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SUMMARY OF RECOMMENDATIONS

7. POTENTIAL FOR PRIVATIZATION

Cereals marketing:

In ceréals marketing, the private sector already

plays a very
and it contributes to the short-term regulation of supply

8nd demand between the defieit and surplus areas.

The "Commissariat & la Securite Alimentaire™ is an
approprigte deviee tn ensure long-term {inter-annual)
storage 8nd to regulate the fluctuations of prices. Its

efficiency can be further
assistance it currently gets from various projects.

could be encouraged ta store

local cereals over a longer period than it is .doing
presently. The objective would be to smooth over,
between the harvest and the "hunger season", the volume
of trading end consequentely the minimum and maximum

prices.

The private sector

The major constraint is the implementation of an
8dapted finéncing mechanism to make longer—-term storage
an attractive financial proposition to oereals dealers.

Fertilizer distribution:

In fertilizer distribution, the situation is
presently difficult. The private seotor has not, so far
responded positively td the new opportunity offered by
the liberalization of input marketing.

The private distribution network in Senegal would be
able tn distribute fertilizer in a timely and efficient
manner and should be encouraged to do so following the
disengagement of the parastatals. It possess the
necessary organization, coverage and commercial Know-how.

The maip constraint, however, 1is the development of
the market. Farmers’demand is presently minimal, either
because of lack of confidence in the value of the product
(technical or financial), or because of lack of the

important role to supply the urban markets

increased through the
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necessary cash --to .buy. it. The development of new
consumer credit mechanisms and the design of ingentives
to. the distributors toc start offering the product are key
to the privatization.

Cereals seed multiplication and distribution:

In gereals seeds production, new private investors,
modern cost-effective farming techniques, could
the volume of improved seeds preduced in
Senegal. Hpwever, ISRA and the "Service Semencier"™ would
still have a crucial role to play. Complete
privatization is not recommended,nor probably feasible.

using
help-increase,

The development of the role of the private sector in
the produgtion of certified cereals seeds (seeds
multiplicatian] rests on some form of purchasing
guarantee, since the market does not yet exist.

In cereals seeds distribution, the public sector
will have to keep on assuming an extension role towards
farmers to help create a market for improved seeds. Any
marketing action of the privete sector in cereals seeds
distribution will have, +or technical reasons, to be
supervised and controlled by the "Service Semencier®. It
appears that this activity could be assumed in a simpler
and more effective way through the cooperative movement
which probably has the incentive to get involved and

should be helped to do so.

The main problem to be solved is the subsidization

of the 5eeds, at least during the first years,
their use acceptable to the Farming community.

2. ORGANIZATIONAL ANO POLICY RECOMMENDATIONS

2.1 Maintain and develop CSA’s role for interannual

storage of ceresls
2.2 Authnrize, under control,. the export of locsal
cereals, in surplus years.

present Tertilizer distribution option

2.3 Maintain the
difficulties .25 the

and do not consider this year‘s
failure of the new poliopy.

2.4 Pursue the disengagement of the RDAs from commercial

to. make .
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activities since it is still incomplete.

Develop ways to break—down national fertilizer import
contracts among Several firme to prevent the
development of a8 "de facto" monopoly.

G}adually disengage the "Service Semencier" from
production activities and concentrate its resources
and efforts towards monitoring and management.

Use the cooperative system as the privileged vehicle
for seeds. distributian.

Encourage the ereation of & professional association
of private input supply and distribution operaters.

Orpganize a systematic coordination mechanism between
the Government and the private (inoluding
cooperative) actors to discuss input supply problems
and actions tn be taken. .

RECOMMENDATIONS FOR FINANCIAL ARRANGEMENTS

Create a new mechanism to finance the seasonal
storage of local cereals by the privete wholesalers.

Set-up, through the commercial banks, & meshanism to
help the natiognal importer or manufacturer of
fertilizer implement a "ocash and return" system.

Develop a specific lending wmechanism, based on

fertilizer inventories, to be extended toa private.-

. distributors of the product, to help them in turn

3.7

grant credit_for fertilizer purchases to the final
CONSumer.

Create a "drought" insurance system to make extension
of ocredit viable.

Develop the pilot credit programs condunted by CNCAS
towards S.Vs toc include fertilizer.

Organize a revolving fund Ffor Tinancing seed
production and starage to be managed by the Seed
Service, or preferably by CNCAS.

Temporarily subsidize seeds tp motivate farmers to
use improved verities.
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) All these recommended financial mechanisms or
actions might require funding from the internationsal
donor agencies a&s the banking sector does not appear able
and willing to finance them on its own funds.

4. RECOMMENDATIONS FOR TECHNICAL ASSISTANCE AND TRAINING

4.1 Provide teshnical assistance and training, in
management, to the "Service Semencier" to help it
assume its new fungtions.

4.2 Provide technical assistance and training in
accounting and basic management to copperative unions
to help them assume their seeds distributien
functions.
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I. INTROGDUCTION
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USAID wishes to assist the Government of Senegal in
implementing its new Agricultursl policy, which aims ai
an expanded role of the privete sector in agricultural
development. ; 3

To this 'end, USAID is designing the Agricultursl
Support Projeet, which will focus on privete sector
development in:

- fertilizer and cereal seed distribution,
~ cereal seed multiplication, and

- ceresls marketing.

The objective of this report is to contribute to the
design of the Agricultural Support Project by providing @
description and assessment of the present and potential
private sector partieipants in the above three areas, in
the drylend farming region.

This report provides an overell description of how
ceredls are presently marketed in Senegal. It focuses on
Senezalese traders, existing and evolving cooperative
structures, major cereal buyers, as well as public ond
semi-public companies who piay a role in these
activities. T -

Similarly, it provides an overall description of bhow
fertilizer and seeds are presently supplied, éand could be
supplied in the future- through the private sector. This
includes a desgription of the Senegolese traders,
existing end evolving cooperatives and large importers
and distributors who might play a role in these
activities.

To illustrate the various private sector actors, a
number of case studies have been conduscted in varipus
locations (Deksr end the Peanut Basin}. These case
studies typify the orgaenization, sctivities, resources
and attitude of private operators at the netional,
regional and loeal levels and identify typical
constraints and possibilities of the private sector in
the fields considered. .
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For edach area considered? cereals marketing, seed
multiplicatian and distribution, and fertilizer
distribution, the constreints to the increase, or the
involvement, of the private ©&sector operators have been
identified and analyzed.

Based on the opportunities and constraints, @ number
of recommendations in-each area have ’‘been developed and
summarized in terms of Government policies and actions
likely to favor the privatization objective, and in terms
of Project activities which could support, or play a
complementary role, to the former. -
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ITI. CEREALS MARKETING

1. GOVEBNMENT POLICY AND BACKGROUND

As with other agricultural marketing activities, the
Government of Senegal has recently . revised its .past
palicy of heavy involvement in marketing of local
ceredls, and " has clearly moved towards deregulation and
free competition among market operators. Once @ state
monopoly, coarse . grain marketing has been progressively
opened to selected private operators, then to all
officially registered operators and is now, since
December 1985, totally +free. All past restriction on
transport end storage ond official price regulations have
6lso been aebolished.

The Government of Seneeal retains however, some
indirect monlitoring on pricges, ma3inly through the
"Commissariat a la Securite Alimentaire" (CsA),

responsible for price stabilization through market
interventions. The Government of Senegal alsoc sets the
gglling’ price for rice, which indirectly determines
market prices for other cereals.

(CSA’s role is presented in Appendix 3).

The recently issued "Plan Cereselier", which is the
official statement of policy Ffor cereals, supports the
liberalization process. It also proposes, as measures to
support its cereals policy, to develop storage capacity

gt the wvillage level, and s5small scale or industrial -

processing. Cooperatives are not excluded from the
merketing of cereals, but they are put on a free
competition basis with other nperators.

2. ORGANIZATION AND ACTIVITIES OF PRIVATE OPERATORS

2.1 Beneral market organization

The total quantity of loecal coarse grain put an the
market is estimated to be between S0 000 and 100 000 tons
in average years. The available marketable surpluses can
vary considerably, however, due to the sensitivity of
yields to weodther conditions. With the exception of a
few years in whieh the marKetable surpluses were
particularly important as in 1980/1581 and, to @ lesser
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extent, 1985/1986, the private =sector has usually played
an overwhelming port in marketing, even a8t the time when
it was opfficisally excluded. Co.

The major marketing flows have their origin in the
southern part of the Pesnut Besin, where surpluses are
concentrated, and sre directed towsards Daker, regional
urban centers and grain deficit rural sarees (mainly Lougs
and Seint-Louis regions). Lozal trade 1is also active
between surplus and deficit farms.

Private market pperators belong to the traditionszl

type of traders. Many of them Bre illiterste and spesk
only Wolpf, the "loeal language. They can be brosdly
classified into two cotegories: collectors and

wholeselers, althwough this distingtion is often blurred.
2.2 Activities of the cwollectors

The collectors are the primary operators,
responsibhle for assembling grain, the supply of which is
scottered among 8 large number of formers with very small
quentities. Trensactions usually are made 8t the weekly
market place. )

Among Collectors, one can distinguish :

- locsal assemblers, who would buy from fermers in very
small guantities up to 1 or 2 bags on a market day, and
resell ot the end of the day to 8 wholesaler,

- lpeal shopkeepers, who cen s8lternatively be Bssemblers
or retsilers depending on ihe season,

- itinerant traders (bana-bana).

All these operators work on 8 very short term basis
(8 day to & week) singce they have practically no working
cepital or are finenced by wholesalers, for whom they
ogperate as buying B8gents. They ususlly have no
transportation equipment or Faclllty besides,- in the best
af cases, horse-driven carts.

Their snnual volume of activity is in the ronge of
10 tons in average. This wvolume corresponds to =a
turnover of herdly helf o million FCFA. Since their
commission is in the ronge of 3 to. § FCFA per kilo
purchased, it is clear that they derive only & marginal
income from their grain marketing activities. . Brain
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marketing is For them a seasonael activity, subsidiary to
their wmwéin  a8ctivity which c&n be Farming or retoil

marketing for consumer goods. -

O

¥ . - - -

2.3 Apgtivities of the wholesalers
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The wholesaler c¢ategory covers a broad varieily of

. operators, ranging Ffrom the small rural wholesaler )
cperating at the 1level of & large village with a weekly . R
market, to the urban wholessler who operstes on 2 -

regional or national scale,

Aoscording teo savailable surveys, the activity of
wholesalers ranges from 90 top 140 tons a year, depending
on spurces. . In a8ll ceses, local "~ grain marketing is & -
seasonal activity, which has to be combined with other
marketing sctivities, most often, imported rice or other S
foodstuf+ bor consumer goods. _ . o

. . .

The number of wholesalers - is estimated at 15060 in
the Peanut Basin. Most of them however belong to the
cotegory of small rural operators. A large number of
wholesalers sell also on & retail basis. - - -

N T

Rural wholesalers would typically handle- 160 tons or ot
. less of_grain per year. . They have very limited cssh, no T

transportation, ond @& small store {usually near the R
village marketplace] where they 2lso sell conSumer goods. )
They ‘buy grain directly from farmers or through
assemblers, within the limits of surrounding villages.
They deal either on their- own occount in order to resell .. Tooa
in aress where there is @ grain deficit, or on behalf of N
8@ bigger urban wholesaler top whom. guantities purchased ) £
are then shipped. . .

. ¥ :

Regional scele wholesalers would typically handle
between 100 and 500 tons & year. All regional centers
include such types of wholesalers, the number and size of
which depends on the importence bf grain production in

v ‘.‘
t 9

_ the region. In Kaplack, ocenter of the maein production
S- egrea, their number is around 20. Such wholesalers often
- have their own truck, -and @ storage capacity averaging

100 tons, whitch exceeds by far _ their needs ‘for grain.
They also deal in rice, which 3is wusually their main
dgetivity. The largest wholesalers would also market
other products: foodstuff -{oil, sugsar, wheat Flour),
cement ond other consumer goods. They buy grain in their £l
region, either .through collectors or through rural - SO
whpolesalers, to whom they often advance cash. They sell T
"either on a.retail basis in their own town, or ship it to. ., - AL
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another town with @ grain deficit.

Netional scale wholesalers 'are besed in Daker, to
which they supply grain. Although they may not handle
more gréin  than some regional spale wholesalers, their
totel turnover is usually murh bigger, 8s they slso aeel
with lorge quantities o©of rice, other foodstuffs or
consumers goods -which they often direcily import-— and,
in addition, may have other business interests in
transportsation and real estote.

They "~ ususlly '‘buy grain from regionsl whpolesalers, and
supply the Daksar market ond, occasioneally, the milling
industry.

2.4 Financial orgenization and strotegy of wholesalers

R e A i A e e S A B S A o — o —————rn —— - o i — . Sty 7 S . W . - e W~

The overall wholesale net msrgin on greain is between
18 and 20 FCFA per kilo in the Dakar supply network,
which includes on the average two wholesale operators.
The oversge margin per wholesaler is therefore in the
range of 7 to 10 FCFA per kilo. It is slightly higher
then for rice, but lower thon for most consumers goods.
For an average sctivity of 50 tons & year, the annual
overage profii derived from grein marketing would thus be
one million FCFA.

Including other marketing eactivities, the tntal
turnover may vaery from 10 to 50 million FCFA o yeor for
typicel rursl wholesalers, from 50 to 1000 million FCFA
for regional scele wholesalers, depending on the level of
diversification of their ectivities, oflen over 8 billion
for larger wholesalers in Daker.

As a general-rule, financing appears to be the most
limiting factor for wholesalers in grain marketing.
According to @& recent ISBA survey, 72 % of wholesalers
have to rely only on their own funds, 18% on informel
credit end only 6 % on bank predit. Interest rates on
informal ocifedit are very high (with en average of 7.2%
per month), but pertly justified by high risks of
default.. In fect, the sbove percentages apply to the
generic category of whoplesalers, ingluding o majority of
rural wholesalers. . ’

All wholesaelers buying rice From CPSP have & bank
apcount. Among regional scele wholesalers, almost all of
them have overdraft facilities with commerciel banks, the
extent of which depends on their reputation and the
importeance of their personal assets for collateral.
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Transport equipment such as trucks are aslso financed
by specialized leasing institutions.

The financing requirements of operators differ
dccording to the category toe which they belong.
Collectors and to @ 1lesser extent rursal wholesalers are,
8t least partly, financed by advanpe payment from
regional scale wheolesalers. The latter ones, in turm,
heve to finance their suppliers, storage oand retailers
who often buy from them on a credit basis. The necessary
duration of gredit is therefore much 1longer thaen for
other cereals such as rice, which cen ususlly be paid to
the supplier on & 30 day-term.

In this regard, overdraft facilities are limited, at
ieast for those wholesalers who are Specislized in
cereals and who do not have large resal estete to provide
at colletersl. Interest charges on overdreft (1.5% per
month or more) ere also high for an activity which
requires credit on & rother long period. The financisl
constraint must therefore be analyzed in terms of the
cost of oredit, and of more profiteble slternative uses
of limited credit ressources.

The stretegy of operetors is therefore determined by
the following constraints: )

~ major wholesalers limit their involvement in grain
marketing below their marketing capacity, bercsuse the
return on invested capiteal is higher in other
aetivities.

- When dealing with grein, wholesalers tend to maximize
the inventory turnover. Their strategy is to buy for
immediate resale, oand to minimize their storage period,
which is estimated to be, onr the sversge, less than one
month.

3. ACTIVITIES OF COOPERATIVES IN BRAIN MARKETING

The involvement of cooperatives in grain marketing
has d8lways remained limited, compared to peanut
marketing. This is so because peanuts are eosier to
handle, the outlet is secured by SONACOS, selling prices
are Tixed in eadvance, and storage foacilities and
financing are supplied through SONACOS.
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_ Two areas of involvement are however, worth noting :

~ The o©official cooperative system, through regional

r
By
-

unions and local "Sections Villageonises"™ has been active - . t@:
= in the 1985/1986 caempaign for purchasing millet on b
L behalf of C.S.A. The. quantity purchased through g

cooperatives reached 15000 tons, or two third of tetal ’ 7
- qusentities purchssed by C.S5.A. The Tinancing w85 .

provided by C.S.A. on - funds granted by foreign-funaed _?:
projects. . ) N A

1&-—- ]

The philosophy of sueh actions is to contribute to
stabilize the price of grain paid to the producer, by
buying fram the farmer whatever quantities are available
for sale at the minimum target price of 70 FCFA per kilo.
By noture, such operations cen take place @nd are needed-
only during the good crop years when the privete demsnd ' e
is not.active enough to ebsorb the supply. In yesars of ’
low production, maerket prices remain sbove the minimum
target price, with some loeal exceptions and the C.5.A.
intervention is not needed on 8 large Scale.
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Grains purchased by C.5.A. ore put bﬂck on the
market when supply &nd demand are beck in balance, 8t &
price covering the commission of the cooperatives (3
FCFA/kg) and hendling and storsge costs over several
months. C.S.A. selling price in June 1986 is 83 F.CFA
per kilm.”
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- Several local programs of “gereals banks" have also

been initiated by & number of development projects [by_ .
SODEFITEX, USAID and other bilateral projects). N Lo

—h

The principle of such programs is to pool, ,at the s
villege level, grain surpluses purchased from farmers T e
immediately after harvest, through Formal or informsl . b
willage cooperatives, Surpluses are then stored in the I
village storage fecilities until +the "hunger period" and L
can then be resold to farmers, if needed, or put on the L
market. - The benefit of the progrem is to regulsate supply N
and avoid marketing beyond available surpluses due to the )
farmers’ need of eash. GSuch s&ctions require however,
that eredit be available to- villsge cooperstives for
grain purchasing, and cannot therefore be extended beyond
local, experimentsl progreams, as long 85 the national
sgricultural credit system is not operstional. ' -
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4. EFFICIENCY AND CONSTRAINTS DF THE GRAIN MARKETING
SYSTEM

-

Kot studies on the cereal marketing system in
Senegal conclude that the private traditional system hos
proved to be 8ble to fill the gap left by the inoperant
parastatel marketing organization which was in the past
the sole legal operator.

.The liberalizstion of cereals marketing has allowed

' large scale operators to openly come back on the pereals

market, slthough their interest is still limited becsuse
of fimancial constraints, high interest charges and more
gttractive slternative octivities.

Restrictive marketing regulation were often noted in
the past 85 constraints to the development of private
gctivities in ceresls marketing. Following the market
deregulation of December 1885, operators econfirm that
harassement by the wverious government control agents,
once 4 substancial constraint in marketing, have
considerably lessened.

The price structure indicates that marketing margins
by the various operators remsin ‘very moderate (beiween 6
and 9 % for esch operator), which implies that the
marketing systewm operates on & competitive basis, and at
minimum cost. The system has also proven itself to be
able to market the Bvailable surplus, and to avoid unsold
surpluses at the farmer’s level. As o matter of fect,
many studies even suggest that greain is often marketed
beyond the actueal surplus, as formers are pressed by need
of cosh while grain is the first harvest availsble for
sale in the seasonsl production cycle.

