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1. Background

The original design (1981) of the agricultural input supply component of the
Agricultural Production Support Project proposed to increase the storage and
handling capacity of the Centrale d'Approvisionnement of the UNCC and thereby
increase the amounts and improve the timeliness of agricultural input delive-
ries to cooperative farmers.

The plan proposed the construction of 4 000 m2 of storage capacity distributed
in the Departments and Arrondissements, the construction of a small office
complex for the headquarters of the CA in Niamey, and improvements to the
management system in the areas of input distribution, inventory control,
transport planning and the introduction of financial management procedures

to improve cash flow and tighten control over funds. Those improvements were
to be carried out with the support from technical assistance, namely a Senior
Management Advisor (2 years); a Staff Development Advisor (3 years) and
12-person-months of short term consultants; participant training in the

U.S. for two students in business administration and two students for similar
training in Africa; six trainees for three month training courses in Africa,
and four participants for third country tours of successful agricultural input
supply systems. In addition office and warehouse equipment and personal vehicle
support would be supplied.

The AID/Washington Projact Paper review team determined that the input supply
component of the APS project was inadequata, and that a redesign of this
component was necessary as there was insufficient involvement of the private
sector in input supply, and that past public sector operations had been
charactarized by inefficiency due to inadequate means placed at thelr disposal
as well as to the inherent operating inefficiency of a para-statal organizatiom.

In November 1982, the Zinder seminar attended by international donor agencies
outlined GON's future strategy for rural development proposing increased parti-
cipation by the cooperatives in the management and distribution of agricultural
inputs; the freeing of certain inputs from public control and distribution

to encourage participation of the private sector; the need for financing farmer
purchase of inputs at rural level; and the proposal that the CA move towards

a commercial type structure but which at the same time would permit cooperativas
to function independently in the input supply markat. '

The 1983 agricultural input assessment studies on the present situation have
clearly indicated a major problem to be the inability of the CA to function
adequately due largely to financial problems beyond its comtral and caused
largely chrough non payment for inputs resulting in insufficient cash flow
leading to inventories being rotated at a very low turnover rate, and crippling
interest charges payable to the CNCA, on unsold inventory. The financial
problems associated with the funding of agricultural equipment on four year
credit are more complex than thogse for seasonable inputs such as fertilizers,
fungicides, insecticides, and seeds, and stem in large measure from the serious
financial problems facing the CNCA which 1s currently the object of study by
technical assistance agencies. Thosgproblems in turn have affected the three



agricultural equipment production factories, their present output and future
plans. The input supply component of the APS project has therefore addressed
itself to seasonal inputs whilst awaiting resolution by other agencies of the
complex issues surrounding CNCA's agricultural credit operationms.

The preliminary assassment reports have not been able to find convincing proof
that at the present time the private sector could be relied upon totally and
independently to guarantee a future input supply and distribution system for
fertilizer due to their vulnerability to interruption or complete cut off from
Nigeria source supply, the nature of their business practices involving very
minimum risk taking,preferring to match buyer with seller and with little
capital tied up in inventory, the probability of collusion on pricing instead
of competition,and their lack of knowledge of products. The present symbiosis
which exists batween private and public sactor is however vital to guaranteaeing
present public sector fertilizer supply as long as the present source exists,
and small commercant activity is diractly beneficial to farmars in those areas
where fertilizer 1is sold undercutting CA prices.

This present fertilizer supply situation is vulnerable as well as the business
activities of those engaged in commercial procurement operations, aad a future
procurement and distribution system will require to taka account of and plan

for the need to establish an agribusiness capable of guaranteeing supply,
flexible enough to be able to maximize private sector involvement in procurement
and/or distribution, and which is supportive of GON's declared policies of
enhanced cooperative participation in rural development.

The 1983 agricultural input study reports have provided the technical and
analytical background to the presaent implementation plan which takes cognizance
of AID/Washington's earlier refusal to support the 1981 proposal and the 1982
GON rural development stratagies.

The design of tha input supply component which is based very largely on seasonal
input guarantee funds, is very closely linked to the cooperative training
component of the APS project through cooperative management training and to

the Rural Sector Grant in respect of tha future utilization of counterpart

funds generated from the sales of commodities.

2. Description

Firscly it is the purpose of the agricultural fnput supply component of the
APS project to increase demand for seasonal inputs through the introduction of
a funding mechanism at cooperative level, so ralieving a major conscraint to
GM/farmer access to inputs.

Secondly, to provide in the near to medium term for the institutional framework
for progressive voluntary cooperative participation in the management and
eventual ownership of an agribusiness based on inputs.



Thirdly provide for the private commercial sector to participate competitively
in both the supply and/or distribution marketing functions related to those
actions,

To achieve the purpose AID will provide funds for bank guarantees to enable
cooperatives to operate bank accounts, have access to funding, and thereby
increase the quantity of seasonal inputs paid for on cash basis to suppliers.
This will relieve a major constraint on the use of seasonal inputs such as
fertilizer, fungicides, insecticides .and seed.

The guarantee funds will later, and at the appropriate time, be partly converted
to cooperative -capital to assist cooperativaes with capitalization of their
business on a mutual contribution basis.

AID will supply technical assistance (Cooperative Loan Advisor) to identify
‘pilot areas for an initial testing and monitoring phase, following which the
program will be assessed by project evaluation, with the intention of expansion
to other areas,

An annual audit will be performed to control the operation of the guarantees
fund, cooperative participant funds, and the CA/CCIA accounts.

Public and commercial banks as well as the agricultural credit bank (CNCA) have
exprassed 1lnterest in participating in this program. Ome public bank already
has cooperative accounts (BEDRN) and one commercial bank (BICI) operates the
collective ONAHA account for the rice cooparatives in Niamey Department.
Cooperative participation in input supply will be coordinated with the
cooperative training component.of the APS project.

Cooperatives with access to funding to purchase seasonable inputs will be supplied
either from the public or private sector, whichever the cooperatives finds the
most: suitable,

During the life of the project, assistance will be given to develop commercial
business practices within the CA through the services of an Internal Financial
Advisor. This will prepare for the replacement of the CA by the cooperatively
owned and managed Central Cooperative Input Supply Company (CCIA).

During this transition period, (CA/CCIA) cooperative participation in the
management of the CA will be encouraged through the establishment of a management
committee with reprasentation from the Ragional Cooperative Unions. Public
sector representation on the committee will be withdrawn as a function of
replacement by the RCU members.

GON support to the CA will continue during the five year transition phase,

and as a function of the CA/CCIA improved fimancial ability to initially cover
variable costs, then an improving percentage of fixad costs as a result of its
trading activities.
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This move towards increasing profitability will require progressive elimination
of subsidies and full cost pricing of seasonal inputs. Project evaluation will
determine the rate of progress in attaining self-sufficiency and progress achieved
in preparing for eventual ‘cooperative ownership. The intermal financial advisor
will have a key role in guiding the CA/CCIA to self-sufficiency.

Should GON as well as Project evaluations determine after two years operation,
that this is unlikely to be attainable within the time frame of this project,
the project purposes will be re-examined.

To provide additional support to the project purpose, AID will supply a limited
amount of office furniture and equipment, vehicles, long-term business management
training, short term training, and supportive operating costs for technical
asgistance of the management committee of the CA/CCIA.

GON's contribytion will be CFA 2,873 million (US$7.18 milliom).
a) present day value of warehouses and ateliers which will be handed over to
the RCU's estimated provisionally at CFA 2,000 million (US$5 million)
b) operating costs of the CA; salaries of personnel (20) at central and field
level; salaries of trainees during ctraining; and operating costs of the
CA/CCIA distribution system - CFA 873 million (US$2.18 million).

The cooperative contribution will be CFA 606 million (US§S1.5 milliom)
a) bank interest on cooperative accounts = CFA 360 milliom (US$0.9 million)
b) mutual capital fund contributions - CFA 246 million (US$0.6 million)

AID's contribution will be $5 millionm.

Phasing
Phase 1 Guarantee funding by AID on a test scale to permit cooperative access
Zyaar 1=2) to bank finance on commercial terms to purchase seasonal inputs;

Institutional changes to permit cooperative representation at
central level.

Introduction of business management methods at central level,

FPhase 2 Expansion of bank guarantee funding to an increased number of
(year 3-4) cooperatives; :

Voluntary cooperative shara ownership by GM's through donoxr/GM
mutual funding;

Prepare the institutional and corporate bagsis for the Cooperative
Input Supply Company.

Phase 3 The incorporation of a central cooperatively owned and managed
(year 3) input supply company based on voluntary shareholding from
cooperatives;

Project progress will be evaluated after two years and at the
end of the fourth yaar.



3. Goal and Purposes

The sector goal to which the APS project will contribute is long term
food self-sufficiency for the country and increased agricultural incomes for
the rural population.

The sub-gector goal to which the agricultural input supply component of the

APS project will contribute is the development of a phased voluntary cooperative
input supply system which will be self-financing, serve the interesc of cooperative
farmers, and which will be progressively managed by or for the farmers or their
representatives, and which will eventually be owned by ‘them.

Purposges

a,

b.

C.

Bank Guarantee Fund

In the near term and to release the marketing constraint on farmar purchase
and usage of seasonable inputs, the introduction of a f£inancing mechanism
(Bank Guarantee Fund) at the cooperative/GM interface to be tested initially
in cooperatives bafore being extended on a wider geographical and participant
basis. Donor contributed guarantee funds will provide bank guarantees for
cooperatives to operate accounts or lines of credit.

Cooperative Management of National Input Supply Organization

In the short term, initiate voluntary representatives cooperative participation
and policy decision making within the Cantrale d'Approvisionnement through the
election of an executive management committee who will be empowered to initiite-
policy and operational changes in the marketing and distribution of inputs, and
at central level, improvements in business efficiency. This ic the first insti-
tutional step towards the organization of a central cooperative agricultural
input supply company (CCIA).

Voluntary Cooperative Share Ownership

In the medium term, provide for farmer or G.M. share owmership and commitment
to the cooperative through voluntary mutual funding from farmers/GM's and the
donor guarantee fund. This is the first step in voluntary cooperative share
ownership towards the eventual cooperatively subscribed and managed input
supply system.

Private Commercial Sector Participation

Encourage the private commercial sector to trade agricultural inputs directly
Co cooperatives on a cash payment basis, through the latter's access to the
financing mechanism, or direccly at wholesale level with the cooperative
represented CA/CCIA, or the cooperatively owned and managed CCIA.



e. Commercial Business Practites
In the nesr term introduce commercial business management accountancy practices
at Centrale level with the purpose of moving towards self-sufficiency and lesser
dependence on GON financial operating support.

£. Cooperatiye Ouwnership of National Input Supply Organization

In the long term provide for voluntary participation of the cooperative
movement in the constitution of a Central cooperative Input Supply Company
through share subscriptions from capitalized cooperatives.

Spacifically at the and of this five year activity the following outputs will
have been achieved:

‘OUTPUTS

a. Increased Farmer Consumption of Seasonal Agricultural Inputs

Significant progressive increase in farmer demand and consumption of seasonal
agricultural inputs such as fartilizers, fungicides, insecticides, and seeds,
either supplied initially through the existing public (CA) or private sectors
or progressively thraugh a voluntary cooperative self managed system (CCIA)
which will replace that of the public sector (CA). The transition phase will
ba a combined public and cooperative enterprise (CA/CCIA).

b. Cooperative Marketing nf Inputs

Significant increase in cooperative marketing of seasonal agricultural inputs
through access to seasonal credit on commercial bank terms.

€. Cooperative Management Capability

Development of cooperative managerial capability through management of seasonal
agricultural input supplies and practical training from the cooperative training
component of APS.

d. Improvement in CA Cash Flow/Distribution Costs

Initial rapid improvement in the public sector (CA) cash flow situation leading
to lower operational costs and GON financial support requirements, and providing
the basis for the development of a sustainable cooperative business operation,

e. Voluntary Cooperative Growth

A bottom upwards growth pattern towards a central cooperative agriculctural input
supply company based on voluntary capital participation and eventually ownad
and managed by cooperative sharebolders.



INPUTS

The USAID comtribution to this component will comsist of:

a.
b.

Ce

d.

£.

Bank Guarantee funds.
Equipment for:

- 0ffice furniture and equipment
~ Vahicles: . 7 4x4 vehicles
. 2 2x2 vehicles

Technical assistance

1 Internal Financial Advisor for 4 years
1- Cooperative Input Loan Advisor for &4 years
12 person months of short term consultants

Training

- 2 participants for Iwo year business administration training (USA)
to masters level
- 2 participants for short term (six wmonth) training in inventory

management and financial analysis
Operating Costs

- operation and maintenance of technical assistance vahicles
~ office supplies
- operating costs for the establishment of the’ Management COmmictnc

Audit support for

- CA/CCIA
- Guarantee Funds/cooperative accounts

The GON contribution will ba:

a.
b.
C.
d.

Salaries of CA persomnel at central and £ield leval

Salaries of trainees whilat away from duty station abroad on training
Operating costs of CA distribution system in the initial stages.

UNCC warehouses and ateliers.

The cooperative contribution will be:

a. Bank interest charges

" be

Mutual contribution funds.



4, Key Feasibility Issues

The key issues related to the achiévement of the stated outputs for this
component are:

a, éggicul:ural Equipment Credit

A major issue that has not been able to be adequately addressed under the im-
plementation plan for seasomal agricultural inputs is that gf'agricultural equip=-
ment financed on credit.

Factors involved include the present bankruptcy of the CNCA as the agricultural
credit institution currently under review by external assistance agencies to
determine ics future; a need for research and development work to improve the
_tachnical efficiency of the equipment and its adaptability to differenc
ecological zones, and the high cost of production.

