in that Field. It is
building up a customer base among. the better cooperatives
in the country without taking a rishk position, and will have been
able to develop mutual relations of trust and pafFtnership with
these cooperatives. Participation in the program also enhances
the RIAD’s image with the Central Bank and the BON, since it is
one of the stated policies of the BLCEAQ that commercial banks
participate in the financing of the rural sector,

Finally, G6OM agencies and nbn*goverﬁmental kodies,. such as the
regional and sub-regional cooperative unions, have profited from

the activities of the program., The treining program and its
credit activities put into place follow the develcpanent
obiectives laid out in the 1982 7inder Seminar. fis such, the

project activities contribute to the realization of GON rural
development objectives, which are based on the development of the
cooperatives as autonomous and viable entities. The regional and
sub=-regiaonal caoperative unions have benefited from project
.training activities. Special training sessions have been held
for the directors of the sub-regional and regional cooperative
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wniones and  those uwnions Hawve Pt vl TimibLexd Frinancyal
aniaratance to facilitate thewr participation i project
activities it thelr respeciive regions.

The project formed regironal coordinating committees at the start
of project intervention in order to ensure post-project
continutity from the start. These committees were composed of
direcfors or their delegates, of the technical services of the
Ministries of Agriculture, Animal Resources and Flan, at the
regional level, as well as the regilonel cooperative union
director., who ususlly serves as coordinator of  the commiftes.
These committees have as responsibilities the selection of
coaperatives which will participate in the project, and the
follow—up of preoject activities. They are supposed to assimilate
the technigues used by the project and assure continuance of
project  activities once funding has ceased.. Though initial
involvement was sometimes sporadic, incressing evidence of the
sucrcess of  the projecti{ses +the MNovember 1986 Fvaluation Reprrl
RPerepared by GON oafficials an the Coopesrative Traiming
Componentlhas resulted 1n more active parbticipestion by regional
GON officials and in a supportive atiitude.

Y. SFECTIFIC FROBLEMS AND THEIR RESOLLITIONS

A. Dne of the problems to be deall with un fthe Tong run concerns
program  evpansion and  actess Lo aredat. The guarantee {furad
Cpragram werrks throunh s commercial hanlts. The branch bBanl ing
system in Niger is not greatly developed: branches are found only
in major whan centers.  The RIAQ has hranches in Miamey, Tahous,
Maradi, Zinder armd Arlit; the BIRN has branches oo Niamey., Dosso,
Tahoua, Arlit, Maradi, Zinder., Agadez. Hirni MbPonni. and Diffa.
Though  thir seems  axisnsl oo, the majority of the cgopertlveg
irnvalved are eften far from wban certers, and located in regiong
wher & tramsport i difficult o ohtain, thus coreztiing
difficulties for acress to the hant, whether 1k he fhe RTAN or,
eventualliy, the RDRM. This Jimits +1he bypres of financimo
vahicles that can be used, limits the nperation of bank acconunts
and impedes fomiliarity with  the banl and vice versa. Tv is by
frequent contact between cuslbomer  and  banter  bhat & hbBant ung
relaksonship a1s built. The counperatived, heing high-risi
customers in  a high-risk and relaktively oanfamiliar terrain for
the banbs-—need to make special efforts to hkoild their banting
relationships. Thig is aagenial, 117 -der (ko ensor &
continuance of banbing relatirons after projaeck lTife.
* .t

Far the moment, this problem doss not have & ready solukion.
tIntil the economy has expanded sufficiently to justify bthe bank<’
setting up mobile banking units to serve remote rural areaas,
access will remain difficult for thuse customers in remcta

armas. And often the areas that are remcote, are amony the mosh
rroductive agriculturally.



This pases Timits to praject intervention an tts full phase. In
ey regirons  project  activities may  have to be  limited tn
braining activities, and the financing of activibies will have
ke be drawn from other sowrces, cuch s other donors or other
projects that agree to collaborate with the Mational Cereals
Frogram- A case in point is the Agades department., where most of
the most productive gardening choperatives are locxbted in regions
that are extremely difficult to access. In this region banling
activities will.be timited, but financing is available from olher
donors, who have projects already estaklished in the department.