However, the major drewback seen on the market
organization 1is the price fluctustions. There is 8
seasonal ecyecle for producers’ prices, whizch are minimum
immediately after harvest ond increase steadily until the
"hupger season™ (periode de soudure). In 19B4/1385, for
instance, which was 3 yesar of poor production, prices in
the sputh of the Pesnut Basin started near the minimum
official price of 60 FCFA per kilo in November 1984, and
incressed up to 100 FCFA per kilo in Jupe 7985, In
1985/1986, @& yesr of high production, market prices
started their cycle well below the new minimum official
price of 70 FCFA per kilos (B0 FCFA/kg in the south of the
Peanut Basin, 50 FCFA/kg in Eastern  Senegal) and
increased muoch more showly. This cycle applies to
millet,sorghum ond maize which have the sawe price

structure on the market.
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As the period after harvest is a time of intensive
marketing, there is therefore some wuncerieinty for
farmers regoarding the price st which they will be able io
market their surpluses. The wuncertainty is obpbviously
higher in areas of high yields oand permenent surplus
(south of the Peanut Basin snd even more Easiern Senegal)
than, in #reas neor self sufficiency where 1lpocal
transactions at the village level omortize market price
fluctustions. :

thig phenomenon 1is believed to hsve a disincentive
effect on cereal production, especially for farmers
growing cereals as cash crops. The mognitude of such a
disincentive effect has been dissussed in seversl
studies, and " seems to be less - important than could be
expected. No cleor reletion con be established bhetween
market cereal prices ond B8reas grown with ceresals, which-
depend on formers’ choices between peanuts ond cereals,
based on more complex considerations, such 85 peanut
price or availsbility of peanut seeds. Unsertainty on
prices, however, can clearly affect fermers’ interest for
intensification through fertilizetion, 85 economic
returns on fertilizers con be very much reduced in case
of 8 price drop. GBGiven the other present constraints on
fertilizers, the .negative effect of price uncertainly is
probable .more a8 potential effect Ffor the the future than
an actual one now.

The pauses for 5Such & price oycle, which is common

to 811 Sshelien countries coan be summarized as follows :

(1) Millet, which is the main crop, is a ceresl with
very little internstional merket putside the Sahelian
region where climatic conditions are mbre or less
uniform. Production, on the other hand can vary in
Senegal from 300 00D +to 900 000 tons depending on
rainfaell. While the average production remains below

potential dewand, there 1is cslearly an excess of
supply over @& rather inelastic urban demand in case
of good crop. This excess supply céen only be

absorbed = through interannusl storage. No operator
would spontaneously move to long term storege, which

cannot be, under normal market - conditions, &
profitable opersation, whatever the vost of financing.
Lack or unsufficient mechanisms’ for interannual

storage sccount for price drops in caese of surplus
production, ’ - - - .-

(2) In average yesars, the seasonal ‘price . cycle -is
basically due to the intense marketing by fermers in
November/December becasuse of- immediate need of cash.
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Because the pperators’ strategy 4is to maximize sales
rotation end minimize storage, they only buy
quantities which con immediately be resold, and do
not fully play the regulatirng function that one may
expect from them.

Tne cost of storage, on an aversage 6 wmonth period,
ceén be roughly estimated oeround & FCFA per kilo st
current bank overdraft conditions (the finencial cost
is equel to 1.5% per month, which amounts, for &
months at 1 FCFA per month, to 6 FCFA, plus losces
and storage cost of 0.5 F.CFA per moanth times 6
months, or 3 FCFA). This copst is substantislly lower
than the magnitude of seasonsal fluctustions, which
currently reach 30 FCFA per kilo between December and
June, SBurveys done on operators’ proctices sugpest
that this gap is not due to any speculstive attitude
by operators inducing grtificisl shortages, but
rather to the fact that the opportunity cost of
coapital is much higher +than bank interest charges,
becduse of restricted aveilability of bank credit and
high cost of informel credit.

(3) The specific problem of Esstern Senegal, where
minimum actusl prices are_ usually even lower than in
the Peanut Basin, is due-to the fact that ihis region
with high potential surpluses is remote From the main
consumption market, and is handicapped by a trensport
eost - differentisl. This handicap is- however
compensated by the Ffact thet, because of higher
yields, cereal growing has probably higher returns
than in the Peanut Basin. Finally the Government
objectives to have &8 uniform price throughout the

country is probably unnecessary o% well.. as .

unrealistic in market terms.

5. POSSIBLE INMPROVEMENTS IN THE CEREAL MARKETING
ORGANIZATION

5.1 Increased participetion of the private sentor

i et B et . e ke e e B it AT TR oo = B e e . T by Sy fat S Ty e ol A M . M o o e e S o g . T

Finsncial constreaints of wholesalers, and high
opportunity cost of capital cean be identified 85 the
ma jor constraint limiting the involvement of the privete
sector in grain merketing and preventing it te play o
regulating function on supply and demand, thus resulting
in important price flustuations, even in years of normsel
producstian. ’
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This 'situsation can be improved by increasing the
means of intervention of C.S.A, for regulating prices
and/or by channelling wsdditiomal and better adapted
credit fecilities to the private sector.

The regulating Ffupction of C.S8.A. will probably

remain neceSs5ary in the medium term, but can be
consideranly faeilitated, at 1least for the yesrs of
normal or sub-normal prodection, it the Finan:ninal

constraints of the private sector are allevisied through
mechanisms such 8% described in the following section.

£.1.% Credit mechsnism for the storage of grain

It ©en be assessed that ceresls wholesalers will
purchase and store more grain only if additignal
finaneial resources are made available to them, 8t &
lesser cost than the current overdraft interest charges.

The main difficulty, however, is to prevent these
additional credit facilities from being channelled by
wholesalers to esctivities with & mwmore immediate, or
higher, return than grein marketing. This would probably
e most often the case unless specific restrictions are
designed and implemented. ' .

The interest choerged by the banks copuld, on the
other &kand,  be substantislly lower if the - rish of
cdefoults on such oadditional credit facilities coan bhe
reduced through an appropriete collsteral sysiem.

One interesting solution to minimize the risk o
misuse, as well a5 the risk of defaults, would be lo.se
up 8 wechsnism for grain inventory finoncing with 8
security on the greain stored. Such @8 credit could ke
made avsilable to- medium and large-scale wholesalers (and
8lso to cooperatives with & sound Financial situation)
for periods of up to six months. The condiiion would bie
that the grain must be purchesed and moved 1o a warehoute
which cén be controlled by the bank officers prior io the
granting of the c¢credit. The credit would have 1o bhe
reimbursed once the grein is moved outl of the warehpuse.
The presently under—-utilized storsge capscity of C.5.A.
in all major regional centers could be used ds
consignment warehouses for such «credit.

r- =y

The eredit mecheanism could work as follows:

The whplesaler would purchase some grain 8t the harvest
season through his ususal networh of collectors, and pay
on his pwn funds, or with funds drawn from his usual
overdraft focility. He wpuld then move the grsosin 1o a
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CSA warehouse in his town and apply for @ credit on
inventiory with his bank. .

Upon delivery, the agent in charge of the CSA warehouse
would control the weight and quality of the grain brought
by the wholesaler, @énd issue & certificete of deposit
specifying the number of bags, total weight, guelity
standerds, etg. The groin would then be treated agsinst
insect attacks by OCRA agents (CSA has s skilled tesm of
specislized such agents trained under the GTZ leghnicel
gssistance program). CSA would teke - over the
responsibility of the conservation in its own warehouse
of the groin, secording to 8 standard storage contract.
A service Tee would be charged to the wholeseler
corresponding to the cost of storage ond trestment.
Apcording to preliminary estimates, the fee could amount
to 2 FCFA per kilo for the first three months, &nd D,3
FCFA per Kilo for each additionsal month. For & period of
six months, the total fee would thus ambpunt to less than
3 FCFA per kilo, &nd could .remain below the actusl
storage cost by the wholesalers themselves, due 1o
economies of scale by the CSA.

Upon remittence of the deposit certificaete with the bank,
the whelessler would be granted a credit smounting, for
instence, to @ wmaxiwmum of 80 % of the nfficisl purchase
price for the grain stored (i.e. 2?0 FCFA per kilo * 80 %
= 56 FOFA- per Kilm). Thebank would immediately advise
CSA that & credit has been granted. The credit woulg
Wave to be reimbursed before the following harvest
season, with therefore 8 maximum °~ duration ot
agpproximately npine months., It becomes dimmedistely
repoyable however, when the wholesaler decides to Sell
his stored grain.

When the trader decides to offer his grain on the market,
he has to reimburse the credit to the bank. The bank
would then give him back the deposit certificste, with =
clesronce to move the groein, which entitles him to
withdraw o specified quantity from the CS5A warehouse.
Alternatively, & system rcould be devised to allow the
merchant to reimburse the bank with theg actual proceeds

of the ssle of the stored grsin. In that cese the
wholesaler should be allowed to withdraw, without
clearance from the bank, 20 % of bis inventory. CSA

would then advise the bank, and a delay of 1two weeks
would be given to the trader to pay the bank credit back,
for the amount withdrewn. Upon payment, the bank would
issue 8 rlesrance tp a8llow the mergchant to withdraw an
additionel 20 %, &nd so on until the whole credit is
repaid. :
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= In case of default within the legal delay, the bank
would be entitled to seize the remaining inventory of
grain, and ask CSA to sell it on “its behalf.

- As long o5 the grain remsin in the warehouse, CSA would
heve the legsal custody for the stored grain, end would be
recsponeible to the bank in cese of illegal withdrawsl.
The storege fee paid by the merchsnt to CSA would siso
cover this resPDnsibility.

Such g mechanism would give to the bank a good
contrpl over the inventory, and does not imply too heavy
a worklosd eitbher for the bank or for CSA. Idenily,
consignments warehouses could be operated by CSA in all
mé jor towns loceted in the vereals surpluses aress. 1n
most of these locetions, CSA  aslready operstes storage
foacilities, which 8re presently used belpw capscity. A
pilot project for suech & scheme could be implemented and
tested in Koolack at Ffirst.

The commercial banks might be interested 1in
porticipsting im such B grain Storage credit program.
SONAGA, a8 financial institution specislized in

medium—term leasing credit for equipment, might also be
considered 85 o potentisal psrticipent, since it already
hos 8 wide experience of credit to traders. The nred for
ddditional financiel resources to participant banks will
have to be appreciated in wview of the result of the
banking sector study presently oconducted. In csse
gdditional finanecial resources would -be needed, 1ibey
could be provided through @& specific credit 1line which
might be considered by USAID 85 & component of the
Agricultural Support Project. The line of credit would
thus be used to refinance the banks participating in ihis
special grein storage credit program,

In order to remein wmptiveting, the cost of credit
should not exceed 12 % per annum, compared to the present
8 % cost of pverdraft fecilities.

Given the low risk of the proposed credit, based on
the grein inventory as colleteral, one cen expecl thet
such a rete could be applied on standard bank financing
conditions snd would not require subsidization.
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5.1.2 Other measures to increase participatimn of the

private sector

Annther useful meaﬁure to increase the ‘interést of
wholesaliers for grain marketing would be to allow,- under

certain conditions, -the export of grain by private
operators [which remain forbidden under the existing
regulation). Export licenses for limited quota could be
granted to large-scale whelesalers, when the First
production estimates - {usually available in

September/October) show a probzble surplus of production.,

Finally another measure. which would incresse the
private sector interest and more generslly Secure grain
marketing, would be to limit to the minimum-the - free
distribution of food eid, which perturbs the market when
done on 5 large scale as experienced in 1983/19B4.

5.2 Intersnnual storage and regulation - Lol

Incressed participation of privote operators will
not be suffipient to absporb the potentisl surpluses in
years of Kigh produetion, 85 storage of grain over 8 year,
period is usuelly a cost genersting operation,

Undar the present system, this interannual
regulation fuecrtion is assumed by C.5.A., which -seems to
have been operating rather efficiently in 1586, An

elternative splution would be to set uwp o specific
financing and subsidy mechanism for the private sector in
order-to motivete it to teke over long-term -<storage in
case of excess supply. No clear adventage {except the
encoursgement given to the privete operators) can however
be seen in such &8 poligcy,. and it is probably more
advisable to strengthen C.S5.A.’5 capacity. :

Fimally, grein . storage ot the producer’s level,
through “"cereal banks" mechenisms shpould- 8lsp be
developped, a5 it it - an efficient way to regulste the
supply and demand. of grain on the market. . .- < :
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1. EVDLUTION OF THE FERTILIZER DISTRIBUTION ORBANIZATIODN
AND POLICY .

1.1 Evolution " of the fertilizer distribution system

—— . e A T . T o o s o o e e G A e e e e Bk e e e ok e e de e e e e

From 1560 to present, the orgsenizetion of the
distribution of fertilizer to the Senegelese foarmer in
the peenut besin has been chenged & number of times. )

From 1260 to 1980, fertilizer wes an integral part
of the sagriculture production progrom {"Progromme
Agricole"™)} menaged by ONCAD, o perastetsl. The price to
farmer was extremely low ond the product was distributed
8t credit. The repoyment of the credit wses supposed to
pccur 8t harvest time by autometic levying on the value
of the —cash crops sold by the farmer. The agriculture
production program was cancelled in 1980, and ONCAD,
bankrupted, was sbolished. :

In-1981/1982 8 “retsined earning” scheme on the sole
of peanuts by the farmers wes supposed to Finsnce the
purchase and distribution of Fertilizer during the
following cropping &eason. In +act, the Government
assumed the whole cost of the fertilizer distribution
progrem Since the controled sole of peanut happened to be
too small to make the system work. .

In August -1583, the Internationsl Monetsry Fund

prompts the Senegalese Government to stop its
subsidization program for fertilizer. ‘.

In 1984/1985, +the distribution is finsanced, on the
proceeds of a levy of 5 FCFA per kilo .of peenut spld by

the Ffysrmers. In oaddition,. 12000 tons of wuresa are
purchased in the U5 through the UBAID’'s “fertilizer
import progrem". USAID uses the ©proceeds of, this

imported fertilizer sales to give & 20 FCFA per kilo-

subsidy. The fertilizer is then distributed to the
farmers, 8t o8 subsidired price, by the various Regionsl
Development Agencies and by SONAR. - -
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For the cropping season 1985/1986, the fertilizer is
purchased by the farmers through the "reteined earnings"

scheme ©of the preceding harvewt. . S0ONAR having bneen
sbolished, the -distributions it wused to eassume sare
reglised by the cooperative movement. USAID offers a

subsidy of 20 FCFA per kilo for the sale at eredit {8000
tons )} through the Regional Development Agencies
(SAED/SOMIVAC) and bof 40 FCFA per kilo for ocash sales
{1000 tomns). - - -

For the 1986/1987 season, following the orientation
of the "New Agricultursl Policy™, it is decided thot tne
distribution of fertilizer will be 1liberalized. The
privete sector operoators, the cooperatives and the RDAs
are authorized to compete to sell toc the farmers the new
binary Formula (0-15-20) produced by the “Industries
Chimiques du Senegal”™ and the imporited urea . USAID still
offer 8 subsidy, but for cash sales only.

A few RDAs s5till provide the farmers with fertilizer
at low prices, ond &t credit through their own or

specific projects” finmancing. This is the cate, o

instance, with SODEFITEX for colton, and with & few tcorn
growing projects.

In the past twenty YEBIS, the fertilizer
distripution-sysiem has changed et least Ffour.times and
fertilizer consumption, which was at an all time high at
the end of the seventies deereased dramatically in the
rain-fed peanut and cereal regions to reach the low level
of less then 20,000 tons in 13984/14ES.

Although the system hes chenged drameticaslly with =
the dissolution of " ONCAD in 19B0/1981 and SONAR in .

1983/1964, the changes in policy and orgsnizoation have
been, until recently, bssed on common characteristics.

These choracteristics are:

(1) The different fertilizer distribution programs
fovused 8lmost exclutively on  pash crops, nothing
being spepifically orgenized Tor food crops,

especially local ceresls.

(2) The ubliec sector, through various government
ggent _ebs narasstetals had & complete monopoly over
fert.lize- ‘istribution in the Peanut Bssin. The
privite & sr had no role to play, except to import
fnor the g “nment,
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{3) The hey elements of the different systems are:
-8 heavy subsidization of ihe product and,
~a distribution at credit to farmers.

With the publigation of the “YNew Agricultural
Poliey" by the Government of Senegal, the opersting

environment is changing drematically. The objective of
this.chapter is to assess the degree of resdiness of the
suppty eand -demand odciors to respond feavorebly andg

efficiently to these new opportunities {for the private
sectour) or constraints {(for the fermers).

1.2 Objectives of the "New Agricultursal Policy™

The "New Agricultural Policy" sdopted officially by
the Government of Senegoel in 1984 brings tremendous
changes compared to the policy of the past twenty yeors.

a) The Government proclaims its willingness to withdraw
from 8ll1 activities which cen be efficiently assumed
by the privete sector. The agriculiural input supply
and distribution are included in those sctivities.

b) The _RDAs-will progressively reduce ‘their activities
and in particular, disengage from sctivities which can
be assumed by the private commercial sector.

rr

c] The =&subsidies on agricultural inputs are toc b

=
cancelled, unless the donor agencies are willing o .

6ssume the cost of such programs.

¢} A rural credit bank, the "Coisse Nstionsle du Credit
Agricole du Senegel®” (CNCAS) is to be organized io
provide credit to the farmers.

e) Finslly, it 1is expected that a strengthening of
producers’ orgenizetions will a&llow them to replace
the RDAs, and rcompete with the private sector, in
input supply ectivities swuch 85 purchesing, siorage
and distribution.

2. PRESENT AND POTENTIAL ACTDRS IN THE FERTILIZER
DISTRIBUTION SYSTEM

Sterting in 1986, the public sector end perastetals
no longer heve ithe monopoly of fertilizer distribution In
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the Pesnut- Basin. Although it is likely that they will
still play & role, the objective of the "New Agricultiursl
Policy" is . to encoursge the priveate sector, and the
producers’ orgeanizations, to serve this -market.

2.1 The priwvate sector

e S — -

oo

At present, the private sector‘s role in cereal and

peanut fertilizer supplying is limited o the production,
ogr import of the product.

The existing commercial distribution network, which
is extensive and well orgsnized in Senegal, does not yet
pleay & vole in the distribution of ocereal and peanut
fertilizers to the final consumer.

Although it has the potentisal +to pley 3 major role,
the private sector hes not vet responded positively to

the environmentsl and reglemenisry chonges. Before we ’

examine the reosons, we will describe the various actors
in the commercial network who could, potentislly, play o
role to supply the farmers with fertilizers.

The privseate distribution network is orgenized in
Senegal eoround four msjor categories of actors : the
national . importer/distributor, the regionsal wholesaler,
the 1loesl wholesslerfretailer and the small wvillage
merchant. These private economic operators form 3
tightly &knit, and efficient network, throughout the
country, From the productionfimport of goods to its

distribution to the final consumer. The network which -

serves the smallest, most dispersed consumer, form &
chain whose links are made of supply eoand credit
interrelationships.

2.1.1 The nationel importer/distributor

The mnationsal importer/distributor is located in
Dakar &nd can . be either the subsidisry -of a8 foreign
company, or a local firm. : <o

The 1loesal Firm, in turn, ﬁéy or may not vhave
exclusive distribution rights on the Genegelese market
for foreign goods. -

. These companies might have their own ssles force to
serve the market eround Dskar but usually work through

sgents or wholeselers in the regions. We have not found
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any instance of @& verticaelly integrated distribution
network which would, under the some cpmpany, import or
produce ond operate the smallest willage stores.

Although no statistics are kept or published by
trade, we estimate that there are approximately twenty
such companies in Daeker with experience in some form of
agricultural inputs (fertilizer, chemicels, mechinery).
The compenies . interviewed in this category indicated on
oennual turnover of between 300~400 million and § billion
FCFA, or between $ 1.2 million &nd § 15 million.

¥ost of +these compenies do not deal exclusively in
ggricultural input but import oand distribute & whole
range of products and wusually have their own extensive
storage facilities.

They regularly work with banks. In most cases,
financing is not 8 problem, although most complain about
the heavy guarsntees required by the bankers.

The national importer/distributors are the only
private operstors who, at present, play a role in
fertilizer supply through imports under government bids
(they @also might distribute fertilizer for market
gardening]. :

2.1.2 Tﬁe'reéinnal wholesaler
Esch major ity in Senegel hos 8 number of regional

wholesalers.
Usually these whplesalers operste individusally-owned

compsnies, even if some of them cen be very large.” In
the ¢city of Kesleck, for instance, between ten ond
fifteen such companies exist.

The regional wholesalers interviewed in different
locations indicated annual turnover of between 250

million and 3 billion FCFA, or § 750,000 and $ 8 million.