GON is considering intermal reorganization of the distribution circuic for
agricultural equipment in the following manner. The cooperative, without passing
through the COTEAR, COTEDEP structures will make a request for a line of credit
directly to CNCA. On approval by CNCA, the cooperative account will be credited
wich the approved line of credit. On presentation by the cooperative to the
CA/CCIA of documentary- proof of the line o6 credit, the latter will purchase
from the ateliers and deliver the equipment to the cooperative. Following
delivery, CA/CCIA will be paid by the CNCA and the cooperative account debited.
CNCA will be reimbursed by the cooperative over a four or five year period.

The proposal would call for a raevolving fund at CA/CCIA level to bridge the
financing of the cost at the time of purchase from the ateliers with the revenue
at the time of sales. The sales price would include distribution charges.

A suggested alternative might be for the ateliers to be paid directly from the
CNCA cooperative line of credit following delivery by the CA/CCIA, and the
latter prepaid on agreed delivery charges from the same line of credit. This
would absolve CA/CCIA in finarncial capital commitment as an intermediary, and
provide cash flow to the CA/CCIA.

To provide ongoing assessment of the agricultural equipment issue, the input
supply component will give priority to consultant financial and systems analysis
of thls agricultural input which like seasonal inpus has to address fundamental
financial and econmomic concerns. At the same tima, the nature of any reorganiza~
tion for the CNCA will have been identified, including the terms and conditions
of a 1,1 milliard CFA rescue package proposed by the CEEE.

In terms of assessing the suitability of agricultural equipment for different
ecological zones, the FEED project will relate to this issue.
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b. GON support

That GON will continue to support the principle of cooperative participation in
the agricultural input supply system, and that during the CA/CCIA transition
phase will maintain support to a A component operating on business principles
and irrespecrive of reorganizational plans for the future of the UNCC organiza-
tion, This will be the subject of a covenant between GON and AID.

C. Cooperative Management Suppoft

That cooperative representatives at Departmental level will be capable and
willing to participate in overall management responsibility at central level
(CA/CCIA). The cooperative training compoment will support this issue, and
project evaluation will determine progress achieved.

d. Guarantee Fund Impact

That the test of the guarantee funding mechanisms in the pilot areas will convince
cooperatives to proceed to the mutual funding phase 8o capitalize cooperatives

and thug provide the basis for the shareholding subscription capital to the
Cantral Cooperative Supply Company. This issue will also be supported by che
cooperative training compoment, and will be subject to progress and project
avaluation at appropriate timas,

e. Pricing of Inputs

Agricultural input prices are fixad by a GON public sarvice commission chaired
by the Ministry of Rural Development and are calculated after the amount of
subsidy from the FNI or CSPPN is known.

If the cooperative managed CCIA is financially self-supporting, it will require

to have control over its pricing structure in order to cover costs and set aside
reserves. It may require to compete with the private sector in certain areas or

may have an almost exclusive market share in other areas. National prices would

possibly disappear, and be replaced by regional prices to reflect real distribu-~
tion costs and/or competition from traders.

The management committee of the CA/CCIA will require to address this issue
with the GON price fixing commissiocn and establish ongoing dialogue on price
policy.

f. Existing debt of CA to CNCA

Bafore the cooperative managed CCIA can become self sustaining, the exiscing

CA book deht of some 1,5 milliard on the CA/CNCA account will require to be
extinguished. The Internal Financial Adviscr to be provided under technical assist-
ance will undertake an_analysis of the overall CA existing accounting system to
determine how best this can be achieved to recover unpaid credit sales, reconcile
sales documents with bank receipts, and trace transactions recovered by the CA

but not appearing in the CNCA accounts. This analysis could usefully be recorded
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and analyzed on a computer and form the basis for computerization of all CA
or CA/CCIA transactions.

g. CA/CCIA Revolving Fund and Guarantee Fund

The final issue relates to a stroang recommendation by the input supply working

party, convened by the Secretary Géneral of the MDR, to provide the CA/CCIA with

a reavolving fund to supply working capital, and also a guarantee fund for agri-
cultural credit to be used in the case of default and non payment caused by
natural calamities (drought).

Reference to the revolving fund for agricultural equipment credit has already
been made under issue a)., This fund will also be used for seasonal inputs to
provide liquidity for faertilizer replenishment by the CA/CCIA. Present stocks
of fertilizer in the CA network are approximately 7,000 MT (CFA 315 milliomn),
and assuming the sale of this to the cooperatives under the cooperative bank
guarantee funding program, this would enable the CA/CCIA to repay most of its
accumulated interest and capital on fertilizer to the CNCA. However to purchase
fresh stocks, a revolving fund would be required on which no interest would be
payable, as this would rapreseant CA/CCIA working capital. This capital would
be revolvad on a seasonal basis as tha CA/CCIA would be paid cash by the
cooperatives for inputs resulting in a major improvement in cash flow for the
CA/CCIA,

A revolving fund of $0.5 million would be requirad to capitalize the CA/CCIA
for seasonal inputs. .

The provision:of a guarantee fund has been requasted by the working party to
cover non payment by defaulters in the event of drought. This threat is ever
present in Niger and would affect all agricultural inputs as well as the
CA/CCIA system. In the event of drought, it would appear likaly that
asgistance would be mobilized by many donors as has been the case in the past
for food supplies.

These issues require to be resolved directly between the GON and AID. In the
event that the CA/CCIA is provided with working capital, under the axisting
funding limits of the input supply component, bank guarantee funds to the
cooperatives would be reduced by a similar amount or sought from the Rural
Sector Grant program.

An issue which is outwith the immediate scope of this input supply cumponent
is future supply source for inputs, particularly fertilizer, on the assumption
that temporary or permanent disruption or stoppage of supplies from Nigeria
occurs.
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Feasibility studies financed by AID on the local manufacture of partially
acidulated phosphate rock (PAPR) may lead to economic-local source supply of
granulated phosphate nutrients within the next 3-5 years, however nitrogen
fertilizers will require to be imported at world market prices. At those prices
they would probably only be profitable on irrigated cultivation at current prices
for produzts, and unproiitable for dryland farmers. An official dialogue and
arrangement between the two governments through the offices of the Nigero-
Nigerian commission may provide for temporary supplies of nitrogen fertilizers

at economic prices. :

If sources of supply of fertilizer become a procurement problem, then so doas
self-sustaining cooperative participation in the input supply system. The only
way in which this would then be sustainable commercially is through fully priced
inputs being reflected in fully priced products, and possibly an intermediace ’
donor grant program to sustain this purpose.

S. Amplified Descripcion of the Financing Mechanism.

The major bhrust of the iczput supply component of APS is directed towards
releasiag the constraint on the purchase of fungible sesasonal inputs by farmers.
The £inancing mechanism of this component is as near to the farmers as the
prasent institutional structurs permits i.e., at cooperative/GM level or

in certain cases at ULC/cooperative lavel, and excludes a topdown approach

from the public sector.

It is designed to davelop financial management capability off tha cooperatives
through an initial test phase, to be followed at the appropriate time by
voluntary financial commitment of the G.M.'s co the cooperative and to support-
ing cooperative self sustaining operation, and an awarensss that thepublic
sector no longer exists as an inehaustible source of credit funding.

The mechanism will provide for certain controls to avoid potential decapital-
izacion of doncr funds as well as providing for eventual share subscription
and cooperative ownership of the Central Cooperative Input Supply Company (CCIA).

Providing that CA/CCIA were the suppliers, the immediate effect of relieving
the funding constraint on input purchase by consumers would be to release the
fertilizer presently congesting the CA storage and distribution system, permit
the CA/CCIA to finance cash purchases of new stock, and fertilizers to be used
immediately for increasing productivity. However, the suspicion that farmers
retain of public sector "assistance" has first of all Lo be removed through a
test phase to convince and demonstrate to them the validity of whact is being
proposed, much i1n the same manner that demonstration fertilizer plots are

oy
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racognized as visual motivating marketing factors:to financial coumitment and
purchase by the farmer,

Guarantee Fund

Access to seasonal commercial bank credit for cooperatives will be provided
through donor supplied guarantee funds to the bank. Those are blocked funds,
either earning or not earning interest depending on donmor regulations, and are

- not directly accessible to the cooperative. Their purpose 1s to serve as colla=-
teral to the bank to enable the cooperative to open a current account or line of
credit in its own name for seasonal inputs, but on which the cooperative will

- require to bear servicing and operational charges. In a worst cagse of total
default by the cooperative on its account, the bank would call ip the guarantee
deposit to indemnify the loss, and the cooperative would have no further access
to commercial bank credit for seasonal inputs.

Controls

-In order to prevent such a situation arising, or to have early warning of
approaching difficulty, certain controls are provided.

l. The guarantee fund will be testad in selected cooperatives to be fdentified
through a preliminary f£ield survey raeport, the terms of raference of which
will be prepared by the cooperative input loan advisor, and counterpart,
and management committee of the CA/CCIA. The terms of reference will be
submitted to AID/Niger and MANCOM/CCIA for approbation and concurrence, and
will include verifiable and documented information relative to existing
credit records and past history with the CNCA, or commercial banks, of thae
proposed cooperative participants. This is essentially a credit rating
component of the survey.

2. Cooperative drawing limits on individual accounts will be limited, under
a convention between donor and bank, to two-thirds of the capital value of
the guarantee fund. This will prevent total collapse of a particular coopera-
tive's guarantee fund. It will also incite the cooperative to rapid repayment
of principal and interest charges in order to re-establish credit facilities
in the following season, as 100% annual repaymenc of capital, interest and
charges 1is obligatory.

3. Prior to the establishment of guarantee funds, the cooperative loan advisor
and counte:part will conduct sessions with cooperative members in order to
familiarize them with the concept and responsibilities of operating bank
accounts. Subsequent to this the members will decide by vote if they wish
to participate, or modify the procedures. They will then designate personnel
to manage the account, and the loan advisor and counterpart with personnel
from the training component will work with the designated persounel to enable
them to understand fully their function and how to execute it.

o
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4, Prior to AID/N approval of the guarantee fund for a particular cooperative,
the cooperative loan advisor and counterpart will submit to AID/Niger a
projected and provisional twelve month operational statement prepared with
the cooperative's management on the anticipated cash flow for the peridd
including withdrawals, reimbursements and provision for interest, management
charges and/or capital reserves or bad debts. This would be a prerequisite
to guarantee fund collateral, and necessary to compare eventual performance
with the reality of the projection.

5. Monthly statements, prepared under the supervision of the cooperative input
loan advisor and counterpart, and submitted to AID/Niger (Controller) of the
operational state of the cooperative accounts, detailing drawings, reimburse-
ments, interest charges, balance, etc.

6., Finally, the donor guarantee fund/cooperative current accounts in operation
in the pilot area would be subject to external audit, prior to the end of
the demonstration phase to demonstrate their viability, and before proceedin;
to the mutual contribution phase.

Annex I provides a flow chart (Figure 4 ) of funds and inputs resulting from
guarantee funding at cooperative lavel, and Annex 3 an illustrative budget for
an initial guarantee fund.

Mutual Contribution/Cooperative Capital Structure

Essentially the testing of the donor guarantee fund will have achieved five
objectives: ' ‘

a. provided "hands on" aexperience to cooperatives in managing finance on
cor.narcial tarms;

b. allayed suspicion that the public sector or the state can of'ﬁili51n§qrf§re
wicth their operations; D ‘

¢. increased the use of seasonal 1nph:s!pﬁ:chased onla,caSh-or‘ﬁgéﬁigagh basis.

d. established confidence within cooperative management chac'thzyvéah‘run ,
their own business ' - :

e. enabled the cooperatives to establish, or begin to establish capital
raeserves.

On the assumption that all or most of those five objectives have been attained,
the next stage 1s for the cooperatives to voluntarily develop the capital
structure in order that the G.M.'s have a financial and personal commitment to
the development of the cooperative as a business. Without the commitment from
cooperative members and a vested interest, the cooperative is non viable in the
long term as a business enterprise. The vested interest and capital structure
is also necessary to provide for the eventual voluntary share participaticn in
the Central Cooperative Inmput Supply Company, which will be owmed, and/or,
managed by or for the shareholders.

)b
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To provide business confidence and financial support to cooperatives to create
capital reserves, the donor or donors will contribute on an equal participation
basis with the GM's to the formation of Mutual Capital Funds at the cooperative
level, Cooperative capital contributions will be generated from reserves accumulated
thru trading, as described under 7) GON/Coop inputs, or thru direct share partici-
pation. The limits of donor funding will be identified. as a fuaction .of progress,
performance and requirements, but essentially the GM's will become shareholders

in the cooperative with a suggested minimal subscritption to the capital of the
cooperative equal for example to 25% of their average seasonal credit requirements-
Anything less is likely to be of token value and would be an undercommitment.

The test marketing phase should have convinced @M's of. the viability of the
guarantee program, and therefore encourage voluntary self commitment with the
further incentive that the donor/donors will also contribute franc for franc
towards the capitalization process. Details o€ Mutual Fund constitution, operatiom
and guidelines will be established at the appropriate time and towards the end

of the test marketing phase, and will be developed in collaboration with the
cooperative training component of the APS Project. Annex 4 gives an illuscrative
budget for mutual fund contributions.

6. Amplified Description of Institutional and Operational Changes

The project design provides for a phased reorganization of the public sector
input supply system presently managed and operated by the UNCC/CA to that of

a cooperatively owned and managad system (cctA) with trading participation from
the private commercial sector.

Two fundamental assumptions to the design will be proven willingness of coope-
ratives or their representatives at higher departmental levels (RCU's) to
eventually participate in overall management responsibility at central level,
or to pay for those management skills, and secondly GON's preparedness to
continue to support the public sector CA component of the input supply system
during the transition phase (CA/CCIA).

The reorganization will be initiated during the first five year phase and will
require basic reforms in terms of legal status of the CA, and the cooperatives,
managerial and financial changes, the introduction of proficable trading
concepts, and exteansive training at both central and cooperative level of
competent management skills.