B. A second problem is finding an appropriate institutional home
for the guarantee fund. At the momenbt, the National Cereals=
Frogram is  the instiltutional home: bhowever, that program’™s life
is limited, and & long-range s=oluticn must be found. One
possibhility iz to @liminate the global guerankee fund, covering
all project loans. Instwad, guaranier funds could be constibnted
by each crooperative bareowing under tle program. This assuwes
that the cooperative has already perticipabted in the program &and
hags generated sufficient capital funds ko allocate howards =
quarantee fund. The cooperative would simply place capital funds
in a savings or time deposit blocked in fas/oc- of Ehe bank. O the
bas)is of thie gusrantse the bank would extend credit’ to the
cnoperative customar. Thra degree of guarantne, whether 100Y o
less, would depend on the nature of the relalionship between the
bank and  bhe cooperative and the degree o whoeh bhe banl udeed
the cpoperatyve to be creditworthy.

Cnoperatives could also give the bant nobther Lypes  of guarantees,
such as Jiens on inventory, 1n the case 0f & cooperative store o
for commodity martetingractivities. The inventory waonld serve as
possessaory collateral far the bant and the bank would retain
Litle to the guods in the store or warehouse until  they had heen
sald  and  the proreeds deposited 1nto the cooperative account.

another possaibiliby is  having wealbhy sooperabive  meinbecs
auarantee the coaoperative, based  cygpon Phey own  Banl

accounte. FThis assumes the presence of wealthy ondividuats st the
rooperative level, not always & reliable as=supption to mabe.

In .ahmrt, what is heing suwuggested 1s  that, rather than
institutionalize the guarantee fund program, 1t should remsin a
private-sectaor imtiative(which it is nol row, since the Minisiry
nf Plan remains the vltimate signatecr on the Jinancial agreement
vith the bhasnk and controls atl funding). Tt shoald remavn at the
Tevel of the individoal cooperative.

_'&

There will bre a prables. howevor, willhh those cooperataves
entering the pragram, or, post-project life, wishing to initiate
economic activities. Following the methndological approach af
the proiect. eupansion of the cocperative networdt will continue,
as rooprrative leaders and members already trained duaring project
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intrrvention serve as  trainers in newghboring cooperatives.
Do w1l be provided by the regional crordinating committees
and/or passible reglional coordinators. But the rmew cooperatives
will most litely be devoid of any substantial financial swface,
and therefore wi1ll require guarantee hacking in order to barrow
from a commercial bank. These cases will reguire an outside
guarantee fund. Who should manage this fund? )

Dne suggestion ig that USAID continue the credit component of the
project after the current project has expired. It will not rieed
to actually pubt out  funds, but it can  provide a letter of
guarantee to the bank for cooperabives worling with the regionsl
ctoordinating cosimittees and wishing to initiate activities
following the system st up by the project. Only 1f loans go
into default, will USATD Ffunds be called upon to indemnify the
trant:. )
As far as the 1ssuer of =k agceptance 13 concerned, 190U
guarantes will be reaquired for all new comperatives entering the
pragram. The program cannot be looled =L in a yglobal sense,
since each coopsrative will present a dirfferent profile bte the
bant .- The determinaticon of the degree ~f guarantee requnred ta
finance an  individuwal cooperative depends on the history of
trelations established between the bank nd that cooperative. Fuor
this reason, it i3 wWifficit +to mandate bthab after a cerbain
point in time, the percentage of guarantee coverage be reduced bo
any diven  supount. I+t sheouwld be dMone on 3 cnoperative by
cooperative hasis, tabing-1nto account the suggestionz dissuszed
ahove concerning the continubity of the guarantee fund.

C. - For the moment, only the RBIAD has agreed to participate in
the guarantee fund proaram, though the majortity of commercial
bankes in Niger were irmibially informed. The RDRM. the only other
banl with a branch system, is still wundergrning & GBON/Waorld Banl
restructuring  program and prefers to see the results of the
init:al phase of the program before mekrpg a decidion. AL Lhis
paint, in view of the problems with acress to credit and in Light
of the project’s expansion inte the departments of Agadex 2nd
Diffa‘where there are no RIAD branches), as well as Dosso(no
BTACY, the BDRN will be approached again. Hopefully, 1t can
participate in a limited " manner in those departments or
localities whaere the BIAND is not present.