These regional wholesalers deal primsrily in bssic
food products, building material, febrics, clothing and
miscellsneous consumer goods. A number would 3lso trede
in locsl ceresals to serve the locel urban market or other
grain defiepit regions.

They ususlly get supplied directly from the nationsl
producer or manufacturers, or from the importer in Dskar.
They, in turn, supply 8 number of local
wholesaler/retailers in their region. The warehousing
capacity is usually quite importsnt (200 to 300 tons for
the wholesalers we sampled].
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They might hove their own truck fleet, or contrast
it to privote carriers, ’

Their inventory turnover is generally very high and
most of the s5a&les are done on 8 cash bosis. When they
extend credit, it is seldom For more than S0% of their
clients’ order. -

Mozt ere limiting their dealings with the banks,
either hecavse they are not willing, or able, to inoresase
the level of personal guarantees required to get & lean,
or because their own cesh-flow does not meke it
Necessary.

They e&are wusually crganized as individuglly-—owned
bucinesses and the owner works with members of his fomily
and 8 small number of wnshillied workers.

A good number do not hove 8ny Fformel eccounting or
mendgement traeining ond might not be able to reoad and
write French. This does not prevent them, bhowever, io
he, for the most part, very &hrewd and Knowledgeable
deglers.

2.1.3 The local wholessler/retailer

The local wholaealer/retpiler i
larger wvillages and &mall towns
for instance).

s Jorsted in gl the
"Communsutes Buralec"

He operates a store and supplies the smsiler willeage
storekeepers and the itinerent wmerchants going

weehly market 1o weekly market.

Usually, the whpolesale part of his Botivity
represents 70% of hic seles.

The store is generslly family cperated with little
or nc ouside employreb.

He would get his supplies from _  the regionsl
whplesaler and, in some instances, directly from the
national producer.

He is not specislized and offers a whole range of
products from basic food products to building materiale,
fabriss and clothing, househola appliances, toois,
automative parts, etc...
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His s&sinrege coapacity is usually importent our

sample indicated @ figure in the 10 to 60 tons range

{
j.

He gensrally orgenizes the transport of bhis goods
through a private cearrier.

Although he might elso ferm some 1snd with the help
of wembers of his imwmediste Fomily not employed in the
store, troding is torsidpred his wain activity and
represents his major source of incowe.

He usually extends ocredit to his wholessle clients
in the form of payment facilities, between two reorders,
for 30 ic 50 % of the velue of the order,

He has been in butiness for & number of yeoars and is
generally a npotable in the village.

His influence covers & radius of oapproximoiely
twenty kilometers in the densely populated srea of the
Peanut Basin &and he supplies regularly between ten and
twenty five smaller storekeepers or market deelers.

He usually has a pank a&ccount sinpe this is a legal
requirement to get & wholessler’s license but does not
borrow much from banks, by choice, or becouse his size
and limited personel assets to be used &85 collateral does
not mseke him ottrective io banKers.

In mpst cases, he did not receive any formal higher
egucaiion and will speak only the local lanpuege.

The local traagaer interviewed indiceted snnual soles
of beiween 50 to 250 million & year, or ¥ 150,000 to
$6800,000.

2.1.4 The village storekeeper and the itinersnt merchant

At ths last level in the distribution chain, be+ore
the finsal consumer, we find two different cotegories of
merchants: the wvillage storekeeper and the itinerant
merchant.

The itinerant merchant does not have a8 fixed
building but goes from weekly market to weekly market to
sell @ small assortment of goods. He might travel with
his own second-hand piek-up truck, or he uses the couniry
taxis whieh serve the wvillage markets. He gets his
supplies, usually clothing and small hopusehnid
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eapplignces, from the regiecnal or local wholesaler. .

- . When Senegalese, the wvillage storekeeper is usually
8 retired employee or civil servgnt and, in some cases, B
locsl farmer or creftsmen, who happens to have & very .
small store operated on the side, either by himseld at
his spare time or by one member of his family. This
commercioal business supplies &n  additional ingome. but
does not constiteute his wmain activity or Ssource of
revenude. -

p—y
L

e

b

] A

In most instances, however, the villsge storekesper
is & Msuritenioan who operates 8 store full-time for o few
yegrs before going back to his country. In this case,
the commercial sctivity is the primary source of revenue
and the store is ususally bigger and better supplied.

N
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The range of products offered is normally very
limited in volume, but con be extremely diversified. The
store is usually 1ocated in the family house and the
storage capacity is not lerge {sround 3 tons in our
sample).

¢

J—
vy

This storekeeper gets his supplies friom the loeoal
wholesaler, every fortnight, or mesnth, &nd usually he
gets 8 credit Tor pert of his order. He himself extends
some credit to his clients the farmers. His cash-flow
and his income are very limited snd he cennot extend much 2
credil, In most cases, he will hot work with a bankh nor oA
even hdve ' a bank sonount. o fo e
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According to &8 survey done in the Kaolack and Fatick
region, the annpusl turnover can be as low 85 1. miliion
~f* F.CFA 8nd rise to is 7 or & millions in Some cases, or

Sy e amags
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g -
Y

e $3,000 to $25,000 approximately. ’ ]
. . A high proportion nof these merchants- sre illiterete, S
[. or literste only in local langusge. Almost none is. L

- likely to be formally trained. -

3
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N.B: The First three ceiegories of privete businesses
ére illustroted in the cases studies preszented in
Appendix 1.
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2.2 The cooperatives

Approximately 4,500 “Secilions Villegeoises™ (5.Vs]),
240 coaperatives, P0 1loecal wunions, 3D departementsl
vnions &nd 10 regional wunions hove been created in
Senegal.

Thiz pyromidal structure is however more theoreticsl
then ' reel end must of the components exist only on paper
with ithe expeption of & few pilot progroms.

Cobperatives and "Sections Villageoises™ ore active
only in spme earees o5 buying ogents for peonuts on behalf
ot GONACLS, and have 1o more role in input éand credit
distributinn, 85 previous progroms, have been disrupted
sgnd in a number of cases bhave gone bankrupt.

This yesar, however, UNCA hss purchosed {fertilizer
from SENCHIM to sell it for cash in the §.Vs. According
to pur informsation an extremely limited quantity has been
spld so far.

In addition to the official cooperative structure,
regional development corporsations  have created their own

formers’ group system, in order to echannel inpputz 1o
farmers-= -They are called “Broupements de produections” in
ihe éred &erviced by SAED, and "Association de

produgtzurs de base" in orees serviced by SODEFITEX.

N.B: The scase study in Appendix 2 present a typical
"section villageoise™ in the Peanult Basin,

2.3 The parastatsls

Since the disengegement policy of the Bovernment,
pnly two parastatals are still playing, or could possihly
play, 8 role in input distribution in the Pesnut Basin.

2.3.1 SONACDS:

SDNACDS is one of the two peanut oil precessors iﬁ
Senegal, with 75% of total oil production,

SONACOS is & mixed-economy corporation, with 65 % of
the copital held by the Bovernment of Senegal.
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Following the dissolution of SONAR, SONACCS  took
over the msrketing of peanut seeds,

-

In 1386, SONACDS alsp bought some 7,500 tons of
fertilizer from BENCHIM to sell +For cash in the Peanut
Basin under +the USAID subsidy program. A  wvery limited
quontity has in effect been sold {an average of 40D0.kilcocs
out of o stock of 30 tons in the seccos we visited)ond
SONACOS does not insist on bkeing further involved in such
an activity, os other opperéiors cen move on the market.

£2.3.2 SORADIS:

SONADIS is @& mixed-economy ocorporation with o
commerciel status whose mopital belongs to the Government
of - Senegal (90 %) o&nd local banks { 10 %). It was
established in 1965 in order to "distribuie bhesic
consumer goods in urban and rural sreas™. :

With & turnover in expess of 20 billion FCFA, it
ranks as the first distributor in Senegal. It operates
wholesale putlets in the major ceities of Senegal {2/3 of
its turnover),. snd 127 reteil outlets in urban and rurcl
areos. . . ’

SONADIS  is nnt‘uery active in the ‘marketing of
cereals, .except Ffor rice and limited gquantities of

imported sorghum during the "hunger® seasun. It would be
willing to market fertilirers if availasble on a cash and
return basis. Leter, if & oca8sh market for fertilizer is

proven te exist, it would Le interested to add 1his item
to its product renge.

N.B: Deteils on.those +two perastatels are‘prouided in
Appendix 3.

3. CONSTRAINTS T0 PRIVATE SECTOR INVOLVEMENT IN

FERTILIZER DISTRIBUTION

The business opportunity “~opened by - the “New
Agricultursl Policy"™ has not, so far, been responded to
by the private merchants a8nd very 1little, if s8ny,
fertilizer is presently bheing marketed by the existing
private distribution network.
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Interviews were conducted with o GSomple of

businessmen at the natioral importer/distributor, the
regional wholesaler &nd ihe local wholesaler/retasiler
levels in the two wejor regions of the dryland ferming
ares {Sine~Saloum and Eastern Senegal) to understend the
actual nr  perceived vonstraints which vould explain the
present situvstion.
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Three major factars sSeem to plsy 8 crucial
the _lack of positive rTes e by the private
sctors. These a8re:

- their perception of the existing market,

-t lach of confidence in the stability of the
Prluﬁtizatinn policy and,

- the risb and opporiunity cost of the necessary credit

3.4% Pergeption of the marhed

The Senegelese Termer in,the rein-fed cropping are
hes experienced, between 1982 and 1984, & series of bad
crops ond consequeniely it disposable income, already
low in  the best yesrs, hes Lbeen further reduced. The
merchants interviewsed at the regionsl and lopcal levels
511 nomplained of @ serious decrease in their turnover ip
the past Ffour yesars. Although the 1last cropping seoson
wat normsl, ihe occumulsted oebt and the disinvesiment
(sale of cettle) hes not yet been corrected.

Lo

he Teérmer hee olways  had to make difficult choices
non the wute of his limited respources and, this yeasr, he
experienve:s twu enlirely sew consiraints, the purchese,
¥for uwash, of his sgricultural inpuis: seeds ond

‘fertilizer.

convinced that purchaszing
»recd & priority for -mnst of the
rother spendg what 1ittle cesh
get from the sole of animels
for other purposes. ¢explained by lhe fact theat,
in the dryland farming & number of farmers sre not
convinced that Ffertilizer iz & sound economic proposition
when the rains are as unpredictable a5 they hsave been “or
the past years. Since they would have to buy the prnduct
at a time when their cash svailebility is et o very low
level, they would rather use it for other, aebsolutely
necessary or perceived as more profiteble or less rishy,

o

The merchants
fertilizes is nol cons:
fermers &énd that they w
they have available,
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purposes. . The priprities seem tpo be: (i) basic family
o needs, (ii) seed purchases, {iii) repayment of debits
. sccumulated with merchants or nelatives over the past
7 vesrs, (iv) ipvesiment in livestock and, Tinally, {«).
) fertilizers

.

]
saa

In addition to this .factur, the Tarmer has been vze
to receiving his ipputs either Free of chorge, or =
credit, from the government or the RDAs, and this year’s
fertilizer type {0-15-20) is & new one. To have to buy o

new product, .and for rcash, represents & radicel change ‘
which, since the rural population is rather conserveiive,

might tohe some time te get used to.

by

d RNy
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The merchants do not believe the market .is ready 1o
respond favorebly, this year, to these changes. ESinee
most are risk-sveriers, they are not yet ready to serve
it.

T TR % ey i L 8 I o gt
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3.2 Confidence in the stability of the new policy

A

To s=erve & marhet which 1is alresdy considered ac
risky, the merchants need to have confidence in 1ihe

Ny stability of the nrew opportunity. None of them it s

a prepared to invest khis funds in the purchase, ~
transportation and stuorsge of Fertilizers: if they are .
afraid ~ that the ronditions will change. There i & i

general tendency emong & gresait majority of the people who
were contacted during the course pf this study, in. the
private &nd public sectors alike, to thirk that the
government will step bach into the market st the last
minute. Reasons for this vary from strong pressures by
powerful Jlobhies to lack of response by the private L.
sector which might endanger the harvest. ] ) Pr
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For most merchants, this year’s happenings - wili- be
seen a5 & test of the determinetion of the governwent to
really idmplement the new policy. If no last minute
decision to distribute fertilizers through the Ministry
of Rursl Development or the RDAs it taken, chances are
- that the private secton will reconsider its preseni "wait

and see" attitude for next yesr. S .
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Unfortunately, for this yesr, no private distribuinr -

[ wants to invest in fertilizer to risk having to keep it .
- in his inventory because he would have . been undercut by. . . P
the iraditionsal public sector distributors.
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3.3 The pnergeption of risk

The private secior operators in Senegal seem
generally 1o be wore risk-shy than pr cTit-motiveled
individuals. In the conscipus or unconscious baléence
every eronomic operator mainteins between his dezire io
make & profit  and his. fear of the risk. The Senegalese
merchant, according to oaur survey seems to  pot far wmore
emphasis or the risk then on the potentisl gairs., ¥Fe is
generally prepared to be satisfied with a very rsmall

profit to reduce his exposure to risk.

In the distribution of {fertilizer, this attiiude

plays an importent role. The profit margin offered on
the product was considered high enough to attract tne
businessmen to enter this new market. This high profitf

margin {(approximstely three times the margin on a very
important commerciel product like cement) is toc be had i+
the product is bought for cash. Thls means, for tihe
merchant, taking an importaent Financial - risk in the
tying—up of funds in 8 product which he i5 not sure will
sell. .

According to our survey the proposition should have
been reversed to be attractive to most distributors.
They would consider much more favorably a "cash and
return” szlution where they would assume no financlial
risk on the product’s purchase and inventory, even at the
cost of & reduced profit margin.

3.4 Financial constraints

In addition to their skepticism about the s5ize and

interest of the market, some merchants, most likely at
the loesl level, might be hoampered by their own limiied
financisal resources:

Adding <ertilizer te tiheir line of products would
represent an additionsal investment in purchase, transpost
ond storage. In & number of coses at. this level of
operators, the ovaileble cash, or credit, is already
entirely sbsorbed by the present business. They would,
then, have to increase their finsncisel resources +to

purchase fertilizer in large quantities.

In most cases, they already received all the sredit thet
the banks are prepared ito give them with the security ond
guarantees they can offer in return. Those who probsably
could get more from the banks, generally do not want to
ask for it. They want to maintain & limited exposure.
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K This situstion may very well-slow down the growth of :

i 8 number of commercial businesses in Senegel. . On. the one E

~ hand, moet mnevchants do not  have much fo offer the banks 5

r. in terms of guerantees for the loens, on the other, those K
e who would be sccepioble to +the risk-shy  bankers think Feot -
- that the guarentees demanded &re disproportionsete and %l
4. that the credit is teo expensive, The reluctarge 1o 37
. disclose sany information about the fTinancial aspeots of J??

s

the business, " or about one’s personal assets, probebiy
- moke the bankers miss @2 number of sound a&nd profitable

L opportunities. : _ - . T

Changing the lenrding conditions (gusrentess ond
cost}, wight open the ocredit markel to 2 whaole new
- cotepory of entrepreneurs, and increase the respurses
gvaileble to the privete sector to seize new commercial
opportunities. Lo

®

i,

However, it 3is not by &ny. means Bure. the new
resources would be used for develeping the fertilizern
distribution network or the fertilizer market since other
products, or  ventures. might have a higher profit .
potentisl. B R .
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: 3.5 Need for - ‘rural credit
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The merket for fertilizers might be spmewnst

—_ different, sccording to our survey, in the regions whare

t the climetic risk is higher {the heart of the dryland
farming area) and those where the rains are both more Lol

abundant and more likely to fall.. oo

e syt o ey e e e e I
[

L " Ip the first region, where fertilizer is Seen as @

risky economic propositien, snd their income is low, -the e
o farmers will probably not buy it for cash, if at sll. gj{,
l: The ¢istribution in any meeningful quantity -will require, . o
a 85 o8 preiimipary ocondition, “theé - extension of credit. ) o
s This credit will have to be granted for the _period of L
L roughly 8 months, between the start of the production
& . seaspn and bharvest time. - The privete merchents probobly-
already extend a5 wmuch c¢credit 8s-- they are willing to,
with the guarantees that ™ their” clients- in the rural
population can offer in return. - It is highly
questionable that additionel finmancial resources would
gutometically mean that more credit.is aveilable to the .
final -consumer. The expoSure is probably the determinant )

factor.
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In the other regicns, the merchoants think that the
market fpr fertilizer is more assured since the farmers
usually know of its profitability. Some even think that
cash rales might work if no pther alternstive is cffered
the Fermers, since a nuwher of them pan mobilize the
financizl resources 1o buy it, for instance by s5elling
livestock. In the dTirst years, however, credit will
prubkably be required becoute the farmers are not yetl used
to buying their inpuis {or cesh and will give priorily to
teed.purchases.

The first region, where fertilizer wili thoave to be
offered at credit, is 8lso the region where the merchanis
ore the less ready 1o extend it, since most think the
risk of defoult is wvery high, or broause 1hey Fheve
already grented as much &5 they were prepoared 1o give.
The implementetion of a rural credit bank might offer the
only wvisble slternative.

Az regords the Cooperatives, they have & somewhat
mixed poast record in the field of credit orgsnization anc
collection and do npt seem ready to embark sgsin in lérge
tredit delivery programs.

In the other regions, the privete sector operators
might te willing to increese their own credit mechanism
to include seles of fertilizers, if additianal, “and
interesting, financial retourves are made svailsble to
them for that purpose, :

4, RECOMMECNDATIONS

4.1 tctions in the short-term

—— e ma — —————— ——— . Tt T o b o o B b e i

It seams that very little - fertilizer can be szold en
8 cash basis Tfor the time being in the drylend ferming
areas., The Farmer is not yet used io heving to plen for
fertilizer purchases in July/August and he is mpending
what 1little oash he saved from harvest on his Firet
priority: seeds.

A limited demand Ffor ures, which is o well-known
product, was apparentely developping 3t the end of the
study. Private distributors purchasing limited
quantities were probably thinking that fsermers in the
irrigated regions and 8 number of relatively modern and
wealthy farmers in the Pesnut Besin (probsbly those with
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an additional source  of income in addition tao

ggriculture) were probably going to decide to.buy it for

cash if no miher possibility existed.

In the very sharit-term, the &vailability of the
fertilizer at SENCHIM’s should be more widely publicized
through the Cooperative organization, the pgovernment
officiais in the country &nd among ithe merchent community
lndeed, the research showed that a number of werchants
5till did not know thet they could =sell fertiliZer, hod
no ioza of the potentielly interesting profit mergin
offered, and of the place where they could get ne
product. It is to be hoped that, with a .better

informetion campaign, &Sowe mersghants in the regions where

fertilizer is known to the farmers to be profitoble; will
finally decide to purchaze the product in some guerlity
and offer it for sele in their stores. The nationel
distributor should be prepered to respond favorably to
ony request for fertilizer, even in very small emounit,
if the client is willing teo pay for cesh, or if Senchim
thinks it oan trust the client with &8.credit..