Effective participation of cooperatives in the input supply system at rural

level will be established in an upward growth manner starting at the level

of coops/@'s or where this is not feasible at ULC/coop level. The bottom up
growth path will be adopted by the APS cooperative training componeat which

will strengthen management ability at coop/GM's levels. The input supply component
through the funding mechanism for imputs described earlier will provide near

term practical support in pilot test cooperatives. This will encourage the
marketing of seasonal inputs, the flow of inputs through the system, and cash

or near cash payments. The funding mechanism will also provide for voluncary
capitalization and shareholding of the cooperatives through a second later



15

stage mutual contribution fund with GM participation. This in turn will provide
the siareholding capital for voluntary subscription to the Central Cooperative
Input Supply Company (CCIA). Cooperatives will trade independently and will
either purchase from the private sector or through the transitory CA/CCIA or
CCIA organization. In both cases seasonal inputs will be purchased by the
cooperative oun a cash basis. Recovery of debt from GM's to whom cooperative
seasonal credit has been extended will be the responsibility of the cooperative,
who in turn will be responsible to the bank.

The independent cooperative organizational structure is now well advanced

(see Table ], ) with two RCU's now established and five more in the course of
constitution. The U.N.C. step will represent the final completion of this develop~-
mant., This body may wish to consider modifying the concept of a central cooperative
input supply company to include decentralized departmental control operating

on an independent basis. The RCU representation on the CA/CCIA management

committee discussed later provides the linkage for this development. This may

be more advantageous for those departments with ready access to cheaper inputs

from Nigeria, however the advantage of belonging to a central organization with
improved guarantees to world market supply is advantageous.

The institutional reorganization of the central public sector input supply
organization, the Cantrale d'Approvisionnement, provides for a model that
progressively reflects cooperative participation and integration in policy and
operational matters with a phased reduction in public sector representation.

This ensures flexibility and stability, with no abrupt hand over of responsibility
to unskilled management, or disruption of GON's efforts to stimulate inpuc usage,
or loss of confidence in the private commercial sector's hopes of participating

in a new agribusiness growth industry. It will also enable the effectiveness of
voluntary cooperative participation to be evaluated.

Institutional central reorganization will be aimed at developing a business type
profile administratively and operationally, and will complement the management
and operational changes being implemented at coop/GM's lavels through training
and funding activities.

Management Committee

The principal administrative reorganization at central level will be the constitu-
tion of a management committee to replsca the existing commission d'adminiscracion
of the CA. The purpose of creating the committee is: oo

a. to provide increasing representation at central level of the requirements
of participants in the input supply system. The composition of this representa-
tion 13 discussed later;

b. to provide cooperative members with access to policy decision making on
issues which affect imput supply. This provides a platform for continuous
farmer representation and reaction for example to input quality and quantity,.
or for the dissemination of information on new inputs which will come to
the market, and particularly on pricing.

L §F
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c. to provide informed directional guidelines to CA or CA/CCIA management
on operation and distribution requirements either through this organization
or through private sector participation.

d. coordinate and pursue viable methods to prograssively develop the basis for
a cooperative input supply company (CCIA) which 1s cost effectiva, can
guarantee supply and maximizes private sector participation to or near to
end users.

@. establish cooperative awareness, through the cooperative organizational
structure (RCU's), of GON's policy intentions to minimize public sector

involvement in the input supply system and ancourage cost effective participa-

tion through self sustaining cooperative and private::saector involvement.
The funding mechanisms being applied to the pilot areas will provide a
practical case study of achievable improvements.

Representation on the Management Committee will be drawn from Regional
Cooperative Representatives (RCU's), Ataliers, Banks, etc. and Implementation
Schedule A describes procedures to be followed to salect a compatent committee
which would meet once a month. Meetings would normally be held in Niamey, but
could also take place in Dapartments to expand awareness of the changes taking
pPlace in the system. The Iuternal Financial Specialist and Cooperative:Input
Loan Advisor will serve on the management committee in an advisory capacity in
order to coordinate donor support.

OEerational

Line of Authority: Figure 1 depicts thae presant opaerational structure of the
CA service within the UNCC at both central and f£ield level. The posts of
Delegue Départemental Adjoint were created in late 83 to specifically handle
the input supply functions in the Departments. There is however no direct line
of authority to the CA service management as the Délégué Départemental in charge
of all UNCC activities within the Department is effectively in charge of input
supply. To establish a more business like operational link to the present CA,
and strengthen CA/CCIA effectiveness, the D&légué Départemental Adjoint will
be operationally responsible to the Director of the CA, although for adminis-
trative and disciplinary matzers he will remain under che authoricy of the
D&légué Départemental, as long as UNCC exists, in its present form.

Operational Support of UNCC: The future role of the UNCC, and its scope of
action is now the subject of serious discussion by GON., Whatevar the outcome
of those deliberations, GON will agree to continue to support, at least during
the 5 year transition phase and until CCIA self supporting status is reached,
the input supply and distribution system. To withdraw from this activity in
the near futrue would cause disruption, remove a guaranteed line of supply,

and preclude the phased and programmed development of cooperative managed input
Supply system,

)01"
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Operating Costs: Current operating costs of the present CA supply system and
future CA/CCIA system will be analyzed by the Internal Financial Comtroller
and counterpart and the management committee of the CA/CCIA will be empowered

to make institutional or operational changes where necessary that are demonstrably

cost effective.

The GON guarantee to provide continued but progressively diminishing support
through the transition phase from public funding will be matched through an
increasing percentage of operating cosfns being ccvered by revenue. CA's largest
operating cost is bank interest changes. Under the financing mechanism described
earlier for seasonal inputs, those will initially largely be borne by the
cooperatives in the pilot test areas, which would then progressively be expanded
to cover an increasing number of cooperatives.

Operating cost analysis and management accounting methods will ba daveloped
during the five year transition phase and provide the management committee with
the type of information necessary to achieve an institutional profile that is
Self sustainable. The two-2-year training courses in business management will
contribute to a strengthening of institutional management capability, as also
will in the shorter term courses in inventory control and financial analysis.

Figures 2 and 3 show the transitiomal CA/CCIA structure and the final CCIA model.

7. Amplified Description of GON/Cooperative Contributions

a) Centrale d'Approvisionnement

The CA will provide institutional support to the CA/CCIA and constitute a manage-
ment committee (ManCom) representative of cooperative interests and with
participation from tha Regional Cooperative Unioms.

The CA will continue to distribute seasonal inputs to the cooperatives on a
cash paid basis, and in competition with the private sector.

Budgetary contribution by the CA excludes CFA 1.521 million ($3,75 million)
indebtment to the CNCA with an accumulated interest charge of approximately
CFA 400 million ($1 million) which is currently the subject of examination

by the CEEE. It would be necessary to regularize this situation before the

CA/CCIA can become a viable commercial operation.

Current operating costs, exclusive of accumulated interest, but including
salaries (13 at headquarters and 7 in the departments) and distribution costs
are approximately CFA 150 million ($375,000) and are not expected to increase
to any significant degree over the next five years. An inflationary factor
of 5% would provide the following budgetary breakdowm.
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(CFA millions)
158 166 gt 183 192 873
($"000"s)
395 415 435 458 480 2,183

b) The storage capacity of the UNCC in the Departments and Arrondissements
‘as wall as the ateliers will be progressively handed over to the RCU's. The
.present replacement value of (60,000 CFA/m2) the 22,040 m2 of storage space
would be CFA 1,455 million ($3.64 million). The warehouses and ateliers will
be valued prior to the capitalization of the CCIA. A nominal value of

CFA 2,000 million ($5 million) is placed on warehouses and ateliers.

c) Cooéeratives (Interest and Mutual Funds)

The cooperative contribution te the input supply component will be interest
paid on cooperative bank accounts plus contributions to the mutual fund
starting in 1987,

In 1985 a guarantee fund of CFA 574,8 million ($1,437,000) will provide bank
collateral for 85 cooparatives who each purchase CFA 4,5 million of seasonal
inputs (500 members of a cooperative purchasing CFA 9,000 inputs) representing
bank lending to the cooperatives of CFA 383 million (Cooperative Account/
Guarantee Fund 2/3).

At current commercial rates (15.5%) plus bank charges (1.5%), total.cost af
financing the inputs is 17% per annum. Seasonal credit would average 8 months,

so the cost of borrowing the capital would be 11.3% or CFA 43.2 million or
CFA 508,235 per cooperative.

In 1986, with an additional 85 cooperatives, the guarantee fund will double

in size to CFA 1,149.6 million ($2,874 million), and cooperative bank accounts
will be increased by CFA 383 million. Demand will have increased by 10X for

the original 85 cooperatives to CFA 421 million, so bank lending will increase

to CFA 804 million in 1986. The finance charges will increase to CFA 90,85 million.

In 1987, the second phase mutual fund contribution will commence with
cooperative (and donor) contributions from the first year phase one participants.
Cooperative capital funds will bz built up through 10% contributions from
cooperatives and donor, and based on the cost of inputs sold (see Annex 4).

»
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From 1987 through the life of project till 1989, the donor guarantee fund
will be progressively reduced through mutual transfers to cooperative capital
funds. Cooperative borrowing requirements for inputs will be financed from
increasing capital resources on which no interest charge is applied (but which
may earn interest) as well as the cooperative accounts on which interest
charges will be prograssively reduced as borrowing requirements are reduced.

The accompanying table 2 illustrates the cooperative contribution to the inmput
supply component for the five year life of project. This totals CFA 606 million
($1.5 million) and is broken down into interest charges of CFA 360 million
($0,9 million) and cooperative capital contribution to mutual funding of

CFA 246 million ($0,6 million).

The first 85 cooperatives will have contributed CFA 150 million in three
years to capital funding or CFA 1,764,706 per cooperative or CFA 3,529
per chef d'exploitation or CFA 1,176 per year.

The second. group of 85 cooperatives will have contributed CFA 96 million in two
years to capital. funding, or CFA 1,129,411 per cooperative, or CFA 2,259
per chef d'exploitation, or CFA 1,129 paer year.

A continuation of the time scale to 1993 would show input requirements at
CFA 1,339 million, and total available capital at CFA 1,472 million. The coopera-
tives would chen be financially self supporting.

The funding program will be established initially in test areas under the super-
vision of the Cooperative Loan Input Advisor. Expansion on a major scale will
require counterpart funding through the Rural Sector Grant to establish further

bank guarantee programs.

Over the {ive year period, cooperative contributions will be as follows.

(3'000%s)
1985 1986 1987 1988 1989 Total
Interest 108 228 223 190 153 902
Capital = S= 1S 240 260 615
Total 108 228 33¢ 430 43 L5172

'Tocalﬁdbdhe;étive contribution: 51!517.000

b
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Table2 Cooperative Interest and Mutual Fund Contributions
(nillions CFA)

1985 1986 1987 1988 1989 -  Total

Cost of Inputs Sold

First year participants 383 b21 459 497' - 536 2,296
Second year partici- _ ‘aga : i | .
St i S s am s 4 1,760
(4) ‘Total Cost of Inpucs 383 804 880 956 1,033 4,056

L4

© Mutual Fund
, Contributions

First year participants - - 46 50 - 150
Second year partici- '”;ﬁ“ o L
pants T o S ,:é§ /?9 96
§/Total cooperative R - e T 1o e
contribution @wyf_ : V:‘? 9? %94 246
8/Total donor . ;‘- Yo e ¢ '
contribution B an 46 95 L94 246
Total Mutual Fund - - 92 192 208 492
(8) Cumulative Total ’ ;,A . -
Mutual funds - = . 92 284 492
(C) Cooperative borrowing S ?““‘ ' JAR s o
requirements (A - B) 39?; vggég *7§8‘ :§72‘ :4; ?.ngﬁ
(D) Interest charges ?Hpi ERE o it - ;;”;'w
(11,32) 48t 89 76 61 360
Cooperative contribution interest charges 360

Cooperative contribution capital mutual fund 246
total cooperative contribution 606
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8. égglified Degscription of AID Contributions

T the first two year test phase, AID will contribute bank guarantee funds
totalling. $2,874,000 to enable an estimated 170 cooperatives comprising

1,530 G.M.'s and 85,000 chefs d'exploitation voluntary access to bank cradit
to puchase seasonal inputs on commercial terms. This represents 14,5 per cent
of Niger cooperatives.

Institutional changes in the CA will be brought abou: through voluntary coopera=-
‘tive representation on a management committee linked to the Regional Cooperative
‘Unions to form a transitional CA/CCIA.

‘The financial and 1nventory control systems of the CA will be analyzed and
management accountancy practices introduced to conform to commercial business
practices.

Technical assistance will be provided to support the guarantee fund program
through the Cooperative Input Loan- Advisor, and the financial and management
c@anges through the Intermal Financial Advisor.

To support the CA/CCIA, 7 vehicles will be provided to the D8l&gu& D&partemental
Adjoint (DDA) and 2 vehicles each to the technical assistance team and their
countarparts. A minimum amount of office furniture and equipment will be
provided to the DDA's to enable them to carry out their duties in orderly
fashion, as well as to the technical assistance team.

A microcomputer will enable the Internal Financial Advisor to store, retriave
and analyze information particularly chat pertaining to the ongoing analysis
of the commercial viability of the CA/CCIA and the later stage CCIA. This
analytical function is expected to demonstrate particularly the sales prices
for inputs required to cover all costs, and provide management with the
information necessary to decision making.

Through the injection of purchasing power at the cooperative level, the latter
will be in a position to purchase inputs either from the CA/CCIA or the
private commercial sector. S
This model will demonstrate whether the commercial sector is capable, reliable
and can guarantee fertilizer supplies when required.

Training in briiness management will be supported through two USA bagsed two year
courses as well as short-term training courses in Africa or Europe in financial
analysis and inventory control.