The banl Dar al Mal al Istami, an Islamic banting institution,
Fas recently opened a branch in Maradi and has erpressed interest
in the guarantee fund program. Thig w111 be pursued fusther, to
the ertent o which fhat bank  cen provide alternate souwrces of
financing.

RD. Tn the original project papers (Fattingson, 1984,1983) ., a
procedure  for mutual capitalisation wa= laid ok By Lhis
process matching fundg  wonld  he gy ven to comperabives Lo
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participate in their capitalisation process. Several criteria
are defined; namely, "...to what entent have participating
0 atives  observed the financial discipline imposed byithe
tounditauns of the CHA facility affered by the private bank(s), to
what extent has +the cooperative management capability been
improved to the point of self sufficiency, to what euxtent has the
cooperative been able tovoluntarily accumulate reserves to
constitute their seed capital contribution to the
CMF. " (Fattinson, 1985, p. 24).

It was agreed that the guarantes fund could be drawn upon to
provade capital funds for the cooperatives on a matching basis.
"It is proposed that the limits ko which the DGFLdonor guarantee
fundlcan be drawn upon to capitalise a particular cooperative
would be set as a Sfunction of pormal  seasonal input funding
regquirements. " (ibid., p. Z5). The budgeted amount of gusrantee
fund to be drawn upon is $2.87 million.

The precedure for capitalization, as then envisaged, involved
suhmitting audited Financial statements to a national committes
formed to supervise cooperative financial assistance. This
caommi thee, as descrihed in  the report, was never formed. Its
enistence would have again made the cooperatives tributary of the
government. For this reason. the process described by Pattinson
is not feasible, and a new system must, be designed, assumimg that
the idea of mutual conbtribution to cooperative capitalization :s
retained.

WOrking‘Dn that ascumption, the following suggestions for proper
structuring of the procedures are preposed:

. 1Y mutual funding, that is, furnds drawn from the guarantee fund

hudget, or any other so-designated USAID budgetary source, will
he given on a matching basis to any cooperetive in the proagram
which legally capitalizes its savinge into capital stock. For
example, 1f a cooperative has amassed 1.000,000 F.CFA and decides
tp capitalire that amount. the mutual capjitalizatiog process will
provide the cooperative with an additional 1.000.000 F.CFA, =0
that in effect the cooperative wiill find itself with 2.000.000
F.EFa in capital stocl..j

2 reguests  for mutual  funding should be.submitted, along with
financial statements drawn up by the cooperative in national
languages, to a committee consisting of the RIAQ, or other banks
involved, the Cooperative Loan Advisor and counterpart, and the
Cooperative Training Specialist and counterpart. They are
best placed . to evaluate the financial situatiomns of the
cooperative and decide if the criteria have been met.

I} wonce a request has been approved, it will be submitted to
USAID for funding. If funds are to be drawn from counterpart

funds, USAID' will submit a regquest to the Ministry of Flan for
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funds to  bBe debi ked ke goaranbee fand aceoonl ool ererdi bed Lo
the cocperative’s capital account at Ehe b

4} Lhis capilal stock can serve  as an ndividual guarantes foand
for the cooperative, thus freewng a corresponding amaunt from the
glaobal guarantee fund on deposit ab the bani.. Fventually., it 143
envigagerd that all the —ooperativez will have their own guarantee
funds and will ope=rate  auvtonomously.  The globhal guarantee {fond
will remain only to  the extent that 18 18 reguired to cover the
leans of new conperatives aptering  into bhanbking relationships
with the pardicipating hant s.

VI CONCLUSINNS AMD RECOMMENDAT TONS

The objective of the guarantes fond program s bto fecilitate

cownmer1 Al Lard fFimanc g of e ecoannmy e srlivibiesg - of raral
cooperatives an arrder that  bthose  ooooer atives  caon develon

1nta viable business enberprtae-.  This ohoerkive is part of the
atobal goal o revitalize the Migerren coorer ~fi1ve movemenk.