The &esson is ealreedy’ too +er . advanced to stert
eleboprating new and complex financial -and distribution
schemes. . ) . R

In any cese, the prerequisite of the success, of the
privatization of the input distribution policy is to
avoid lest minute changes on the port of the govermment,
whotever the pressures which. might be brought 1o bear.
It should be prepared to assume this year's difFipultiies
and possible feilure to give its policy & chsnce in the
future. - ’

The disengagement of the RDAs from  input
distribution in 311 the regions, and especially in the
regions where Ffertilizer is widely ecoepted by the
farmers a5 profitsble, would alsc help convince the

_private secipr tTo enter the market. ‘Some  privete

- <" PR

pperators already have plans to -serve the irrigseted
regions, but will probably.-weit to implement them until
they are zure they will not be undercut by the RDAs any
WoTe. ) -

4.2 Increased
contracts

-- competition for ‘jihe _natinnal;— import

The size of the annual national import bids.prevenis
8 number of private importer/distributors, who have the
know-how, to pperate at this level.. They might find the
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financial resources te dral in'smeller guantities (2,000
to 4,000 tons) but they &@i1¢ upwilling, or unable, to wmohke
any tummi,.mant for 10,000 io 15,000 tons., It could tbe
wﬂrthwjlp, in encourage swsller companies, and To prevent
the “ge FTactic” monopoiy of bLig importers (like Senchin or

:
S5FPC) te design sowme wey of sharing the nesticnel
canirect for the import  of fertilizer between thrre or
Tour  companies of “veputie, The propossls could, +or
inttencre intVude a8 nprice for the import of the iotzl
Faiant Eird & price for’ 8 swmaller quantity. IF the piice
ciffvrential rwoas not too high, the “degision rould bie
1asken tg aplit ihe market Letween o few compenicvs. They
would, for instence, be givern & chonce tao get port of the
tovel contract 8t lhe conditions submitted by the lowect

4.3 lmplementetion and Finsncing of & "cash and return”
met banitm

The nein problem ito solve for the Future, 1ho
the gprivate sector’e -perception of the Tic
ppportunity cost  of the feriilizer disiribution Scheme,
The iwplemeniotion of & "ecesh ond return” orgenization

ecms tou pe he meev seooeptelle aolution in the eyes of
the merchants to minfmize their reluctonce to enter this
new market {the distributers would get the product from
the dimporter/manuvfactiurer on o deposit basis and 1hey
woul?d pey him for the product sold only). hie mporocécon
will prohably prove necettsary until the marhet, on a coush
or cregit Lasis, is proven 1o oexist.

Our recowmendalion ie To degign & five—yes:r progran
which would be graduelly phesec-outl. The eclore ir the

distribution sysiem would be, every yesr, required 1o
increase their conftribution by purchasing the fertilize:
for cash, or through normel commercisl credit prcr‘ices
At the end of the perind, no fertilizer swhoulce hLe

dictributed at the wheoleseler or retaller’s levels o o
"cash end return® basis any more. The merchants woula
have e Fully gssume  their responsibility since,
hopefully, 1he maerket would have been proven viable.

Since the nstionel importer/manufacturer would bear
the cost of the system, & speciel finsncing will heve to
be designed with the coomercial banks and USAID.

The netional imporier/manufscturer would heve o
zelect the wholesslers and retailers where he would bie
prepered to deposit his product. He would ™ also have 1o
orgoanize some hind of physicel control procedure to make
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sure he is paid for 811 the produrst which is sold.
Tsking into ececount the facts that the distributor has to
be of & respectable size, yet close enough to the final
consumer, we wpuld think that .the Ipeal
wholesaler/reteiler is the logical sholce.

he distributors who would receive the product would
kave to be prepoared to assume the transport cost to the
final consumer &nd the cest of losses or waste. -

-The margin of 7,000 FCFA per ton would have to be
shared between the nationel importer/manufacturer snd the
cther eocgtors in  the distribution system. A margie of
5,000 FCFA to the wholessler/reteiler would 5till meke
the prodeet sittrsctive, compored to cement for instance,
agndg the remaining 2,000 FCOFA per ton would finspce sr
gverser of itwe to three months'worth of inventory for the
national importer/manufactiurer.

(This wmargin is celculsted &t & Fimancing cost of
approximately 1.5% per wmonth, or D.90 FCFA per kilo and
per month}

4.4 Design of sn ipcentive meschsnism to encoursage private
erecit distribution for fertilizer purchases

e e e T = A = s L P e . S —— T e — - " — - Y o —

At lesst for a8 few wmwore yeers, it appedrs that zome
kind of predit mechanism is necessary in the cdrylend
Tarming areas 1o sell & new itype of Fertilizer in the
guaniities expectied,

The privaie secinr distributors hLav glready
demonstrated thot they 2re in a good position to evalisté
their clienis’'solvency and thus 1o opereate efficientiy &
widespresd ocredit system *to final consumers. Howewer,
they will do to for sgricultureal inputs, only if they
believe the morket is profitsble, 8nd +1be riskhs cre
scoepisble.

e
@
L
o

However, somp of ihem would have to have &Gcces: dic
sdoditiovnel end edepted Financial resources (8 wonihs
rather then the vsual short-term overdraft facilitiy &nd
attractive rate]l. :

In turn, the lender would have tc design & linkege
to ensure that the specisl wagricultural input credit
fecilities iy not used by the private merchants for oiher
purposes then fo prowmote feriilizer sales.

The credit should be given by the commercial benks
to the privete disiribuiprs of agricultursl dinpute.
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Since it is likely that +the gusrentees scceptable tc the
bankers hove already been offered by the distribuliors to
get the credit they presently uvse, some incentive will
have io be designed to encourege them +to relax their
standsrd lending conditions. 4 risk sharing mechanionm
tould be negotieted, for instance, between the commersisl
tanks, the Centragl Bank ond UBAID.

Studies presentiy being coanducted should indigair if
new funds ere  required for this purpose and the minimum
guergntees which would be acceptable for the banks.,

This credit mechenism to distributors shouid however
be reserved to priveie merchants in regions where the
climetic risks are low, i.e. the irrigated regions,
Fastern Senegal and the Casemance.

in other zones, where the risk of poor crops i=
higher but still acceptable and where fertilizer has boen
proved without doubt +to be &an economicslly  Soend
investment, i.e. the south of the dryland Forming oree, ©
"disaster" insurance scheme should be orgenized to gilve
credit & pharzce to exist on & vigble basis. fHowever ihics
constitutes & long~-term proposition which requires
further studies. ’

Im 811 olher areas, no vredit for fertilizer snould
bg grauied since, on the long term, 1its vuvse is #ot
economically - prefitable, and even technically

gquestiocnable.

The saje-Tor-cash condition for the  subsidy might
also be receprsidered Yo encoursge  the privete sentor
operators io exiend credit to formers.

In parallel to the development of & credit mechaniswm
through the JFertilirer digtributors of the private

"sector, &ll possible support should be granied 1o ihe

developmeni of an efficient rurel credit bank and the
tests being presently cunducted by CNCAS on seed credit
should be examined very closely. The possibility of
implemenling @ similer sScheme for fertilizer ocredit in
another test-site should be studied.
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4.7 Hole of SONADIS

[ .
r o . 35 ) =
@& . - ;f:
r . 4.6 FPossible rtole of the Cooperstives :
) As reperds the copopersative system, it should bLe . i
E given the opportunity +to participste in the “eosh snd ¥
- return” distribulion scheme 8t conditions similsr to the 4
private sector, bLut peést experience does not Favor i
P encourdging - them io cffer credit. ~ The :r:
e cooperagtives ‘members shpuld get nredit, either ‘“through glﬂy
- the -privaite sector or +through the CONCAS. It is =0t Fomm
— desireble that the wuniors, at leasti Tor the Tiwme bei-g, Fﬁqu
. develop their own credit wechsnisms. their Ffinasnrial [ﬁi,
. structure, and their organizstional resources, are still BT
too froagile for such risks, A
€
L

;-
=~ Although not &trictly speeking o private sector Pl
. operator, SORADIS, which is the largest distributer in Lo
. Senegal and is very well represented in all the rdrsl o
L. regions, should be encoursaged to participate in the new e
fertiiizer distribution. mechanism. It should ‘henefit- R
o from the same opportunity of a°  "cash ond returan® R
[ distribution coniract recommended for the private PN
B operators and could possibly be eligible for the special .
- fertilizer distribution credit if, in turn, it would use -
it to extend agricultural inpui credit to its clients in Do
- the rural regiors. = N
;f The competition offered by SONADIS could help RN
3 prevent, in the future, the esteblishment of fertilirer o

distribution monopolies in the regions.
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IV. CEREALS SEEDS PRODUCTION AND DISTRIBUTION

—— S -y — i . . it S S — i o o s

1. GCOVERNMENT DOBJECTIVES AND BACKGROUND

The OBovernment of Senegal’s efforts to develop @&
seed-policy -has always been primarly directed to peanut
seeds, and little concern has been given up to now to
cereals seeds, s8lthough it is recognized as the most
cost-effective factor to increase yields.

Until the implementation of the “New Agricultural
Ppliey™, breeder and foundation sSeeds production was the
responsibility of ISRA, while RDAs were in charge of
multiplication and distribution, under the overall
control of the Seeds Service (S5.5.) from the Ministry of
Rural Development. Very small quantities of certified
seeds has thus been produced and distributed becsause of
the varipus constraints at &8ll levels :(i) inability of
ISRA to produce foundation seeds,(ii) very high cost of
multiplication and subsegquent financial contraints, and
{iii) inefficiency in the distribution systems. . .

At_ present, only 1limited and local cereals seeds
programs are operating

- SODEVA is marketing a few tons of GSouna III improved
millet seeds at a price of 285 F.CFA/kg, but sales
remain below expectations. A
- SAED and SODEFITEX are also operating some cereal
seeds distribution programs in their areas, through
informal formers groups which they have created. These
programs a8re parts of regional development projects
internationally funded.

The NPA and the recently issued "Plan Cerealier’

have given only broad guidelines on Government’s
objectives and Strategy for cereals, as more emphasis is
put on  pesnut Seeds. The definition of & detailed

strategy is however s5till pending, until the presently
ongoing 5tudy on seeds policy is completed.

According to the "New Agricultural Policy"™ and the
“Plan Cerealier®, the Seeds Service would take the
responsibility of foundation and certified seeds
production, as RDAs are phesed out. It would contract
with. privaote producers under close monitoring.
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Distribution of certified seeds should be gradually left
to the privete sector, with a close control from the
Seeds Service on vorieties to be distributed in each
areas. IBRA would retsin the responsibility of breeder
seeds production, although the possibility of alternative
foreign or local suppliers is not expressly excluded.

The need for & subsidized selling price to farmers is
generally repcognized at least for & transition period,
given the present lack- of awareness of farmers concerning
expected vield increases. .

The Government objective for the year 2000 is to
moake available 5,000 tons of cereals certified seeds of
improved and tested varieties

2. POSSIBLE INVOLVEMENT OF THE PRIVATE SECTOR AND
CONSTRAINTS

2.1 Potentieal role of private operators

e . i e ek i B s b e e b . T o ——— — ——

At present the only fiéld of actual invelvement of
the private sector in seeds operation is the import,
production and distribution of wvegetable seeds. A
cooperative specialized in vegetable gardening is locally
producing vegetable seeds oand @ few private operators
heve also recently sterted production. Vegetable seeds
ore 8lso imported by most noationel importers/distributors
specialized in pesticides, ond are distributed locally
through specialized reteil outlets, either agents or
branches of the importers. Such activity is however very
specific, 8s the market Ffor vegetable seeds is
geographically concentrated in the Niayes area, and does
not raise ony problem of subsidies or credit given the
high return of vegetable gardening.

For cereals seeds, the present privete sector
involvement is npil, although some private projects are
being studied. Possible and recommandable involvement of
the private sector has to be analyzed at each of the
various  stages of breeder and foundation seeds
production, Seeds multiplication, seeds distribution.

2.1.17 Present ond potential actors in cereal seed
production

Production of foundation seeds is currently the
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responsibility of the Seeds Service, which has three seed
farms. Production on those Farms is contracted to
individual small farmers, sSupplied with inputs on a
credit basis by the §Seeds Service, which 8lso provides
technical supervision and monitoring, and purchases the
production. This s&system is believed to be ©costly,
although no accurate cost estimate is availeble. It elso
implies a very heavy involvement of the Seeds Service in
production activities, which are not compatible, under
sound management principles, with its overall monitoring
function. .

Seeds multiplication is currently managed by the
ADA‘s under various development projeets {GTZ in Sine
Saloum, World Baenk prpoject in SODEFITEX area, ete...),
with an overall wmonitoring by the Seeds Service. The
RDAs contract production with individual farmers or
formers’ groups speciealized in seed multiplication. They
then provide them with technical assistance and inputs on
a credit basis; purchase the produced seeds and send them
to one of the two existing treatment ocenters, operated by
the Seeds Service, for quality econtrol, trestment and
packaging. This system presents the seme drawbacks as
already stated for production of foundetion seeds. It
implies a heavy involvement of the ADAS {for
multiplicetion) and of the. Seeds BService (for the
treatment and packaging) in production activities which
could be handled in a probably more cost effective way by
private operators. Because of their financial
constraints, BDAs are highly dependant on internationelly
funded projects for their seeds multiplication progrems.
Supervision of multiplipgetion farmers implies that a
heavy extension network be maintained, which, in the long
term, is not compatible with the stated opbjectives of
shrinking of the role of the RDAs. It also implies
involvement of RDA's.in input distribution and purchase
of produces, which is clearly in contrediction with the
objectives of disengagement from marketing activities.

For all these reasons, it is currently considered
that, although the present system of small contract
farmers may be continued whenever-it operates in a cost
effective way, production of foundation and certified
Seeds should not rely exclusively on it, end should also
include-lerger scale private operators. These operators
should be able to produce, on a self sustained baesis, and
with the quality control of the Seeds Service, & Ssecured
quantity of seeds through rain~fed or irrigated
cultivation.

A number of modern potential investors {emong whom
former high government officials} have already showed

1

Rl

o

«d
\

R T =g 7 ety e g s
T LRI S N C
oy *, v
- A N

Wk

‘e

s}

=% 5.

w3

i

'
Vo

el vt e RS o T ...: LT
. [ Y .

gy mee A
“

1y

.

e

P

AIEN

.5

Wit e

o8

[



Yy

ey
1
[ I—

[

ey ————
[ 1 |4 I

et sy

¥ N i

]
t

*
.

| A

-t

[ o

I

G

F

. i 39

interest in seed produetion wventures, and hoave applied
for production contracts ond +financing with the Seed
Service. Its seems therefore gquite feasible to leave at
least @ part of the seeds production to the private
sector, provided profits cen be expected from such
activity.

In case of continued deficiencies of ISHﬁ for
production of breeder seeds, research and develbpment
contracts could even be moade with private operators in
order to introduce, test and develop new varieties, under
the monitoring of the Seeds Service. Among the potential
applicants for sesed production, one at 1least would have
sufficient qualifications for such activity.

Private operators could have their own treatment and
packaging centers, with an agent from the Seepds Service
to provide the certification stemp for quelity control.
Alternatively, they could send their production to the
seeds centers presently operated by the Seeds Service.
Privatization of those two centers eould 8lso be
considered to relieve the Seeds Service from this
production activity.

2.1.2 Present and potentisal actors in seeds distribution

Seed distribution is currently performed by RDA’s,
on cash or credit terms, through individual farmers or
farmers groups (in SODEFITEX area)}. This activity of the
RDAs is clearly expected to be phased out under . the
guidelines of the "New Agricultural Poliey" and af the
“"Plan Cerealier"”, @and be transferred to the private or
cooperative sectors.

Cereals seeds marketing is not subject to the same
constraints as fertilizer marketing : the market does not
depend upon the existence bof a consumers’s credit system,
as quantities needed are small enough tp be purchased for
cash, by farmers; the minimum needed inventory for each
morket operator would remain small enough to aveoid major
financing constraints ; transport and storage 8re easier
given the higher wunit value of the product and expected
margins can be more substantial.

For these reasons, most market operators currently
involved in conSumers goods marketing in rursl areas or
in agricultural input marketing would be potentially
understed in seeds marketing, including : regional and
lpcal whpolesalers ; rural shopkeepers ; SONADIS network
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of rural retail or wholesale outlets.; the large national
firms currently importing oand. .distributing pesticides
(SSEPC, MATEMA, SPIA) could also consider seeds as
complementary produces for distribution through their
local branches or their own salesforce; BSONACDS, which
already markets peanut seeds through its extended network
of peanut buying and storage points, could also merket
cereals Seeds; although it may not be compatible with its
current strategy to concentrate on peanuts marketing and
processing ;. some of- the potential- private large
producers of Seeds could also be interested in
distribution; finally the official cooperative system, at
the level of village SVs and their Regional Unions, could
also deal with seed distribution as it does not require
specific credit meechanisms.

The difficulty in setting up an efficient
distribution network for cereal seeds does not pertain te
potential operators, but rather 1o the teohnical
constraints of seed distribution. The seed variety to be
marketed in each climatic area should be the one tested
and selected by the Seeds Service for this specific area.
The rate of adoption of newly introduced varieties should

be carefully programmed and monitored by the Seeds

Service in order to saturate each area with the adapted
variety and maintain its purity; in order to optimize the

use of certified seeds, farmers should be trained to

select and keep second and third-generoation seeds rather
than pushed to purchase new seeds every year.

An e%ficient distribution system requires therefore

8 close control over the geographic area of distribution _

of each variety, which precludes the channelling of Seeds
through natipnal or even regional private distributors,
unless a very costly control system opereted by the Beeds
Service is.set up. Marketing -throvgh local retailers
would be popssible without sueh @& control but would, on
the ather hand, imply thot the distribution bpf seeds to
each reteiler be done by the Seeds Service, which would
again be a8 costly and inefficient mechanism. Finally,
the most appropriate channel, given the above mentioned
constraints, oppears to be the cooperative system . Seeds
could be delivered to HRegional Unions, - which in turn
would distribute them to the SVs aecording te the
coverage program set up by the Seeds Serviege. Each SV
would gather from its members the sum of money required
to: purchase seeds, "and pay the Regional Union upon
delivery. ExtensSion agents could advise farmers and SVs
for their purchase program, thus avoiding misuses.

The private sector should not be totelly excluded
from the distribution scheme, 5o as to maintain a sound
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competition with the copperative system. i.ocal
distributors should therefore alsoc have the possibility
of purchasing seeds from regional delivery points of the
Seeds Service, and to distribute it lqnally.

2.2 Conditions to the private sector’s involvement

[

The potential interest shown by private operators
for seeds production and distribution will not
materialize until- a number of conditions are previously
fulfilled.

The first condition is the price at which seeds can
be put on the market. Past experiences have shown that
farmers are not ready to pay improved seeds prices that
would exceed twice the price of ordinary graimns. Such an
dttitude mey be modified in the future, when farmers
become mpore aware of the high financieal return of
improved seeds, but has to be considered as a constreint
in the short tern. Available estimates of seeds
production costs range from 230 to 280 F.CFA/kg, whereas
current millet prices never exceed 100 F.CFA/kg even at
the hungry season. A subsidy seems therefore necessary
for seeds to find @ market and to allow operators to make
8 profit on production and marketing. This subsidy nuuld
be progressively phased out over a flve years period.

As 8 second condition privete investors would most
likely be ready to invest in equipment only i+ they are

secured an outlet over seversal years, &s they have no -

control over the merket and the distribution network.
Such a8 guarantee ©can be granted through production
contrects covering @ period of three to five years with
the ©Seeds Service, for the supply of determined
guantities. Once such a guarantee is granted, operators
should be able to get medium—term loans for equipment
from, CNCAS, following the regular procedure.

A third ocondition is the regular supply of breeder
seeds by ISRA to seeds producers. This constraint should
be dealt with through appropriate reporgonization of ISRA
and support to its ectivity, eand for contracting w1th
private research and development operators.

A fourth condition is the existenpe of an effiocient
information and extension system to promote the wuse of
certified seeds among Farmers. Contrarily to other
seeds, cereals 5Sseeds have, in Senegal, only & very
limited spontaneous market as farmers are used to keep
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their millet or sorghum seeds From the production of the
previpus year whenever it is available. A promotion
effort is therefore necessary to create a permanent
market lerge enough to wmeet the Government’s objectives
and justify production investment by the private sector.

3. RECOMMENDATIONS FOR.ACTION

The recommandation which can be made at this stege
concerning Aimprovement of cereals seeds production and
distribution should be regarded as preliminary
indications of possible eactions, to be reviewed or
finalized once the presently on—going study on seeds is

2chieved.

3.1 Proposed orgenization

- e - —— — —— —

Seeds production:

In the proposed organizetion scheme, & part -
scheduled to be gradually growing - of the production of
fpundation and certified seeds would be handled by
specialized modern farms in order to partially relieve
the Seeds Service and the RDAs Ffrom a very heavy
monitoring of seeds production by small contract farmers.