No construction for warehouses is previewed as the key problem is not.storage
capacity, but that of moving input supplies through the existing storage ca-
pacity. No additional office space is required, and for the management cowmittee
meetings of the CA/CCIA, the existing facilities at the UNCC will be adequate.

A
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Coordination and collaboration with the APS cooﬁaraciva training component
will be continuous and essential to build up management capacity at this level.

An annual audit on CA/CCIA and the guarantee and cooperative funds will reveal
weaknesses, and the steps to be taken by the management committee of the
CA/CCIA to rectify those.

During the first phase, the problems surrounding the finance, cost and
adaptation of agricultural equipment will have to be examined and hopefully
resolved. This may require modification of the present implementation plan.

An annual evaluation after the second year of operation will determine how
accurately the project purposaes have been satisfied, and whether the second
phase is ready for implementationm.

Tha second 2-year phase 1s aimed at developing the capital structure of the
first phase cooperatives through voluntary mutual donor/cooperative funding,

as wall as expansion of the bank guarantee funding to an increased number

of cooperatives. Both actions to be coordinated with the cooperative training
component of the APS Project. Additional funds from the Rural Sector Grant will
ba required for expansion of guarantee funding.

The ongoing financial analysis of the CA/CCIA will demonstrate commercial viabili-
ty of tha future CCIA and will have particular impact on the pricing of
agricultural inputs. The management coumittee of the CA/CCIA will, through

the linkage with thea Regional Cooperative Unions, play an important role in
astablishing full cost pricing, without which the cooperative owned and managed
CCIA is commercially not viable. Conjointly, the institutional and corporate

base for the CCIA will be elaborated.

Audits will carried out annually on tha CA/CCIA, guarantee and mutual funds
as well as the cooperative bank accounts.

Towards :hé end of the second phase, the AID contributions will have demonstra-
ted the viabilicy of cooperative ownership and private sector commercial
participation and progress towards full pricing.

The final f£ifth year of the project will provide for the voluntary constitution
and incorporation of the cooperatively owned CCIA.

A final evaluation will be conducted in year 5 to determine progress achieved
on the need to extend: donor support.

Total AID contribution over the five years period will be $5 million (Sea
budget for line item and annual contributions, schedulas for chronological
activities and networks for linkages).
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Date No.
September 84 1
December 84 - -27
December 84 -3
January 85 4
Februarylés 5
March 85 6
pril 85 7
‘December. 86 8
Semary 879

STITUTIONAL

Action

‘Policy statement to effect the

change in role of the CA of
the UNCC.

Initiate legal or internal
documant relative to proposaed
change in the organisational
structure of the CA evolving

to the eventual commercial
registration of the Cooperative
Input Supply Company (CISC).

Define the composition and
representation of future
management committee (MANCOM)
of the "Societe Mixte" CA/CCIA
including job descriptions,
criteria for selection and
selection procedures.

Writtcen notification to poten-
tially interested parties of the
intention tuv form a management
ccmmittee of the CA, seeking
expressions of interest to
perform described duties.

Salection and/or interviews of
respondants. Composition

and representation of MANCOM
egstablished.

Status of CA altered. 'Societe
Mixte' CA/CCIA established.

Inaugural meeting of MANCOM;
thereafter meets monthly.

MANCOM has 50% representation
of cooperative members

Proposal prepared for the
Articles of Incorporation of
the Central Cooperative Input
Supply Company.

‘Responsibility

MDR/MINPLAN

MDR/MINPLAN/MINCOM

DNcc/cA ,,
Chamber of Commerce
AID/N

UNCC/CA
Chamber of Commerce

UNCC/CA/TA

Chamber of Commerce

MDR/MINCOM/UNCC

CA/CCIA/TA
CA/CCIA/RCU's

CA/CCIA/MINCOM/RCU's
Chambar of Commerce
AID/N

3l
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Ins:i:utional (Contd)

Decemhér 87

June 88

August 88.

September 88 -

October 88
November 88
Deccmbnr“Bai

No.

10

u

12
13

14

16

17

Action

"CA/CCIA has two thirds coopera-
- tive representation on MANCOM,

Inventory of capital assets
equipment prepared for

valuation purposes against
future equity subscription.

Capital assets valuation
approved by external auditor.

Final decision to establish
independant CCIA

Prospectus for share subscrip-
tion prepared.-

Articles of Incorporacion
completed.

Central Cooperative Input
Supply Company registered.
CA dissolved.

CCIA share capital open to
subscription from cooperattve
funds. .

Responsibilit

MANCOM
RCU's

AID/N
CA/CGIA
RCU's

AID/N

MDR/UNCC
RCU' s /MANCOM

CA/CCIA
Chamber of Commerce
MINCOM

MINCOM/CA/CCIA
Chamber of. Commerce
AID/N

CCIA/RCU's
Chamber of Commerce
MINCOM

CCIA/RCU's
Chamber of Commerce
MINCOM/AID/N



. Date

qutemberyaé

September. 84

September 84
December, 84

December 84

January 85
January 85 -

April 85

Octobar 85

‘Sepcember 86

September 86

10

IMPLEMENTATION SCHEDULE - B

TRAINING (OVERSEAS)

Action

Submission candidates appli-

.cations; c.v.; qualifications;

for one 2-yr MBA course -

Submission candidates appli-
cations, c.v., qualificactions
for two 6-month courses

(inventory control, finance).

Identification suitable insti-
tutions or organisations for
long term and short term training

Selection by the commission
of a suitable candidate for
long term training

Selection suitable candidates
for short term training
Proposal fcor training forwarded
to suitable institutions or
crganisations

Confirmation of acceptability
and training starting date for
MBA candidate

Confirmation of acceptability
and starting date for short-
tarm candidate

Departure all candidates for
training.

Return of short term candidates
following complation of training
to the CA/CCIA.

Submission candidate applications
c.v., qualifications for second
2-yr MBA course

Identification suitable insti-
tutions, organisations for
long term training-

Responsibili
MDR/UNCC/CA '
Chamber of Commerce/
OPEN

MDR/UNCC/CA

AID/N
AID/W

MDR/UNCC/CA

Chamber of Commerce/
AID/N 7/ OPEN
UNCC/CA / AID/N

AID/N
AID/N
AID/N

AID/N

AID/N

MANCOM, CA/CCIA
Chamber of Commerce
OPEN

AID/N
AID/W



IMPLEMENTATION SCHEDULE = C

TECHNICAL ASSISTANCE - COOPERATIVE INPUT LOAN ADVISOR (CILA)

Date

February 84
April 84

May 84
June 84
July 84
August 84

Octover 84
November 84
Nbvemh§r 84

D;écﬁbht_Sa

April 85

qutembct 85

Jgnuaty §6
Pa—
s 36

J&nukrf 87

o WU P W

11
12

14

16

1

1Action

Preparation PIO/T, Job Descrip-
tion

Recruitment candidate or
-, ingtitutional contract

Arrival Specialist

, . s
Preparation 12 month work plan
s.0.w for cooperative test program

S;o.w. approved

- Field work including Bank funding

Preparation of report/submission

jApprqval of Reprot

Cooperation sensibilisation;
conventions between Banks and
cooperatives signed.

Cooperativa test areas operational

Monitor Report on Cooperative test
areas (6 months) Participation

‘public/private sector input supply

Evaluation report on first season's
impact of guarantee fund

Cooperative sensibilisation and
extension to other areas

Guarantee funding extended to
second volet of cooperatives

Prepare proposal for mutual fund
program with Financial Advisor

Evaluation report on First and
gecond year guarantee fund operations

- Responsibility

PCMU / AID/N
PCMU /‘AID_/'N_
AID/N

TOA.

T.A. / CA/CCIA
AID/N / CA/CCIA /

T.A. / CA/CCIA
T.A.

AID/N

CA/CCIA

PCMU

T.A. / CA/CCIA / APS(T)

T.A. / CA/CCIA(MANCOM)
T.A. / CA/CCIA(MANCOM)
APS (T)

T.A. / CA/CCIA(MANCOM)
RCU's/APS(T)

‘,T.A. / CA/CCIA(MANCOM)

RCU's/APS(T)

T.A. /*CA/CCIA(MANCOM)
RCU's/APS (T)

T.A. / CA/CCIA / RCU's
AID/N. APS(T)

T.A. / CA/CCIA(MANCOM)
RCU's APS(T) :
L\*‘
b
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‘Training (Contd)

Date No. . Action Responsibility
December 86 12 Selection suitable candidate MDR / UNCC/CA
~ . (commission) proposal for Chamber of Commerce/
tgaining fowarded to suitable -AID/N
ingtitutions or organisations OPEN
| AID/N
February 87 13 Confirmation of acceptability AID/N
’ and training starting date
March 87 14 Return of first MBA candidate AID/N
April 87 15 Departure second MBA candidate AID/N
) for training
March 89 16 Return of MBA candidate follow- AID
, ing completion of training to
the CCIA.
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Technical Assistance (Contd)

Date

February 87

February 87

June 87

January 88

January 88

February 88

April 88
July 88
August 88

September 88

December
January 89

‘May 89

No.
18

19

20
21
22

23

24

26

27

28

29

30

Action

Proposal document for mutual fund
program accepted

"Sensibilisation" cooperative in
guarantee Fund areas to voluntary
mutual capital funding

Mutual Funding accepted by Cooperatives

in test areas

Evaluation report on guarantee and
mutual fund programs

Cooperative participation in mutual
funding in original test areas

Guarantee fund contributes to mutual
cooperative funds
“Sensibilisation" Cooperatives to

capital share participation CCIA

VblunCar§ decision taken by Coopera-
tives on RCU's on participation CCIA

Prepare proposal and mechanism for
cooperative sharcholding in CCIA

Evaluation report on Cooperative
funds available to subscribe to
shares in the CCIA

Proposal for subscription mechanism v
acceptad

Coordinate cooperative share
subscription to CCIA

Submit final report

Resgonsibiligz

T.A. / CA/CCIA/AID/N
RCU's APS(T)

T.A. / CA/CCIA/RCU's
APS(T)

T.A. / CA/CCIA/RCU's
APS(T)

T.A. / CA/CCIA/RCU's
APS(T)

T.A. / CA/CCIA/RCU's
APS (T)

AID/N. TA
CA/CCIA / RCU's
APS(T)

T.A. / RCU's
MANCOM / APS(T)

T.A. / RCU's
MANCOM / APS(T)

.T.A. / APS(T)

MANCOM / RCU's
T.A. / RCU's
MANCOM

T.A. / RCU's
MANCOM

T.A. /RCU's
MANCOM

T.A. / AID/W



Date |

Feb. 84
June 84
July 84

August 84

October 84

November 64

December 84

December 84

January 85i“

February

February

No.

1

10 -

IMPLEMENTATION SCHEDULE = D

Action

Preparation PIO/T; Job desctip-
tion

_ Recruitment candidate, or 1nati-

tutional contract.

Arrival Internal Financial
Advisor

Preparation 12 month work plan

‘following briefing, familiari-

sation

Preliminary report on institu-
tional and financial systems of
CA.

Draft proposals for Guarantee
Funds opérations in collaboration
with Loan Advisor.

Proposals accepted by donor/CA

convention signed between donor
and participant bank's and be-

tween cooperatives and banks.

Participate in selection of
candidates for short and long
term training

Participate with extermal audi-
tor in presentation of CA fi-
nancial documents

Participate in selection.of

management committee of future
CA/cCIA

Advise UNCC/CA with definition
of legal, internal and functional
status of CA/CCIA

TECHNICAL ASSISTANCE - INTYRNAL FINANCIAL ADVISOR (IFA)

Resgonsibilitz
P.C.M.U. / AID/W

P.C.M.U. / AID/W
AID/N

CA/TA

CA /TA

CA/TA

AID/N.

TA / AID/N

CA/TA

hA/:A

5’\*



IS =D

Internal Financial Advisor (Contd)

Date.. . No.
March 85 12
March 85 - 13
April 85 14
May 85 15
June 85 16
July 85 17
séptemherOBS 18
January 86. 19
January 86 20
March 86 21
June 86“,‘ 22
September 86 = 23

Action:

, Ashistch with implementation of

audit report

Assist CA with £inal statuta of
CA/CCIA from business management
viewpoint.

Participate with Loans Advisor
at inaugural meeting of CA/CCIA
and therafter monthly.

Report on progress achieved so
far management accountancy pra-
tices, audit recommendations and
requirements to achieve progress.

Prepare a program for the intro-
duction of financial analysis at
the CA/CCIA

Implement the financial analysis
program.

In collaboration with Loans Advisor
contribute to monitor report on the
utilisation of guarantee funds in
cooperative test areas.

Review report of progress achieved

in improving accounting systems

and financial analysis, institutional
efficiency of management committee,
effect of guarantee funding on input
supply by the CA/CCIA, audit imple-
mentation.

Collaborate with external auditor
on pregsentation of CA/CCIA financial
documents.

Assist CA/CCIA with implementation
of audit report

Prepare proposal for mutual fund
program with Cooperative Loan Advisor

Submit first detailed financial ana-
lysis report to AID/N on the commer-
cial viability of a central coopera-
tive input supply company (CCIA)

TA

TA/CA
CA/TA

CA/TA

TA / CA/CCIA
TA / CA/CCIA

CILA/TA

TA'/ AID/N.

CA/CCIA
CA/CCIA

CA/CCIA
AID/N

TA / wccn

Responsibility



IS=-D.

Internal Financial Advisor (Contd)

Date ' Ne. . Action
Decembéffgblf  124 " Participate in selection of candi-

date for second BA training.

January 87 = 25 = Collaborate with external auditor
o " . on presentation of CA/CCIA £inan-
cial documents.

Januafyf§7w f;126 Asgist with proposal for che:pre-
ol paration of the Articles of Incor-
poration of the CCIA.