In 1light of the materia) presented 0 thos repori, the first
contlusien tn be made 1= that the rnrogrem iz achieving ibhs

ahrjoctives., -The EIAN 1% Fraildymg satiafackory cogbowges
relatjonshipe wrth the cooperatives., thie oooper atives aoe

covdniching jrofitabhle economics acrtivities  and are generalans
frovule for camrtalisabron anc resnvesimel , Coaperatis e manaogemne: .t
1 daveloping ewperhl se in b= rosss pmenagement amd o
tenprerative as oan institution has hecome more atbraciywve 1o b
membiers, -

The program was meant Lo nprovide a solotinn fo Fhe problem of
Availablity of rursl aredit in Niger. Though fthe project doos
not, and will not, touch all the 1,178 carnperativos n Niger, ancd
coneequently will nor previde a0 alebal wlntion b Fhe oredit
“her Fage, it ha= made  arm ymperbanlt shep bowards opening ap noe
channels for acees btg credib: Lhe commen1al heanling sysbem.
Thue, the project hazs provided a parbisz) <olution to the problem:
Lthers can he no one solubion, as 15 avident from pash ouperience
N the matter.
L] -

Inherent in the nature of the new source of credit is the
agsumption that all rooperatives will nck he affected, dus o the
native of commernial banbing operstions,.  Dommerciral banks chonase
Lherr customers oan the basis.of a =sel of criberia concerning lhe
customers’ creditworthiness. Not #5111 the cogperatives  in Miger,
regardless of  the level aof braintng recelsed, will gualify. from
a financial viewpoint, for crodil . Pk a1l mf Fhem are siloatod
10 sanes with any fessibile potenlial for gcormoamic erploitation,
and not 211 of them can or wonld dinitiate activities that are
hantahle. :
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Honassizr, the ranperatives wilh o acces oo hank frnoncing ==

well as those reglonal and sub-regioenal  cooperabive unions which
Fave economcalty feasible acltivites and lave aceess bto band
finaneing, will ronstitute a sigmidicant natenrt  of functioning,
viable business enterprises, contributing o a major way to roral
developaent of the Nigerien peasantry,.

The cooperative loan program has been suncessiu!l Lo date, with no
loar defaul te. This is remarlable for & mural credit proorem e
the Sahel, vhere past speriences in roral and o cagrd culioeat
rredit have prodoced less than brilliant resulis, except in
izolated 1nstances. The factors Lthat made for the success of the
present pragram showld be studied carefully for possible future
applicatian to ather countries, where giawilar programs can be
developed. Though madifications will be made to structure of Hhe
proaram as it enaists in Niger, the hasie Framguorl can rewavn Lhes
3 ERET ., It heg proven ite viabhilitw.

The following recosmendations  are  wmade for ackinon over Lhe
future lafe of the projiect and for the posk-prozect periods

I. 5ATD should extend the guarentee fund ot aoresm  beyond 1ts
ctrrent life. Funding should be Feund Lo gprnsure contino-
ity safter 19R2?. Though & glohal guarant s Fond cnveriné 211
the canperatives may pot be  negoegssewr, bt will redore
propartiarnatel v ae cooperatives conshtybube Fheir own
quaranies boils, o certain levsl of coorantes: Tuneddneg

shoutld rem»in in arder ta finance afhee Foonerat i ves
following along the lines of development laid down by the
project. Thie caonkirued guar anbee fuand can be provided in
Lthe form of a Jelkter of credii by HNGATD, thoreby =liminabicg
Ehe need tao commit Funds Ful 1y,

tJ

. The coeperatives should bhe wwrged ko dewdop theiv own guar-

antee fands from the profibts genser ated by theur oconomt o
ackiviticmg., USAID shoild contribife o bhe coopbratives’
caprtal funding on a metching hasis, "me Fhe cooferati zes
constitule Lheir capatal stock. Thess funde can esither he
contributed divrectly by USATD, drawn frop cownlerpart fonds,
or drawn from the aquarantese fund agomnd monies.  This will
Iy pnq%ihlp; since the praporticnn of ouarontes coverane
required will diminish as cooperatives constitute their own
gquarantees, or as the bank accenpts 2 ecertaon degree of rish
far selecird cooperative custromers,