A  number of potential private operators, ‘with -

suffigcient Finencial and technical backing, would be
selected by the Seeds Service, and medium term production
contracts proposed for the purchase of o specified
quantity of seeds over 3 period of S5Several years.
Private operators would resort to the banking system
(especially CNCAS) for financing of equipment, eventually
with the technicel assistence of the Seeds Service for
the project design.

The Seeds Service would continue to exercise a
quality control on the production of private operators,
and to certify seeds. Seeds treatment could be done by
private producers, or in the existing treatment centers
presently operated by the Seeds Servipe. The possibility
of privatizing those centers should however be
considered.

Certified seeds would be purchased by the BSeeds
Service, at least For the first yesrs, until the demand
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becomes regular enough to allow normal transactions
between producers and distributors. The terms of payment
by the Seeds Service should include sowme advence payment
in order to pertielly cover production costs.

The price should be set at @& 1level allowing, under
standard cost conditions, & profitebility comparable to
other intensive agricultural ectivities.

“Seeds distribution:

Seeds distfibutian would be primarily handled by

regional cooperative Upions, which would purchase seeds -

from the Geeds Service, ond by the 1lpcal SVs as their
distribution agents. Each SV would order in advaence the
required quantity of seeds from the Union, and pay cash
upon delivery. Local private traders should also be left
the possibility to play 8 role in seeds distribution and
to purchase regionally +from the Seeds Service or the
Union.

Consumers prices should be set at & level compatible
with farmer’s cepecity and willingness to pay, and allow
8 sufficient marketing margin for cooperatives. This
implies most probebly that the selling price by the Seeds
Service be subdsidized, at least for the first years.

3.2 Proposed actions

8] The proposed organization scheme implies that a
financing mechanism be set-up to cover the financing of
the purchase of seeds by the Seeds GService, including
advance payment which would heave to be made to producers

The financing should cover a period of time from 6 months
to one year, corresponding to the average delay between
payment to producers and paywent by SVs of purchased
seeds. Delivery to Regional Unions o©could be made on a
cash and return basis.

A revolving fund +For cereal seeds could be an adequate
mechanism to teke —care:of the Seeds Service financial
requirement, and USAID’s participation in such a8 Fund
could be considered.

The fund could be either operated by the Seeds Service,
or preferably by CNCAS as a specific credit account for

r—

R wvy‘ X . e USSR Y

,..,....,._.
.t

QTR
X3

Am ot mmE A M M —————
¥



—

44

seeds production. CNCAS would thus pay suppliers on
behalf of the Seeds Service and would be reimbursed on
the proceeds of the seles to Unions.

b} Although it is clear that the involvement of the
private sector in seeds production may alleviaste @
number of existing constraints, much of the Success of
the operstion will depend upon the BSeeds Service’s
copacity to properly progrom, mansge and monitor seeds
sctivities. . Among its <functions, the Seeds Service
should

- ensure thaet ISHA is able to preduce the required
quantity of breeder seeds, or find alternetive sources

of supply.

~ select, in cooperation with ISRA, the verieties to be
introduced in each climatic area and program quentities
to be distributed.

- estimoate the market needs and program production two
years in advence (for production of foundation and
certified seeds).

- contract with produpers. ’

- control the quality of production and certify seeds
of standard quality.

- deliver the required quantity of seeds to each
Regional Union.

It is believed that the Seeds Service will be more
able to concentrate on those monitoring and management
functions, as it gradually withdraws from direct
involvements in production activities. it is obvious
however thet its menagement capacity wnuld need to be
strengthened, through technical assistance and training.

*Such actions could be considered for financing by USAID,

£} Alsp the cooperative system, at the level of Regiopnal
Unions, would need technical assistance and training in
management for handling seeds distribution. This could
#8lso be considered os & possible field of invmlvement by
USAJID. .

d)} The temporary subsidies for cereals seeds would also
probably have to be financed by foreign donors.

e ‘.,..l....r....__.....u...—‘-—....g_ Fror g w e
1 '
o,
[

1]

TV e e s | e d S e 1 s T AT A A Pt Ty ¢
PP i B ' " ' S
. e e L . ot

B vm ~ e o v g
v, " N e

"

[y

o

1



g sawmm

. ' B
A
A NATIONAL TMPOHTEH/DISTRIBUTDR

DAKAR

1. Grierrsl presentation: . .

The covpsny ) hern bee foonded o 1074 by @ owvedy wesliby
Tinenioviv butinesimsn  wiliminily to diverdrfy. Tlis
hevds s :

ine Luepiny BYaried &S on imporier  ond wholewdl:r  of
buiiging naterial {Tiporing, bethroom sauipmenty,
plumting) oput spon diversified into cother promicing
VEOTLUTE S It niew hasn Tuur fenardte deperimente for the
Buiiding materiel!., the  azroerhemicsls, tihe foond
} rodui-is, mainly  froeiis and vegetapies, ong  pne fop Lhe
1ol RLenTaTion ¥ VarLoub Tareign produse & o
mitceliloneous eaquipment.

The porrany i5  legslily orgenized 31 the Teorm of ¢
"Ioniete fnonvme”  {E.4. ) whese capitel of AP0 L illipus
FOTA beaongs entirely io the Ffounder, Mr. K.

. G s & numbe of’ bhusinesces cd redl
tTtaveprorerties In Senegal and  in Furope and ber sniaes
A5 MEBT oF Tho pountry s big companies

The  rcompany lnoomaneged by one of hin brothers and
vwploye, oo the fopur srperate deportweri:, & tial -4 0
persont, of which § ere mansgers. The Agre-ohenlnd?
separiment, which degls reguloarly In wvedsiaiddesd 07
geripuliorsl chemicals, and oceasionnaly, when ¢ neticad?
cr RDA big is won, on feriilazers, smployt o operbont ;
The pompény has sneret i wvariouvus  wiher Plref Jikes ol
FPRSLTENCs companys, 3n indusirial production of vegelsr st
connerr ond & gpmpany  whiech rent: beavy egricuvilire’
mechipnery, Tl glsa “armt 150 hectares of Irrigoled Tans
through one of ite wholly-owned supeicdieries.

Thrauge The pwner, 37 6 pnsnristec with o o numpee o of
niner Senegdlese rcompanies, tike on SRS Rt T U e
manuTacturing plant, @& levyg:r vompony of distriputioe of
consumer gouwds in the Kaolaeh region ond others,

2. Antivities:

ro-chemicsl department wss orgenize
1982 when the cowpany won a ver
¢ import of 10,000 ions of uvrea for th

k) H

Rural Development. Thisg department imporis ang
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tonls
pumpEs, SLrayers, generalors, etc..}, in pesticides and
1 ittt ection chemicals and in fertilizers.

0on
L
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‘hemicsl depéartment represents between  40%
s¢ total sales of the sompany whioch Tluctos
th
[
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.the winring, or not, of the annusal neti:

: rqr? bids {rmm ihe Ministry G Bu
fve Fnonent JUSAID, or Trocm the RADAs like the S0l
¢ "haencgowent du Delta™ {SAED].
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4ny  pwns a 200 square meters building in
o Dohar’s comercioal distrisct and a 2500 Gt
Twarehouse neorby plues 8 building in Saint-lLo
whinh serve a5 both warehouse and siore Tor
ma:het. The offices of 1be comnpeny, as well
tiore for houting end agricultural meterisgl, are
the main bLuilding in Daghsr, However,
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were  prpvided by  th
F ennuel  arpces 58
1ioh ove enilirely due
: zmport hiﬁE. )
; iht imigl sele. were given 8t v, 176 miliion FOFA
1T ieh the Agro-chemicsl departiment represenied 818
MEJAiDH, cr ?0% of the +toisl. In Tthe same year, the
compony wop & national bid to import 10,000 tons of ures
tor the Kinietry of Roral Development &nd imported 3,500
Tons To reexport to Mali.
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Iin 1884, the sales plumetted 1ito 270 wmilliion, the
hegro- ciem*qu departmeni represented 127 willion , or
L0% That yeer no fertilizer was imported by the company
gnd the Agri-chemicsl depariment sales were entirely made
of pecticides  and erop  protection chemicals sales te e
RDA In %35, the sclet went back to 600 millions, 538
millions or 390% aslone for the Agro-chemical department,

ziore since most of the bubinest is done, “or

rusk:s fpme
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The coweany works with trne LBIAD tanh in Dekar. IT used
to werk with  two other retionel Lanks buelt etopped singce
iheir oezriified vheck: &re pot  socepted by some. The
cumpany  ~nen odraw uwp to TR wmillipe through  wvip .oous
servicoes sach 85  &an pverdreit for 30 milliion s 1i o7
credit for 980 million snd ctbers.  Wher 3t hes offi

T &

won 2 nﬂ|;anél or RODA bid For Znport of ferti I
compdny i.9% been &ble to graw op to 200 milliorn fro

—y

- {
- tas IJ_. Pl TP )
7

beank ﬁn;, in one insifncs & 700 miliior sherti-term .
The rencwn of the Chairman of the Beard certainly helps
the company in its relations with the benkers he
Chairman usvally gives his personal ceution for the Zarge
inans. The normal  froilities  {overdreft ard line of
credit) sve guaranieed by mortgeges wortn 420 n iilion, or
g ecoverane ol 100%. In %85 the company paid 30 willion
te the wank. in Interest. The rcompany due& not ure
ong-tern loans, for equipwent Ffor instanpe, il anes
tead iT% twn Tunds.,

\4

1

instesd, ny cheoice, .
I cmp3ny has  no problem getting credit  From the hank
t E it The owner’'s own credit,

The compsy does not give any credit 1o its ‘customers any
more. Jt écoumuletec bed debies in he  amourt of 40
milliocns and pow demsnc cesh ﬂaymen15 or o d

ertified chect:
Trom selecied banhs. Hpwever, when its client 1z a BIA,
it has to abide by the RDA':s peymeni condiiions gpruifled
in tne contract. Usually these are credit  sgles bLux,
even iFf payments are late, thezre 15 no risk of defaoull
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The compony is initerestec in the feriilizer market and
hes the oepobilities le wrganize oend Tinsnce the Import
pf large quantiities of the product. Since 1978, when It
imported 20,000 tens of fertilizers from PFoland for ihe
now defunct ONC it a3 been ponstantly in this market,
3,500 tonn  imported +from Belgium in (983 for #ali aad
Semegal, 4,000 tons uplosded, stored sad transported in
the regione in 1984, 4,000 tons imported +Jrom Belgium

It hae wide experience with the import, storsge and
shipment of large quantities of fertilizer {urea) but
none in ectugl seles since it always worked for the
Ministry of Rural Developwment, or for  PRegionsl
Develowpment Agencies, who glways orgenized he
distributiﬁn of the product to the final consumer. -

With the "New Agricultural Poliocy", the compeny is B3ill
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invesied more then 120 wmillions FOCFA in this veniure &
has already wor contracts. to plough more than 18
hegtares of land.

This 5358 illustrates the aotivities, results,
constrai~ts, opporfunities and plens of &n import Gompany
at the national level. The financial results, as they

were communicsted, appear &small but it should be hept in
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CASE STUDY
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1. fGeneral przsenictlon:
The company BJA. iz B ftwo-yrars olg Senegolede
Twport-Export and Troding compony whose ptfices are
iocoted in downtown Dakar,

e President and CGenerel Mansger of the compery I8 &l:o
ite founder end single owner.
Efter more  than sevenigen yesrd worh experience  ar
Director of Marketirg ang Director of Findnoe of various
companies &peciglized in providing roducts cor Services Lo
the sgricultural secior , bhe decided 1o start his owrn

tempany. He explained thav, during #ll1 these yesrs, be
was &nle te build e littre capitsl hut, Ffar more
importantly, a8 network of relatiopships with cljenT5 ard
suppliers in Senegal, in neignbouring countri Bnd in
Europe who frusted him and liked the way he was daoing
business.

He invested: bis own savipgs irn the new Sompany anc did
rot  reoeive  any help Jrom the benhks &1 that tire,
althoueglhy hs dsked For 8 lasn. Foregign supplisrs wiih
whom he hed been in relation ia the past irusted him nore
than itnhe Senegalese oommerrial banks, he remarked. )

T., ihe Founder of vhe company hos neither powersul
mily connections o pe r50n61 wealth.

The mission of the compa
aceprding ic its  Fourde
grow, hg had to orgeni
i

iz
control lo bring an sddi

ny is to serve the rural secior,
r, bul since business 1is siow 1o

& second 8otivity in vrban pest
vional income.

2. Activities:

The compény Speciglizes dinp imporiing end wholeselling
gagricuitursl inputs. For the time being, it.consistis of
some Tarm implements and & few chemicals for which he hss
exclusive distribution rights, ip addition to specislized
fertilirers Tor vegetable gardening. The Beneral Manager
hopes io grow into other products and to orgenize his own
salesforce in  the future if business picks—up a& he
thinks it will with the disengagement of the government.
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in adéition, to this import &nd trading sctivity, ithe
company cperates a rmel! pest control unit in Dakar

The compary employs a total of 14 persons, 811 but the
General Maensger and his secretary, working exclusively in
the lozt aciivity,

The rcowpsny does bucsiness wiih variocus ectore in the
rural s=envor: RDAs, fpoperatives, large producers and
smalt feimers-of vegelables and fruiis., It also eaporis
lm  the Senegalese npeighpouring londiocked vcount. ) es:
Burkina Faso, Mali, Niger and even Tcohod, and to Tagz anc
Benin. 1is clients in these gcouniries are mainly the
cotton compoanies and parastatals whith whom he

developped, over the yeers, excellent business relations.

4
-k

The sglex of the company in volume {exciudino the p»
cantraol sclivity) sre represented by 70% for fertilizers
both +F2r vegetsbie gerdening in Senegsl and urea
grpori, by 20% for chemicsl products and by 10k To
fquipmoni  and machinery, Tne profii contribution 3
gdlmest eractly the reverse.

U"‘ L"‘

m»cﬁ-

3.

-

inance: .

The gompany has no  Tixed &dsseis and tries to Keep itn
inventary. to & minimumw,

it pperates on 1
the benks will no
fecility.

ts owwr, funds since, with mno guareniegs, .
+ authorize a8 Yoan, or even an overdrati

The company h&as succeeded in getiing good financial iferms
from iis foreign suppiiers. This is begsuse  they have
been successfully doing business with the pbwner in the
past, when he 5till worked 25 on employee. They uSually
ask to bhe peid at 90 days, 8nd in one instance ‘he term
goes o 20 doys. Singe the turnover of
kigh, the company solves ity cash-flow prmb]em
suppliert ‘credit but the Beneral Mandger realizes tni
is not Tinancially sound and depes not provide
thances lor growth. His hope is to get 8 big conirs
which would "prim the pump™ &nd give enpugh confidence
the bankers to get & long-term loman. The General Mansger
is in fact highly triticsl of the Senegalese banks whose
mansgement, dccording te him, mistrusts the privete
entreprensurs and will do business only with 1the
poarastoatals, the foreign cempanies ond the wvery weslthy
or politicelly importsnt nationals.

o+
-
m
o
]
3
Q.
c
n
ﬂ?rﬂs m
_ I
rrn Cholee o b
Ot -+ TN

The annual gross sales of the company are in the range of
300 to 400 willioans FCOF4, or $85%0,000 to $1,200,000.
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Mo adoitionsd informdiici was provided on the finmansial

situation af the company .

4 Interess in aegrisuliural inpui distribution:

The pbjeetive " of the Gonsrel  Manager is o develiop ine

activit i o that the ™ oowpany hecomwmes an frportaant ooe,
r 3 F

cpesiatized -in the iwpori and distribution N4

ggricul Toral inputs

-

However, co far, he is more interested in the vegetable

snd fruit farwming then in the general Tarming market. He
thinks that, in this former moarket, the privete svvior
cote warh direptly with the Tarmers. Their ircome &
higher 2and more reguler all year round, a8nd they Know the
value of Fertilizers, chemicels and equipmwent. Also they
have nct become dependanl con the RDAs 1o orgorize their

production end buy their inputs.

In the genrsral Farming warket, he has so far olways
worhed with lerge, almosl iIndustirisal farms or with the
RDASB. He is not oprepsared to work with ihe farmers
cirectly sinme that would mean, in most csses, working &
credit snd he doues not beve 1lhe financial resources, the
prganizeation and, above all, the confidence to do that.

The corpeny has a single, cnd not too happy, expericrnoe
of impori s&snd distributin:. of geperal orops fertilizer,
It impert=sd 2,000 itont of ures for &8 value of 32400
millions @od hed tThe greatest difficueliy o sedl %
Finally & parestatal pouwghl it but it almnst cost ihe
owner his rzwly-fournded company. He it  not prepsred o
renew Lie experience uwunless he gets 6 .Sure rconiract, onc
bank Ffinancing +or the whole amount, guargnieed by the,
contrect, .befpre he imporis.

The Beners! ‘Manager ihinks that not much  ©an  he
goccempliisfisd by the privete sector in the peanut besin as
long as there is no well-prganized oand efvicient rural
bkank to =zeoive the Tarmers’cash—Tlow problem. Tt is pot

the role of the imporiers and rational disdtributors, and
they could not set up the required orgenization,
provide predit to the finsl consumer, and be doubts thst
the regipnal wholesalers and the logal tirsaders woulc he
willing to do it, ewven §if they had the nececwery
resources. They probebly slready give as much crediz as
they sars prepared to risk with 3 notoriously rishy
borrower.

On the contrery, the irrigated farming region appears g
far more interesting wmarket TtTo the COmpany. The
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vegetable crowers in these regione are, accerding to the
Beneral HMenager, «¢loser in their eapproech 1o modern
agriculiural inputs {i.e. the need to invert to incrceew
their reveruve) then *the peanct and eceresl Tarmers. The
disengegemert of the ADAs  in the irrigsted regions ofent
& whole rew nppertunity for ecompenies lihe his  own 2no

his 4iret move will he in Lhis direction.

The manggerment of - The SOmMpAany thinke *het the
litkereli-ation policy of the government f% goinzg 1o he
very leng dand  paintul To implement and thet it reguires
thaet & rumber of 8ections on the part of the goverument be
taken T sucneed. The Firet a8nd wmosi imporiart is the
sstabiistwwent, In the ppﬂnu; basin, of &8 11ural credit
bank. Thep Second would be the removel, 2iKe in Ivery
Cosast, of all import duties on sgriculturs! inputs to
reduce THe price and wabe thew more affordable to the
termers. A third condition would be the orgenizetion of

some {orw of pretection for the estsblished compasnies
which @&re too often undercut by speculators titrying ic
readlize short-term .profits orn public bids. This i5
eapecielliy detriwental in the Fertilizer and chenicai
markets where tTechnicsl sssistance, &n expensive SETVEBE,
should be systematically prowided to ihe oconsumer. The
established sompanies often shy away from makiog tuch 2
long-term invesiment becouse the market is very unstyeble
Trom yesr to year. Finmglly the policy should be clearly
trenslated into sctions w«hirh is not really +ihe case at

present. The BGeneral Maneger illustretee thiec 1pct
remark by menticning thet, last vezr, his compsny
purchc5ef 25 millions’worth of pesticides for ibe Senegal
river irrigsted Forming region becsuse it was announced
that the lncsl RDA, the SAED, was withorewing and leiting
the nprivate Cectn; cupply the farmers. In ¥act, the
parastetal tept on distiributing this product and the
company 5till has the chewical in its inventory. It
fears that this will be the same thing Tor Tertilizers or
seeds in the peanut basin.

5. Cornciusivn: .

This rcase ijllustrates <the situation, constreints and
hopes of &n eptrepreneur sStruggling to establish & new
business on the strenghts opf his personsl experience of
the suppliers network end client msrkets and with wvery
Timited personal, or Fawmily, financial resources and
consequertely no help from the beanking sector.