February 87 27 Proposal document for mutual fund
o proposal accepted,

March 87 28 Return of first BA candidate to
. assume financial responsibilities
in the operation of CA/CCIA.

Septembar 87 29 Submit second detailed financial
analysis to AID/N on the commercial

viability of a CCIA.

January 88 30 Evaluate with Loan Advisor, Guarantee
‘and mutual Fund operations and present
report to AID/N.

January 88 3l Collaborate with extarnal auditor on
: presentation of CA/CCIA financial
| documents.
June 88 32 Assist the CA/CCIA with preparation

of inventory of capital assets for
valuation purposes.

August 88 a3 Valuation approved by external audit.

August 88 34 Assist Loan Advisor with proposal and

: = mechanism for cooperative share parti-
pation in CCIA.

fsdp:ember 88f“ 35 Submit final report on the commercial

viability of a CCIA to AID/N.
October 88 . 36 Prospectus for share subscription
T Fao prepared.

Responsibility

CA/CCIA / TA

CA/CCIA

CA/CCTA

ATD/N

TA / AID/N
TA / mln
ca/ccTa
CA/CCIA

AID/N

TA / AID/N

CA/CCIA
MANCOM

Chamber of Commerce

Al



-

Internal Financial Advisor

Date

November 88

December 88

January189
March 89

May 89

37

38

39

49

4l

Action

Articles of Inco:poratioq_comﬁleted

Central Cooperative Input Supply
Company registered

CCIA share captial open to suberip-
tion CA dissolved.

Second BA candidate returns to assume
responsibilities at the CCIA

Submit final report

Resgonsibilitz

AID/N MINCOM
Chamber of Commerce

CCIA
Chamber of Commerce
MANCOM

CCIA/MINCOM
Chambar of Commaerce
AID/N

TA / AID/N

40



Date

June 84
August 84
October 84
December 84

March 85

Septe,ber 85
January 86

June 86

- February 88

E

IMPLEMENTATION SCHEDULE ~ E

FINANCING MECHANISM

Action

Donor agreement of principle
for source and use of funds
Preparation of protocol on
use, operation, control of
funds.

Convention or Agreement on
Protocol established under
A) between donor and banks -

Memorandum of understanding to
the bank or banks on local
operation of fuarantee fund.

Text of bank/cooperative proto-
col agreed upon for operation
of cooperative accounts.

Opening of guarantee deposits
against existing coop accounts
in credit or against new coop
accounts in pilot area.

Six month monitoring report
First year performance report
Protccol of understanding to
establish mutual contribution
fund (guarantee fund plus coop
contribution) in pilot area.

Guarantee funds converted to
mutual contribution funds.

Responsibility

AID Financial Consultint
AID/N/TA

AID/N/B;nks/TA
AID/N/nank‘s‘/rA
AID/N/TA
qupq,;k

AID/N/TA/Banks

AID/N
AID/N
AID/N

R.C.U.
CA/CCIA

AID/N



Data  No.

July 84.

Oct.‘84'
Noﬁ. 34}
Jan. 85
Feb. 85
March 85
Jan. 86
Fab. 86
March 8¢
Jan. 87
Feb. 87
March 87
Jan. 88

Feb. 88
March 88
Augdkt,BB

January 89

DMPLEMENTATION SCHEDULE - F

AUDIT

Action

Pféparation of invitation for bid

. document for Audit tender offer.

dpening and selection of tenders
Award of contract

First Audit CA

Audit report raceived

Auditors report implemented

Second Audit CA/CCIA/Guarantee Fund
Audit report received

Auditots «..Jrt implemented

Third Audit CA/CCIA/Guarantee Fund
Audit report received

Auditor's report implemented

Fourth Audit CA/CCIA/Guarantee/Mutual

Funds
Audit report received
Auditors report implemeniad

Valuation of CA/CCIA capital
asgsets approved by Auditor

Fifth Audit CCIA/Guarantae/
Mutual Funds.

Responsibility

AID/N

AID/A
AID/&
AID/N
AID/N
CA/TA
ATD/N
AID/N

MANCOM (CA/CCIA)/TA

AID/N
AID/N

MANCOM (CA/CCIA)/TA

AID/N

AID/N

MANCOM (CA/CCIA)/TA

AID/N
MANCOM (CA/CCIA)

AID/N /TA



Date No.
May 84 1
July 84 2
August 84 3

- IMPLEMENTATION SCHEDULE =~ G

Commodities

Action

Preparation PIO/C's for office
furniture, equipment vehicles,
photocopier, microcomputer.

Arrival office furniture, equip~
ment, vehicles.

Arrival photocopier, micro-
computer.

Responsibility

AID/N

AID/N.

AID/N



CO-OPERATIVE INPUT LOAN ADVISOR

JOB DESCRIPTION



JOB DESCRIPTION

'CO-OPERATIVE LOAN INPUT ADVISOR

ifications

B.S. degree or related qualification in agriculture, eccnomics, or
disciplines relative to the training or management of primary producers,
Good working knowledge of French essential, Haussa and Djerma strong
advantage.

Experience

At least five years Africa experience in the management and training of
primary producers at cooperative level, Familiarity with associated
problems of illiteracy, and how to deal with them in rural development
an advantage.

"Period

4 years.

Duty Station
To be datermined.

Reports

Within a period of 30 days following arrival, the Advisor will prepare
a preliminary work plan for the next 12 months outlining proposed work
activities,

Thereafter the Advisor will prepare three-month progress reports as well
as any reports and documents required in the course of duty.

Reports will be submitted in French to the Coordinator and to AID/MN,
with copies to the Director of the Centrale,

‘Duties

The Advisor will be responsible to the Coordinator of the Mational Cereals
Program, and will work in close collaboration with the Director of the
Centrale d'Approvisionnement, the Internal "  Financial Advisor, and his
counterpart and participate fully in the cooperative training component

of the Agr..cultural Production Support Project.



CO=-OPERATIVE INPUT LOAN ADVISOR

He will use his best endeavours to accomplish the tasks set out below,
as well as any others which may be mutually agreed upon by the Coordinator
and AID/N. '

In general the Advisor will:

- participate in the execution of the input supply component and
the cooperative training component of the Agricultural Production
Support Project. The objectives of those components is to increase
cooperative and private sector participation in the management,
distribution and the use of agricultural inputs.

More specifically the Advisor will be expected to carry out the following
tasks:

- develop the scope of work (s.o,w.) for approval of criteria for
field survey report on cooperatives to be selected for testing
the guarantee fund operation;

= .following approval of the s.o,w. by the UNCC/CA and AID/N carry
-out the fiald work necessary to define the most suitable pilot
area or areas where GM's cooperatives or ULC's or the private
sector would most .benefit from the financing mechanism of the
guarantee funds and thereby increase the demand for agricultural
inputs;

= submit for approval to AID/ﬁ and the UNCC/CA, a detailed report
propesing a program where chances of cooperative success are
expected to be high;

- following approval of guarantee funding, and in collaboration with
the Internal Financial Advisor, AID/N and UNCC/CA implement the
pilot test according to the agreed proposal above;

- liaise between the banks and the cooperatives on account opening
and operating procedures, maintenance of balances, account opera=
tions and monitor cooperative accounts held by the banks;

- monitor on a continuous basis the management performance of the
cooperatives or ULC's and most particularly the impact of the
financing mechanism on demand for agricultural inputs, and the
performance of the coops in managing their own finances;

- prepare plans for extending the financing mechanism for agricultural

inputs to other areas based on the test experience and in cloie
collaboration with the cooperative training component of the project;

4(0



.CO-OPERATIVE LOAN INPUT ADVISOR

~ assist the Internal Financial Advisor with the plamned reorgani-
zation of the Centrale d'Approvisionnement to that of a Central
Cooperative Input Supply Company, particularly in respect of share
subscription to the capital of the compaay;

- participate in an advisor capacity at the monthly meetings of
the Management Committee;

= collaborate with the training component of the APS project to
identify goegraphic and subject areas where specific training
is required to enhance financial management of the cooperatives,

Counterpart

The Government of Niger will providé the advisor with a counterpart of
suitable experience and qualifications. The advisor and. counterpart will
work as a team to accomplish the tasks indicated, and the advisor will

be expected to train the counterpart and provide the countarpart with
increasing responsibility,



INTERNAL FINANCIAL ADVISOR

JOB DESCRIPTION



JOB DESCRIPTION -

INTERNAL, FINANCIAL ADVISOR
Qualifications::

Chartered Accountant, preferably Freach speaking,

Experience:

At least ten years experience in private or public sector husiness
extarprises. Familiarity with management accountant and financial
analysis. .

Period:

4 years.

Duty Station:
Niamey, Republic of Niger.

Reports

Within a pe¢tiod of 30 days following arrival, the advisor will prepare
a preliminary work plan for the next 12 months outlining proposed work
activities.

Thereafter the advisor will prepare three-month progress raeports and such
report:s and documents as are required in the course of duty.

Reports will be subtmitted in French to the Coordinator and to AID/W with
copies to the Director of the Centrale,

Dutles

The Advisor will be responsible to the Coordinator of the National
Cereals Program and will work in close collaboration with the Director
of the Centrale d'Approvisionnement, the Cooperative Loan Advisor and
counterpart and the Advisor will use he/her best endeavours to accomplish
the tasks set out below, as well as any others which may be mutually
agreed upon by the Coordinator and AID/W.

INTERNAL FINANCIAL ADVISOR

In general, the Advisor will:



- participate in the execution of the input supply component of
the Agricultural Production Support Project, The objectiye of
-this component is to increase cooperative and private sector
participation in the management, distribution and the use of

agriucltural inputs;

- develop commercial, financial and business methods within the
existing Centrale d'Approvisionnement, with the ohjective of
promoting a selft sustaining, autonomous, cooperatively owned
and managed input supply company operating as a Gusiness,

More specifically, the Advisor will be expected to carry out the following
tasks:

= Undertake an analysis of the overall existing accounting system
and financial documents used by the centrale network with the
objective of assessing their conformity to private commercial
accounting practices, presentation, and suitability for commercial
audit requirements; of particular concern is the accounting rela=-
tionship between the CA and the CNCA and the need to clarify the
account balances;

- following this initial analyses, examine methods of improving
the accounting systems to enable- information to be recorded in a
timely, accurate and consolidated manner, Improvements will
enable subsequent andlytical requirements to ke undertaken, but
may involve a programmed work plan, leading to reorganisation,
introduction of improved management accountancy practices, purchase
of essential equipment as well as related improvements to raetrieval
of information on the inventory control system, The end result
of this effort would be anticipated to he trained staff operating
on business accounting methods and principales;

- ‘teoncurrently with the tasks outlined.above, it is.essential to
develop a capacity for financial analysis necessary for ‘bBusiness
management decisions to be made by the Management Committee. (i{ancom)
Training will be required on unit cost analysis for delivered inmputs
to different areas, company break even point analysis using fixed
and variable elements, cash flow projections, all essential to pric-
ing, accurate budget preparation, and changing markets or imput
supply conditions;

- participate in the implementation procedures attached to the
guarantee fund program for input purchases, and work closely with
the Cooperative Loan Advisor on the operation and control
of the cooperative or ULC trading accounts;

- .participate in an advisory capacity at the monthly meetings of the
Management Committee of the CA/CCIA;

= conduct ongoing analysis of the commercial viability of the CA/CCIA
and determine the measures to be taken to saecurae this,



- INTERNAL FINANCTAL ADVISOR

- assist with the actions relative to the preparation of the
Articles of Incorporation of the Central Cooperative Input
Supply Company, the valuation of ‘capital assets of the UNCC
distribution network, the prospectus for share subscription,
and the preparation of accounts for annual audit.

Counterpart

The Government of Niger will provide the Advisor with a counterpart
of suitable educational level, experience and qualifications. The
Advisor and counterpart will work as a team, and the Advisor will He
expected to train the counterpart and provide the counterpart with
increasing responsibility in accomplishing the tasks indicated above.



AGRICULTURAL EQUIPMENT PRODUCTION CONSULTANT

JOB DESCRIPTION



Background

Agricultural equipment manufactured at the Dosso, Tahoua and Zinder ateliars
benefits from indirect subsidies (UNCC support) at the production stage, and
direct subsidies of between 40 per cent and 66 per cent to the farmer
(except ox and donkey carts which have a 10 per cent subsidy). The cost to -
the farmer is high, and overall sales prices are based on the production
cost at the most expensive atelier.

A reduction in production costs, or a redistribution of indirect and direct
subsidies gould save scarce GON financial resources. This could be achieved
in several ways, for example through a financing mechanism for the purchase
of raw materials from cheaper source origins, through capital investment in.
equipment capable of assembling parts waich are presently imported, througzh
improved cost pricing of individual parts and assembled units, through an
analysis of the cash flow and capital fund requirements from raw material
purchase through manufacture to sales, and through an analysis of management
methods and labor efficiency.

At some future stage, the Regional Cooperative Unions are likely to assume
control of the ateliers, presently supported and managed by UNCC, and an
analysis of production methods and costs is required before a program can
be developad to igprove overall efficiency.

Concurrently with this study, information will become available orx the
rescua package being discussed for the CNCA and its likely impact on future
demand for agricultural equipment, This production study will enable GON
and AID/N to assess their respective roles for non seasonal inputs.

Qualificacions

Agricultural Equipment Engineaer or equivalent proven practical experiance

in the production, use, design of animal traction equipment. French essential,

§§gerience

At least 7 years practical experience under West-African conditions of the
use and/or production of animal traction equipment. Proven ability through
past work recotd of ability to analyze and determine unit costs, technical
production methods, management and financial improvements.

Duration

2 to 3 months with immediate implementation.



Duty Station

The consultant will spend most of his time at the agricultural equipment
ateliers at Dosso, Tahoua and Zinder, and in Niamey for briefing, report
writing and debriefing.