o The number of cooperatives invelved in the quarantee fuord
program of the cooperative training component ehoold™randt i ane
to he ewpanded. The program activitiee, whickh have bean
successful so far, should be expandod to alluw more COOp=ras
tives to benefit from training activities and the develop-
ment of viabhle economic activities.
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Other banbs. nawnely the RDRM ared the Dar Al Mal Tslamy whonlsl
be invited to participate in the expanded guarantes fund
prugram. This is necessary, 1n light of kEhe national
coverage aof the project, its rapid evpansion. and ths pre-
sence in areas not ser ved by the BIAD. This will also allow
some diversification in the sources of financing, and permit
cooperatives to choose the banl they wish to work with.

The banks shonld be encowaged to devote personnel
resources towar ds the creation of rural, or agricultural,
lending departments to manage Lhe conprorabive credit progr 2o,
This iz necesssary in order to ensure confimiity of interosl
and participation aon the part of the banks, Tdeally, the
coopeErative loan advisor'®s function showld disappesr and his
dutines tabten- over by banlk personnel, worbing vn the banlks
ural Jlearding depariment . and traiced in rural developasant
Fechni ques, a5 well as finasnce and banling,  This is a
nereonsary step ke ensire the contimuaty of hreck relationes:
betwaeen the kants and the cooperatives, withont the need for
Ay intermediaries, :

Fooperatives chould be encouranged to give Lhe Lanl real
guAar anbecse, in sddition to e in cordanchien with Fheir
indy vidual guarantee funds.  Lireas on inventory is one
possihili b, fs & hanking cuskomer, Lhte shaonld be requiered
wif Lthe rooperatives As it Je reguired oof -~y edher costomee
The extent of real guarantees required w111 be o function of
the amount of giarantes funding availzble, aither at the
caoparative o glolal level, Lhe level of rooperakive
capikal .. and the bank’ s appreciation of the cooperative’ s
creditworthiness. |
The cooperatives showld begin Lhe JTegael uroress of capibal -
Tabion s saon ae pessihle. They sheald conl! snue Lo open
wavings Accounts and, an thelr rapital hase increases., tioe
deposrts.  All forms of sevings schemes st the gooperalive
level shauld be encouvraged fo oAnim e Lhe financial
raesources that enist in Lhe rural arcaes.
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AMMEX 11

FINANCIAL AGREPMENT BEIWEEN L
[HE COOPERATIVE LEAGUE OF THE USA AND P
BIAO-NICER

INTRODUCT [ON "

USAID signed, on Januarvy 11, 1985, PIL No. 12 with the Government of
the Republic of Niger concerning the Agricultural Productioun. Support
Project. 1In this PIL, USAID gave their approval te put into place a
mechanism for financing agricultural inputs, small agcicultural:
equipment and other economic activities that could contrlbute to the
economic development of the cooperatives.

Another goal of the project is to increase the committment of .the
various participants in the agriculrural sector, particularly=the
cooperatives, the mutuals and the peasants——the principal benﬂf1clar1es
of this project. '

With this in mind, Lt was decided to establish a credit syqtem of shorc

term loans fer financing agricultural inputs, reimbursable at -the end

of each agricultural season; and medium term loans of up te three

years for financing small agricultural equipment and other economic
activities rinanced by che bank, with pre~determined Eelmburhement
schedules.