This entresreneur 1is interested in products with & high
P 2] g

profit margin &nd in specialized, moderately affluent
ma-kets with & low level of risk {no eredit required)

. e
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where he con compete wiin bLetter ecstablished companies on
the besis of the gquelity of his  products or personed
gervir e,

I¥f Tinsnciel reSources were more reacdily aveilable tro
him, this entreprencur woula rprrobobly make the wostl of
the pew opportunities operned by the ploanned withdrawsl of
the p&arastatvels in aeiicuitursl input  disztribueiior

Howswver he seet opporierities almost corniy  in 3re
irriteied farming gians ance does not seem interesisd 1o

re
invest in the peanul basin.

Firsi of 8ll, tihough, he wants to be sure that <this
privatirvation policy is resl and that the government it
serious apout it. Sumelinmes he wonders if the government
will not try to keep &#33 the profitable ectivities of the
parastetals, and blame the privete sector for not serving
an irtclivent market.
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: A PZGIONAL WHOLFSALER o

KADBL ACK

1.
LTO

» € - . \ e

Y Gereral presentation: - ‘s

£t Hadi A, L. is onc of itweniy wholesalers., in general
merchandises loceted in Keoloach, .the sconomic cepitel of
the peonut besin, some 190 hligme?ers south-sputheast of
Dakar,

This bisinessman of approxinstely sixty rums what appesrs
n be & wvery dynewmig and successfull businsss witih twa H
his sens and  an emplioyve: - He does not speak Frepch oot

o
: ou
he son who was present €t thy iplterview does perfectly
d hes opbviously, e& & miniwum, & ¢ood Secondory
duciztion. The personnrel of his individual, Tully-owned,
=r

business is completed hy twelve drivers, warehousemen an
other unskilled worhkers.

His main offire i5 lmeeted in the same building 25 his
point of &ale and bisger warehouse in one n? Keclsok s
msjor commercial distirict. 1 Hadj A. L. bes owned the
whple building, where he lives with bhis femily and
gonducts nis business, singe 1967, These well-msiniained
end cleagn premises i wmore than 200 saguaré meters cnd
three h,vrr , tme of P toes end twe of 10 tone, sre tne

main ARsELR, we h3ve been teld, of the compsny. )
The owner founded and s1ill manages the business and,
with his sons, gives lhe impression of 8 wvery dynawic,
chrewa end swceessfull enireprermecer who now counts as oue
of the most importsnt in Kaslech., Indeed, he had been
invited to the conference on feriilizer distribution
corgenired in Dakar by the Ministry for RBurel Development
8s cne of the representatives pf Kaolack’s merchant

- commenity,

.

2. Oescripticn of the business

El Hadi A. L. runs 8 wholessle business in Food
products, mainly rice, flopur, suger, o0il and wmilk, in
construction material, meinmly cement and sheet-metsl, and
in spap. He dpes not deal in groceries, textiles,

-

guiomotive ports or oiher itraditionsl” products of the
Senegolese commerce. )

In oddition to his role &5 distributor of consumer goods,
he merkeis local ceresls, mostly millet, but considers

b e »
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this gotivity os recondory, and almost marég Lcmpared
to his nther opne. He 57T1ill pursues it on an Uppnrtunity
basis ihough, when he heées towe coash availsble and the
profits to be had in the very shorli-teom are interesting.
He “uppijes himeeld direcily Tiow ihe et ionagl
produsers ' manufacturers for most of the gonds he sells:
soé&p, (ement; ol Plowot, milk, @wr  Teod Isporiers: i
-

) A

vy
R A

¥ ¥
Dakasr Hor the rest. " He bhiptel! dorc gl fmpory
glthgag! he has on VinpcrTer~Erporier” oid e T

-

His sinrsge capscity is ettiwoted 51 280 tons,
o -

The trenspert of purchesed gowds to Kaolack is sessured by
iz owsa fleet of tiruchs. He seldom contracts The
transpor: te ocutside sperciélized companies mince he does
not trust their efficiency, ond their drivers honeciy,
gnd thinks their cost is oulrageously high, He will uvie
their service only when o delivery 28  wvery urgenig
ctherwise he has prgenized hirn trucks’ rpguler scheduiesw
to Dokar end calculsted that his cost are lower.

The clientele of the wholessle corsumer goods business 35

made of approximesiely thirty' iwportant recalers as.for
N
s

away as the Bambian border to the Scuth and Koussans:
the Easzt. These resalers viuslly have their oer
medium—5ized steore in & small fown or large village hut
do most of their business supplying, in  turn, the loca?
small couniry wvillage siorve-uwwner o5 the peddlar guling
from weebly marhet to weekiy merket To seprve evern The
most isclicted mureal populaticns of the pesnut Lasin. ’
In &1l reges, the retellers themiclives: organize | the
trenspoerts of the goods perchefed a1 EY BHaad AL. s and
heve their own storsge oJ p;LJTj, from ten to TiFty Toong,
vhich reprecsents-their weenly to fortnightly orders

The 3Iscol zersols business is somewhet differertly
grganiced Ei Hadi A.L wil! purepase the corn or milled
from lpeel wvillage merchant, or from speoisliisco
eoliectors who buy on the markets when the fermers’offers
push the price down, and resell it, a5 sopn 85 possibie,
cn the urlisn market of Kaolachk o1 in snother region where

there it an cD651Dna’ shartege. No long term (from
p
L

harvest time to the "soudure® months) storage is done by
this merchant because he is not willing to tye wup his
casb for icng period of time when the expepcted profit is

n
no more than 50 FCFA per kilo &t best, or less than 100

percent. Ha
would have earned more if used in other ventures,

thinks that in all these months his money

it
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3, Finawpiel orgarizotion:

The irfovrmetior which bas b
businoss en  Juportant

standards, for =& purel
mEnutTasturing or production
The groes 53les where gl
millicns FCOFA & morih dep

harvest time - - when the rura
income and "soudure" time w
low and the limited remdin

-
!:\,35}
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#aen  prowvided to vs wmakes this
regiornal  one by Senegaless
y commercisl  sctivity  {no
1] ——
J.

ven gt between 100 5ngf 2&0
ending  of the tise bf yeer:
} sonsumers  earn thelr anneal
hen  revenues are st an annwél
ing disposabie fermers income

is tied-up in essentisl production inputls::

Assuming & total annual s
billion FCFA is probably o
ampunts announced are likel
by the interviewees. With

cer daollar as of June 1
businegss is doing & minimum
g net profit before itaxes o
income geneiated is probabl
$£00,300 3 yrar. However t
&85 indicative

Nee figure en “the volue of
stocks were provided.

Ae in wpSY SeEnegalese comme
sales are dopne o & 0%
records sre Kept it @ minim

£l Hedj A.L. hes & bank
branch of & pational benn F
8 legel reguiremeni to gez
tronsacticons are limited,
smooth-up, on a very short-

of the busnin=ss. The ban
million FOFA wmaximun 8t the
18%. This Facility iz not

since the pwner prefers to

gre probebly more than ade
of the butinecs. No  me
equipment- for instance,” h
bank. E1 Hadj A.L. thinkse
by the bankers for their lo
the personsl properties 'of

proportion with the amounts

The business operates D
rightly terms of payments,

in cash. The turnover of
this genersties & lot of cas

gle Figure of mnmore than iwp
sonservative figure since 1he

v 1io have been underestineled
a dollar value around 340 FCTA
286, ithis regional wholezale
of $€ millions & year. W®ith

f 5 to 0% on gross sales, tThe
y in the range of $300,000 ic
hese daia shoulid be considered

the huyildings, ecquipments and

reoiel enterprices, most of the
L kaelis, and 1he accounting

L,
gccount  in the  iopsal Kaolach
or his butiness, Since thio i
the wholesaeler ‘s licence, hut
The bank d&s used wmostly 1o
term basis, the treasury needs
kK grenited an  opverdrafi of 4
~ L B .

vzuel interesi rote of 17 o
used eitvher regularly or Fuily
worh with his own funds, whidh
gquete Tor the dey-to-day need:s
divm or long-lerm 1opsn, Tor
s  ever been ‘ssked from the

that the guarantees required
ans, for example a mortgsge on
the business’'owner, are out of

considered. :

n suppliers’tredit, “or more =

and with clients peying mostly

the goods is very quick and

h.

Vape

i
A b

T

P

A



PN

PRt

H
.

A
]
H

/|

-.---4—] [

- :

et

—

4y,

"

p—————

[N,

—
H
¥

i
BEST 2 1gA HIAVA

AVAILABLE 14
' APPENDIX 1

The - suppliers, which 8re mainly - big manufezoturing
gompanies, will bill &t fifteern to thirty days far wost
agf the goode purchasec. £l 'Hadj A.L. points put that
this is a FTacility which took time to obtain, He his

proud of the excellenlt relestions he has been able 1o
huild with bhis suppliers afier yrars of meking business
with them. The terms he geis are, according to bim,
vunusual but he has been hnown never to dedeult or make 2
tate reréayment during 211 itbe yesrs when Lhe credit he
cot was  imited io ”‘ﬁ and thepn IS0%, of his purchase

He himsel+ erante terms ouf payments to the resalers he
has been working with for 2 while and are well known Io
him as seriocus mershents, UﬁUU}ly he will require fThat
5% to 70% of ihe order be peid in cash, the vowutstanding
amount being paid at the next reprder. We weres not able
to discover wether irnterest is charged for the period, sr

if this errengement ¢hould be .considered only as o
rayment Tacility.  The amcunt given on credit veries with
the s5ize of ihe order end the past recerd of the
borrower He recognizes -having, over the years,

weoded-out the bed debiors and does not complain about
defzxult any more. -There are s5till late repoyments but,
211 in 211, he truvsis his neiwprk of clients,

4, _Ipterest” in the distiribution of agriculturel inputs:

£1 Hadj A.L. Fknew very well sbout the "New Agripultursl
Poplicy™ &nd tne role businessmen in the privete segion
are supposed  to piey-. in the Future for i p.T
distribution, e PGS dally for feriilizers. - One of his zon
attended "the o

zcial meeting on that suvbject in Dakar

which had been organized @ few days before the interview:

leading i85 this zase took plate.

However he made a8 very strong point to the effect that he
was not prepared, -this  year, to purchase fertilizers and
Lry to wmdrkei them. He thinks the finoncial risk are far
too importeant. He recognizes that the margin offered on
the two .different products, 0-1%-20.and ures, is rather
sdequate since it compares to the reference produci’s,
cement, but whot good is & margin if there is no wmale?

He is convinced that, in the Kaolesk region, the farmers

-

will not purchase the fertilizers for cash. Since no

pank, rural or eommerciel, is ready, or wiltling, 10’

replace the RDA's as credit distributing entities in.the
country, @nd he himself would not even consider sSsuch &
role, and least of a3il to Cooperetives, chances are that

PN
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the fe-tiliz heve 1o stock will remeip ip his
warehpouses 1ill next cropping Segton, or even longer. He
canroct sfford the finanpial burden thie will most litely
represent and heg beiter opporiunities for investment.
He thinks the farmers wiil »nol buy oensh Lecevse [1‘ they
are not sure fertilizer i & good eronomic PTC”“Sl bipn in
their zone, {23they have Leen very sffecied finencislly by
the paszt hoc crox tvers  and dno not have much moaney
available,{2}ihey will wvge whet Ilittle cash fo left efter
their novsrhold  expente:s  g:d repayment of  dsbis feor
arnvials, like seeds, cr wore pecure invesitments, :ike
cattle and (4)they sre convinned the governmernt will come
o their belp a8t the 1zttt winute if it realizes thor no
fertilirer is purchased.
The werchanis like himself will nertainly not give oyredit
to farmers becavese predit is besed pn trust vis-e-vis one
irndivicaal and (1}the rurel population has Tor a long
vime heen & notoriouvsly bad debt repsyment populaticn,
encouregad by The goverpment 1vself which grented, Tor
poplitical reesons, 1oo many moratoriums, end ’“Jth=r= is
ng way the regional, or even locsl, merchants can have
ocoess Yo T

he funds needed bt more  importantly, set up
o nvion prganizetion and systemw reauired to

sperted popalidgtion.

The only systiem which would be &ooceptable to this

merchant is the "epash or return” sy&tem, He would, under

this arrsngement, be prepored 1o sitore & limited tonmnage

of  SENCHIN fertilizer and iry it through his

tD Ptl"v:r -

network of distributors. It is likelsy thet Lhﬂy ip

turn, will demsnc +the ssme condition T+ a larpe

nventory of unsopld fertilizer remained av the end of The
k]

[
=1
o
[a (]
0
-~

LY

3 b

4 13 ok

seasan, SINCHIN woulc take The guaniities sold

would be reid To SENCHIM on & wrekly or Jortnighily
ed For new and probably larger

the encd of the szason of usage 0F Lhe

produscT.

This year’s resclts wpuld bhe ocoansidered ar a8 marker t25t

sand determine the pri\ﬁta sector merchants’attiiude
ard "pritiliz i ibution for ! ture. 3

towards Fertilizer disiribuvtion o the future El Hadj

A.L. 'son recognizes th;\., the merchonts are not taking any
risk in this wventure but remarks thet the -new policy qf
input distribution was implemented withoui consuliation
with the mpbst importent party i.e. the privete sector
businessmen,

As 1o seed multipliceticn &nd distribution they have not
yet besn informed ofFf the privatization scheme. There
gppareniely has beenp no change in  the rople of +the

-yt

[ P N ]
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specielized governmenl eégencizs, like ITERA, arc the BDAs
Around Kaolack, the SONACOS, sells the seeds in  the
seccas [village wearehouses) ond 1o heir krnowledge o

o
L=

businesim&n has been contasted to be offered 3 r1nle
i

either in sead wultiplication or distribution

However, the market Tor seecd: looks more prmwi&jng to the
company’s managers, since cteeds are a highbe privriiy
Then feriilizer to Farmer:s. This it tsumu5° Tirst, the
Termers  wust. have seeds o plant, and scoomd,  seeds

reguirt é mgller caith outlay

5. ‘Couclusion:

This case illustroates the strendﬁ§s nd weaknesses of- 4
very iwmportant cetegory of commercisal  husirnessmen in

Senegal: the loarge regional wholesaler.

The sgles gnd profits are very imporisnt, iruly enormous
by Senegslese standards, éend &til)l the bhusiness is
pperated on 8 cacsh  basis, with wvery 1lititle formal

organizaiion and slmsget no manegement  Sysitems by  the
owner and close members of his +vamily. . ’

These merchants are supplying- the essential link beiween
the nationsl producers aod importers, mostly besed in

Deakar end with generally no distribution erganization in
the regipns, and the hundreds of 1ocal traders which
gilow the goods to penetrate towsrds a widely dispersed

and relatively unmoving rural population.
They ﬁPP Jhrr U ard dynamic entrepreneurs, to & point.
4]

It is Triking To realize, Tor instence, how
vc?ticai integration there is ir  the Sene
commerciel  seotor. Three regional merchanis,
without the banks would prubaebly heve the Fingpoisl
resources  and business hnowledge To reegte o chain wof

stores, for 1instance, or organice the sale af thesr
praoducts fto the weekly morkets but they seem 1o want 1o
5i8y &1 their pregsent lewel. ’

Sinpe no dota is svsilable on the profits generated by
these types of business, and sinee the commercisal boohs
35 wel] s the real assets pf the busineses owners drsz 3

VETY £1 mhcly guarded secret, it  is impossible to Kpow 27
eonspiclous ceonsSumption, cherities, real - estate, shores
in opther business, investment abrosd,” or any other

channels &re used to spend the income generated by the
wholessle business. ’
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In any c¢=%e the cate
case  has  the financ
influence, to play,
cgricuiturel input
limited &rnd they ope
probably be shosen as
and orgznirstion of th
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ery of merghants iilcetiated dip this
8} resources, onc  the power  and
f it i5 willing, & crucial role in
stribeTion Sinpe lheir number. s
Te over large regions, tney shoold

the hkey torget for  the wmarthetving
e privatizsiion drive. 2
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A RESTONAL WHIOLEGALFR

MEBACOUNDA

wr N Is  ome of the twe Tanbecouncde-based wholezaless |
retailers

A Tormer ewployee, on his own since Five yesrs, 1His
busireiman, ahbout TFifty years  nld , I8 ctpecisglized in
Tond PTC-UL;S (rive, 0il, suvger, millet, Tlouv:, stc...},
censtrueTion waterials  {corrugated iran, cement} and
miscelilanepus products treding

The wholesale trade represents 70 %, while the rceisll
trade. R0 % o his business. ’

“pe business is run in a8 warehouse opposite to  the
marhet, on Tambscounde m®main frading ttreet ; byt Mr, N,
izt other warehouses on various places in The city.

The businegss is of & Tomily Iype, headed Ly Mr. N., with
the help of his iwo shildren and & cousin o it
pErm3Inent ly enploys fouyr lsbourers,

The 5upp3y e dpne From Joeal indusiries énd imporntern.

Hhoogh ¥r. N, possestesn on impoi-expory license, he it
woT doing  thiz kind pf pbutd 5, and irsnspartstion o
Tambozoienda is secured by priveve cerriers.

3. Finsan.

~
i)

The purshane  From loces! suppliers is  done with o “wwﬁ
payment of B0 fc 90% of - the toisl amount ; the remoiring
is Qdue n ter than 20 days

“a
Tomt
[}

ihe company has & bank account ot USE, whish van give it
credit when purchesing merchandise.

-

Biven +the size of. his company, Mr. N. does not have
difficulties acressing credit ; the announced turpover
variesk sotording 1o periads, Trom 12 to 20 million per’
menth, wiith an  aversge of 15 million. Mr. N. wheo gotr 2
bank loss to open his  husiness, did nov want to indicate

in
the smount of that loen. (the wmonthly turnover indicated
is probobly underestimsted, given & rice quota of 450

- . .

s
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£ APPEND IX 1

The reiients of this OJuwpeny are retigilers based in
Tambacceids and  the &arypanding arsas 3 this networs of
reteilers  won reach pLAGED &5 o a5 Fidira and
Fongoslinlb i, 8t the bordrere orf ¥eli and Guinee
reepentively.,  These riisrisn that buy periodicslly (They
come on the averagr Traw vvery Twh wewehs 1o ans monibl,
genereally pay cash ; bul Somee ke thty do have acref: o
infofnal Eredit from Mr. . in The foiw of mercnsndice,
g fois v;!‘ii‘.‘?‘ﬁ.
4. Jrnverest in the distribution of agriculiursl inputs:

Ashed abcut the Nouvelle Politique Agricoie, Mr. N. seid
he w&t Jware of new weasvres, and thinks, &5 =&
businescman, he will be interesved .in anything that will
let  him make wmoney ; but he pelieves that, for the
specific case of Fertilizers a7 0006 F.CFA marzin
representing sbout 12 & of whe s3le price tTo a3

o
very trin ; in his opinion, this margin shoul
2 % 7 the sale price, 5o &85 to areste an inc
buginessmen thet would g¢po info this kind of trade whish
= not without -‘5h5, given that &all the s7
ompéiries previously in thig ficl t.

o d wenrnt héenkrup
Speaking &houit the farmers’ rzputalion as  bad  deht
payers, HMr. N. s8ic If he were To  be involved dn
fertilizer tréding, he would sdopt the seme sycier &t
now, i.€. he would reauire  Thal Fermers nay  cash since
the wmejoritly sre gatile ownsrs, and trerafore will be
&ble to sell sowe arimal:s Jin arder 1o wmeet 2lizsrs
enpeENsES -
5. Conclusign ' .o .
This Lase atudy illurnirates  the position of an
successtull  wholesaier in g region were Fertiiizer ir
probebly =asier te sell to farmers/herdsmen than in dry=1
Grecs. Always looking For new husipess oppostunitics,
this werchant is potentially interestsd in  the profits
offerec by the ssle of this new product but is somewhat
relvctent to meke o move until ihe demand is clesr.
Although he wpuld probgbly have the <financial resources
to purcha%= and store fertilizer, and iry to push 1t to
cuttomers, he prefers to wait for them to come to him eng
then, he will provide the required service or procduct.
In ther wegntime, he will use his financial resburces end
his efforts o market Froven goods.