Duties

The congultant will be respomsible to the Coordinator of the National
Cereals Program, and will work in closze collaboration with the Director of
the ONCC, the Director of the CA, and the Director of the three ateliers.

He will use his best endeavour to accomplish the tasks set out below, as well
as any others that may be mutually agreed upon with the Coordinator, the
UNCC Director, the CA Director and AID/N.

In particular, he will:

l. Examine the raw material procurement methods of the three ateliers,
analyze supply circuits and costs, or alternative procurement sources.

2, Examine the manner in which production costs.are calculated at each
atelier, and analyze work time and cost distributions.

3. Examine the investment cost of each existing piece of production equipment
and its level of utilizacion,

4. Examine cash flows, inventory levels and movements of raw mataerials,
components, spare parts and manufactured equipment,

3. Evaluate in detall personnel activity on the production line, as well
8 as management functions and, based on this analysis, prepare an organigram
of the work program. ‘

6. Examine the production systems of each atelier and prepare proposals for

‘an overall program for agricultural equipment production designed to reflect
improvements in production efficiency, which could lead to a re-distribution
of indirect and direct subsidies, and a reduction in the latter.

Regort

The consultant will furnish a detailed report on his findings and make v
recommendations for improvements. Five copies of the report will be prepared
in both English and French. A



AID FINANCIAL CONSULTANT

JOB DESCRIPTION

=0 =0=0=0=0=



BACKGROUND

- The agricultural input supply component of the AFS project will
provide blocked guarantee funds to a bank ur hanks to act as colla-
teral. for cooperatives to open and operate current accounts or lines
of credit to be used for financing the purchase of seasonal agricul-
tural inputs. Access to seasonal funding has been identified as a
major constraint to the use of seasonal inputs such as fertilizers,

fungicides and seeds.

A Cooperative Input Loan Advisor and personnel of the training
component of the APS project will ensure respectively cooperative/
banks liaison, and management training at cooparative level, Bank
awareness and interest in this program is expected to be high, both
amonest public and commercial banks and CNCA, BDRN, CitiBank, BICI, and
BIAO have all expressed significant interest in participarion. Coope=-
ratives are also expected to be keen to participate on the bhasis of
preliminary discussions held between cooperatives and the CLUSA training
team presently preparing the cooperative training component of the APS
project.

In order that full control can be maintained over the initial
stages of the program, and proper monitoring and evaluation carried
out, a pilot test area or areas will be identified following a fiekd
survey by the Cooperative Input Loan Advisor and counterpart. It will
be the intention to expand the pilot area or areas to a wider geographic-
al and participant basis on the assumption that the results obtained
demonstrate increased seasonal input demand, cooperative management
capability, and profitability of inmputs.

Guarantee funds to be made available under the input supply compo-
nent total $2,8 million. Additional funding will be obtained from the
RSG grant at the appropriate time.

The medium/longer term objective of the guarantee funds will be
to convert them to share capital of the cooperatives on the basis of
equal contributions from donor and cooperative. Prior to this stage
however the cooperatives will have had to demonstrate their management
capability in operating their own accounts with the banks, covering all
interest and changes, and operating on a seasonal basis with an annually
struck balance showing no carwy forward liability to the following year,
i.e. 1007 annual repayment of bank loan, interest and other changes.



The purpose of this consultancy is to define the convention
for the gurantee fund between AID and the bank or banks including
conditions, ope- ational methods and controls, and between the bank
or banks and th2 cooperative beneficiaires for the cooperative accounts.

Annual audits of accounts of cooperative participants have
already been built into the implementation plan.

QUALIFICATIONS

AID financial controller, or person of similar qualifications and
experience of AID's financial and legal rules and regulations.

EXPERIENCE

Familiarity with loan agreements, hanking procedures, drafting
conventions and commercial type loan instruments, legal language.
Knowledge of french desiralle.

REMIND
One month consultancy with follow up.on an "as required basis",
DUTY STATION

Niamey with field visits to up country banking institutions as
necessary. o a

DUTIES:

The consultant will be responsible to the AID Mission Director,
Niger and will work ia close collaboration with the AID/Niger controller,
principal representatives of the Niger banking system, the Cooperative
Input Loan Advisor and Cooperative Management Team,

He will use his best endeavours to accomplish the tasks set out
below, a:z well as any others which may be mutually agreed upon by the
AID mission.

Specifically he will:

- Examine the public and commercial practical banking capability
of carrying out the functions attached to guarantee funding an«
cooperative banking, and make specific recommendations to this
effect. '


http:desiraU.le

REPORTS :

Prepare, in a form suitably acceptable to AID/N and the bank

a protocol on the ownership, responsibilities, use, operation
and control of guarantee funds including dispositions to be
agreed upon for the interest generated by the fund, the rela-
tionships between the guarantee fund and the cooperative
accounts, particularly in the case of any default of the latter.
This protocol of agreement will provide AID/M with the agreed
means of guarantee fund placement with the bank or banks,

Prepare, in conjunction with the hank or banks, the text of

a convention relative to the operation of the cooperative bank
account or line of credit. This convention will describe
operating procedures and limits of overdraft facilicies, with-
drawal and reimbursement procedures, interest and bank handling
charges - the annual date at which the account balance has to

be reduced to nul, penalties imposed by the bank for non respect
of this latter condition (for example suspension of further
overdraft or credit). This convention will form the basis for
bank lending to cooperatives identified in the pilot area survey.

If time permits, prepare an outline proposal for conversion
of guarantee funds to cooperative share capital, based on
mutual equity contributions from donor and recipient.

The con” .tant will furnish to AID/N a detailed report on the
conventions and conditions to be observed under guarantee funding
arrangements together with models of conventions in both french and

english

acceptable to AID/N.



AGRICULTURAL INPUT SUPPLY COHPONENT
LOGICAL FRAMEWORK
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AGRICULTURAL INPUT SUPPLY COMFONENT

TOGICAT, FRAMEWORK

Narrative Summary

(lbjective]y Verifiable indicators

Means of Verification

Assumptions

Sub gsector Goal:

The development of a
voluntary cooperative
input supply system
which will be self
financing, serve the
interest of coopera- .
tives farmers, and Hhich
+111 be progressively
managed by or for the
farmers, or their re-
presentatives, and
vhich will eventually
be owned by them

Voluntary participation of coo-
perativesand GM's in the mana-
gement, marketing, financing
and distribution of seasonal
agricultural inputs at rural
level Voluntary participation
of cooperatives and their repre-
sentatives in the management and
funding of a Centrale C
d'Irtrants Agricole (CCIA

erative .

-~ Cooperative manage-
ment records

--Bank account records

~ Technical assistance
reports

- Cooperative represen-
tatives elected to

the management com-
rittee of the CA/CCIA

- Legal status of CCIA
established

- Cooperative share par-
ticipation in CCIA

- Incorporation of CCIA

- Cooperatives will vo-
luntarily participate
in the input supply
system on a commercial-
ly viable operating
basgis.

= GON will encourage cooe-
perative participation
and progressivily with-
draw public sector re-
presentation (UNCC/CA)

~ Cooperatives will volun-
tarily subscribe capi-
tal to the CCIA,

Purposes

a) To release the mar-
keting constraint on
farmer purchase of -
Seagonal inputs throu-
gh the introduction

of a financing mecha-
nisnm.

Pinancing mechanism (Guarantee
Fund) operational

BEST AVAILABLE DOCUMENT

- Cooperative current
accounts opened with

banks and functioning

correctly.

-~ USAID will deposit gua-
rantee funds with com-
mercial banks,

« Functionally literate
cooperative managemen
capable of aperating
bank account,



b) Initiate voluntary re-
presentative cooperative
participation and policy
decision making within

- the CA

¢) provide for GM share
ounership and commitment
to the cooperative

d) encourage the private
comnercial sector to sell
agricultural inputs direc-
tly to cooperatives on'a
cash payment basia,

e) Introduce commercial
business management ac-
countancy practices at

the central level,

LAy (”'" batod "'!.". ':‘-.-',' §
u.?l 7,:\.. R R LA S

- 2 -
Regional Cooperative re-
preaentativea being re-
cruited to the manage-
ment committee of the CA

Financing mechanisam.
(mutual contribution)
operational at coope-
rative level,

Commercants selling sea-

sonal inputs directly to

cooperatives on a timely
. baeis,

Improved Record keejfing
gystems of inventories
and financial documents,
Introduction of finen-

' cial analysls procedures,

T ae®

- Kolt tatenent
e fu¥ ae of CA
to associate it with
cooperative repre-
sentation (CA/CCIA)
and management

- Share subscription and
and accounts of coope-
ratives

-~ inventory and financial
documents of cooperative

= Technical assistance re-
porta,

- CA/CCIA records

- CAICCIA staff trained
in financiel analysis

- Technical assigtance

BEST AVAILABLE DOCUMENT "®°r®*-

- Reglonal cooperative
Representatives are
willing to partici-
pate and are literate.

= GON will support coo-
perative representa-~ -
tion.

- USATD will contribute
to capitalisation of
cooperatives from
guarantee Funds

- vooperatives will con-
tribute to capitali-
sation from their res-
sources,

- gubsidies removed
from fertilisers,
fungicides

- Commercants dellvered
gales prices lower
than CA,

= Commercants have no
supply difficulties
from Nigeria sources.

~ Cuoperatives satis-
fied with quality and’
gervice of Commercants

- CA/CCIA staff support-
ed by GON

« Technical assistance -
recruited,




) Provide for volunta-
ry participation of the
cooperative movement in
the constitution of a
Central Cooperative In-
put Supply Company,

- 3
Management committee of
‘CA/CCIA promote policy
dialogue with UNC, Re-
glonal Cooperative Uniona
promote policy dialogue
with USRC*3/ULC'3/
Coops/aM's.

=~ Minutes of monthly meet-
ings of management com-
mittee,

- Minutes of meetings of
RCU's,

- Voluntary expression
by RCU's to form a
CCIA,

- Cooperatives capita-
Jiged and willing to
provide share capi-
tal of the CCIA,

Qutputs

a) Significant yearly
increase in farmer de-
mand and consumption
of geasonal inputs such
as fertilizers, fungi-
cides and seeds,

b) significant increase
in cooperative purchage
of agricultural inputa

and the development of

cooperative management

capability,

¢) Improvement in the
public sector (CA) cash
flow leading to lower
operational costs and
GON financial support so
Providing the basis for
the development of a
sustainable cooperative
businesa operation,

Extension of pilot test
zanes to other areas.,

ned over at least once a
year,

increasing percentage of
sales for cash, intereat
charges significantly re-
duced, revenue from sales
increasingly covering va-
riahle and fixed costs;
commerceial business pro-

file emerging.

BEST AvA

LABLE DOCUMENT

Cooperative inventory tur- |

.= MDR crop statistic re-

cordaj crop yields in-
creasing.

-~ Cooperative bank account
and inventory records,

- CA/CCIA records

~ CA/CCIA financial docu-

ments,

~ CA/CCIA financial analy-
sis reports.

- reduction in GON budget
for CA/CCIA,

- geasonal imputs re-
main profitable,

- geasonsl inputs avai-
lable within the cour
country,

- no drought years,

~ high succes ratio in -
management of coope-
rative accounts;
GM's repaying prom-
ptly.

- no supply problems.

- CA/CCIA 18 competi-
tive with the com-
mercial sector at
least in certain
areas,

=~ the cooperatives use
CA/CCIA supply sours:
cea,

- the self managed coo-

AN PRSI
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d) a bottom upmds growth
pattern of a central coo-
on voluntary cspital par-
ticipation and owned and
managed by cooperative
shareolders.

USRC's UIC's, cooperatives
and GM's 1n policy harmony
to proceed to

Third step - cocperatj.ve
sharcholding of CCIA,

- u -
Hrst step - capitalisa- =~ Cooperative share capital
tion of cooperatives, gubscribed, legal status
Second step ~ UNC’s RCU's canfirmed by GON,

= Policy statement by
UNC,

- Mudﬁn af Inmmm-
tion of CCIA

- Voluntary participa-
tion from step 1 ti
3.

- GON agreement to esta-

biish CCIA,

= Trading vecord of cA/ -
OCTA commsrelally sound

Inputs
USAID

Consultants
Commodities
Training

Operating coata
Audit

k) Marehouses/ateliers
GON

®RHOODP

b) 8 es of CA personnel

during transition phase
1; Salaries of trainees

Operating costs of CA
distribution system,

COOP
Bank interest charges.
Mutual funds

Bank Guarantee Mutual Punding
Technical assistance (long tern‘

BEST AVAILABLE DOCUMENT
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Actions -

CHRONOLOGY oF

R
JPFMAMIJASOND

"INPUTS

JPHAN

1985 .
JJASBOND

Cooperative Input Loan Advisor

-
72.
3.
L.
5.

- 6.

7.
8.
9.
10,

11,
12,

Preparation PIO/?
Recrud tment

Arrival Advisor

Work Flan

8. OW. /Guarantee Fund
8, OH. app:;-oved

Pleld Work

Report preparation
Baporf approval

Cooperative “sensibilisation"
Bank/Coops conventions signed

Cooperation test areas operational

- 8ix manths monitor report

BEST AVAILABLE DOCUMENT




1986

" K 'A: a n' . ) 1m N ) T N
Astions JPHANJIIASOND |- JPHANMIJIASBSOND
13. Evaluation Beport FirsrYear x '
14. Cooperative “aenaibilisation® b ¢
and expansion

15.
16.
17.

18,
19,

Guarantee Funding for 2 Volet Coop.

Prepare .propoaal for Mutual Fund Program

Evaluation Report on 1at/2nd Year
Guarantee Fund Operations

Mutual Fund Program proposal finalised

"Senaibilisation® Coopsratives Mutual
Punding

Matual Funding accepted by Coop-
eratives in test areas

BEST AVAILABLE DOCUMENT




Adations

1988

19%1

21.