Finally, in order to reinforce this policy of increasing committment,

CLUSA has decided to begin its work based on a system of pilat’cooperatives,
which would be che first to open bank accounts at the BIAO-NIGER.
The gbjective of the present agreemeant is to define the roles and res-
ponsibilities of CLUSA, on the one hand, and BIAO-NIGER on the-other,

ARTICLE I - GUARANTEE FUND

A. CONSTITUTION

1. Since the sole objective of BLAQ NIGER's participation is .to

permit access to credit by the cooperatives,and that withput.any risk
initially for the bank, prier te the commencement of any tramsactions,
CLUSA will make a deposit at BIAO NICER into an account intitled "USAID
GUARANTEE FUND." USAID will address a letter to BIAO NIGER indicating
‘that the Guarantse Fund is to be used to guarantes transactions carcied
out by the BIAQO NIGER under the financial agreement which it has signed
with cLUSA., . ] Fren

e
- .
ey

2. The amount of the deposit will be determined by CLUSA according to

the volume of loans which it intends to distribute. This amount, thecefore
can evolve over time, concinually maintaining an 85% ratio of™loan to
guarantee fund for possible interest and account commission pverruns.

3. The guarantee fund account can zarn interest at a rate negociated by

. ._:5." .
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the two parties and based on the established rates and taking- intor account
the debit interest rate on the loans., This will be Jetermined beforehand
by CLUSA with aliowance for a protic marpgin for the BIAD NIGER., The

BIAO NIGER considers a normal profit margin to be about #e Deter-
mination nf rhis rate will be addressed later In an anpex to,the present
agreement. [t will be calculated based on the amount of the deposit and
the debit interest rate applied by the bank . the lines of’ credit made
available to the cooperatives.

4., Credit interest earned on the Guarantee Fund depusit will be credited
fn a special account entitled COOPERATIVE RESERVE ACCOUNT," whose
“vvctioning and use remain to be defined in an annex to the.present
agreement.

5. Since BIAC NIGER can only make loans in F.CFA, CLUSA's dep031t of
guarantee funds must consist of F.CFA.

6. If the BIAO MICER were to raceive foreign currency. CLUSA authorizes

. it to convert those Funds on the foreign exchange market. The counter-

-

value in F.CFA obtained by that transaction will be credited to the
guarantee fund account and will represent the amount of the USAID
GUARANTEE FUND which will be used in determining the volume of loans
which can be made by BIAO NIGER.

7. At the end of the project, BIAO NIGER must reimburse ta CLUSA the
amount of unused F.CFA. 1If the deposit of funds was originally made in
US dollars and converted by BIAQO NIGER, then the bank must, at each
deposit of guarantee funds, take the necessary measures which will
permit the reconversion of F.CFA into US dollars at the end .of the
project. This reconversion will be done according to the US dollar
exchange rate on the day of reconversion, it being understood that the
BIAO NIGER will not incurr any exchange risk.

B. CONDLTIONS FOR CALLING THE GUARANTEE

l. The guarantes fund's purpose is to enable the bank to indemnify itself
in case of loss on credit transactions. Activation of the guarantee must
not occur until after an intensive reccvery action undartakeun by the
representative of CLUSA as well ‘as the appropriate departments of the
BIAQ NIGER.

2. In order to obtain the best results from the recovery process, a
maximum delay of six months should be observed from the mbment when a
loan is declared doubtful before the guararmtee can be called.

3. A loan is declared doubtful if, in the case of short term loans for
agricultural inputs, the loan is not reimbursed in full one year afrter

it was made. In the case of medium term loans with 'precise reimbursement
schedules, a loan can be declared doubtful if the cooperative has missed
six consecutive repayments(if the repayment is monthly) or two
consecutive repayments(if the repayment is quarterly).

4. If a doubtful lean has exceeded the six month limit mentioned above,
the bank can indemnify itself by debiting the guarantee fund actount.
The bank must inform CLUSA of its intention of doing so by registered
mail three weeks before the intended action. CLUSA must give its
written agreement to the bank upon reception of the bank's letter.

¥ il o et e e



-putiting into place a credit program, -
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5¢ The bank must maintain the funds obtained from _the guaraﬁtee fund in a
specinl reserve or provislions account for another six months;:in order

to permit further recovery actions. If durlug this pecrilod the recovery.