P
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He thinks *thst it ie betier +to make & swmall but sure
profit than to try lo make & big one if the 2doocjioted
risks ere slso very high. Apperently, this reeszoning has
broughi LiIm gooad resulis &5 fer. ~

BEST
AVAILABLE
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. Genarsl presentation:

o

¥r.Anadou 8.0, is & merct
villoge fome tTwenty h'lL
ambian border. .
This sgricultural region which Ssupporis & sather

T in NTOUOPARND, & wediuwm &iccd
metera souih of KADLACK, near w

lgree
pupulation has been severely offected by the drought of

the 108t yesrs and, ever 34 lest yes:'s crops were good,
the fermers’revenue is ]ow.
The regicr produces mainly peanut ond millet

¥r. Amedee S§.0.  has been & werchant ip thie  lozazicn

sinpe 18393, He dis sow In his  seventles Dput slill
wnrking. The busiress represents his mwein source o

Ingome nfthaugh be, like eveprybedy alse in the villsge,

farms piELe of land.

He hat not received any schooling ond does not undersvand

Frencgh

His store -is loceted on the merket place and he Ylwesn :o

& rather large house redsrby; both, 8% well at 2 wdrehnub:

ore wholly-owned. He alsa owng four truchks  in wvariool

conditiong, but &1l are gopersiirg.

¢ Activities:

¥r. Amadou 5.D. operates & reteil store is the willage
j S

and he supplies smaller retlegilers opersting In  ihe
village nesarby and from merkel te warkst., The ioviid

sales are divided roughly 20% fer the retnll business duc
80% for the resale. '

The products spld aere  the wrecitions. poods wof  The
Senegzlese commerce: mainly food products in bulk, 1ice,
wilk, suger, oil,cement and sheev-metisl, Tebric anc
clothing, soep and mMminsvlisneous generel householid

merchandize,

In additipn to his disiribution act ;vitj, ¥r. Awmadou .0,
buys and marketls some local cereals. He does it on an
opportunity basis when he has o demsnd for it ond ususiiy
he does not store very long, aweek or two is  the usuzl
period. This activity is mﬂralnml compared toc the other
The bueiness it individeally owned and Mr. Amadou 5.0

3
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pperstes with two of hizs ehildren on & reguier hosis
plus, if needed, some sdditional family bhelp. He dnes
not hii§ﬁ$ny putside smployeé, .

o~
He §F$ﬁlﬁ§§”\-im591{ rectily from the producer fTor cil,
£ B mEy frC LOap 8n um regional wholesalers  for the
res5t of kis merchendites, He wrgardizesz the fronspert of
hie prcds gither throug!h tisnsport companies, or with kis
OWR TTULE S tT
¥Wr. Amadou complains vha7 e fppest of the bod eopine s
situsiion hat  been znuwzirec, for the  wervheanto, by “Ws
smuggling of goods “rom Gembis which are soid &L pri.
so 'nw they are dmpassitle to metoh by the Jicenced
tusinessamen.
3 Firnasnce
The informaiion providsd Tor the grege sales is of three
to eight xwilldions FOFA & month. "It fluctueies during the
se&T gcinpce the rural populsation which represents Big
market  earnd 3ts aanual  income 8t harvest tinme. The
maonthe of Decewmber to Tebruary erc wsually good ores for
mervhents, while the lowest zales are just before the
millel harvest in Septewber. -
¥ we sversge the wmonviiy sale 1o & millions FOFA &
ronth, +he totsl osrnusl gross ssicse oFf  tlie  loneld
merghari 4t in  the order of &0 willions FOFA, w:
apprux:mntnf 160,093, Aessuming & net profit mesgire
before taxes 7 ﬁ% te 1%, such & Jogal tredesmern
probebly earns arovnc  E2,00C to $12,0080 a  yesr frow his
commereisl attiwity.,  An fogiid : i
The Tarming af his a-d, .
iris mabtes thiz Jewsl merchant o relatively well-off
ingividust by 8rnegalene LTandords
WMy, Amacdou 5.0 works with & bhankh, Lhe BIAD, in Kaclach.He
OopENEC ar anenunt To geT his wholessgler's licence and has
an Dveraratt of & mililione  an which ke pays 17% infersct
5 year, The irterest 106 appears reasonabkle Lo KFr.
Amadou E.0" whc Knowt aboul fhe inTerects charged throagh
the intorsel wredit  wmechanism: bt he thinks  that 1he
guerantees required by the bank arec loco high For & well
extablished mercnant lite him. The bankh esked him fTor 2
mortgage on his perconal properties and that makes him
atraid 1ioc iose 8 qpumber of years’worth of effaoart if
something happens to him o2 his business. He cannot but
default anse '

Mr.Amedoe ©.D. usually buys his products on  credi
leest for o percentage o+ his order. The credit wit

anufecivrers and producers is higher than w
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oclesaliers in Dokar zr Keolack., He alse gels a Letter
disncun% Trom them, The normsl terms &re 30 days “ayéenf
with & percentage of 1lhe order pelid’ ir sazh. The
percentage varies eccording to wether The credit iz “ree
of interest or not.
He, in turp grants cveeelly 30 days Ternt of
the resslers he bas been working with Jor e
ingiets thet, "in every caze, song of the crder Le g in
casn., Alsno, when the client reorders, fhe nos to ;53 in
full "the previous order to get arsthes rredit. We Live
not been” able to know if interest is Lherged. ’ .
Accoraing to  him, ke doez . wot give ary crediv Cio
individuel clients &t the =retail siore excepit to olvil
& firxed ond regular dncome, 9 who

scervaents  who have i
Droyue various fervice

4., Interest in the diestributior of agriculturel anu :

Prisr to our intervisw, Mr., Argdoue 8.0, reuei«ed ~hg
visit of one of SENDHTM': salesmen. Senchin in +ils
yEAD & importer and manufoeturer of tuoSidired
fervilirer During this wvisit, he verbally agreed -to buy
W vens of fFesvilizer vo  fryte sell it around N7 Dptfane.-
This vownitiment had aet yvet been tromzformed into s flirm
grder, &lthough the seaspr  For ferlilizer vhe was Glmont
at hgnd. .Futherwore, Fr., Aradou 5.0, recognirsd that ns
hid no ides of The oost thit order would represent, of
the profit i1 cowldd bring, of the powrchassing  terms Zud
ponditians or o whon he would sel3 2t However, i
tons did nopt  seem to repreaent voo hig & Fimsngisl sl
end  he was  prepared te esrume it and  see. whalt  wnuid
hapnen. In the worst nf cases, he would vie bpiwewn oor
and twn tons for the fields of his own femily, 2nd (cuid
probeidly find tem other ownesrs with i1he pesh  to buy bis
stoct. I+ the resalers, and the Tarmere arcund N'Doiang
did bey, he would then order more from Senchim,

He is somewhot Cdoubiful though, of 1he prossibilitlies i

sell fertilizer in lerge quasntities in the 1egion where

he wopersies for the Tlewing reasons:i{1) most  of ihe
ers d £

not convitced
chemical fertilizer is
‘ough increase in prﬂdJc“on
many yesr: with not encugh
ready to Spend what T'itl_

ng hlngl1, ar

of

v

i

T

v he Knows, incl

that the purchase
e

]

-

o

automstically recover
because there has bers
rain and, {?)} they ¢

. ‘Q.UCDU
"
kot ot b

l!

m

o
LI o Y

[ |

cash thay heve left in July or August ic buy 8 product
they dorn’t reslly believ in. They would rather buy
domesdir animsis | which constitutes agood invesitment and
can &ito produce fertilizer ir the form of manure. ’
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through
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his npre
positicn
willeape

probably
what he

probably
npportun
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foresees tha

£r will be
nt, through
when it real

cefinitely
of products

oA '”") :}‘

at, this vyesar, very 1little chemisal
vwmed in his  region, or thel  the
the SBONAZOS will) disitribuetie 31 1o
izeo thei no sales ers made,

wait o gee IF he adds fertilizer to

S.D. is &n ol2¢ &nd relstively wesithylocol
in @& rural areid who has Slowly builit, opver 3
of years, & gomd little bu51neu¢. He is vwvery
not Lo rish hiz  own funds, or his properties
the guarapiees he woild have tc give to geT o
r, in & pew vertusre. He seermed happy enpupgh wilh
Eent sctivity ard income lievel, and with the
he made for nimseld and his Fewmily in ibe
find Teginn, That, in addition 1o his ege,
A -
3 %

gxplaeins wh

thinks is, 3
weit To se

ity, and if
fore he, com
{10 1ions

n
hy hs higs no pian
=

t bheet, & risky propositien. He will
g iFf oihers wmehe & profit on The new

this opportuniiy still  exists red
mits wmore tharm &5 very limited amount
«ill topsy  him thres lays’wortl ¥

APPENDIX 5{jf]l‘=i“'-'
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STUDRY
A LOCAL m_RCHANT

KOUBSANAR

1. Beneral presentatior:

M1.N.B.is  one of  ihree loosl ot
widivm-nicved .villsge wof Hoessanar,
zant of The wiiies wf  Téanmbacoonds, «©
¢t "Senege) Oriental™ [Eastern Senegn
The villege souncts &p; rosimately 500
lopoted in 8 vether beavily forestied
ELandsrds. The average J0ins 8re goo
regular snd  important then further w

This &liows foar

ard cotton and for the reising of ls&

Sows, Sneep and goats. The owvera
hectare ig also higher than In

"Sipe-Ualoum™ and the country less

Kot Farmers are a8lsc hercsmen  an
their yep3rly crop income. :
Kr.N.B., whpse age is 3in the fiftie
echonl and does not vunderstend Fren
farmer and herdsmen fpr Lixteen year
of his Jarm ollowed nim To ocpen o
store in  Kpussansr, not fer from hi
50le opwnper of the ingiviowsl bus
operating now Ffor the pezt fifieen
years, 1111 1981 WERE  £LLO YeAars
sxpepded, allowing hir Yo purchase t
nis Foamily, store. eand inveniory as w
where he Intended to open erpiber she
Eusinest nas not been very egopn and
to Le riused The Tirst one is opera
two meanbervs pf his family. There is

2. Aptivitiies:
Mr.N.B. ‘s business it
gotivity existing in the
of Senegsl, The store iz Tamily-ope
the same bullding 55 the faemily
variety of goods from Jfood productis
and toiietries. The food rodupts 1
0il, sugsr and tes, and the so&p
percent of the totel ssles, follow
which account for iwenTy percent &

typical of the
smell citie

good. crops T peanuts,

JPjg

4. F};.L”qvq

APPEINDIX 1

Ly -
vitherrers oi  the
cibern t 7?0 Khiinmelers
- cd =M k4 - -
apitel of the regior
1 3

o’

0 inbasbitents and i
recion by Feunegsl
d, and both far more
¢t  arpund Keolaok.
millet. end corn,
rge lerds of pellie
e productiviiy pen
he province  of
heavily populéied,
d catvtle suppleumsn’

.

&, has net hee} &t
ch. He had been o
5 Lefore the cepital

genergy merchandise
& aand Hz ig the
iness e  haz  hLeer

veers. The firs:

and nis business
he building housing
gll @ @& Secnnd one
. However, lalely,
The second store hod
ted by the owner onc

ne erployee.,

type of commerci
s &nd lerge villag
ratec 2nd located
house end offers o

él
5
in

to hardware, Textile
n bulk, mainly niue,
, represent sSewve; ty
ed by the TFabric

nd the rest,-canneﬂ

ve
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¢onds, pois and pans, taols, stationery, elc...sascenting
for remaining sales. Auwever the first cetegery of
producte hgve 8 very sméll profit margin 8t the iocal

storekeeper‘s level and the manvfectured goods assowount,
according to Mr. N.B. who does not hesp records by
ceategory of products, Fer Tifiy to sixiy percent pf the
roiel profits,

MriN.B.hes a storege rdpacity ol gpprosisate’y fouy joes
D? merchandises, in agdition of the goods piled up oo his

tocre which locked sretty crowdec fhe TCTE! Surfoote of
the s7ore 15 estimated av 150 faudre meters

He supplies himseld from regiw-zl wholesalers in Kaolsech.
Hia main suppliers ore . & Sencgalesz merchent who is 8
personal {friend and helped hinm start his business Tor tvhe
focd products and  the ssap, and & Lebanese merchant for

ihe toextiles.

He doot not hove 8 pink-up wr e trust  and vontrae
aof the purchened gonds, renerally once

wrEnsLOf 1
tiy, to o tronsporter,

$0T5ﬂ*uh

His clients are The loval populstion sround KoussSanar end
some Swpaller village SLD“Eht?}EPS nearby ang itinerdnt
marohants going Trom mark o mEarket. Huwever thespe
iret twoc sources of sele, mhﬁrr et one Time sdeccounisd for
more  than Fifty percent of his busﬁreas, tend to
disgppesr either because the reral popoelation "as Jess
and iess money or because these reteilers supply
thems:zlves elsewhere, Mr., H.B. does noil kosow.

A ver importent footor o erpadin the drop dn L&kt b,
arcording to Mr. N.EV, Ts lhe huge dampopt m? Smugg?ihL
whigh 1is done From 1he  GBarbis. The pric nf  the
conirabsnd goods, even afte:rr 1the tranép:rt 5:d pilimy
costs, is often helf of the price  the loeasl legs!l
merchents can offer.

3. insncial organization:
The average sales were given at 30,800 FOFA per .gay, down
from 50,000 FOFA in 1980-1981. This amounts, four this
type ©wt business which is opereted a&ll yesr round, to
approximately 11 millions FCFA & yesr, or $32,000.
Assuming @n a8verage profii mergin of between 5 and 10
percenrt, the revenue generated 15 ohviously very low, in
A TDO 1,100,000 FCFA, or 31500 to
$30008 & yesr. This- compare with +ihe sversge yearly
revenve of & Senegaleze Tarmer of approximstely 200,000
FCFA, or § 600 a yesr.
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4. Interest in the distribution of agricultural inputs:

¥r.N.B.kes  heard of  the hew tegricuolitural Poliey" bui
does not  raslize very well st it means far him. The
¢ﬂp]Jth ans for his husiness are not clear.’ As 8 long
time successfull Farwe;, he knows of +fhe economic wvaluf
of the fertilizers and is conviced thet, in the Kousssnar
region, most fermers core aleo aware of it. They are
likely to be willing to buy it Tor cash, if they have no
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'AVAfhﬂBLE A LDCAL WHOLESALER/RETAILLA _

RHOHNGE U .
1.8eneror presentation and ariivities:
feteblished in Koungh:el Four the past &3 yeers, ¥, Liibi
L. is dpwvelwved in The whoiesale and -reiail irade of @
variaty oFf progducts Tour produsts Tricve, millet, sugar,
cil, bircuits, fiour, tomatepeste, cfc...}, ocpndlnor
goods, hardware prodecte, febric and clothing.
His buesiness, of respentable size, Is rurn by Rimpgel?,
elong witinn his ithree brothers ond four wifes, eoch of
whom, at Fr. D. puts 3t, is capoabls of Iunnnng B separiie
business This personnegl is cowpleted by & driver, &

wotchman and a

The company’'s Tlert comprils
6 Sgrvice LBy,

The compeny &lso sells ftwo  1types af ceresls : riee {with

g €0 {feoms guotes each month) end willet bought Frew
producers through mriddiemesn, and zold 8 soon 65 8 clieri
shows up. With the sereal cshoriages of-iwo  years 2glh,
the company wes eble 1o commercislize as  wmuch gs 20 -
metlric fons of aillet geery wonth ; bul given this yesr’s
gond horvest, willel freding has lost much of  iis
interesi, accordiog o Mr. D, .
Mr.D.buye at Jooel industriecr, and al sowe Kaclsch bésed
wholetslert He gen?éﬂl}y paye cash and Bhet his producis
sent te Kourgheul by private cerriens

The msin viients of the company are retsilers estosbiishec

in rural sress Thry number abouvt ten and each buys on the
gverage up to 300 GO0 FCOrA worith of goods every two weehs
They can heve credit for 25 % of the purehaesed amount,
reimburssble the pext time ithey come for supplies

3. Finanoe: :
The masimumw turnover 1is around 2 - 2.5 wmiliion FOFA per
doy in "peak periods” {cerretponding -to sfter harvest
periond} ; in "low periods", it is about 41 willion.

S company
Mr. [0

-
u

n on hi= own

hes

~aae

PRI VY

c oy e =

-

.r



N

[,

~

~

BEST ' .
AVAILABLE

0

risks. He has & benk  sccount just becsuse hies sUppliiers
and the law requlre to haove one, and ha thinkgiﬁﬁeﬂbﬁnk
vherges erv  too high. According to Pim, he ¢&t & loan
propesel  Trom the bRonk, byt the oonditions were wvery
severe, pius  ihe bank  administraticus ére afuen,
according  ito his pw:.  experience, wvery coroupi. They
wauld &5k For moerey 12 process the loan spplication aand
tHif drcredate the renl interest roie charged on {he nrne

ohtieined

The fandly business enicyed deady  growmil owrTid
1985 -9880, tThen Peabtnd For This
=trgnavion it Th Luith 08 sughr,
Flouwr, Tomaio pes mhia Fop exomple
sugar it gInerall he Lilaovk nasiet,
by itie rate gan kg, opomperec 1o
the officisl pric

4.interest In the sBgric

Speadking shout  NPA, M wAy
tThe a2zt peanui comme To
him , unakilled outsid to
wmske money ; they gof k istributed
bribes 811 over, and finall . He he ren
*nid thav only one businssoman mads money during the asi
csmpaigh a7 peenut coawmercsalization., That ie why Mr. O,
predohes coution ad pelitience, Hhe profere 1o see &
clen> situation befove poering hit Loney inva that Find
of buciness

About fertilizers ond seeds, 1he interviewees (Mr.- D:
and his  brother) bLelicved it wven be o profitablr
pusiness, and said they will bDe Interested in vreeting &
fertilizer section with iheir existing personnel, but
there in one condition they wani tne monopoly of
Tertlilirer Tracing in Koungheul! &nd the surrcunding
ereas. Ancording to Thew, they would invest thei: ower
Tunds, therefore will not @llow, once thelis businpepwn w311
e hpoming, to ke unizizly challenged by nther troders
whe, &7 the heginning dld oty want te tahe any rich,

kept & "walt ond see" attitude.

Mr.D +thinks dealing with fertilizer can be profitenle
once the farmers are uied to save for $ts purchase frowm
last year’s income Since most of them Know of its wvilu2
to ingreace their crops snd thus their revenue. Howewver,
for the time being, they sBre toc used to get 37 free, or
at oredit they never relimbhurse, 1o perchaesne i1 1y
themselves. Also they think that the Sovernment wil’,
once more, provide it to them seo they do not initeng o
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spend what little o2sh  they have on fertilizers and,
conseguentely, Mr. © will not offer it for ssle.