Evaluation report on Guarantee and
Mutual Fund Programs

Testl
Sooperativea in el areas constitute
oapital

Guarantee Fund contributes to Mutual
cooperative fund '
"Sanaibilisation® Cooperatives Capital
share partiocipation CCIA :

Voluntary decision on partioipation
CcCIA .

Prepare proposal for cooperative
share hokding CCIA

Evaluation Report available
oooperative share holding fundas.

Proposal for subsoription mechanism accepted
Coordinate cooperative share subsoription

to CCIA .
sutait Pinal Report

BEST AVAILABLE DOCUMENT

JPMANIJIABOND

p &

_JPMANIIASOND |
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Actions

CHRONOLOGY OF INPUTS

1984
JPMANIIABOND

1985 -
JPMANIJIASORD

Internal Pinanoial Advisor

BEST AVAILABLE DOCUMENT

1.

2.
3.
L.
5.
6.
1.

a-
9.
10,

1.

12,
13.
115
15.
16.
17.

Prepare PI0/?
Recruitment

Arrival

Work Flan

Preiisainary Report
Proposal G arantee Fund

Canventions signed Donor/bank:
Bank/Crop

Selaction MBA candidate
Collaboration/AUDTTOR
fisleoction MANCOM

Advise Statute Ca

Implementation Audit Beport

CA Statute fin-T

Inaugural Meeting MANCOM
Progress Report

Pin, Analysis Program
Implementation Fin. An. Program
Monitor Beport/Guarantee Fund




Aotions

CHRONOLOGY OF INPUT!

1986
JPNANJJIJASOND

Intemal Fin. Advisor

. 1987
JPNANIJIASO

19.

Review BReport
Collaboratian/Auditor
Implementation Audit Baport

, Mutual Fund Proposal

Firet Pinancial Viability BRaport CCIA
Selection mecond BA candidate
Collaboration Audit

Proposal Articlea COIA

Matual Fund Proposal Accepted

Firat BA candidate alloocated
financial responsibility

BSecond Pinancial Viability
Beport COIA

BEST AVAILABLE DOCUMENT




CHRONOLOGY OF INFUTS
1988
JPEANJJIABOND

Intermal Fin Advisor °

1989 )
JPMANIIASOND

0.

Evaluate Guarantes/Mutual Fund
Operations

Gollaboration Audit

Preparation inventory valuation
Valuation approved/Andlt' '
Tvoposal Coop Bhare participation COIA
Final Report viability COIA
Prospeotus share subsoription
Axrticles Inoc. completed

CCIA regiatered

COIA open to subsoription
Becond BA candidate returns
Subait Pinal Report

| BESTAVAILABLE DOCUMENT

X

X




Aotiona

1984
JFRANJJABOKD

CHROKOLOGY oOF INP

1985
‘JPMANJJIASOND

Institutional

1.
2,
3.
k.
Se
6.
1.
8.
9.
10.
1n.
12,
13.

W,
15.
16.
17,

GON Policy Btsatement

GON initiate CA Status change
Composition MANCOM

Expression of interest

Selection MANCOM

CA Status changed

Inaugural MANCOM Maeting

Coop representation MANCOM 50 %
Proposal Artiocles Incorporation COIA
Coop representation MANCOM 66 %
Valuatior Asasets

Audit Approval

Field decision to establish indspend-
ent CCIA T

Prospectus prepared Share subsoription
Articles completed

CCIA regiatered/CA dissolved
Cooperntive share

. vapital gubsoription opened

BEST AVAILABLE DOCUMENT

1986
JITRAKJJABOND

vrs

1”1 )
SFNANIJJIASO
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CERONOLOGY . OF IRPU T8

1984 1985
Actions , lapnanIIag80ED | IJrNANIIASOND

Training . _

. 1. SubmiseionCV's candidates L. TERM
2. Submission OV's candidates S, TERM x
3. Selection Institutions : x
L. Beleotion First B A
S. Belection 8. Term . x |
6. Confirmation acceptance L. Term X
7. Confirmation acceptance 8. Temm X
8. Departure all candidates training : b 4
9. Return S.Term candidates X

10. Bubmission CV's candidates L.Term - a

11. Belection institutions X

12, Selection second BA X
13. Confirmation acceptarce L.Term BA B &

‘1h. Retum First BA . T
15. . Departure Second BA

.16, Peturn Second BA

© 1986 ‘ : 1987
JFHANJIABORD JPRHANIIASO

L.

¢ o

® g

® mevinia

"

3EST AVAILABLE DOCUMENT




- OF INPU TS

‘ 1900
jarManysa | 1
— JIABORD ,,“,.,937” ) 1968 |
oun | srnanssasonn |srnanda;
~ - ORD 1 JFPNANJJIAGOND
x
%
X
X
'x.
X
e

BEST AVAILABLE DOCUMENT
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FLOW OF AGRICULTURAL INPUTS/FUNDS

ANNEX 1
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ANNEX 1

Flow of Agricultural INPUTS/FUNDS

Figure L provides a flow chart o funds and inputs resulting from guarantee
funding. )

The marketing field survey report will have identified suitable cooperatives
vhere UILC's/cooperatives/GM's will benefit from the financing mechanism
(See Annex 2 - Proposed Criteria for the Selection of Cooperatives for In-
put Tect Survey Report). For example if a particular cooperative is judged
to have a potential seasonal demand for inputs of the order of 1.5 million
CFA ($3,750), the guarantee fund for that cooperative would be 2,25 million
CFA ($5,625) and would be deposited in a blocked bank account. The cooper-
atives will open a current account or line of credit at the bank in its
own name, and have access to finance (on current commercial rates) of up
to two thirds of the value of the guarantee fund i.e. 1,5 million CFA for
cash purchase of agricultural inputs. The cooperative will purchase from
the CA/CCIA or the private commercial- sector, whichever is most suitable,
and will pay by cheque or other agreed benking procedure on the baais of a
: ed delivery price tr the cooperative. The marketing survey report
will have identified the relationship between the ULC and cooperative and
whather the ULC should participate fn the administration of the account, or
whather the cooperative is sufficiently developed to manage its affairs in-
dependently of the ULC and directly with the GM's. The latter case would
be preferable.

The cooperative will either sell seasonal inputs on a cash basis to Gf's,
or on 8 months seascnal credit. The cooperative sales price to the GM will
reflect whether the input has been purchased for cash or credit, and will
require to cover the cost of financing inventory (bank interest and bank
charges), provision for btad debts or for allocation to reservea. Inputs
gold for cash would therefore be less expensive to the GM than those sold
on 8 month credit. Fixed costs of paying for menagement charges would be
a matter of internal cooperative policy. At the start the ccoperative may
favour voluntary management, but will likely adopt paid gervices.

Reimbursement to the cooperative of 8 month credit sales will be in cash or
in kind, the cooperative management deciding what is in their own and GI's
best interests. In kind repayments will have to be converted to cash by the
cooperative in order to replenish the capital, bank interest and bank charg-
es on the cocperative account.

Qnce a year, shortly after the maximum GY repayment period, the balance of the
cooperative acc.unt will be stzruck and will require to show replenishment of
the account or reimbursement of the line of credit including all bank interest
and charges to the funding limits set by the guarantee fund. Failure to ar-
rive at this level will preclude any further withdrawal by the cooperativas
under an agreed convention between the bank and the cooperative, established
between both parties at +the outset and pricr to the opening of the account.
The date of striking of the balance will be agreed upon also at this time.



2 Annex 1

Cheque ar bank instruction payments to the CA or GA/CCIA will remove the
constraint on the latters cash flow, and enable them to purchase new
inventory. The same will apply to those private sector commercants who
have experienced the same problems. In scme cases agricultural equip-
ment (for example ox and donkey carts) will be sold for cash, either to
individuals or to a GM who collectively purchase and share the use for

transport.

Donoxr contribution of inputs, particularly fertiliser, will be distribut-
ed by the CA/CCIA, and the proceeds, net of distribution charges credited
to counterpart funds. Those funds may be applied to guarantee funding to
expand cooperative participation to other areas.
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AGRICULTURAL INPUT SUPPLY COHPONENT

TOTAL BUDGETS




'AGRICULTURAL INPUT SUPPLY COMPONENT

10TAL BUDGETS
($'000*)
€A I D)
1. Guarantee Fund
2. Technical Assistance
Institutional Contract
Internal Financial Advisor 48 person months $600,000
Cooperative Loan Advisor 48 person months $600,000
Consultants 12 person months at $10,000 $120,000
Auditors 5 audits at $10,000 $ 50,000

3. Vehicle
7 4x4 vehicles at $16,000 - $112,000

2 2x2 vehicles at $12,000 - $ 24,000
2 2x2 vehicles at $12,000 - $ 24,000

4. Training

2x2yrs MBA long term training (USA) at $20,000/yr $ 80,000

2x6 months training Africa/Europe at $3,000/person month $36,000

5. Office Furniture/Equipment

¢ Adr conditioners ‘

9 Sets furniture at $3,500

1 Photoccpier

20 Safes at $1,000

1 Microcomputer
Misc. office equipment, calculacors etc,
Office suppies

‘6. Secrecarial
1 Secretary at $.2,000/year for 4 yeai.'s

Translation $5,000
Document preparation binding $2 000

2,000
31,3500
10,000
20,000
25,000

2,000

4,500

$48,000

:'.A:l Sl j
Lo N

Us §
2,874

1,370

160

116

95.3

33.

5"



7. Vehicie operation and maintenance/space parts . 280

$0.50/km 1 vehicle at 30,000km/yer for &4 years $ 60,000
1 vehicle at 50,000km/yer for 4 years $100,000
2 vehicle at 30,000km/yer for 4 years  $120,000

8. CA/CCIA management committe travel allowance for Cooperative
rcprasentatives LT

10 members, 12 times/year, 4 &ays per attendance at
8,000 CFA/day plus return travel 10,000 CFA.
5,040,000 CFA (31 = CFA 400) per year for 4 years 20,160,000 CFA

TOTAL $5,000
GON/Cooperatives
1. UNCC Warehouses/Ateliers(Estimated value) 5,000
2. Centrale d'Approviscnnement fi,183
3. Cooperatives (Intarest Capital) 1;517



1.

2.

3.

4.

Guarantee Fund

Technical Assistance
Internal Fin. Advisor
booperative Loan Adv.

Consultants
::Auditors )

Vehicle

Training

Long Term
Short Tarm

1.

Qffice Furniture

Alr condit,
Furniture
Photoconiexr
Safes

. Microcomputer

Calculators
Office Suppies

6. Sacratarial

1.

Secretary
Translation
Document binding

AGRICULTURAL INPUT SUPPLY COMPONENT ‘'

FY
85

FY
9

50
50

20 -

10

80

31.5
13
29

25

0.5

150 ..

150
30
10

80

40
36

YEARLY BUDGETS
('000")$
(AL Dz

FY
8

" ige

40
10

150
150
20
10

Aa.ii 5 (Cont)

13

100
100
10
10

2,874

600
600
120

50

160

80
36

93
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7. Vehicle Operation

8. Management Committee

. .<354"“

a2

T
87

70

12.6

280

.50

1,784.2  2,03L.1 -, 447.1

1. UNCC Warehouses/Ateliers (estimated value)

2. Cancrale d'Approvisionne-~
ment

3. Cooperativas
Interest

Capital

395

108

415

228

Sous Total

Total CA/Coops
Tocal UNCC/CA/Coops.

108 -

228

T503

.“693.'

GON/Cooperatives

433
223
115

338

- Ti13

467.1

270.5

480

260

. 413

5,000

5,000
2,183

902

618 .

1,517

3,700

8,700



PROPOSED CRITERIA FOR THE
SELECTION OF COOPERATIVES FOR
INPUT TEST FIELD SURVEY REPORT




ANNEX 2

Proposed Criteria for the Selection of ‘Cooperatives for Inp{zt Test Field
Survey Reggt

The purpose in demonstrating the guarantee fund financing mechanism
input in cooperatives is to increase seascnal agricultural input demand
for fertilizers, fungicides and seeds through cooperative access to
commercial bank credit.

The outputs are anticipated to be increased use of seasonal inputs, the dev-
elopment of management capability at coopsrative level, and establishment .
of the confidence pecessary to procaed to voluntary commitment to a business
oriented cooperative through GM share participation and which will provide
the substantive basis for the eventual constitution of the Central Cooper-
ative Input Supply Company.

The. terms of reference for the Input Test Marketing Field Survey Report
will be prepared conjointly by the cooperative input loan advisor and
counterpart and the management committee (MANCOM) of the CA/CCIA, and
following completion of the report will be submitted to AID/Niger (Cont-
roller) and MANCOM for approbation prior to implementationm..

The following criteria should be considered in selecting the conperatives:

1. In order that the resulta can be subsequently evaluated as represmt-
ative of the purpose, the number of participating cooperatives could be
selected, where practical, as a function of the number of existing cc-
operatives in a Depariment. A% the end of 83 there were 1174 cooperatives
in Niger rarging from 57 in Agedez Department to 293 in Niamey Department.
However, cooperative selection should be based on the highest probability
of success. This could for exzmple exclude areas or Departments where
management infrastructure or potential is considered inadequate, or favor-
ise areas whers it i1s more advanced. Taere should be no obligation to
have a test in rach Department. The tast is intended to demonstrate a
commercizlly viable bank and input supply operation and cooperatives judg-
ed to be high risk, for whatever reason, are commercially unacceptable
risks.

2. Demand for seasonal inputs varies according to the type of productionm,
the length of the season, the numlia» of harvests per year for example
horticultural crops, cowpeas, groundnuts and rice. Tke selection of co-
operatives should attemrt to relate to and include different
types of production witudn the limits indicated above.

3. Distance from ths nearest source of input supply of seasonal inputs
should be considered as an importunt factor precluding present curremt
input usage. For exzmple, a cambined cooperative seasonal order with one
delivery tied to scheduled bank repayment may remove this particularmarke
ating constraint.