1s successful and reimbursement is obtained, then the amounrs. taken from

the guarantee fund and held in reserve by the bank should berreintegtated

to the guarantee fund, ILf reimbur/ement is not. “obtained or*is onlyiZe” & -
partial, then the bank is free, after having adVised CLUSA “to indemnify- - ,
itself and the doubtful loan account closed. S : 5

f In case the bank has definitively indemnified itself omia doubtful
loau after the complete recovery process and subsequently the: debtor .
manages to pay all or a part of the debt, the amounts received will be
reintegrated into the guarantee fund and the debtor authorized to borrow
again under the same guarantee fund. '

ARTICLE IT - CLUSA's RESPONSIBILITIES

ol A

CLUSA is responsible for the initiation of the project, its: management
and its conclusion, As such, it has the following respon31billtie5'

l. Te indicate to the BIAO NIGER the cooperatives(sole customers of the
bank)that will participate in the program and receive credlt:

2. To determine thé amcount of credit te be accorded to each_cooperative.
the global volume of credit depending on the amount of the guarantee fund
and the above-indicated ratio of loans to guarantee fund.

3. To establish, at the end of each agricultural season financed, a
report, which should be submitted to BIAQO NIGER. This report should
indicate +, based on the conelusions arrived at, the cooperatives which
nave not fulfilled the reimbursement requirements and which mconsequently,
will not be ailowed further credit.

4. To authorize the BIAC NIGER, at the end of each agricultural season,

at the end of the experimental phase detailed below and at any time

that a loan is declared doubtful following the procedures established in Article T
above, to indemnify itself by debiting the USAID GUARANTEE FUND for

the full amount of amounts not reimbursed by the conoperatives, including

interest and commissions generated by the credit operations.’

5. Aay instructions given to the BIAO NIGER should be xn<wr1t1ng and should
refer to the present agreement and its annexes.

ARTICLE TIT — RESPONSIBILITIES OF THE EIAQ WIGER c

BIAQ NIGER will extend short and medium term credit facilities to
ccoperatives under the project. In doing so it will not acceprt any
financial risk on loans made. during the two-year experimental::phase of
the program, except in the case of medium term loans whose ‘reimbursement
period exceeds two years. Beginning in Year IIT, BIAO NIGERyagrees to
accept 30%Z of the financial risk, thus freeing a corresponding part of
the guarantee fund which will be used to contribute to the capitalization
of the cooperatives. This process will be dealt with in an-annex to the
present agreement. - s an

BIAO NIGER's responsibilities during the first two years are limited to
making available the full range of banking structures nacessary for

iy xm -~
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in ovrder to do this, the BLAO NICER must: AT

I. Open an account in the name of each cooperative Lndlcated by CLUSA.
There can be short term accounts for seasonal lnput loans and’ other loans
reimbursable within one vear, as well as medium term accounts.‘ Medium
term loans must not exceed three vears in tenor. .;h

2. Place at the disposition of the cooperatives the amount of the loans
vned upon. . _~‘ ;

3. Deliver Eunds requested by each cooperative, in liason- wich the CLUSA
representative, within the limits allocated to each. Delivery of funds
can be done by the use of checks signed by at least two authdrized
cooperative signators. Other details concerning delivery of@fnnds can

be detailed in an annex to the present agreement if necessaryl

4, Establlsh a file Eor each cooperative containing the loanﬂagreement
signed between the cooperative and 'the BTIAO NIGER, a loan-ca¥d indicating

the authorized loan limit, the amounts lent, interest and ‘account commissious,

and repayments made and the balance remaining after each repayment.
An account statement must be sent to the cooperatives on a“quarterly
basis and the bank must make available to the authorized cooperative
sighators interim account statements when requested. <

3. Make the above files available to the CLUSA representative at any
time in an office placed at the disposition of the representative on the
bank's premises.

.

6. Send copies of all correspoandence between the bank and: the cooperatives
to the representative of CLUSA. .

ARTICLE IV - TERMINATION

At the end of the two-year experimental phase, CLUSA AND BIAO:NIGER

agree to: Y

- eirher terminate the operation if it proves unsuccessful.

- or to continue: in this case a new financial agreement can-be drawn up.

ARTLICLE V - CONCLUSION

Other specific issues and problems will be dealt with in, annexes to the
present agreement. ' \ -

"

COOPERATIVE LEAGUE OF THE USA BIAO NIGER
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