5. Corriuziun

This pese presenis a0 wmerthany whohe buniness is proboply
giresdy gowd _and proeiitsble  encugh For him and  is nant
driver by additionel growih i7 0 i1 mean:n iaking risks, or
Futting & Jot of wmorhelding el Torits 1o sshieve iV His
npeiticn is 1e rezp the hepsf s from o new opporfuniiy
17 8ll chenres are pruaranieec., Havisg achieved whei he
corsicer to be o good suocess and position in 1ide, he
does mnct  appeer to be ready to  presh much  Turther, and
w231 #rohsbly keep on wansging o wery well bnown butiness
ina Tvraditional way whiceph lesves hHime Jot of Ieisure
time, do anl &itrant sttention or envy ip his cowmuni'y,
ang dic pot endanger in the slightest the geins already wade.
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KADLADK .
. Bousragl arohentdtich:s
e ifr  tha peoond Yorgost ity of Senegal,  and The
o ot Tee reglen wiih nighest reresl Soernlvies
{ , Ervghum, milzcl. -
Among the whplecaler:s estenlished in Heoleck  (arpund 20
ppereting cn 8 regionel scale), Mr, X it & medivm-tized
gperaior estoblished since 1520,
He ic The tole owner of his butiness, legally contideres
2 &n "Indiuvidual anar=;riae"
He has & itraditione! esduoationsl] bochground, and specke
only wolef, although sopresily he cen clso read French,
2. Aotlelties and oprganization:
Mr.X is fpeecialized in ceresls marheting rice, millet,
=
sorghum, naize) and does noi geal with ony other produpt.
Hit wain aclivity Is rige, which he bLoeys in Kapisck fron
the loc@l & "Osisse de Peragustior” branch  {& siste-pwned
corporétisn with woncpoly on rise imporiz). Hie buylng
qupie is 50 twuns per wonth., He #lio d&c]: with millet
and some maize, with avernge pL rohasnes rT ournc 20 Tons per
montlh irn 1985 /19BE, snd substanticliy lees  in previoes
vedrs, &t marheicble aurpau595 in the veglion wrre very
Jow because of the drooeghi.
Both s&otivities, for dimporterd rice ong locel ceregis,
seem 1o reach & baleance which depends an ctlimstic
productinn is jow {os in 1584;

conditions @ owhen cerend
ne selis e rice, eerpecielly inr
ES . L) 4 - k1

then to buy rice frow other wholesas
their gquot When cereal prcduat:
QR5/"28E, he sells less

active o mill

e}

He seems i
more pro¥itat

less

t rigce mork

ins oBre Ti»
finsncin nihly on a
51 turncver

His aspmus i
for rice angd

of which

Mr.X hss o store located on the méin

urél argss, o 6k
ers who do not reach
o is high, Bs  in
rice, but is more

eting is easier and
ed, and it Tequires
30 days term).
of 200 million
erpdi

)

al

ompnereial street of

%)

- cen
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fkna!a:k neay the merket place. It consicts of & bare
TRmn’ Uu?d 23 Storage rsos and office The bGtiprage
chac_‘g iz 180 tone 39 iezgs. . .Jhe roowm is  sparmely
equipped with a8 seals, = desh &nd wheirs: For vitliioprs,
Wr.X hee no  truch arnd bas to contrdcy irérsport wit
truch oDwners. )

Br.d vorks with Lis b:q:h.; CARATS N SO BT R SR He ot onom
permene ni vmploye ., tu® hires tEeily Wil iy s Tar

hasdling.

Hiz zupply nelwork for locel ceresls 18 made of jlinerant
&msl})l tr3devs who 3ervice Une various weekly merhefs of
the region, and Joval shopkeepers ip villiéges. Permansad
dinkes of  mutual "*nf¢dcnts gllowing.the wuie of credo,
bave besn establishes DELwr“n Yr. X and nis suppliers,
whom b2 sgells  “hommes de pontiance" Most . of the tiwe,
hie suppiiers ast 85 sgenis ?hey “are paid -at ’le?
partly- in  advance They tLuy frowm JTdarmers at o price
aggreed upon with the wholesaier, and are renvnerated by &
Tixed comniscsion.

Lueral wereals  purchese activities sre more important
after hervest when prices sre  low=st They ceontinue,
chowever, 1111 ihe “hunger cegson” if greimn is still
available. Mr. X prefers te Tollow the demand ruihEr
than to buy larger quartaiies cfier harvesi and store For
a lang period. ’

Mr.Y s&lls hic rige lowaily, io relailers eztablished on
Kantach martbet places, or io Shoukeepers in smailer towns
ard village: of the Tegion MIliet is &1sc sold through
the same releéilers network in Haplack, when prices arg
“avourgble=. The mejor party of it, howaver, Is sScld ifo
‘wholesalers in  thé grain deficit sress in the north .of
the country, or to Daker, depending or where prices are

higher.

.Finance:

Mr. X lLas & bank aApcount  and overdrest Topilitfies, the
ceiling pf which does not weew io be determined &nd hes
o ke negooieted ericdicelly. He bitterly ocomplains
thst bank zredit is arbitrvery &rd depends on whether or
rot you heve “"Friends” with the tenk.

Mr.X identifies the shortege of
canstraint; which hampers markell
indeed, his rpredit requirDantd ore W
cereals, since he has to pr ne

cash as  his malo:
1 cereal:.
r for loczl
ies and his

n

|.a.
GJ
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distribuiions and the inveriory turnover is  much lowsr

than or rvire. IT¥ eredit was wmore easily avsiieble, &nd
gt a Irwsr cost, he indicstes  thet he would be able to
purchass and merket higher gquantities,

TF Mr., X had lower Fiponeial constiraints, bz wnhuld ~lso
1ike 3o geat invelved in crwent oand egpla nuts marketicg.

The profis gave-8ied by Nv X'5 viiness 1on be estinetod
avound "0 aiiiion FOFA & yesr, end is  prebably oot
cuifivier T to-be seinvestiod &8 working coritel.

L. Conclusion

This pare study illusiveies the typiral attitude of 2
medivm~5_zed cpereals wholenaler. Becsucse of the hagh
opportunity ccet of- his capitel, Mr., X prefers to Iisit
his deslings with lptel oereals and concentrate on gitis:
produpss which have @ Tasnter tTurnpver. His

repecity is liwited by hankh requirements. If & 2
rredit Toriiities were mode  zvailsgble fTo him, he might
went  to use  them for develaping an goetivity of
digtribution of imported Tuod 1aither than cereal:
ngrketing, unlesd &snme merhonitm Iinks the granting ¢f
ihis adcitinual predit to his ceredl antivity.

T , s )
N B - X
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) . AVAILABLE CASE sTUDY
‘ A DEREAL NATIONAL INPUrTEP. WHOLEGALER -
- JLKAR
, .
i .
L.
! b ) . - F o
; 1. Beneral wpresenfotion: .
S - .
Mr.'D IS EamDng the wmoEt IMOGriant  Amppuriers 5.3
. distvributors of foaod ond winer vonsumer gowds in Senegd..
! 1is office i5s dowrtowrn Dekar, an éares where most of Lhe
{
) impoprl &nd wholesgle aetivity is concentrasver,
'S
}- He is ths sele owiner of his buginess [oen  “individusal
- enterprise”) which he stertved itwenty years egi. :
f o - 1 = e 2 -
. £. Aotiviiies ond wrgenizevian: - .
( Mr.D habk tep major lines of aotivity :
' =import of Toodstuff and distribution of rice, uoiil,
. sugar, whest, flour, pement, soap, nil ncakes, sio.,
[
L -~ trans pos ‘t, with & Tlzet of 20 trusks.
{ Marketirg of lopal agriruliuvrel products (mostly willet)
13 ies a subeidisvry artivity.
_ His annual ftuenover iz announcea &1 4 hillion FOFA, empne
'i which rice accvournis for 25 %, with & buyging guote of SO0
. tons per monih, .
.. In 19B5/1986, Mr. D, handled 400 tons of millet {&and somz
¢ maize)}, which he gonsiders to be 8 small quantity thas
- could be DUWSidETably ipnreased if Tineneicl consfraints
were alleviai=d.
{
i ¥r.[ hes 20 emplayees aming which 20 are truchk driverr,
and an sdministration/sccouniing 1Y, He alzo hirc:
; gzily warkers for leading/unloscing worh.
i
- His h=zoad office 4in Dekar includes 2 csloroge room  gnd
(=]
. administrziive offipes. He olso owns twD warehouses in
i +he suvburbe of Dskar end two reteil outlleis in  Daker
- proper.
- His distritution 'neftwork is’ notionwide and consists of

regional and losal
numbe‘ of cases,

wholesalers whese establishment, in &

he Financed himself,

[ER—
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3, Finange:

Gelirg en Sndividuel enierprise, Mr. D's does not publish
finencial  sitstements And no dets ere svaiieble on the
profiv generated by thie business

Mr.D hag Secoounts wiilo the wmaioy harks in Daksr, aud ran
segerniate  overdratt dprliiiies witlh thies Thesne pre
vauvelly btacted hy worTgesess  On perbooal propirtics,  MYiE
pLrrenT  liobkliiliies viIth o the  pPEUEE ne f T ssaeed 107
miZlian TLOFA howeve © Mot of bis ectivitlern
+inanced onp Ris. own funds  and by suppliercocredit,
glihiougn e probably woold not  have too weny probless in
inoreesing  hHis pverdraft eceiling. The Iinvetiment o
trurks ig mestly Finsnwed through the Senegsliese leasing
corporalinn

|.

4. Frvwnivemernt in peresls msrhetireg and sonotrainis

Rr [ declares he it sBtictied with 1he magndng
deregrlétion om Iocal gereal merkels., This  hes s8lready
made his husiness easier. He gonsiders bopwever thet the
tect o on adeguatle Financing syStem it the mAaln
tunftr@inty whigh preverntic him To he as ant/ve as he coud
an pereasl wmeirheiing. With the pressnl 1nthreau charces
Lo pwerdrott (8 % 8 yesr), ne hoo to 1imit his purchacnes
Yoo The  &mounty which cen  be selg immediotely end canno:
#inie Tur uniriodes exceeding one or two woniths.
He pglieims {o be gple to handle 2000 tons, and to e
wizling 1o ce it, i sdeguete +inannial Teciliiies worn
gvsilable. 1n prder to oo so, he would el up purchesing
pranis in preduction eregs, 49 addition 1o hic peiwork of
local/regiongl traders who could assewmble for him.
He apparanily does not feel the sSame consticinte on rice
msrheting, however, gnd is consigcgering direc impars of
rice, 85 spon 68 the CPEP monopply is sooliszhed,
HFe wouid s81so be interested In rdliletl exporicz, T This
was permlitied, and claims to heve potential outlets
Mr.@ was approsched hy USAID {for the distribution £
fertilirar, but is not very keen in geiiting into this pew
business. He does not “feel” the market &nd fesrs ithal
his margin might be shserbed Ly financiel! posts related
to unsold stocks. He claims  that he would be  more
motiveted by 8 “gesh end return™ system.
. e
: Tl Ty - .

‘4.‘\
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APPENDIX 2

COOPERATIVE MOVEMENT

m

TH

Senegsl  has & lorg history with the cooperstive

movemepnt, Eséentialiy‘based on peanut marketing. The
former cooperative structure, abwolished in 1882, weas
based on multi-villaege cooperetives, ioo far Trom
farmers’ concerhs ond  too big to pe efficiently

gcontrolied by them end to inelude solidarity 1links
between members. This cooperative structure ended in
totsl! pankruptey, tlogether with the ©credit program
("Progremme Agricole™) and the marketing board {DONCAD] io
which i1 was closely related.

Iin 1883/84, The GBovernment of Senegel proceeded with
the crestion of village level ©cooperative sections
[("secticne wvilliagenises™, or £.Vs.), smaller than the
farmer cooperoetives, grantec by lew with legal entity and
borrowing cepscity. Such §.Vs. are intended to bege
multi=-funectionel, ond to deal with produce marketing,
eredit and input distribution on verious crops. Althpugh
granted wint an extenszive sutonomy, S.V."s are grouped,
st the "Communaut Rurale® level (smellest sdministrative
unit with #r average population around 10 0OQ}, into
newly creaied rursl cooperstives.

All copperstives within 8an "errondissement” pelong
to the lossl! union 8t tThe arrondissement level, while
larger unions exist 87 the gepartment and regional level.
Finally ¢ netional wunion {UNCA) gathers &ll regional

unions. Unions =2t all levels ere assisted, sdvized and
controlled by agents Frpom the "Direction de 1‘Action
Cooperative®, 8 part of the tinistry of Rural
Development, 4 500 S.Vs, 340 cooperetives, 90 local
unions, 30 gepartemental unions and 10 regional unions
have thus been crested. This pyramidal structure is
however more theoretical than resl and most of tne
components exist only on paper. With the exception of a
few pilot programs, cooperstives and S5.Vs are ususlly

ective only in some areas a5 buying sgents for peanuts on
behalf of SONACOS, and have no more significent role in
input and oredit distribution, &5 previous progrems, heve
been disrupted.
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Among the pilot progrems under implementation, one
may note: )

- A program financed

in 1986 by CNCAS for peanut seeds
creait To S.Vs in t hi

Thi s region. In order to
participate in the program, 5.Vs must Fulfiil a number
of condiiions. They must have paid back elreacdy sll
their ouistanding debis, Their mempers must hoeve: paid
their 100D FCFA shere in ine capital of the L.VU7, and
deposited, in a special eccount with CNCAS, 25% of the
cost of the seeds. 7The program seems to be 3 &success
and 315 million FCFA of credit could thus be used for
seeds purchases from SONACDS.

27 T3
m

~ UNCA glso Ffinancet, on its own resources derived from
peanut marketing, & credit prograwm for the purchass by
the 5.Vs, from SONACOS, of 11 000 tons of peanut seeds.
This progrem, initiated in 1984/1985, features @ 80%
repayment rate. .

- UNCA was alsc in charge, in 1985, of distributing
fertilizer oprepsid by the peonut producers with the
"retenue a la source® system., This program is disrupted
es the systiem was cencelled during the 1985 campaign.

— UNCA has a8lso poarticipated in 1286 in the subsidized
cash s8les of fertilizer program initiated by USAID. It
has not been able, 5o far, toc sell more than
approximately 800 tons from ithe 5,000 tons of
fertilizers it purchased from SENCHIM. )

- Loeal Unions and 5.Vs in the Sine-Sslloum region hove
purchased 15,000 tons of millet on beshalf¥, &nd with Lhe
financing, of C.5.A., as part of the price stabilizeticn
program for local cereals in 1585/1886. ’

In addition to ihe official cooperative structure,
repional developemnt corporatipns have created, in order
to channel inputs to Faormers, their own <armers groups
system, called "Groupements de productions® in the ares
serviced by SAED, &nd TAssociation de producteurs ae
bose" in sreas serviced by SODEFITEX. A recent law has
entitled such informal groups to legel entity with the
conditions that they should be crop specific (in cotton;
rice, livestock or vegetable gardening for instence} in
order to avoid competition with the official
cooperatives. When closely monitored by the RDAs, .these
groups are oble to manage input distributiaon, with credit
programs financed through the RDAs from the budget of
specific development projects.
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CASE "STUDY
A VILLABE COOPERATIVE GROUP

CHERIF LO

9. Genereal présantatiuq:

CHERIF LD is” & lerge wvillage including 103 chiefs of
householde, with =a populsation estimated at 100D
irnhébitants. It is loceted 10 km from Thies, and has the
sverage climatic conditions of the peanut basip,

Agriculture is the mein eactivity. Peenuts sccount for
40% of the cpultiveted area, and ‘is the mejor cash
generpting sctivity. Millet eccounts for 40 to 50 % of
the sres but its production, becsuse of low yields, is -
barely sufficient Tor home consumption. Vepgetable
gardening o8nd livestock are subsidiary activities for
some farmers, who market & pert of their production te
Thies,

The average holding is around 4 ha per farm, for 8 family
of 8 to 10 people, éemong which 4 @re working on the farm.
These -conditions  are typical of the cenirsl erea of the
Peanut Basin. ’

The most scute problem presently faced by CHERIF LO‘s
formers -(in June 1986) iz the need for pesnut seed.
These are not disiributed ony more by the government
dgencies. Becduse of lsck of seeds, peonut growing sreas
had to be subsiancisaliy recduced in 1985, The s=ame
problem of seed evarlability occurs once more this yesr,
a month before sowing time. )

Lack of © fertilizer is considered to be another problem,
cf lesser grevity, alinough farmers used limited amounts,
mainly for miilet, when it wes available on 8 cregit
basis. ) )

CHERIF LD is one of the villages to which an expérimental
credit for peanut seeds purchases has been extended in
19BE6 by CNCAS,
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2. Activity end organization:

The villsge of CHERIF LD is tne center of & "Communaut
Rurale™” {C .), the smallest adminictrative unit in rursl
Senegsl, puping 66 villages with & population of 11
000.

Until 1982, five cooperstives were operoting in the C.R.,
mainly for peanut markeling and distriburion, on & cradit

basis, of sgricultural inputs. As elsewhere, bad debts
had accumulated and were finally cencelled by Government
in 1981, whereas credit programs were interrupted.

Peanut marketing wes taken over in the wvillage by @
private trsder, ligenced by SONACDOS, vunder the uswual
marketing arrangement. In 1983, following the reform of
the cooperative system in Senegal, the existing
cooperttives were officislly dissclved, and merged into
one rural coooperative for the whele C.R. At the some
time, Tarmers were 8sked to build up, et & smaller level,
v1;la¢e cooperative groups ("sesctions villogeoises",
S.V. ], &5 subdivisions of the cooperative. CHERIF LO
farmers decided then to have their own 5.V;, although tne
benefit they could get from such a8 new institution was
not ciear at that time. -

The new copperative structure remzined dormant until
1985, when CNCAS opened a brench in Thi s, and adveriized
ihe possibility to grant limited credit to ‘formally
oreanizeg 5.Vs. With this new motivation, 127 Tarmers in
CHERIF LO acoepied to pay their shares of 1000 F.CFA in
the capitsl of the 5.V. which thus becsme officially
registersd and licsble to credit.

ORGANIZATIONAL STRUCTURE

The 8.V, is managed by & boerd of Five electsd members,
among whisn & secretary, & lreasurer and & President, ail
relatively wealthy farmers and heads of households ["Chef
de earr ").

The S.V. has taken ever tithe storage room, Formaly
belonging 1o ONCAD, and uses the village meeting room for
meetings. :

The §&.V. has no permanenit employee, and accounting is
considered as o potential problem for the Future, once
the 5.¥. increases its activities. None of members of
the Board writes or spesks Frensgh.
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The S8.V. hes two bank scocounis with CNCAS, one for the
deposit of esquiity and one for credii operstions. Only
the President can &ign chechs. -

ACTIVITIES

The Tirst activity ef the S.V. was to pariicipsate in the
crecit program for peanut zeecds in the 1585 s mpa an,
or the first year, " only 450 Rilos o©of Seeds were

istributesd --in the willage by the HKegicgnal lnion of
sTa] paratlves and the £.V. was respontible for recovering
the cost &t the time of pesnut marketing. .

Members of the bosard were preseni a8t the wvillage
marketing location &nd seed debts were immediatesly peid
upon the sale by each farmer. The system worked very
successfully and repaymenis reached 100 %.

F
fa]
r
[

For the 198& compaign, in view of the success of the
previous yeoar, CNCAS made svailable a crediti ta the 5.V,
+or the purchase of seeds, under the rondition that 25 %
of the ceost of seeds must be brought by the 5.V., on g
speoial account with ONCAS, prior to the granting of the
credit. L

Members of CHERIF LO’ S.V. were thus @ble 1o gather 666

000 F.CFA in April 1566 [ofien by seiling & sheep), which

entitles thewm to receive & credit for the purchase of 25
tons of seeds from SONACOS. Repayment of the Credit will
take ploace along the same system as the previous yesr.

The 5.V, members seem to be satisfied with fhis first

experience. They claim io be suFfficiently well organized

to svoid bad debts in the future. They intend to
continue with the seed credit progrem nert yeer, if it is
available, and would be interested in 8 &similar sysztem
for fertiiizer. They do not have eény more spare césh
this year to buy fertilizer, as they clesrly consider
peanut seeds their firsi priority.

Cereal seeds are not considered &s & problem, singce
guantitier needed are smaller, and can be, either stored
from the previous harvest, or purchesed on the market.
Most <Tarmers have however heard of, or experienced,
improved seeds, and would be willing tio buy some, if
svailable at a resasonable price.

-

et
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5. Conclusion

The cooperative movement in Cherif Lo seems tp be
starting agein on new Ffoundations, more sound than the
previously existing cooperative system. The ongoing
experience in credit for seeds is indeed crucisl, &s it
should demonstrate the cense of responsibility of the new
8.V i

1f it- is successful, the experience could be grodually
extended in the future to the distribution of other
inputs, such 85 Tfertilizers or ceresl seeds, é&nd

obviously to other S5.Vs.