L. Distance from the nearest banking center is not an insurmountable
problem given the assistance and presence of the cooperative input

loan advisor and CA/CCIA counterpart and the support frem the coop-
erative training component. Regular visits to the benk by the co-
operative officials are unnecessary provided adequate records are

kept at local level, payment to suppliexs made by cheque or agreed bank
procedures so that outgoing cash tTansactions are limited and cash bank-
ing and security would become of major concern only at the GM/farmer re-
payment period. The question of supplying safes should te examined by
the Survey Team.

§. Ability to repay annually 100% of the cooperative bank overdrafi

in addition to interest and bank charges 13 the acid test as to whether
a ccoperative is capable on managing seasonal commercial bank credit.
Anything less means default, and probably progressively in succeeding
years. Cooparatives should be appraised of this at .3 outset and in
the cage of less than 100%, capital repayment plus charges, the part-
jcular cooperatives further account withdrawal facilities would be
suspended by the bank until the situation has been regularised. The
account balance sheet should be struck on a yearly basis which cor-
responds to that particular cooperatives crop production and trading
cycle. TFor example, a grain based cooperative may have maximum repayments
after the harvest has been sold so that a bank balance could be struck
in February, a rice cooperative with two harvests a year may be in a
better repayment position in the month of December. :

6. Private commercial sector participation should be emcouraged to
supply directly to cooperatives, and useful marketing info-mation may
be obtained on the distance they are prepared to travel to deliver in=-
puts and at what price, kncwing that they will receive cash payment.

7. Funding arraungements may be linked up through productivity project
areas, and those cooperatives out with those areas, or those or the

margin of productivity project areas.

8. Ex-stagiaires of productivity project who realise the value of in-
puts, but who lack access to finance to purchase them can offer a
special target group for compariscn with those who have never benefit-

ed fram such training.

9. In terms of input funding to guarantee bank current account lending,
the guarantee funds should be of sufficient volume to lend weight to the
demonstration purpose. For example, to clear the CA fertiliser stccks
presently in store, (arouné 7000 m.t.g would require a guarantee fund of
526 million CFA (approx. $1.3 million) on the basis of the ratio of two
thirds current account drawing limit to the total guarantee fund, and

an approximate delivered price cooperative of 50,000 CFA/Ton. This target
could provide a ceiling for the number of pilot areas that could be suit-
ably managed, the number of constituent cooperatives, and the logistical
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support in supporting the demonstration program. Logistical support
may also require to examins p.c.v. assistance in plamning and execut-
ion of field work.

10. Selection of banking facilities would be basically govermed by their
willingness to participate, their capability in maintaining up to date
orderly accounts, and their understanding of the purpose of the guarantee
fund and the cooperative account or credit-line. As indicated previously,
distance from e bank is not considered an insurmountable obstacle, and
monthly or bimonthly visits by the cooperative presid.ent and secretary
should be sufficient to check accounts.

11. Those areas where fertiliser field test programs are being current-
ly implemented through the FAO supported National Fertiliser Program
(PER) shoud be particularly examined as well as the ICRISAT perimeters
in Niamey Department, as farmers in those areas are more susceptible to
demand having visually observed the effects of fertiliser applicatiom.

12.. The agricultural ¢-.iensjon and cooperative training component i.plement=
ation schedules should be appraised in respect of their near term contribut-
tion to practical support function. If this is unlikely they may be sup=
pottive at a slightly later date; or bemefit from the input supply pilot

project program as a practical training exercise.

13. Determine whether the funding for the guarantee account mechanism
should include administrative support of the ULC!s. There should be a
strong preference to fund directly at cooperative level, and an even
stronger preference to fund GM's directly, however the infrastrusture
has to be assessed, including functional literacy, and the most practical
method selected. This gituation will vary between Departments.
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ANNEX 3

ILLUSTRATIVE BUDGETS FOR THE GﬁARANTEE FUND

Cooperatives

1174
10631

Number of Cooperatives ip Niger -
Number of G.M.'s

Average number of GM's per cooperative 9 .
Number of Chefs d'Exploitation per cooperative
Number of dependants .

Number of people per cooperative

Number of HA per Chef d'Exploitation

Nunber of HA per cooperative

Seasonal Inputs

Bypothesis

ha cowpeas.
Inputs required CFA
75 kg urea X 65 CFA 4 875
200 kg ssp X 50 CFA 10 000
15 kg millet and seed X 120 CFA 1 860
12 kg ni&bé seed X 125 CFA 1 500
2 PKT fungicvide X 60 CFA 120
For 2 hactares 18 295

Delivered
Input ggancitx[ha Cost Cost[ha
(kg) (CFA/kg)
Urea S0 65 3250
8.8.P. 100 50 5000
Millet seed 10 ‘120 1200
N1&b& saed 25 125 3125
Fungicide 25gs 60 60
RICE
15.15.18, 100 43 4500
Urea 200 " 65 13000

3 000
3 000

On a dryland mixed crop farm, the chef d'Exploitation uses

inputs on 1/3 of his land forl 1/2 ha millet/sorghum and 1/2

Cost of inputs per hectare equal 9 147 CFA (say 9000 CFA).

If 202 of Chefs d'Exploitation (100 farmers) on a cooperative

500

use inputs, on 2ha's, the value of the inputs will be 100 x 9,000

x 2 equal 1.800.000 CFA ($4.500).

If 10% of dryland cooperatives use inputs the value of the inputs

would be 117 X 1.800.000 CFA equal 210,600,000 CFA ($5,265,000).

\
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10% of dryland cooperatives participating in a test or with 100 chiefs
d'Exploitation per cooperative would represent inputs being applied

to 23.400 ha's of mixed millet/sorghum/cowpeas or 0,66% .of the total
area (3.000,000 ha's) under mixed cropping. Alternatively if the target
is set for 107 of the area under mixed cultivation (i.e. 300,000 ha),
tha funding for inputs would be 2,700 million CFA or $6.75 million.

Under irrigation with two season cropping, principal inputs would be:

Urea - 200 kg X 2 X 65 CFA 26,000
15.15.15 - 100 kg X 2 X 45 CFA 9,000
TOTAL 35.000 CFA

For 1 hactare 17,500 CFA

If the total irrigated land is estimated at 40,000 ha, then 10% would
represent 4.000 ba, Fartilizers are used extensively on rice so that
the total test area would be treated on 4000 X 17,500 X 2 for the two
seasons or 140 million CFA ($350 000).

If the total areafor guarantee funding was say 10% of the cultivated dryland
and irrigated areas, the vaiue of inputs is one year would be 2,840 miliion
CFA ($7.1 million). '

The input supply component budgetary 1imit is $5 million, of which approxi-
mately $2 million has been i{dentified for technical assistance, training,
commodities, leaving available funds of $3 million. This amount aoplied

to guarantee funding would correspond to roughly:, 5% ‘of the total. area.under
cultivation.

1f the $3million was appliad only to dryland farms, this would represent
the value of inputs for 133,333 ha's, or 66 666 chefs d'exploication apply-
ing inputs to two out of six hectares, or 133 cooperatives or 1,197 GM's.
Wich a ratio of gusranteer  Fund to Cooperative Eank Account of 3/2 the $3
million would be applied to £9 cooperatives or f0l GM's.

As an:icibated-exﬁansipn of input demand increased, addicional guarantee
funding would be supplied from counterpart funds generated under the RSG
program.
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ANNEX 4
Mutusl Funding (Financing the Capital Structure of Cooperatives)

The purposes and objectives of guarantee funding for seasonal inputs have
already been stated in section 5. » The achievement of those objectives
is a precursor to second phase mutual funding to establish the cooperative
capital financial structure.

The objectives of mutual funding with voluntary equity contribution from
G4's cooperatives and donor (or donors) are as follows:

a. in the near term to promote voluntary commitment of GM's to
develop the capitalized and GM owned cooperative as the local input supply
source for agricultural inputs, and to promote usage and demand for those
inputs.

b. in the medium term to establish cooperatives as self sditaining
rural enterprises with multipurpose self managed trading functions (e.g.,
doungtic necessities, consumable goods)

c. in the long term to provide the shareholding base for capital
subscription to the Central Cooperative Input Supply Company (CCIA).

Contribution

Contribution's, will originate through a mutual voluntary subscription by donor
and cooperative to the capital of the cooperative.

Donor funds that have been used as bank guarantee collateral will represent
the source of external aquity.

Reserves accumulated by the coopercative from its markating of agricultural
inputs or from direct GM share subscription to the cooperative or both,
would form the basis for cooperative member participation in the mutual
fund.

Donor funds would not participate in mutual funding unless there was
documented proof, for example bank statements, that cooperative funds
existed. If for example the coonerative can demonstrate that at the annual
date of striking the balance on the guarantee fund, there was a 10X net
profit after all axpenses paid. and that voluntarily they wish to set up
their own capital funding, the donor would contribute an equal amount

from the guarantee fund to the cooperative capital. The net profit arising
from the cooperative agricultural input activities would require verifica-
tion of the accouat in order to prevent abuses and before the donmor
contribution to the mutual fund was authorized by AID/N.



Cooperative capit

The net result would be that
a period of years determined
at which they can accumulate raserves.

al funding will be built progressively on an annual basis.
guarantee funds will be drawn down to nil over
by cooperative skill in management and the rate

As an illustration of the manner in which cooperative capital would be
generated and of the linkages between the guarantee fund, mutual fund and
cooperative trading activity, the following example demonstrates the
feasibility of the operation based initially on input supply operations.

Puggose

To establish a capital structure at cooperative level owned by the Q1's

adharents to the cooperative.

Agsumptions

a. demand for seasonal inputs increases at a rate of 10X per year
(base year 1, non ~umulative). For example, a farmer presently applying
fercilizer to 2 ha‘'s out of a total of 6 ha's, would at the end of 10 years
be applying fertilizer to 4 ha's.

b. that the cooperative retains a net margin of 10X of the cost
of inputs sold in order to accumulate reserves.

c¢. that the donor guarantee fund on blocked deposit at the bank’
represents a ratio of 3:2 of the annual cooperative input requirements in

Year 1, and that the donor will permit

annual transfer from the guarantee

fun to the cooperative capital on the bagsis of mutual equity participation.

Table 3
Illustration of Comstitution of Cooperative Capital Funds
Years
(million CFA)

¥ 2 3 & 5 & 1 &8 &2 W
Cost of Inputs sold 4.5 4.95 S.4 S5.85 6.3 6.75 7.2 17.65 8.1 8.55
Cooperative margin 0,45 0,50 0,56 0,58 0,63 0,68 0,72 0,77 0,8 0,86
Guarantee Fund 6,75 6,30 5,8 5,26 4,63 3,95 3,23 2,46 1,66 0,8
Transfer to Mutual Fund 0,45 0,5 0,5% 0,58 0,63 0,68 0,72 0,77 0,8 0,80
Co Co buci
Coop Coneribucion to 0,45 0,5 0,5 0,58 0,63 0,68 0,72 0,77 0,8 0,80
Cooperative Capital 0,9 1,9 2,98 4,16 S,6 6,76 8,2 9,74 11,34 12,94



In the table above, in year 1, seasonal agricultural inputs at cost-price
were assumed to be 4.5 million CFA ($11 250). The cooperative was able to-
sat aside for capital reserves 10%2 of this amount - 450 000 CFA, after -
sales to GM's.

Tta guarantee fund is 6,75 million CFA ($16 875). The ratio of cooperative
input requirement to the guarantee fund is 2/3.

Transfer to cooperative owned capital was initially 450 000 CFA by the
cooperative, followed by a transfer of a similar amount from the guarantee
fund, making a total cooperative capitalization after 1 year of 900,000 CFA.

At the start of year 2, guarantee funds are reduced by the amount transferred
to mutual funds the previous year, and at the and of the year, cooperative
capital has been increased to 1,9 million CFA.

In year 6, cooperative capital of 6.76 million CFA has reached the level

of purchase cost of seasonal inputs. At this point a decision could be taken
either to discontinue the guarantee fund and apply the remaining balance of
3,95 million CFA ($9.875) to guarantee funding for other coaperatives, or
allow the cooperative to expand its capital structure in order that it can
become a multipurpose cooperative supplying not only agricultural inputs,
but also domestic necessities. If the latter decision was taken, at year 10
the guarantee fund would have been aexhausted by the final transfer of -

200 000 CFA to cooperative capital which would now be capitalized at

12.94 million CFA ($32.350).

In year 7, assuming that guarantee funding continued, the cooperative would
have an additional capital reserve of 1 million CFA ($2 ,500), and between
year 7 and 10, sufficient funds to provide for capital shareholding in the
central cooperative input supply company.

The scenario described above is based on viable and well managed marketing
of agricultural inputs by the cooperative and agreement amongst GM
representative members as to how the cooperative is to be run. It is an
alternative to direct capital subscription by GM's to the capital structure
of the cooperative, and is based on trading agricultural inputs on a
profitable basis.

At the cooperative/GM interface it would be necessary to establish a
shareholding structure as a function of participation in the overall activity
of the cooperative,

If direct contribution of GM's to the capital of the cooperative is considered
as the alternative to raising capital thraugh reserves accumulated through
trading, then guarantee funds would be contributed as an equitable functiom

of GM contributions. Tha latter contributions would require to represent a
commitmert and not a tolen participation. It has already been suggested that
this should not be less than 25% of members annual seasonal input requirements,
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which would represent approximately 2,250 CFA for .a Chef d'exploitation on
dryland farms or approximately 5,730 CFA on irrigated farms.

The input supply component will collaborate with the training component in
vdentifying and implementing the manner in which the cooperative capital
structure will be assembled and managed. For project implementation purposes
this will be progressively initiated following two years sucessful operation
of the guarantee fund.
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